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Too  much  debt.  Too  many  bad 
loans.  Too  much  unneeded 
real  estate.  The  excesses  of  the 
1980s  have  damaged  many  of  our 
financial  institutions 
and  corporations. 
Now  comes  the 
cleanup— and  with 
it,  an  era  of  weak 
demand,  reluctance 
to  lend,  perhaps 
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even  deflation.  Ultimately,  a  revital- 
ized financial  system  will  emerge, 
with  more  rational  standards, 
values,  and  goals.  In  this  Special 
Report,  Business 
Week  examines  the 
much-needed  shift 
from  speculation  to 
sanity— and  how  it 
will  affect  nearly 

everyone  .  PAGE  112 
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Ifs  Built  To  Last.  The 
ActionLaser  II  will  stand  up  to 
year  after  year  of  heavy  action. 
Its  two-year  warranty  is  the 
longest  of  any  printer  in  its 
class.  On  top  of  that,  you  can 
call  our  800  number  any  time 
for  free  technical  support. 


Introducin 
The  Perfec 
Introduction 
ToLaser 
Printing. 

f  you're  ready  for  your  first  laser  printer,  but  don't  quite  knov 
where  to  begin,  the  new  Epson*  ActionLaser"  II  is  a  ver 
comfortable  place  to  start.  ! 

It  offers  all  the  practical  features  you'll  need  to  stand  ou 
on  paper.  Like  impeccable  print  qualit)'.  A  contiol  panel  tha 
makes  operation  a  snap.  And  the  security  of  a  generous  two 
year  warranty  All  at  a  price  that  makes  laser  printing  mor 
affordable  than  ever. 

Oh,  there's  one  more  reason  why  it  makes  perfect  sense  t 
make  the  ActionLaser  II  your  first  laser.  It  comes  from  the  fir; 
name  in  printers.  Epson. 


I 


Ifs  Eas\  To  Use.   Even  if  you've  never  used  a  laser  printer 
before,  you'll  be  up  and  printing  in  no  time.  The  user 
manual— written  especially  for  first  time  users— is  clear, 
concise  and  helpful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  software. 


Epson  isaregisimd  trademark  of  Seiko  Epjon  (.orporaiion. 1^91  Ep^on  \merica.  Inc.  20770  Madntna  Ave., 
Torrance,  CA  Wm  hn  dealer  referral,  tall  800- BUY- EPSON  (WH)  2Ht-377fi|  In  Canada,  tall  ■}I6-8HI-995.=i 


It's  Very  Affordable.  The  ActionLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


It's  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing. 
Now  we've  written  the  book  on  buying  your  first  laser  Read  it  and 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 
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SO  MANY  VACANCIES:  REAL  ESTATE  DEVELOPERS  ARE  AT  SEA— AND  THEIR  RELATIONSHIP  WITH  LENDERS  WILL  NEVER  BE  THE  SAME 
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112   FINANCING  THE '90s 

Tou  much  debt,  too  many  bad  loans, 
the  savings  and  loan  debacle:  The 
excesses  of  the  '80s  have  left  the 
financial-services  industry  bloodied 
and  staggering.  Yet  out  of  the 
wreckage,  a  new  order  is  being 
forged.  'Deleveraging'  is  in. 
corporate  reorganization  is  big 
business,  and  caution  is  the  byword. 
Today's  banks,  brokers,  and  insurers 
are  leaner,  wiser — and  a  lot  healthier 
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The  credit  crunch  won't  ease  soon 
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■\Ve  are  at  the  very  huttom' 
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The  industry  takes  its  medicine 
122  INDIVIDUALS  AT  RISK 

('basing  yields  can  he  hazardous 
124  UNDOING  THE  DAMAGE 

Now,  workout  pros  are  cleaning  up 
128  A  NEvV  DAY  FOR  REGULATORS? 

The  debate  over  Washington's  role 
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28  FULL  STEAM  AHEAD 

Almost  everyone  in  Washington 
seems  to  favor  tax  reduction 

30  PAINTED  INTO  A  CORNER 

With  the  budget  deal.  Congress  left 
itself  little  room  to  cut  taxes 

3 1  DAN  QUAYLE,  DEREGULATOR 

He  has  taken  up  the  cause  with  a 
vengeance 

32  A  SNEAK  PEAK  AT  PROFITS 

Judging  from  early  results,  the  last 
quarter  isn't  looking  too  promising 

34  HUMANA  DRAWS  FIRE 

And  all  hospitals  may  be  wounded 

36  A  WINNER  FOR  CHRYSLER 

The  Viper  is  already  worth  the  effort 

38  THE  HOSPITALITY  MAN 

Henry  Silverman's  new  hotel  job 

40  CAMPAIGN  COLLECTIBLES 

Sotheby  offers  20, ()()()  items  in  one  lot 

40  CRAPSHOOT  FOR  LOTTERIES 

The  thrill  wears  thin  for  bettors 
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47  EUROPE 

V.v  competitiveness  czar  Leon 
Brittan  steps  up  his  attack  on  trust 

50  EUROPE 

Tearing  down  even  more  fences 

52  SOVIET  UNION 

Food  shortages  and  riots  loom 

56  INTERNATIONAL  OUTLOOK 

China's  sick  economy  rouses  reforr 

Economic  Analysis 

21   ECONOMIC  VIEWPOINT 

Becker:  Forget  Soviet  economic  aid 

24  ECONOMIC  TRENDS 

Stock-buying  households,  foreign 
students,  inflation,  airline  fares 

25  BUSINESS  OUTLOOK 

The  economy's  shaky  pillars 

Government 

45  WASHINGTON  OUTLOOK 

Next,  the  Democrats  may  slip  on  oi 
Back  to  the  future  on  student  loans 
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'WE  NEED  A  NEW  DESIGN': 
TO  CAP  AN  ALREADY  ROUGH  YEAR, 
COMPAQ  CEO  ROD  CANION  HAS 
REPORTED  A  $70  MILLION  LOSS  AND 
ANNOUNCED  ITS  FIRST-EVER  LAYOFFS 


58  THINK  SMALL: 

AMERICAN  COMPANIES  ARE  PICKING 
UP  SOME  IMPORTANT  POINTERS  ON 
EXPORTING  FROM  GERMANY'S 
WORLD-BEATING  MIDSIZE  COMPANIES 


94   BRAIN  DRAIN: 

ENGINEERS,  EDUCATORS,  AND 
SCIENTISTS  SUCH  AS  EUGENE  SHPAER 
ARE  POURING  INTO  WESTERN 
NATIONS  FROM  THE  SOVIET  UNION 


The  Corporation 

A  NEW  ROLE  MODEL? 

Germany's  terrier-like  smaller 
companies  have  made  that  country 
into  an  export  juggernaut 

WHY  JOHNNY  CAN'T  EXPORT 

Government  buck-passing  and 
rivalries  impede  U.  S.  companies 

CAN  CUMMINS  CLIMB  THIS  HILL? 

The  truck-engine  maker  faces  slack 
demand — and  a  strong  foe.  But  it's 
rebounding  with  spiffier  products 

TAKING  AN  AX  TO  ALLIED 

Bossidy  is  cutting  divisions  and  debt. 
Will  it  be  enough'.' 
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94  A  FLOOD  OF  TALENT 

The  U.  S.  is  the  main  beneficiary  of 
an  outflow  of  Soviet  intellectuals 

100  THE  RUSSIANS  ARE  HERE 

An  emigre's  promising  startup 

1 05  DEVELOPMENTS  TO  WATCH 

Microorganisms,  suicide  prevention, 
silicon,  detecting  problem 
pregnancies,  air-bag  production 

Labor 

109   'TELL  IT  TO  THE  ARBITRATOR' 

A  plan  to  abolish  job-dismissal  trials 


People 


CELESTIAL'S  ZINGER  IS  BACK 

The  herbal  tea  company  hasn't  been 
the  same  since  founder  Mo  Siegel 
left.  Now  he's  returned  full  of  plans 

Social  Issues 

GAINS  FOR  GAY  'SPOUSES' 

Lotus  Development  is  the  first 
big  company  to  offer  benefits  to  the 
partners  of  gay  workers 
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CUTE  JUST  DOESN'T  CUT  IT 

In  ads  for  everything  from  sneakers 
to  guns,  today's  marketers  are 
treating  women  seriously 

LESS  WINK  AND  NUDGE 

Lingerie  makers  take  a  higher  road 


Entertainment 

no  WILL  MOOir  HOOK 'EM? 

Hollywood  needs  a  Christmas  hit — 
badly 

Finance 

132  INSIDE  WALL  STREET 

Lew  Rabinowitz  loves  Golden  Books 
Brand-name  skin  and  bone  marrow 
Au  Bon  Pain:  Stale  or  fresh"? 

163  INVESTMENT  FIGURES  OF  THE  WEEK 

Information  Processing 

1 34  COMPAQ  TRIES  A  COMEB AQ 

Its  CEO  is  remaking  the  company 

140  DESTINATION  TOKYO 

Compaq  aims  to  crack  the  market 
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SMART  MONEY:  Leverage  stocks 
COLLECTING:  T-'rimitive'  textiles 
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28    TAX-CUT  FEVER: 

WASHINGTON  IS  RUSHING  TO 
STIMULATE  THE  ECONOMY,  PROBABLY 
BY  LOWERING  CAPITAL-GAINS  TAXES 
AND  THOSE  ON  THE  MIDDLE  CLASS 
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PRODUCTION 

change  from  last  week  -  0.2% 
Change  from  losl  year:  - 1 .6% 

1 967^  1 00  (four-week  moving  overage 
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LEADING 

Change  from  last  week:  -0.0% 
Change  from  last  year:  -2.2% 
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The  production  index  declined  slightly  during  the  week  ended  Oct.  12.  On  a 
seasonally  adjusted  basis,  production  of  trucks,  steel,  electric  power,  crude^Dil  refining, 
and  lumber  all  decreased.  Rail-freight  traffic,  autos,  coal,  and  paper  output  increased, 
while  poperboord  production  was  unchanged  from  the  previous  week  Before 
calculation  of  the  four-week  moving  average,  the  index  stood  at  180,  unchanged 
from  the  level  of  the  week  before. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  fell  during  the  week  ended  Oct,  12.  The  continued  decline 
the  index  suggests  that  the  economy  will  struggle  through  the  fourth  quorter  and  i 
1992  Falling  stock  prices,  rising  bond  yields,  and  a  decline  in  real  estate  loans  oi 
the  positive  signs  of  a  sharp  drop  in  the  number  of  business  failures,  and  impro 
growth  in  materials  prices  and  the  money  supply  Before  calculation  of  the  four-Wi 
moving  average,  the  index  increased  to  208,1,  from  207,2  in  the  previous  week. 

Leading  index  copynghl  1991  by  Center  for  Inrernotional  Business  Cycle  Research 


PRODUCTION  INDICATORS  1 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (10/I9)lhou5  ofnettons 

1,682 

l,655r# 

-9  7 

AUTOS  (10/19)  units 

136,107 

118,352r# 

4.5 

TRUCKS  (10/19)  units 

88,984 

77,027r# 

16.7 

ELECTRIC  POWER  (lO/l  9)  millions  of  kilowatt-hours 

52,315 

52,854# 

16 

CRUDE-OIL  REFINING  (io/i9)ihous  ofbbi  /day 

12,994 

13,296# 

18 

COAL  (10/12)  thous.  ofnettons 

19,955# 

19,291 

3.4 

PAPERBOARD  ( 1 0/ 12)  thous  ot  tons 

795. 2# 

800. 7r 

6.4 

PAPER  (10/12)  thous.  of  tons 

761.0# 

756.0r 

-1.3 

LUMBER  (10/12)millionsofrt. 

501 .0# 

508.0 

6.2 

RAIL  FREIGHT  ( lO/l  2)  billions  of  ton-miles 

21. 3# 

212 

2  9 

Sources;  American  Iron  &  Steel  Institute,  Word's  Automotive  Repor+s,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA",  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (io/23) 

131 

130 

128 

GERMAN  MARK  (io/23) 

1.70 

1.70 

1.52 

BRITISH  POUND  (io/23) 

1.71 

1.71 

1  96 

FRENCH  FRANC  (io/23) 

5.82 

5  80 

5.08 

CANADIAN  DOLLAR  (io/23) 

1.13 

1.13 

1.17 

SWISS  FRANC  (10/23) 

1.48 

1.49 

1.28 

MEXICAN  PESO  (io/23)= 

3,052 

3,052 

2,912 

Sources:  Ma|or  '-Jew  York  banks.  Currencies  expressed 
pound  expressed  in  dollars. 

n  units  per  U 

S.  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/23)  $/troy  oz. 

362.200 

356.550 

-2.4 

STEEL  SCRAP  (10/22)#1  heavy,  S/ton 

97.00 

97.00 

-12  2 

FOODSTUFFS  ( 1 0/2 1)  index,  1967=100 

207  4 

209.7 

-2.9 

COPPER  (10/19)  c/lb 

1 10.3 

1119 

-14.0 

ALUMINUM  (10/19)  c/ib. 

53.0 

51.2 

-36  5 

WHEAT  (10/19)  #2  hard,  $/bu. 

3.60 

3  54 

319 

COTTON  (10/19)  strict  lov/ middling  l-l/16in. 

C/lb 

58  13 

58.58 

-15  8 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureou,  Meto/s 
Week,  Konsos  City  market,  Memphis  market. 


HADING  INDICATORS 


latest 
week 

Week 
ago 

%Ch 
yeoi 

STOCK  PRICES  (10/18)  S&P  500 

390.74 

379.80 

CORPORATE  BOND  YIELD,  Aaa  (10/I8) 

8.54% 

8.50% 

INDUSTRIAL  MATERIALS  PRICES  (10/18) 

96.8 

96.3 

BUSINESS  FAILURES  (10/11) 

329 

466 

REAL  ESTATE  LOANS  (io/9)  billions 

$396.5 

$396.3 

MONEY  SUPPLY,  M2  (io/7) billions 

$3,400.4 

$3,393.3r 

INITIAL  CLAIMS,  UNEMPLOYMENT  (io/5) thous 

423 

436 

Sources:  Standard  &  Poor's,  Moodys,  Journol  of  C 
Bradstreet  (failures  of  large  componies).  Federal  Reserve 
justs  data  on  business  failures  and  real  estote  loons 

ommerce  (index:  1980=100),  D 
3oard,  Labor  Dept  CIBCR  seasonal 

RRONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 

ago 

%Cli 
yea 

CONSUMER  PRICE  INDEX  (Sept ) 

137.2 

136.6 

HOUSING  STARTS  (Sept )  annual  rate,  thous 

1,033 

l,056r 

INDUSTRIAL  PRODUCTION  (Sept  )  total  index 

108.1 

108. Or 

CAPACITY  UTILIZATION  (Sept ) 

79.7% 

79.8%r 

Sources:  BLS,  Commerce  Dept ,  Federal  Reserve  Board 

Latest 
week 

Week 
ago 

%  CI 
yeoi 

MONEY  SUPPLY,  Ml  (io/7) 

$875.8 

$875  Ir 

BANKS'  BUSINESS  LOANS  (io/9) 

298.5 

300.0 

FREE  RESERVES  (10/I6) 

880 

702r 

NONFINANCIAL  COMMERCIAL  PAPER  (io/9) 

135  3 

135.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  vs 
two-week  period  in  millions). 

'hich  are  expressec 

MONEY  MARKET  RATES  1 

Latest 
week 

Week 
ago 

FEDERAL  FUNDS  (10/22) 

5.25% 

5.58% 

7 

PRIME  (10/23) 

8.00 

8.00 

10 

COMMERCIAL  PAPER  3-MONTH  (10/22) 

5.34 

5.34 

8 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/23) 

5  34 

5.27 

8 

EURODOLLAR  3-MONTH  (io/i9) 

5  33 

5.33 

8 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equip 
1  ^Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r= revised     NM  =  Not  meaningful 
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Mutual  Fund  Scoreboard  Diskettes 

NEW  SUBSCRIBER  OFFER-  -  SAVE 

25% 


i 
4 


ipare  the  performance  of  over  1 ,1 00 
ity  and  950  fixed  income  mutual 
Is  at  the  touch  of  a  key! 

you  can  use  the  enormous 
ir  of  your  IBM  or  compatible  PC 
lect,  rate  and  compare  virtually 
'  mutual  fund  on  tfie  market  - 
ntire  spectrum  of  over  2,000 
i  covered  by  Business  Week's 
a!  Mutual  Fund  Scoreboard. 

simple  menu  commands,  the 
a!  Fund  Scoreboard  Diskettes  enable 
0  select  and  display  the  data  you  want  in 
mat  that  you  can  use  to  make  better  buy/sell 
jions.  For  example,  you  can  instantaneously 
all  no-load  equity  funds  whose  objective  is 
sssive  growth,  which  outperformed  the  S&P 
over  the  past  5  years  and  have  assets  of  less 
$500  million. 

r  25  key  performance  factors  and  data  fields 
^ach  fund. 

Business  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
iformation  you  need  to 


o 


Used  to  stay  up  to  date  by  Financial 
Planners,  Investors,  and  Brokers! 

Order  you  own  subscription  now  to  these 
Fixed  Income  and  Equity  Diskettes! 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  month 
trial  subscription,  to  either  version 
at  great  savings.  Even  better,  if 
you  purchase  a  subscription  to 
both  the  Equity  and  Fixed  Income 
Diskettes,  you'll  save  even  more. 

So  order  now  by  calling 
r      i-ouu-ujo  00/  -  or  send  the  coupon. 

Special  Features: 

Simple  Menu  comnnands 
No  additional  software  required 
Supports  nnultiple  search  and  sort  criteria  on  over  25 
infornnation  fields 
Fast  searches  and  lookups.  The  entire  database  and  data 
management  program  reside  in  memory. 

Data  transports  easily  to 


3  better  decisions 
ding  a  beta  factor  for 
level  and  the  exclusive 
ness  Week  Rating  of 
jai  fund  performance 
sted  for  risk  and  sales 
ges. 

isports  easily  to 
us  1-2-3  or  other 
tware 

ough  the  Scoreboard 
ettes  include  their  own 
erful  data  management 
jram,  all  data  is  easily 
/erted  into  Lotus  1-2-3  or 
;il  files  so  you  can  take 
5ntage  of  your  favorite 
ladsheet,  word  proces- 
and  graphics  software. 
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Yes,  please  enter  my  6  month  trial  subscription  as  checked  below; 


6  mos  @  $112  50 

6  mos  @  $112  50 

6  mos  @  $149.95 

2Vi"  Diskette  |  |  5%"  Diskette 

S'/j"  Diskette  |  1 5V4"  Diskette 

3^^"  Diskette  |  |  5%"  Diskette 

Please  add  $3  00  handling  &  packing  per  month  (or  $18  00  lor  six  months). 
(New  Jersey  Residents,  please  add  7%  Tax ) 


Name  

Title  

Address . 
City  


Daytime  Phone 
Company   


State_ 


Zip- 


Payment  enclosed  (Check  payable  to  BusinessWeek  Mutual  Fund  Scoreboard  ) 
IZl  Bill  my  company  (Letterhead  or  Purchase  Order  required) 
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JOB  JITTERS  SHOULD  MAKE 
BUSINESS  NERVOUS,  TOO  

In  regard  to  your  articles  "I'm  worried 
about  my  job!"  and  "A  career  survival 
kit"  (Cover  Story,  Oct.  7):  Approximately 
10  years  ago  I  had  the  opportunity,  first- 
hand, to  experience  an  LBO  and  the  re- 
sultant downsizing  in  personnel  and 
shift  of  corporate  policies  away  from 
employees  and  toward  the  bottom  line. 

The  changes  in  the  workplace  and  in 
the  relationship  between 
employee  and  employer, 
as  indicated  in  your  arti- 
cle, are  becoming  pro- 
found. The  next  round  of 
changes  will  be  equally 
drastic  in  that  benefits 
once  provided,  however 
grudgingly,  by  employ- 
ers—retirement and  sav- 
ings plans,  health  insur- 
ance both  at  work  and 
into  retirement,  child  care, 
leave  policies,  and  other 
forms  of  compensation — 
will,  increasingly,  have  to 
be  social  benefits  that  government  will 
provide.  One  suspects  that  business  will, 
in  all  likelihood,  bear  the  bulk  of  the 
financial  burden  for  these  costs. 

I  am  concerned  that  the  traditional  re- 
lationship between  employer  and  em- 
ployee has  so  eroded.  If  your  articles  are 
correct,  we  in  this  country  will  soon  be- 
come a  nation  of  itinerant  workers  as 
people  shift,  industrially  and  geographi- 
cally, from  place  to  place  to  seek 
the  highest  compensation  and  best  op- 
portunities. 

In  a  "free"  marketplace,  such  as  this 
scenario  presumes,  there  are,  inevitably, 
winners  and  losers,  and  with  the  talent 
being  drawn  to  the  greatest  opportuni- 
ties in  prosperous  industries  (keeping  in 
mind  that  compensation  has  now  become 
virtually  the  sole  determinant  of  employ- 
ee loyalty  and  productivity),  those  indus- 
tries either  slumping  or  weakened  by 
foreign  or  other  competition  will,  in  all 
likelihood,  disappear  permanently.  One 
could  also  expect  to  see,  in  the  wake  of 
all  this,  a  resurgence  in  trade  unionism 
for  professionals,  perhaps  dubbed  "asso- 
ciations" or  "societies"  so  as  not  to  of- 


SALOMONK  BAXTER £S  HEALTHCARE!.; 


fend  the  sensibilities  of  the  professiori 
members  but  nevertheless  functionii 
as  unions. 

Geoffrey  K.  Wasch 
Plymouth,  Mi( 

Your  story  is  an  excellent  remind 
of  how  our  nation's  business  h 
evolved  over  the  past  few  decades, 
our  corporations  can  no  longer  provide 
sense  of  long-term  security  to  dilige 
employees,  the  long-term  profitability  j 
many  of  America's  corporations  could  ! 

in  serious  jeopardy. 

W.  A.  Rossetter  . 
Yorba  Linda,  Cal 


ABOUT  MY 
JOB! 


ith  too  few  exc( 
tions,  U.  S.  comj 
nies  have  merely  paid 
service  to  the  oft-abus 
line,  "human  resourc 
are  our  most  importa 
asset."  Unfortunately,  v 
til  the  upper  tiers  of  o 
organizations  begin 
better  demonstrate  ai 
articulate  vision  and  din 
tion  throughout  their  ( 
ganizations,  productivity  improvemer 
and  innovation  will  fall  short,  midc 
management  will  remain  on  the  chc 
ping  block,  and  we  will  continue  bemos 
ing  the  U.  S.'s  "lack  of  competitiveness 

Rod  Mam 
Denv 

s  one  who  has  been  "downsized,' 
Lean  identify  with  both  stories. 
My  trouble  is,  I  was  raised  in  an  era 
which  one  was  taught  to  be  loyal 
one's  employer  and  to  do  the  best  j-j 
one  can  do.  I  did  that  as  I  spent  over  ^ 
years  with  one  employer.  I  endured  t 
selling  off  of  the  industrial  produc 
companies,  the  Chapter  11  proceeding, 
and  the  many  due-diligence  visits  by  pr 
spective  suitors — all  the  while  spurniii 
incjuiries  by  headhunters  in  the  misgu 
ed  belief  that  loyalty  counted  and  it  w 
my  responsibility  to  stay  and  help 
turn  the  business  around. 

When  the  company  was  acquired 
an  investment  banking  firm  in  Septe 
ber,  1991,  I  redoubled  my  effort  to  i 
duce  our  costs  and  to  develop  a  vej 
cost-effective  and  highly  efficient  mar' 
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HOME  IS  WHERE  YOU  FIND  IT. 


'Dad  always  wanted  to  celebrate  'Jhanksijii'uuj  tlic  ivay  the  'PdijiiiiL^  did 


Isn't  It  funny  how  so  many  of  the  places  we  find  Smirnoff,  feel  like  home. 
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veloping  quite  a  proressional  image. 
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Fjor  Lynn  Drilling  of  Amherst,  N.Y.,  raising  a  family 
has  been  the  most  rewarding  part  of  her  life.  But 
recently,  Lynn's  own  creative  pursuits  have  been  reaping 
rewards  as  well.  In  fact,  as  an  amateur  photographer, 
her  work  has  been  displayed  at  several  exhibitions  in 
the  Northeast. 

And  while  Lynn  Drilling  has  been  developing  her 
photographic  skills,  Canon  has  been  at  her  side.  Because 
with  her  simple  and  easy  to  use  Canon  EOS  Rebel,  Lynn 
can  concentrate  on  turning  ordinary  subjects  into  works 
of  art-works  that  someday  she  hopes  to  publish. 

You'd  expect  a  company  as  diverse  as  Canon  to  develop 
technology  that  everyone  can  use.  But  thafs  not  what 
makes  us  proud  to  be  a  part  of  Lynn  Drilling's  success. 
Because  the  fact  is,  all  the  technology  in  the  world  is  mean- 
ingless unless  it  can  somehow  touch  the  lives  of  individuals, 
from  professional  photojournalists  to  aspiring  artists. 
Which  is  why  all  our  resources,  our  research  and  our  tech- 
nology, from  Canon's  full  range  of  office  equipment  to  its 
state-of-the-art  Broadcast  TV  lenses,  will  always  go  to  serve 
one  very  important  goal.  Giving  people  the  ability  to 
enhance  their  own  image. 


Ifour  inpge  matters  to  us. 


Because  at  Canon  we  believe  that  whether  you're  trailing 
a  cover  photo  or  simply  pursuing  a  dream,  your  image  matters. 


Canon 


inications  Aids  for  Disabled  •  Digital  Image  Scanners  -Smm  Video  Camcorders  •  Electronic  Typewriters  •  Facsimile  •  Laser  Beam  Prmters 
nt  •  Still  Video  Systems  •  35mm  Cameras  •  Word  Processors. 


facturiiig  operation.  I  spent  many  70- 
and  80-hour  weeks  and  traveled  fre- 
quently to  our  plants,  and  I  succeeded 
quite  well. 

What  did  I  get  for  my  efforts?  A  lost 
job  when  the  new  owners  combined  sev- 
en companies  into  three  and  decided  that 
someone  who  had  spent  the  bulk  of  his 
career  in  human  resources  could  not  pos- 
sibly know  enough  to  effectively  run  an 
operations  function.  I  have  raised  my 
two  boys  in  the  same  manner  in  which  I 
was  raised  and  tried  to  teach  them  the 
values  of  doing  one's  best  and  being  loy- 
al to  their  employer.  They  now  ask  me 
why  they  should  be  loyal  and  I,  frankly, 
did  not  have  an  answer  for  them.  How- 
ever, thanks  to  your  articles,  I  can  now 
give  them  an  answer.  Be  loyal  to  your- 
self only,  for  that's  all  U.  S.  businesses 
apparentlv  value  these  days. 

William  J.  West 
Hendersonville,  Tenn. 

Like  it  or  not,  American  employers 
and  employees  have  collaborated 
since  the  1950s — with  a  combination  of 
confrontational  union  activism,  career- 
development  job-hopping,  and  LBO-driven 
corporate  restructurings — to  construct 
an  ethic  of  employment  nomadism  that 
is  now  visible  in  the  1990s  as  a  new 
standard. 

I  speak  with  hundreds  of  job-seekers 
every  month,  most  of  them  already  in 
the  situation  of  having  to  find  a  new 
position.  Unfortunately,  far  too  many 


have  yet  to  absorb  BUSINE.SS  week's  ca- 
reer planning  recommendations. 

Sacrifice  may  be  involved  in  lifestyle 
(disposable  income,  location — or  both) 
and  in  prior  expectations  about  what  one 
will  do  for  a  living.  But  if  it  contributes 
to  reshaping  this  nation  into  a  leaner 
and  more  focused  economic  competitor, 
then  free-market  forces  once  again  may 
be  preparing  us  well  for  prosperity  in 
the  next  century. 

Howard  C.  Mueller 
South  Bend,  Ind. 

What  happens  when  the  blue-collar 
worker  starts  reading  these  kinds 
of  articles?  Realizing  how  little  trust 
corporate  officers  have  in  their  employ- 
ment longevity,  will  not  the  labor  sector 
have  even  fewer  reasons  to  take  pride  in 
their  work  and  their  company? 

J.  Douglas  Marshall 
Seattle 

In  the  good  old  days,  when  we  workers 
were  incidentally  making  the  U.  S. 
famous,  we  did  so  by  working  to  further 
the  goals  of  our  company — and  inciden- 
tally furthered  our  own. 

Sure,  I  get  a  kick  out  of  the  fact  that 
my  first  boss  (55  years  ago)  is  still  a 
friend  and  the  company  is  still  a  world 
leader,  because  we  employees  worked 
hard  to  make  it  so. 

No  wonder  we  old  timers  feel  that  the 
business  world  has  changed  for  the 
worse — it  has.  Employees  are  out  to  get 


JOHN  L  COBBS,  1917-1991 


For  almost  two-thirds  of 
BUSINESS  week's  62-year 
history,  John  L.  Cobbs 
brought  distinction  to  its  edi- 
torial staff.  Armed  with  a 
magna  cum  laude  BA  and  an 
MA  from  Stanford  Universi- 
ty, he  started  his  long  ca- 
reer during  World  War  II  in 
Washington — a  base  from 
which  he  helped  our  readers 
penetrate  the  mysteries  of 
such  matters  as  wage  and 
price  controls.  Moving  to 
New  York,  he  advanced  to 
such  posts  as  finance  editor, 
business  policy  editor,  and  managing 
editor.  From  1969  until  his  retirement  in 
1982,  he  held  the  title  of  editor,  presiding 
over  the  editorial  page  with  grace,  wis- 
dom, and  wit. 

John  Cobbs  was  a  master  of  language 
and  logic  who  could  condense  virtually 
any  subject  into  elegant  and  persuasive 
prose.  The  magazine  is  indebted  to  him 
for  much  of  its  strength  in  covering  eco- 


COBBS:  A  MASTER  OF 
LANGUAGE  AND  LOGIC 


nomics,  finance,  and  educa- 
tion, and  the  awards  he  col- 
lected attest  to  this:  the 
School  Bell  Award  of  the 
National  Education  Assn. 
and  prizes  from  Sigma  Delta 
Chi,  the  Overseas  Press 
Club,  and  the  Gerald  M. 
Loeb  Foundation.  He  put  his 
coverage  of  education  to 
practical  use  for  many  years 
as  a  member  and  president 
of  the  school  board  in  Chap- 
paqua,  N.  Y.,  which  was  the 
family  home  for  33  years. 
He  also  served  on  the  visit- 
ing committee  of  Harvard's  economics 
department  (earlier,  he  had  attended 
Harvard  as  an  Arthur  Lehman  fellow  in 
economics)  and  on  the  Joint  Council  for 
Economic  Education. 

On  Oct.  13,  at  the  age  of  74,  John 
Cobbs  died  in  Memorial  Hospital  in  Eas- 
ton,  Md.,  near  his  retirement  home  in 
St.  Michaels,  Md.  He  will  be  long 
remembered. 


better  breaks  for  themselves  and  1 
job,  and  the  customer  comes  dead  la 
After  the  Depression  we  worked  hard 
get  the  job  done.  After  this  little  "rec 
sion,"  let's  hope  the  world  changes  ba 
again. 

Walter  H.  Carnah 
Rochester,  N 

Your  concept  of  the  itinerant  mans 
er  encourages  self-reliance  and 
fers  independence,  but  it  won't  preve 
talented  people  from  worrying  abo 
their  jobs.  Where  will  these  lone  range 
ride  off  to  after  completing  their  temj 
rary  assignments?  On  to  the  next  tow 
This  wandering  will  test  the  loyalty 
the  faithful  companion,  who  has  a  m 
sion  of  his  or  her  own. 

Corporations  have  eliminated  jobs  I 
cause  of  fierce  competition  and  risii 
costs,  but  they  should  closely  evalua 
the  impact  of  downsizing  on  loyal  ei 
ployees,  not  just  on  the  bottom  line. 

It  is  too  soon  for  companies  to  aba 
don  employee  involvement  and  particip 
five  management  as  ways  to  solve  the 
problems. 

Assuming  prosperity  returns,  the  be 
people  will  flock  to  the  companies  th 
tried  to  preserve  a  reasonable  quality 
life  for  their  dedicated  employees. 

James  V.  O'Conm 
Northbrook,  I 

Just  when  American  corporations  nec 
strong  leadership  most,  you  encou 
age  middle  and  upper  management  to  1 
prepared  to  jump  at  the  first  sign  ' 
water.  I  was  deeply  disappointed  th 
BUSINESS  week  would  endorse  such 
view.  Has  not  the  propensity  to  thir 
only  of  the  short  term  gotten  us 
where  we  are  today? 

What  American  industry  needs  now 
managers  who  can  lead,  who  know  the 
business  and  their  customers,  anticipa 
needs,  and  be  able  to  deliver  produc 
and  services  to  meet  those  needs  fasb 
and  cheaper  and  of  higher  quality  th£ 
the  competition. 

James  D.  Hj 
Cincinna 

Yes,  I  agree  with  you  that  each  of  i 
has  to  continuously  improve  ou 
selves,  build  skills,  and  network.  But  n^ 
with  a  view  to  getting  a  better  job — wii 
a  view  to  doing  the  best  we  can  even 
the  current  position. 

Madhavi  B.  Solthr 
Beaumont,  Te 


Letters  to  the  Editor  should  be  sent  to  Reade 
Report,  Business  V^eek,  1221  Avenue  of  the  Ame 
cos.  New  York,  N.  Y.  10020.  Fax:  (212)  512-446 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  i 
elude  an  address  and  daytime  and  evening  tel 
phone  numbers.  We  reserve  the  right  to  edit  lettt 
for  clarity  and  space. 
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iuy  a  long  lasting, 
Dugh-Qs-nails 
nternationalCbss 
»,  7  or  8  truck  be- 
vveen  Oct.  1  and 
)ec.3rand 
'ou'll  get  more 
han  |usta  sweet 
leal.  We'll  also  give 
'ou  a  special  Fleet  Charge® 
lord  worth  up  to  $2,000  in 
ree  parts,  service,  labor  or 


4V  INTEBNATiPNAl 


from  NAVISTAR^ 


accesonesasan 
extra  added  bonus. 
See  your  nearest 
International 
dealer  for  details. 
(Or  call  1-800- 
962-01 19,  ext.  992 
for  the  dealer  near- 
est you.)  Now  during  our 
Big  Bonus  Days. 

*Must  buy  and  take  delivery  from 
dealer  stock  by  12/31/91. 


BACKLASH:  THE  UNDECLARED  WAR  AGAINST  AMERICAN  WOMEN 

Susan  Faludi 

Crown  •  552pp  •  $24 

DEBUNKING 

THE  ANTIFEMINIST  MYSTIQUE 


The  women's  movement  has  taken  a 
giant  leap  backward  in  the  past 
decade.  The  precarious  status  of 
legalized  abortion,  the  lack  of  progress 
for  women  in  Corporate  America,  the 
declining  number  of  women  in  national 
political  office,  and  the  constant,  nega- 
tive drumbeat  of  media  reports  on  the 
travails  of  working  women  all  signal  a 
reversal  of  American  feminist  fortunes. 

That's  the  argument  Susan  Faludi 
makes  in  Backlash:  The  Undeclared 
War  Against  American  Women.  Fa- 
ludi, a  Pulitzer  Prize-winning  journalist 
with  The  Wall  Street 
Journal,  contends  that 
leaders  of  the  new  right — 
religious  fundamentalists 
and  conservative  politi- 
cians— achieved  astonish- 
ing power  in  the  1980s. 
Then,  with  help  from  the 
trend-hungry  and  credu- 
lous media,  they  waged  a 
misleading  and  damaging 
assault  on  women's 
rights.  Feminism,  they 
said,  erodes  the  family 
values  on  which  America 
was  built.  And  loneliness, 
infertility,  and  stress 
among  women  are  the  ef- 
fects of  feminist-inspired 
freedom. 

What  freedom?  asks 
Faludi.  Citing  the  gap  between  men's 
and  women's  pay,  the  lack  of  adequate 
child  care,  and  the  increase  in  the  num- 
ber of  women  living  below  the  poverty 
line,  she  argues  that  if  women  are  un- 
happy, it  is  because  they  have  not 
achieved  equality. 

Drawing  on  voluminous  polls  and 
studies  as  well  as  original  reporting,  Fa- 
ludi carefully  debunks  myths  that  have 
taken  on  lives'  of  their  own.  She  begins 
with  the  now-infamous  1986  Harvard- 
Yale  study  that  showed  that  single  wom- 
en's chances  of  marrying  drop  signifi- 
cantly after  30  and  are  extremely  slim 
after  40.  When  Newsweek  ivjvered  the 
study  it  concluded  that  single  women 
"are  more  likely  to  be  killed  by  a  terror- 
ist"— an  analogy  that  was  repeated  over 
and  over  in  other  press  reports.  The  me- 
dia frenzy  surrounding  the  study,  Faludi 
notes,  continued  well  after  demogra- 
phers and  the  Census  Bureau  had  dis- 


credited the  findings.  In  fact,  she  re- 
ports, census  data  show  that  it  is  single 
men  between  24  and  34  who  face  a 
shortage  of  potential  spouses.  As  for  the 
terrorist  metaphor,  Faludi  quotes  a  for- 
mer Neivsweek  intern  who  says  that 
what  began  as  a  reporter's  joke  some- 
how made  it  into  the  magazine  as  fact. 

Delving  deeply  into  other  headline- 
making  events,  Faludi  brings  to  light 
astounding  inaccuracies.  Self-help  books 
and  women's  magazines,  for  instance, 
blamed  feminism  for  unprecedented 
bouts  of  depression  among  career  wom- 


aludi  says  the 
media  have  given 
credence  to  a  host 
of  astounding 
inaccuracies 


SUSMinLUDI 


Tlie  Undeclared  Wai' 
Against  American 
—  Women  ~ 


en.  But  Faludi  quotes  several  sources 
who  say  the  leading  cause  of  depression 
in  women  is  low  social  status.  Adding 
that  women's  reports  of  depression  have 
historically  outnumbered  men's  by  3  to 
1,  Faludi  says  National  Institute  of  Men- 
tal Health  data  show  that  in  the  early 
1980s,  the  gap  shrank  to  less  than  2  to  1. 

Faludi  also  throws  cold  water  on  press 
attacks  on  day  care,  including  the  notion 
that  sexual  abuse  in  day-care  centers  is 
epidemic.  In  1985,  she  writes,  a  study 
from  the  University  of  New  Hamp- 
shire's Family  Research  Laboratory  re- 
corded 1,300  reported  cases  of  abuse  in 
centers,  compared  with  100,000  reported 
cases  of  abuse  by  family  members. 

But  given  sensational  headlines,  Fa- 
ludi writes,  it  was  all  too  easy  for  the 
entertainment  and  advertising  industries 
to  join  the  backlash.  On  TV's  thirty- 
something,  Hope,  a  leading  character, 
decided — after  a  disastrous  return  to  the 


office — to  stay  home  with  her  daughtt 
That,  Faludi  asserts,  reflected  the  ma; 
co-creators'  yearnings  more  than  wor 
en's.  When  .4BC  polled  female  viewer 
most  wanted  Hope  to  go  back  to  worl 
Perhaps  the  most  notable  ad  campaig 
of  the  era  was  Good  Housekeeping 
"New  Traditionalist"  campaign.  Tb 
text,  which  claimed  women  were  hungi 
for  more  family-oriented  lifestyles,  S( 
off  a  spate  of  copy-cat  ads  and  tren 
stories.  When  Faludi  asked  the  ad  m£ 
behind  the  print  campaign  about  su| 
porting  research,  he  cited  a  Yankelovic 
Monitor  report  on  2,500  Americans.  Bi 
Yankelovich  says  Good  Housekeepir, 
seriously  misinterpreted  the  results. 

In  the  book's  best  section,  Faludi  pr 
files  several  leading  antifeminists,  ma 
and  female,  and  exposes  startling  diffe 
ences  between  what  they  say  and  wh: 
they  do.  Connie  Marshner,  for  instanc 
is  an  outspoken  critic  of  feminism  ar 
was  once  the  highest-ranking  woman  ; 

the  Heritage  Foundatioi 
According  to  Faludi,  eve 
as  she  lobbied  for  legisi; 
tion  that  would  encourag 
women  to  stay  home  wit 
their  families,  she  worke 
long  hours  and  at  or 
point  lived  in  another  cit; 
leaving  her  children  in  tl 
care  of  her  husband  an 
babysitters.  Marshner  a( 
mits  to  Faludi:  "I'm  a  te 
rible  housekeeper.  To  m 
it's  very  unrewarding,  ui 
fulfilling  work." 

Faludi  is  careful  to  sa 
that  the  backlash  is  n( 
the  result  of  an  organize 
conspiracy.  Rather, 
backlash  "returns  ever 
time  women  begin  t 
make  some  headway  toward  equality, 
seemingly  inevitable  early  frost  to  th 
culture's  brief  flowerings  of  feminism. 
The  women's  suffrage  movement  of  th 
mid-19th  century,  for  instance,  gave  wa 
to  the  restrictive  Victorian  era — whe 
the  trend  spotters  of  the  day  also  d( 
dared  a  man  shortage.  And  the  flood  c 
women  into  better-paying,  traditionall 
male  jobs  during  World  War  II  was  fo 
lowed  by  the  suburban  stupor  of  th 
1950s. 

Even  for  committed  feminists.  Fall 
di's  analysis  is  an  eye-opener.  But  he 
relentless  presentation  of  facts,  figure; 
anecdotes,  polls,  and  interviews  is  s 
dense  that  at  times  the  book  is  hard  t 
read.  It's  as  if  she's  trying  to  outga 
potential  critics  before  they  open  fire. 

A  more  restrained  voice  that  echoe 
many  of  Faludi's  themes  can  be  heard  i 
another  new  book,  Moving  the  Mour 
tain:  The  Women 's  Movement  in  Ame% 
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BOC 


Does  your  corporate  bank 
act  as  a  link  or  an  anchor  ? 


^  ^^^^^ 


LTCB  links  you  to 
a  world  of  financial  possibilities. 

We  go  beyond  traditional  boundaries  to  answer  your  needs.  Our 
innovative  ideas  and  competitive  terms  deliver  the  most  efficient 
financial  solutions -wherever  in  the  world  they  may  be  found. 

Money  isn't  everything... especially  in  finance.  Sometimes  you 
need  a  stronger  link,  too. 


LTCB 


The  Long-Term  Credit  Bank  of  Japan,  Limited 


Tokyo,  London,  Paris,  Brussels,  Frankfurt,  Zurich,  Milan,  Madrid,  Bahrain, 
New  York,  Chicago,  Los  Angeles,  Greenwich,  Philadelphia,  Toronto, 

Atlanta,  Dallas,  Mexico  City,  Sao  Paulo,  Rio  de  Janeiro, 
Hong  Kong,  Singapore,  Beijing,  Shanghai,  Guangzou,  Seoul,  Bangkok, 
Kuala  Lumpur,  Jakarta,  Sydney  Melbourne 


But  perhaps  more 
Importantly,  it's  a  commit- 
ment that  gives  you  the 
power   to   buy   the  best 


While  other  companies  are 
working  furiously  to  sell  you 
an  open  system,  we  would 
like  to  offer  you  something 
with  even  greater 
promise. 

The  Open 
Advantage.  I  hree 
words  that  repre- 
sent an  unequalled 
commitment  to 
open  systems,  open 
computing  and 
open  networking. 

It's  a  commit- 
ment that  goes  be- 
yond compatibility 

and  a  strict  com-      rr^i     ,    ■      n        i  ■  >  ^         i  ii 

.  ,  i  here  d  virtually  nothing  m  won  t  do  to  <foLve  your  problems. 

pliance  with  stan- 
dards all  the  way  to  vendor      solutions  from  whatever 
independence.  Interoperabll-      companies  offer  them  and 
ity.  Application  portability.         make  them  work  with  both 


your  existing  and  futuri 
investments. 

The   Open  Advantagi 
starts  with  Network  Appllca 
tlon  Suppor 
(NAS),   a  com 
prehensive  imple 
mentation  o 
standards  tha 
actually  enable 
you  to  Integrat 
application 
across  a  multi 
vendor  networkec 
environment 
protecting  then 
from  the  differ 
ences  betweei 
manufacturers. 
It's  a  feat  that  lets  yoi 
unite  all  of  our  product 
(from  desktops  to  mainframes 


W  R  O  M 


I  T  A  i 


©  DIGITAL  EQUIPMCNT  CORPORATION  1991.  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION,  IBM  ISA  REGISTERED 
TRADEMARK  AND  MVS  IS  A  TRADEMARK  Of  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION 


We  have  t ho  Luanda  of 
dutiond  from  our  network  of 
third  party  allianced. 


the  thousands  of  applica- 
ins  that  run  on  them  with 
i-iers  from  IBM®,  Hewlett- 
Lckard®,  Sun®,  Compaq® 
d  numerous  others. 

With  NAS  you  can  run 
any  of  your  applications 
ross  a  wide  range  of  operat- 
g  systems.  You  can  get 
)plications  to  interoperate 
ith  other  applications  on 
)th  local  and  remote  sys- 
ms.  And  you  can  do  it  with- 
it  the  expense  of  retraining 
)ur  end-users. 

Even  in  cases  where 
•oducts  don't  comply  with 
1  the  major  industry  stan- 
irds,  such  as  IBM's  MVS^'^ 
id  Apple's  Macintosh®, 
AS  makes  it  possible  for 
^sterns,  platforms  and  the 
jople  who  use  them  to  share 


not  only  files  and  data, 
but  applications. 

All  of  these  capabilities 
are  further  enhanced  by  sup- 
port and  services  that  are 
equally  open.  We  provide 
comprehensive  planning, 

With  NAS  you  can 
open  aLmodt  any  computing 
environment. 


design,  implementation  and 
management  for  multi-vendor 
computing.  From  work  group 
to  enterprise.  And  we  support 
more  than  8000  hardware  and 
software  products  from  over 
800  vendors. 


If  those  numbers  appear 
impressive,  wait  until  you 
evaluate  your  choice  oi  solu- 
tions. For  there  are  literally 
thousands.  Available  from 
the  best  software  developers 
in  every  application  area 
imaginable. 

Of  course  the  best  way  to 
experience  The  Open  Advan- 
tage is  to  talk  to  Digital  in 
person.  A  meeting  where 
you'll  discover  such  a  willing- 
ness to  understand  your  bus- 
iness,  its  problems  and 
requirements  you  just  might 
conclude  that  the  most  open 
thing  about  us  is  our  attitude. 

And  in  the  long  run,  that 
could  turn  out  to  be  just  the 


advantage 


vou  nee 


d. 


SDIDDIfl 


40,000  experts  in  450 
locationj  can  support  your 
multi-vendor  environment. 


ni 

E 


EN  AD¥ANTA 


HEWLETT-PACKARD  IS  A  REGISTERED  TRADEMARK  OF  HEWLEH-PACKARD  COMPANY,  SUN  IS  A  REGISTERED  TRADEMARK  OF  SUN  MICROSYSTEMS,  INC. 
COMPAQ  IS  A  REGISTERED  TRADEMARK  OF  COMPAQ  COMPUTER  CORPORATION  MACINTOSH  IS  A  REGISTERED  TRADEMARK  OF  APPIE  COMPUTER,  INC. 


V32  Smorgasbord 

UDS  offers  more  choices, 
more  features  than  any  other 
modem  builder 


UDS,  acknowledged  by  leading  trade 
magazines  and  independent  research 
organizations  as  the  world's  premier  sup- 
plier of  V.32  modems,  offers  more  varia- 
tions on  the  V.32  theme  than  any  other 
manufacturer. 

Beyond  basic  V.32  conformity  lies  a  myriad 
of  features  and  options.  Among  the  user 
options  available  are: 

PACKAGING  — Board-level  IBM  plug- 
ins,  standalone  packages  or  central  site 
rack-mountable  cards. 

THROUGHPUT-Selected  models  offer 
MNP®  levels  4  and  5  for  error  control  and 
data  compression;  others,  in  compliance 
with  CCITT  V.42  bis,  offer  MNP  or  LAP-M 
compression  throughput  rates  up  to 
38,400  bps. 

CONNECTIVITY-Sync-Up™  board- 
level  versions  of  V.32s  are  available  for 
various  combinations  of  BSC,  SNA  and 
OS/2  host-to-remote  communication  for 
EDI,  X.25,  BSC,  SNA  and  LU6.2 
applications. 

PC  APPLICAT10NS-V.32S  are 

available  in  the  FasTalk®  configura- 
tion, designed  especially  for  PC  use. 

INTERNATIONAL  ACCEPT- 
ABILITY—  Several  versions  of  the 
UDS  V.32  have  already  been  quali- 
fied to  non-U.S.  operating  standards, 
assuring  their  acceptability  in  multi- 
national networks. 

For  a  look  at  the  whole  menu, 
contact  UDS,  5000  Bradford  Drive, 
Huntsville,  AL  35805-1993.  Tele- 
phone  205/430-8000;  FAX 

*  kofMic 

rkoflmcrnaiional 
BusincM  Mathinei;  Svnc-Up  and 
FasTslk  are  trademarks  of  UDS. 


,-  •   (W)  MOTOROLA 


since  19()()  by  P'lora  Davis  (Simon  & 
uster).  A  chunk  of  tliis  comprehen- 
>  and  lively  history  of  modern  femi- 
n  is  devoted  to  the  power  base  of  the 
/  i-ight  and  its  erosion  of  feminist 
as.  Davis,  too,  observes  that  periods 
dramatic  social  change  are  followed 
reversals,  but  she's  optimistic.  "When 

backlash  is  extreme,"  she  writes, 
enlually  the  pendulum  must  swing 
k  in  the  other  direction." 
'aludi  is  less  patient.  Except  for  a 
ler  vague  call  to  action,  however,  she 
.'es  women  with  few  ideas  about  how 
pull  themselves  out  of  this  lull.  No 
iter.  Backlash  is  a  thinking  person's 
'k.  Instead  of  spoon-feeding  answers, 
udi  offers  compelling  and  disturbing 
ience  that  some  of  the  toughest  bat- 
.  for  women  are  still  to  come. 

BY  WALECIA  KONRAD 
anta  Correspondent  Konrnd  oftoi  re- 
ts on  iromen's  issues. 

»K  BRIEFS  HH^^^^^^^^^^^ 

ALITY  OR  ELSE: 

REVOLUTION  IN  WORLD  BUSINESS 

Joyd  Dobyns  and  Clare  Crawford-Mason 
jghton  Mifflin  •  309pp  •  $21.95 

UAIITY 101  

t's  hard  to  believe  that  there's  any- 
one left  in  the  U.  S.  who  hasn't  heard 
of  or  been  directly  touched  by  the 
ility  movement  sweeping  Corporate 
lerica.  In  one  company  after  another, 
iality"  has  become  a  sort  of  mantra, 
ifet,  despite  all  the  sloganeering,  no 
i  until  now  has  written  a  coherent 
)k  that  makes  the  debate  on  the  role 
quality  in  U.  S.  competitiveness  acces- 
le  to  the  general  public.  Quality  or 
<e  meets  that  challenge  head  on. 
Jnlike  most  such  business  books,  this 
3  tells  the  story  in  straightforward 
iguage  stripped  of  jargon.  It  ac- 
aints  the  uninitiated  with  the  ideas  of 
?  four  quality  gurus — W.  Edwards 
ming,  Joseph  M.  Juran,  Philip  B. 
osby,  and  Armand  V.  Feigenbaum — 
d  explains  how  each  differs  from  the 
ler.  It  also  details  success  stories 
)m  Federal  Express  Corp.  to  Motorola 
Most  important,  it  places  the  story 
thin  the  framework  of  America's  de- 
le  in  competitiveness. 
Phis  is  not  an  elegantly  written  book, 
times,  it  reads  more  like  a  script  from 
ocal  television  news  show  (it  is  in  fact 
companion  to  a  Public  Broadcasting 
rvice  series).  But  the  book  clarifies 
3  often-mysterious  hoopla  about  quali- 
and  makes  a  convincing  case  that 
3  movement  is  crucial  to  the  nation's 
ture. 

BY  JOHN  A  BYRNE 


BREITLING 
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Instruments  for  Professionals 


OLDNAVITIMER 
Since  1932,  it  has  been  the  wristwalch 
of  choice  for  pilots  all  over  the  world 
who  value  its  built-in  computer 
— a  practical  slide  rule  that  allows 
them  to  plot  their  flights  —  its  excellent 
legibility,  its  chronograph  functions 
and  its  dependable  selfwinding 
mechanical  movement 
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IF  WE  DON'T  PAY  ATTENTION  TO  WHAT'S  GOING 
ON  IN  SCHOOL,  WHY  SHOULD  HE? 


classroom  is  everyone's  business,  everyone's 
responsibility.  That's  why  BP  supports  the  Cleveland  Summit  on 
Education,  a  pioneering  program  that  is  getting  the  entire  com- 
munity involved  with  its  schools.  Comprised  of  parents,  educators, 
neighborhood  groups,  and  community  leaders,  the  Education 
Summit  has  developed  its  own  ambitious  plan  for  imprbving  the 
Cleveland  Public  Schools  dramatically  by  the  year  2000.  Because  if 
dont  get  involved  in  our  children's  education,  our  children  wont 
gM^n  education.  For  more  information,  write  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change  If] 


conomic  Viewpoint 


HE  LAST  THING  THE  SOVIETS  NEED 
S  A  FOREIGN-AID  PACKAGE 


GARY  S.  BECKER 


conomic  assistance 
fallows 
3vemments 
reathing  room  to 
3stpone  such 
smedial  measures 
3  privatization,  cuts 
f  import  barriers, 
nd  curtailing 
lisguided  economic 
Dntrols 


ARY  S,  BECKER  IS  UNIVERSITY 
OFESSOR  OF  ECONOMICS 
NiD  SOCIOLOGY  AT  THE 
\IIVERSITY  OF  CHICAGO 


Western  Europe,  the  U.  S.,  and  Japan 
should  not  cave  in  to  pressure  to 
provide  economic  assistance  to  the 
Soviet  Union  and  countries  in  Eastern  Eu- 
rope. Also,  they  should  stop  making  loans  and 
grants  to  other  countries,  too,  aside  from  those 
for  humanitarian  purposes. 

Economic  aid  gives  governments  breathing 
room  to  postpone  the  crises— such  as  occurred 
in  Argentina.  Mexico,  and  the  Communist 
countries— that  force  reluctant  governments 
to  take  unpopular  remedial  measures.  Thus 
foreign  grants  delay  privatization  programs, 
reduction  of  subsidies,  cuts  of  import  barriers, 
and  cutbacks  in  other  excessive  and  misguided 
controls  that  are  largely  responsible  for  bad 
economic  performance. 

A  Soviet  aid  package  would  go  to  the  cen- 
tral government,  or  to  the  governments  of 
the  Russian  and  other  republics,  not  to  the 
fledgling  private  sector  and  would-be  en- 
trepreneurs. Economic  aid  is  usually  chan- 
neled through  other  governments  because  it  is 
far  easier  to  negotiate  with  them  than  to  help 
companies  and  families  directly. 
SHORT-TERM  FIX.  Since  too  much  government 
is  typically  the  problem,  not  the  solution,  eco- 
nomic aid  is  counterproductive.  Governments 
use  it  as  a  short-term  fix  to  keep  economic 
pressure  on  longer.  This  prolongs  problems 
and  does  little  to  solve  long-term  woes.  Any 
country  that  institutes  significant  reforms  and 
creates  a  healthy  economic  environment  will 
have  scant  trouble  attracting  loans  and  in- 
vestments from  Western  companies  and  banks. 

Some  economists  recommend  that  grants 
and  loans  to  the  Soviet  Union  be  tied  to  re- 
ductions in  their  spending  on  nuclear  and  con- 
ventional weapons.  But  the  country's  dismal 
economic  performance  is  already  forcing  large 
military  cutl)acks.  In  spite  of  any  such  link 
to  arms  cuts,  if  aid  from  abroad  reduces  the 
economic  pressure  to  reform,  spending  on 
arms  could  be  greater  than  would  have  oc- 
curred without  the  assistance. 

The  harmful  effects  of  economic  aid  are  not 
confined  to  formerly  Communist  countries,  as 
can  be  seen  from  the  experiences  of  Egypt 
and  Israel,  the  two  biggest  recipients  of  as- 
sistance from  the  U.  S.  during  the  1980s. 
Egypt  is  a  miserably  poor  country  that  has 
taken  only  a  few  steps  to  throw  off  the  so- 
cialist shackles  imposed  by  Gamal  Abdel  Nas- 
ser dui'ing  the  1950s  and  1960s.  It  continues  to 
have  a  huge  and  corrupt  government  sector, 
enormous  subsidies  of  food  and  other  goods,  a 
weak  private  sector,  and  subsidized,  state-run 
companies  that  are  sheltered  from  competi- 
tion with  better  products  made  elsewhere. 
Although  Israel  grew  very  well  until  the 


1970s,  since  then  it  has  been  bogged  down 
with  unemployment,  much  slower  growth,  and 
periods  of  hyperinflation.  Relative  to  the  .size 
of  its  economy,  Israel  probably  has  the  largest 
public  sector  in  the  free  world,  with  govern- 
ment-run companies  dominating  many  indus- 
tries, extensive  wage  controls,  and  restraints 
on  foreign  competition.  Israel  would  have  gone 
much  further  toward  reducing  the  govern- 
ment's stranglehold  were  it  not  for  continued 
generous  economic  assistance  from  the  West, 
especially  the  U.  S.  Some  Israelis  have  been  so 
exasperated  that  they  are  calling  for  greatly 
reduced  dependence  on  foreign  aid. 
ROADS  AND  BRIDGES.  The  stories  are  similar 
for'  India,  Pakistan,  and  the  African  countries 
that  have  enjoyed— if  that  is  the  word— easy 
access  to  Western  largess.  Their  bad  econom- 
ic performance  also  is  traceable  to  large  sub- 
sidies to  favored  interest  gi'oups  and  too  many 
controls  over  the  private  sector. 

The  U.  S.  alone  provides  more  than  $1.5 
billion  of  aid  annually  through  such  interna- 
tional organizations  as  the  African  Develop- 
ment Fund,  the  International  Development 
Assn.,  and  the  World  Bank.  The.se  agencies 
usually  lend  or  give  money  to  governments, 
not  to  the  private  sector.  Obviously,  some 
grants  and  loans  from  countries  and  interna- 
tional organizations  have  been  spent  on  so- 
cially useful  infrastructure,  such  as  roads, 
bridges,  airports,  and  sewage  systems.  But 
these  account  for  a  small  share  of  all  assis- 
tance. And  since  spending  on  infi'astructure  is 
only  a  minor  part  of  the  budgets  of  recipient 
countries,  they  could  easily  spend  moi-e  with- 
out foreign  help  if  they  had  the  will  to  do  so. 

Economic  assistance  is  supposed  to  do  for 
Eastern  Europe  and  the  Soviet  Union  what 
the  Marshall  Plan  did  for  Western  Europe 
after  World  War  II.  But  the  problems  then 
were  very  different.  Europe  was  prostrate 
from  the  war  and  needed  time  to  restore  the 
basically  private  enterprise  systems  of  the 
prewar  era. 

What  Eastern  Europe  needs  is  just  the  op- 
posite: constant  pressure  for  a  radical  shift 
away  from  government  control  and  toward 
freer  markets.  Just  as  the  Marshall  Plan 
helped  restore  the  old  system  to  Western  Eu- 
rope, similar  assistance  to  the  East  would 
help  maintain  the  excessive  government  di- 
rection and  management  of  their  economies. 

The  truth  that  a  child's  initiative  is  weak- 
ened when  parental  help  is  too  readily  avail- 
able applies  to  economies  as  well.  They  are 
more  likely  to  prosper  when  they  are  forced  to 
put  their  own  houses  in  order  and  have  to 
bear  the  economic  burden  of  the  transition 
toward  productive  market  economies. 


)NOMIC  VIEWPOINT 
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Conventional  business  wisdom  says: 
never  let  the  competition  know 
what  you're  doing.  But  at  Novell, 

we  believe  the  secret  of 
success  IS  to  share  your  secrets. 
So  we  established  the 
Novell  Labs  program  to  openly  share 
our  networking  software  technology 
with  other  companies. 
The  result  is  that  customers  can 
buy  products  from  companies  like  IBM, 
Compaq,  and  Hewlett-Packard, 
and  know  they'll  work  optimally 

on  their  Novell  networks. 
While  you  might  consider  our 
approach  unconventional,  consider  this: 
Novell  NetWare""  lets  more 
kinds  of  computers  talk  to 
each  other  than  any  other 
networking  software  in  the  world. 
Which  is  information  we  wouldn't 
mind  sharing  with  anyone. 


^NOV  E 


The  Past,  Present,  and  Future  of 
Network  Computing. 


In  The  Past,  There  Was  Only  One  Way 
A  Company  Could  Reliably  Exchange  Information 

With  The  Competition. 


Economic  Trends 


BY  GENE  KORETZ 


WILL  HOUSEHOLDS 

mm  UP  TO  STOCKS 

IN  THE  1990s? 


The  friendlier  attitude  some  individual 
investors  have  been  displaying  to- 
ward the  stock  market  recently— after 
decades  of  disaffection— can  hardly  be 
described  as  a  budding  romance  just 
yet.  But  "it  may  foreshadow  a  trend 
with  important  im])litations  for  both  eq- 
uities and  the  economy  in  the  decade 
ahead,"  says  economist  William  C. 
Melton  of  IDS  Financial  Services  Inc. 

Although  households  were  net  direct 
sellers  of  stock,  at  a  $28  billion  annual 
rate,  in  the  first  half  of  this  year,  that's 
down  sharply  from  last  year's  pace  and 
the  avei'age  $100  billion-plus  annual  liii- 
uidation  rate  that  prevailed  from  1984 
through  1989.  Moreover,  net  purchases 


THE  IHDIVIDUAL  IS  BACK 
IN  THE  STOCK  MARKET 


76  78 


'82  '84 


'88  '90 


-20- 
^0- 


-60  -  NET  DIREQ  EQUITY  — 

PURCHASES  BY 
-80  -  HOUSEHOLDS  PIUS 
EQUITY  PURCHASES 
-100  -  BY  MUTUAL  FUNDS* 


-120- 


•91 

FIRST-HALF 

ANNUAL 

RATE 


I  I  I  1  L. 


_J  I  I  I  I  I  I  I  LJ 


-140 

A  BILLIONS  OF  DOLLARS 

•MUTUAL  FUND  OWNERSHIP  IS  lARCELV  CONCENTRATED  AMONG  HOUSEHOLDS 
DATA:  FEDERAL  RESERVE,  IDS  FINANCIAL  SERVICES  INC. 


of  ecjuity  rnutual  funds  thi'ough  August 
already  total  $27.6  billion. 

The  upshot,  says  Melton,  "is  that 
househoMs  appear  to  be  on  the  way  to 
achieving  significant  positive  net  pur- 
chases of  ecjuity— dii'ectly  and  thr-ough 
mutual  fiind  investments— for  the  first 
time  in  thn-e  decades." 

Oliservers  have  attributed  the  slow 
liciuidation  of  equity  holdings  by  indi- 
viduals that  began  in  Lhe  late  1950s  to 
such  developments  as  the  growth  of  the 
private  pension  system,  which  reduced 
the  need  for  personal  retii'ement  sav- 
ings and  fostered  the  institutionalization 
of  the  stock  market  by  pension  fimds 
and  other  financial  interi-nediaries.  But 
Melton  blames  the  huge  disgorgement  of 
stocks  by  individuals  in  the  1980s  on 
the  takeover  boom,  which  shrank  the 
supply  of  ecjuities  by  some  $600  billion 
and  thus  "inevitably  shrank  the  hold- 


ings of  households  as  well."  And  invest- 
ment sti-ategist  E.  Michael  Metz  at  Op- 
penheimer  &  Co.  stresses  Americans  liv- 
ing beyond  their  means  in  the  1980s,  as 
well  as  "the  lure  of  extraoi-dinarily  high 
short-terin  intei'est  rates." 

Whatever  the  cause  of  the  ecjuity  sell- 
off  by  households,  however,  the  big 
question  is  whether  the  apparent  re- 
vival of  intei'est  in  stocks  will  grow. 
Melton  thinks  it  will.  Yields  on  fixed- 
income  securities  have  declined  marked- 
ly in  recent  years,  he  notes.  And  most 
of  the  purportedly  "safei-"  investment 
vehicles  that  compete  with  stocks— from 
bank  deposits  and  insurance  policies  to 
high-yield  bonds,  commercial  real  estate, 
and  even  homeownei'ship— are  now  per- 
ceived to  be  far  riskier  than  in  the  past. 
"In  a  world  of  risky  investments,  stocks, 
which  consistently  racked  up  double- 
digit  returns  during  the  past  decade, 
look  better  and  better,"  says  Melton. 

Metz  notes  that  individual  investors 
are  entering  the  1990s  "with  extraor-di- 
narily  low  exposure  to  ecjuities  as  a  per- 
cent of  theii'  financial  assets."  If  intei'est 
I'ates  and  inflation  move  lower  and  stay 
there,  as  many  economists  predict,  he 
believes  households  could  become  the 
dominant  purchasers  of  stocks  in  a  n-iar- 
ket  in  which  public  and  private  pension 
funds  with  constrained  cashflows  are 
likely  to  take  more  of  a  backseat. 

What  might  such  a  stock  market  be 
like?  Metz  sees  less  obsession  with 
short-term  performance  and  less  use  of 
indexes  and  other  market  derivatives. 
As  individual  investors  I'eenter  the  mar- 
ket, volatility  caused  Ijy  herdlike  behav- 
ior could  decline,  and  ei-nphasis  on  active 
stock  selection  is  likely  to  grow. 

In  such  an  envii'oiiment,  says  Metz, 
"it  is  just  possible  that  stock  markets  in 
the  1990s  will  better  perform  their  clas- 
sic functions  of  raising  new  ecjuity  and 
efficiently  allocating  capital." 


FOREIGN  STUDENTS 

KEEP  COMING 

—AND  KEEP  SPENDING 


The  problems  afflicting  Lhe  U.  S.  econ- 
omy haven't  darnpened  the  desiL'e  of 
foi'eigners  to  study  in  America.  The  In- 
stitute of  International  Education  re- 
ports that  the  number  of  foreign  stu- 
dents at  U.  S.  colleges  and  univei'sities 
hit  a  new  high  of  407,530  in  the  1990-91 
academic  year.  That's  31%  more  than  in 
1980-81  and  well  over  five  tii-nes  the  num- 
ber of  U.  S.  college  students  overseas. 

For  much  of  the  student  invasion,  you 
can  credit  the  lure  of  the  free  enter- 
prise system,  U.S.-style,  and  the  excel- 
lence of  U.  S.  higher  education  in  the 


sciences.  Business  and  management  V\ 
the  most  popular  field  of  study,  follow 
by  engineering,  math  and  computer  s 
ences,  and  physical  and  life  sciences. 

The  growing  overseas  contingent 
Amei'ican  colleges  is  making  its  ms 
on  the  ti-ade  balance.  In  1986,  forei 
students  spent  $3.3  billion  more  in  t 
U.  S.  than  American  students  spe 
overseas.  In  1990,  the  education  "expo 
sui'plus  hit  $4.3  l)illion,  and  so  far  tl 
year,  it  is  running  at  a  $4.7  l)illion 
nual  rate. 


A  TAX  CUT  NEED 
NOT  ZAP 

THE  BOND  MARKET 


The  growing  likelihood  that  Ai-ne 
cans  will  be  pi'ovided  a  modicum 
tax  relief  in  the  coming  election  yc 
has  momentarily  spooked  the  bond  m 
ket,  which  fears  that  such  fiscal  1)1; 
dishments  inevitably  involve  a  dose 
higher  inflation.  But  economist  Nar 
Lazar  at  International  Strategy  & 
vesti-nent  Group  points  out  that  the 
two  times  taxes  wei'e  cut  significanth 
in  early  1975  and  late  1981— stock  pric 
bond  yields,  and  inflation  all  posted  p 
tracted  declines. 

In  both  cases,  notes  Hyman,  ta> 
were  cut  because  the  economy  w 
weak.  "The  current  logic,"  she  says, 
to  sell  bonds  because  reflating  tax  ci 
are  pi'obably  coming.  However,  past  t. 
cut  episodes  suggest  that  bond  yie' 
are  still  likely  to  move  lower  if  the  eci 
omy  stays  weak  and  inflation  decline 


WHY  SOME  AIRFARES 
STAY  ALOFT  WHILE 
OTHERS  PLUMMET 


Consumers  incensed  by  wide  diffi 
ences  in  prices  chai'ged  by  an  e 
line  for  sii-nilar  ti'ips  can  blame  comjK 
Lion.  According  to  a  recent  Natioi 
Bureau  of  Economic  Research  study 
economists  Severin  Borenstein  a 
Nancy  L.  Rose,  such  price  differenti 
tend  to  widen  as  the  number  of  cc 
petitors  on  a  route  increases. 

The  explanation:  Increased  compc 
tion  tyjDically  focuses  on  the  kind  of  ti 
ets  bought  by  toui'ists— advance-pui'ch; 
tickets  requiring  a  Saturday  night  st 
But  competition  has  a  much  smaller 
feet  on  the  higher-priced  unrestrict 
tickets  that  business  travelers  usua' 
buy.  So  airlines  still  tend  to  charge  r 
atively  high  prices  for  those  seats 
they  reduce  discount  fares  in  response 
cuts  by  competitors. 
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WO  PILLARS  OF  THE  ECONOMY 
RE  LOOKING  SHAKY 


BVi  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


fousing  and  autos  are  only  specks  in  the  gross 
national  product.  Their  far-reaching  impact,  how- 
ever, on  the  demand  for  everything  from  light 
jres  to  lug  nuts  wields  a  powerful  influence  on  the 
ness  cycle.  Right  now,  they  are  saying  that  the 
ivery  is  struggling. 

ousing  starts  fell  in  September.  And  car  buying, 
r  weakening  in  August  and  September,  crashed  in 
y  October.  The  consequence:  Industrial  output  is 
dng  down.  If  consumer  demand  for  housing  and 
)S  is  flagging,  there  isn't  much  else  on  the  horizon  to 
srate  production  pep  this  quarter.  And  so  far,  manu- 
uring  has  been  the  recovery's  main  engine. 

Someone  had  better  remind 
the  bond  market  of  all  this.  Un- 
til lately,  the  fragile  state  of  the 
recovery — and  its  implications 
for  lower  inflation  and  interest 
rates — had  been  the  major  in- 
fluence in  the  bond  rally  that 
began  in  mid-July.  Yields  on  30- 
year  Treasury  bonds  fell  from 
8.5%-  to  7.8%  in  early  October. 
But  since  then,  the  market  has 
been  pelted  by  worries  that  are, 


|[  DEFICIT  LOOKS 
(MINOUS  AGAIK 


i:  TREASURY  DEPT.,  COMMERCE  DEPT.,  6W 


east  for  now,  overshadowing  the  still-uncertain  out- 
:  for  the  economy. 

combination  of  inflation  jitters,  worries  about  tax 
;  (page  28),  the  Federal  Reserve's  failure  to  cut  short- 
a  rates,  and  a  rush  of  debt  issues  from  Japan  lifted 
30-year  yield  back  to  nearly  8.17o  on  Oct.  22,  prompt- 
speculation  that  the  bond  rally  may  be  over, 
he  bond  market  is  particularly  upset  by  the  prospect 
:ax  cuts.  A  tax  package  generates  concerns  about 
ition  and  opens  the  possibility  of  an  even  greater 
d  of  Treasury  paper,  if  the  cuts  further  widen  the 
iral  deficit. 

he  budget  gap  is  already  expected  by  most  econo- 
ts  to  zoom  to  at  least  $350  bilhon  in  fiscal  year  1992. 
he  consensus  expectation  for  GNP  grov/th  in  1992  is 
:he  mark,  the  deficit  is  already  on  track  to  approach 
record  of  6.3%  of  GNP  set  in  1983  (chart). 

IE  BOND  The  bond  market  may  be  overreacting, 
^ll'Y  however.  Traders  got  bent  out  of  shape 

AY  HOT  on  Oct.  17,  when  the  government  report- 
l  OVER  g(j  ^Yia.t  the  consumer  price  index  rose  an 
xpectedly  large  0.4%'  in  September.  The  core  CPI, 
ch  excludes  volatile  swings  in  food  and  energy — rose 
a  disquieting  0.4%  for  the  fourth  consecutive  month. 


But  that  is  not  indicative  of  the  CPl's  true  trend. 

Prices  for  medical  care,  tobacco  products,  education, 
and  entertainment — only  about  15%  of  the  CPI — rose  rap- 
idly in  September,  but  not  because  of  economic  strength. 
Medical  costs  are  a  structural  problem,  new  taxes  are 
boosting  tobacco  prices,  education  costs  are  rising  be- 
cause of  troubled  state  and  local  governments,  and  en- 
tertainment prices  posted  a  one-time  jump. 

Taking  the  longer  view,  infla- 
tion— both  overall  and  the  core 
rate — continues  to  moderate 
(chart).  Core  inflation  has  fallen 
from  5.7%  in  February  to  4.5% 
in  September.  As  in  past  busi- 
ness cycles,  the  progress  should 
continue  well  into  the  recovery, 
particularly  since  the  upturn  is 
laboring. 

Bond  traders  may  also  be 
misreading  the  Fed.  The  down- 


INFLATION  STAYS 
ON  A  SLOWER  TRACK 
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▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  LABOR  DEPT.,  BW 


beat  message  from  housing  and  autos  says  that  the 
central  bank  is  likely  to  find  the  opportunity  to  shave 
another  quarter-point  off  the  federal  funds  rate,  now  at 
5V4%,  sooner  rather  than  later.  Indeed,  the  Oct.  23  report 
from  each  of  the  Fed's  12  district  banks  is  not  encourag- 
ing. It  said  that  the  economy  in  September  and  early 
October  was  "weak  or  growing  slowly." 

I HOUSING  The  bond  market  is  likely  to  regv'.n  its 
MAY  focus  in  coming  months,  as  evid'.mce  of 

DECIDE  TO  the  recovery's  battle  to  sun.  ivc  becomes 
HIBERHATE  clearer.  Housing  starts  in  September  fell 
for  the  first  time  since  March,  dropping  by  2.2%,  to  an 
annual  rate  of  1.03  million  (chart,  next  pa^e).  Building 
permits,  an  indicator  of  future  construction,  rose  2.7%c, 
recovering  about  half  of  their  5.2%  decline  in  August. 
Starts  of  both  single-family  units  and  apartment  build- 
ings fell,  and  only  the  South  posted  a  gain. 

The  slip  in  housing  starts  is  somewhat  surprising, 
because  it  came  while  mortgage  rates  were  falling.  The 
lift  from  lower  rates,  however,  is  being  offset  by  factors 
that  are  a  drain  on  housing  demand.  Fewer  new  house- 
holds are  being  created,  for  example.  And  affordability 
remains  a  problem  for  some  consumers.  Builders,  mean- 
while, seem  to  have  been  hit  hard  by  the  credit  crunch. 

In  addition,  consumers  continue  to  worry  about  the 
future.  According  to  preliminary  results,  the  University 
of  Michigan's  index  of  consumer  sentiment  dropped  in 
October  to  its  lowest  level  since  the  gulf  war. 
Fewer  new  jobs  and  smaller  pay  raises  are  causing 
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Business  Outloo 


headaches  for  consumers,  who  are  already  strapped  for 
cash.  Personal  wealth — households'  assets  minus  their 
financial  liabilities — fell  in  1990,  according  to  the  Federal 
Reserve.  And  it  most  likely  will  drop  again  this  year. 
That  means  fewer  people  are  willing  or  able  to  carry  the 
huge  debt  burden  that  comes  with  a  new  house. 

Right  now,  the  end  to  falling 
interest  rates  adds  even  more 
risk  that  the  housing  recovery 
could  stall  out.  The  average 
fixed  rate  on  a  30-year  mort- 
gage rose  slightly  in  mid-Octo- 
ber, to  8.9%  from  8.89%  in  the 
week  before,  according  to  HSH 
Associates.  That  was  the  first 
increase  in  four  months. 

Meanwhile,  the  auto  rebound 
is  anything  but  turbocharged. 


THE  HOUSING  UPTURN 
IS  LOSING  STEAM 

1.6  r 
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Like  housing,  the  recovery  in  car  production  has  been 
steady  but  subdued.  Auto  makers  have  kept  production 
modest,  making  fewer  cars  than  have  been  sold  this  year 
(chart).  That  has  kept  inventory  levels  low. 

But  can  Detroit  continue  that  success  in  the  fourth 
quarter?  Auto  makers  plan  to  produce  at  an  annual  rate 
of  about  6.1  million  cars  this  quarter,  but  even  that  may 
be  too  many.  Only  6.2  million  domestically  made  new 
cars  were  sold  in  the  middle  10  days  of  October,  after  an 
awful  5.5  million  pace  earlier  in  the  month.  October  car 
output  may  outpace  sales  for  the  first  time  in  two  years. 

FACTORIES     If  cars  and  housing  lose  ground  this 
WRESTLE       quarter,  the  spillover  effects  will  be  espe- 
WITH  WEAK    cially  acute  in  the  industrial  sector.  Al- 
DEMAND       ready,  the  factory  recovery  is  flagging. 
Industrial  output  rose  by  only  0.1%  in  September,  and 
after  revisions,  August  production  was  flat,  instead  of 
the  0.3%'  gain  originally  reported  for  that  month.  So 
although  third-quarter  industrial  production  grew  at  a 


6%  annual  rate,  that  healthy  advance  reflected  strengt 
in  June  and  July,  not  in  the  later  months. 

A  large  weather-related  drop  in  energy  deman 
dragged  down  the  September  output  data.  The  decline  i 
utility  use  also  caused  the  industrial  operating  rate  t 
fall  to  79.7%,  down  slightly  from  79.8%^  in  August. 

Manufacturers  lifted  their  output  by  a  healthy  0.5%  i 
September,  as  auto  output  jumped  8%.  But  excludin 
autos,  manufacturing  output  was  up  a  mere  0.1%,  a 
many  producers  struggled  with  lackluster  demand. 

Makers  of  business  equip- 
ment, excluding  autos,  saw  out- 
put gains  slow  during  the  sum- 
mer. Capital-goods  makers  may 
not  be  able  to  shake  off  their 
malaise  in  the  fourth  quarter. 
The  rise  in  long-term  interest 
rates  will  hurt  domestic  de- 
mand, and  foreign  buyers  are 
showing  signs  of  fatigue. 

Indeed,  foreign  trade  was  a 
drag  on  third-quarter  GNP.  In 


CAN  CAR  SALES  STAY 
AHEAD  OF  OUTPUT? 

7.0  r 


▲  MiaiONS  Of  UNITS,  AT  ANNUAL  RATES 
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August,  the  merchandise  trade  deficit  rose  to  $6.8  billioii 
up  from  $5.9  billion  in  July.  A  3%-  drop  in  exports,  11 
$34.2  billion,  along  with  a  smaller  0.6%'  fall  in  imports,  l! 
$40.9  billion,  caused  the  gap  to  widen.  After  taking  pri( 
changes  into  account,  the  trade  deficit  so  far  in  the  thii; 
quarter  is  50%^  bigger  than  it  was  in  the  second  quarte 

The  rise  in  imports  may  also  be  a  drag  this  quarter 
a  significant  amount  of  those  foreign  goods  landed  : 
inventories.  If  so,  then  the  inventory  rebuilding  that 
expected  for  the  fourth  quarter  would  be  less  of  a  booi 
for  domestic  producers. 

That's  another  reason  to  worry  about  the  upturn  ; 
manufacturing,  which  is  already  wrestling  with  hig 
interest  rates  and  sluggish  demand  for  autos  and  hou 
ing.  The  real  danger  is  that,  if  the  factory  rebound  go< 
flat,  the  entire  recovery  will  be  in  serious  trouble. 


GROSS  leiATIONAL  PRODUCT 


Tuesd,-y,  Oct.  29,  8:30  a.m. 
The  re.il  gross  national  product  likely 
grew  at  a  2  n%  annual  rate  in  the  third 
quarter,  say  economists  polled  by 
McGraw-Hill  Inc.'s  vims  International. 
GNP  fell  by  0.5';''  in  i!:  '  second  quarter. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Oct.  30,  10  a.  m. 
New  houses  probably  sold  it  an  annual 
rate  of  540,000  in  September,  the  same 
pace  as  in  August. 

PERSONAL  INCOME 


Wednesday,  Oct.  30,  10  a.m. 
Personal  income  likely  rose  0.4%  in  Sep- 
tember, the  same  gain  as  in  August. 


Consumer  spending  probably  increased 
0.5%  for  the  month,  on  top  of  a  small 
0.1%  rise  in  August. 

FACTORY  INVENTORIES  

Thursday,  Oct.  31,  10  a.m. 
Factory  inventories  were  likely  un- 
changed in  September.  Stockpiles  have 
fallen  for  nine  consecutive  months,  in- 
cluding a  0.3%  drop  in  August. 

EMPLOYMENT  

Friday,  Nov.  1,  8:30  a.m. 
The  MMS  economists  forecast  that  non- 
farm  payrolls  rose  by  only  40,000  in  Oc- 
tober, after  a  24,000  advance  in  Septem- 
ber. The  October  jobless  rate,  however, 
is  expected  to  rise  to  6.8%,  from  6.7%  in 
September. 


LEADING  IHDICATORS 


Friday,  Nov.  1,  8:30  a.m. 
The  government's  index  of  leading  im 
cators  probably  rose  0.1%  in  Septemb( 
In  August,  the  index  was  unchanged. 


NAPM  SURVEY 


Friday,  Nov.  1,  10  a.m. 
The  National  Association  of  Purchasii 
Management's  index  of  business  activi 
likely  edged  up  to  55.2%-  in  Octob< 
from  55%  in  September. 

CONSTRUCTIOH  SPENDING  

Friday,  Nov.  1,  10  a.m. 
Construction  spending  was  flat  in  S( 
tember,  says  the  MMS  consensus.  In  A 
gust,  outlays  rose  0.3%. 
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duld  you  hire  yourself  to  manage  your  portfolio? 


For  yoLi,  investing  isn't  ivall>'  cil)out  mc^ney.  It  s 
about  that  horse  farm  in  Kentucky.  Or  four 
years  at  your  alma  mater  for  the  twins.  Or  may- 
be a  vintage  P-51  Mustang  fighter — and  the 
lime  to  restore  it. 

But  while  you've  built  a  nice  portfolio  over 
the  years,  you've  never  had  all  the  time  you 
need  to  manage  it.  You  could  go  directly  to 
the  money-management  superstars.  But  the 

minimum  investment 
is  beyond  the  reach  of 
most  investors. 
Fortunately  we  pio- 
neered a  way  to  put  even  a 
$50,000  portfolio  into  the  same 
professional  hands.  You  simply 
sit  down  with  your  Shearson 
Lehman  Financial  Consultant 
and  outline  your  goals.  Then 
we'll  help  find  the  best  money 
manager  for  you,  choosing  from 
those  reconmiended  by  our  staff 
of  37  investment  manager  eval- 
uation analysts.  You  pay  just  one 
annual  fee  based  on  the  size 
of  your  portfolio. 
Once  you've  opened  your  account, 
think  about  where  you  want  to  be 
in  the  future.  Your  Financial  Consultant  will 
monitor  your  portfolio,  year  after  year,  to  help 
you  get  there  from  here. 


You  can  get  there 
from  here.' 


SHEARSON 
LEHMAN 
BROTHERS 


EXPRESS 


Shearson  Lehman  Bruthers  Inc.  .Memlx-r  SIPC, 


e 

e 

TAXES  I 
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SUDDENLY/EVERYONE 
WANTS  TO  CUT  TAXES  I 

BUT  FIRST,  THERE'LL  BE  ALL-OUT  WAR  OVER  THE  DETAILS 


Washington  has  a  bad  case  of 
tax-cut  fever. 
Senate  Finance  Committee 
Chairman  Lloyd  Bentsen  (D-Tex.)  says: 
"The  economy  is  dead  in  the  water,  and 
we  have  to  jump-start  it."  House  Minor- 
ity Whip  Newt  Gingrich  (R-Ga.)  and 
Speaker  Thomas  S.  Foley  (D-Wash.) 
agree  that  Congress  should  provide  a 
stimulative  jolt  before  quitting  for  the 
year.  Housing  Secretary  Jack  F.  Kemp, 
getting  a  headstart  on  an  Administration 
that's  still  pondering  its  options,  is  call- 
ing for  a  tax  summit  to  consider  "emer- 
gency measures."  Even  curmudgeonly 
House  Ways  &  Means  Committee  Chair- 
man Dan  Rostenkowski  (D-Ill.)  is  fal- 
tering. He  plans  to  lav  mit  a  schi'tiif  of 


his  own  within  the  next  week  or  so. 

A  tax  cut  that  seemed  inconceivable 
just  weeks  ago  could  be  reality  by  year- 
end.  It  almost  surely  would  include  a  cut 
in  the  tax  on  capital  gains  and  a  reduc- 
tion in  income  taxes  for  middle-income 
families.  It  also  will  probably  contain 
some  kind  of  rate  hike  on  the  wealthy. 
But  despite  the  growing  clamor,  there's 
no  assurance  that  ideological  differences 
can  be  bridged  quickly  enough  to  assure 


A  TAXPAYER'S 
GUIDE  TO  THE 
WASHINGTON 
WRANGLING 


a  deal  this  year.  And  there's  no  guarai 
tee  any  quick-fix  tax  bill  will  do  much  i 
juice  up  the  sputtering  economy.  ' 
doubt  there  will  be  much  macro  effect 
says  University  of  Michigan  economi; 
Joel  B.  Slemrod. 

In  the  frenzy  of  an  approaching  ele 
tion  year,  politicians  may  agree  som 
thing  should  be  done.  But  they're  badi 
divided  over  details.  Congressional  Dei 
ocrats  are  squabblmg  among  themselvJ 
about  what  kind  of  middle-class  tax  ri 
lief  they  favor  and  how  to  pay  for  it] 

At  the  White  House,  the  idea  of  an' 
recessionary  action  has  been  given  ne 
urgency  by  polls  showing  that  voter  co 
cern  about  the  economy  is  beginning  ; 
chip  away  at  President  Bush's  reelectio 
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)ort.  But  the  Administration  is  deep- 
plit.  An  insurgent  faction,  led  by 
ip  and  Commerce  Secretary  Robert 
'losbacher,  is  pushing  for  a  big  eco- 
ic-growth  package.  They  are  bat- 
:  Treasury  Secretary  Nicholas  F. 
ly,  Budget  Director  Richard  G.  Dar- 

,  Council  of  Economic  Advisers 
rman  Michael  J.  Boskin,  and  White 
se  Chief  of  Staff  John  H.  Sununu, 

argue  the  economy  doesn't  need  the 

of  "help"  that  Congress  is  ready  to 
r.  They  fear  that  altering  last  year's 
ret  accord  would  remove  the  final 
d  of  fiscal  restraint.  "Once  a  budget 
■ement  is  opened  up,"  warns  one  Ad- 
stration  aide,  "people  are  going  to 
t  driving  tanks  and  trucks  through 
Moreover,  opponents  are  concerned 

a  new  tax  fight  would  expose  Bush 
n  to  Democratic  charges  that  he  fa- 

the  rich.  A  worried  Bush  seems  to 
:ilting  to  the  do-something  crowd. 
ih  is  way  out  in  front  of  his  econom- 
Ivisers,"  Kemp  says.  "What  a  trage- 
t  would  be  if  we  focus  on  counting 
leans." 

tK  CHOICES.  The  White  House  is 
ggling  to  get  control  of  runaway 
its.  But  that  effort  will  be  complicat- 
y  Bush's  travel  schedule,  which  will 
)  him  away  from  Washington  for 
h  of  the  fall.  And  even  if  Bush  and 
sessional  leaders  come  to  terms  on 


a  tax  package,  economists  doubt  it  will 
do  much  to  boost  growth.  Most  feel  that 
a  tax  cut  of  $10  billion — or  even  $20 
billion — a  year  won't  do  much  for  a  $5.5 
trillion  economy,  even  in  the  short  run. 
Says  former  Reagan  tax  aide  Eugene 
Steuerle:  "It's  hard  to  believe  that  any- 
thing this  small  can  really  make  much  of 
a  difference.  We're  talking  about  less 
than  0.57<  of  GNP." 

It's  tough  to  predict  the 
impact  of  any  tax  measure 
until  policymakers — who 
still  face  a  $300  billion-plus 
federal  deficit — decide  how, 
or  whether,  they  want  to 
make  up  for  lower  reve- 
nues. "The  choices  are 
stark:  Do  you  cut  taxes 
on  some  individuals  and 
raise  them  on  others? 
That  won't  provide  much  of  a  spur  to 
the  economy.  Paying  for  a  tax  cut  by 
cutting  defense  spending,  as  Bentsen  ad- 
vocates, could  actually  slow  the  economy 
a  bit.  According  to  Laurence  H.  Meyer  & 
Associates,  a  St.  Louis  economic  consult- 
ing firm,  a  $10  billion  tax  cut  that's  off- 
set by  a  $10  billion  reduction  in  defense 
spending  by  the  end  of  1992  would  trim 
0.2'/^  from  economic  growth.  And  there's 
a  longer-term  issue  raised  by  proposals 
to  use  defense  savings  to  cut  taxes: 
Spend  future  peace  dividends  on  a  tax 


Economists  doubt 
that  any  package 
will  do  much  to 
boost  growth  now 


break  today  and  they  won't  be  there  to- 
morrow for  education,  health,  and  other 
"human  capital"  investments  that  so 
many  politicians  back. 

The  final  choice  for  policymakers  is  to 
cut  taxes  and  simply  let  the  deficit  grow. 
According  to  economic  theory,  widening 
the  deficit  should  be  stimulative.  But  the 
bond  markets,  which  have  tanked 
since  rumors  of  a  tax  cut 
began  to  fly,  aren't  coop- 
erating. And  a  little  tax 
trimming  won't  do  much 
for  the  economy  if  inter- 
est rates  rise  or  even  if 
market  fears  of  a  higher 
deficit  limit  the  Federal 
Reserve's  ability  to  cut 
rates.  Treasury's  Brady 
and  chief  economist  Boskin 
are  warning  Bush  of  the  dan- 
gers of  a  tax-cut-induced  spike  in  inter- 
est rates. 

Market  jitters  over  the  tax  talk  have 
"already  cost  us  25  basis  points  on  the 
long  bond,"  says  one  senior  Fed  official. 
"And  that's  just  the  first  round."  The 
Fed's  concerns  make  it  clear  that  the 
deficit  still  matters.  "The  current  mal- 
aise does  call  for  some  kind  of  fiscal 
stimulus,"  says  Mellon  Bank  chief  econ- 
omist Norman  Robertson.  "But  it's  hard 
to  contemplate  tax  cuts  when  we  face 
the  prospect  of  a  $400  billion  deficit  next 


lOWER  CAPITAL  G 


)ED  DEPENDENT-CHILD  CREDIT 


■  May  delay  investment  until  bill  becomes  law, 
then  would  create  a  temporary  spurt  in  investment 

■  Raises  revenue  in  the  first  year,  but  a  debate  rages 
over  whether  revenues  would  later  decline 


n  spending 

)0  credit  would  cost  $60 
'er  five  years 


■  High-income  investors  are  the 
biggest  winners 


its  are  targeted  to  the  working  poor, 
less  valuable  for  higher-income  families 
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year.  Any  package  would  have  to  be 
ver\',  very  small." 

How  do  you  get  the  biggest  bang  for 
the  paltry  bucks  out  there?  Cutting  capi- 
tal gains.  Bush's  favorite  plan,  would 
likely  do  the  least.  A  months-long  debate 
would  probably  have  the  perverse  effect 
of  locking  up  capital,  while  investors 
wait  for  the  lower  tax  rate  to  take  hold. 
Once  the  new  rate  kicked  in,  it  would  set 
off  a  flurry  of  transactions,  but  the  net 
investment  probably  wouldn't  give  the 
economy  immediate  help.  Says  Meyer  & 
Associates  economist  Chris  Varvares: 
"It  doesn't  offer  much  stimulus  poten- 
tial. You're  not  going  to  unleash  invest- 
ment in  small  firms  overnight."  Finally, 
Bush's  capital-gains  proposal,  which  pro- 
vides explicit  incentives  for  long-term  in- 
vestment, v\as  designed  to  prevent  the 
kind  of  asset-flipping  that  might  spur 
short-run  activity. 

QUICK  FILLIP.  What  about  some  kind  of 
middle-income  tax  relief?  There  are  lots 
of  different  versions  of  this  floating 
around:  raising  the  personal  exemption, 
creating  a  new  credit  of  $300  or  more 
for  each  child,  or  slashing  the  Social  Se- 
curity payroll  tax. 
Each  would  put  mon- 
ey in  the  hands  of 
people  most  likely  to 
spend  it  fast,  giving 
the  economy  a  short- 
term  boost.  Even  if 
the  middle-class  cut 
were  financed  with  a 
new  tax  on  the 
wealthy,  the  economy 
might  still  get  a  small 
jolt.  The  downside: 
The  wealthy  will  have 
a  bit  less  to  save  and 
invest.  And  that, 
economists  say,  will 
hurt  in  the  long  run. 

Bentsen  has  been 
pushing  a  plan  to  ex- 
pand tax  benefits 
greatly  for  contribu- 
tions to  individual  re- 
tirement accounts. 
Economists  have  been 
ai'L'uing  for  a  decade 
ovt'f  whether  iras 
crei'U'  new  long-term 
saviii;/s  or  merely  en- 
cou)-:  people  to 
shift  li.  ley  from  tax- 
able ti  I  !  ax-deferred 
account.^  Curiously, 
if  the  era  >  of  IR.A.S 
are  right,  tl  •  new  tax 
break  coukl  actually 
encourage  wealthy  in- 
dividuals to  spend 
some  of  their  tax-gen- 
erated windfall.  If  iRA 


boosters  are  correct,  the  tax  break  will 
increase  long-term  savings  but  do  noth- 
ing for  today's  economy.  Says  Var\-ares: 
"Tax  cuts  aimed  at  boosting  savings  are 
good  long-term  policy,  but  not  good 
countercyclical  policy." 

Lurking  in  the  vdngs  is  yet  another 
tax-policy  evergreen — restoration  of  the 
investment  tax  credit.  Bringing  back  the 
old  ITC,  which  was  killed  in  the  big  1986 
tax  reform,  would  be  hugely  expensive 
and  just  isn't  in  the  cards.  But  a  target- 
ed credit — limited  to  increased  spending 
for  specific  types  of  investment — is  get- 
ting a  second  look  on  Capitol  Hill.  Many 
economists  believe  such  a  focused  cut 
may  be  the  way  to  go.  Says  Lawrence 
Chimerine,  senior  economist  at  DRl/Mc- 
Graw-Hill  and  sometime  adviser  to  New 
York  Governor  Mario  M.  Cuomo:  "If 
we're  going  to  cut  taxes,  we  ought  to 
get  the  maximum  bang  for  every  buck." 
But  plans  such  as  Chimerine's  would 
give  government  a  direct  role  in  choos- 
ing winners  and  losers,  posing  problems 
for  an  Administration  hostile  to  any  hint 
of  industrial  policy. 

The  truth  of  the  matter  is  that  manv 


THE  BUDGET:  HOW  WASHINGTON 
PAINTED  ITSELF  INTO  A  CORNER 


W 


Then  the  Bush 
Administration 
agreed  to  new 
budget  rules  as  part  of  last 
year's  deficit-cutting  deal 
with  Congress,  a  key 
White  House  goal  was  to 
keep  Democrats  from  rais- 
ing taxes  to  fund  higher 
spending.  Bush  might  have 
been  more  skeptical  if  he 
had  realized  how  hard  it 
would  be  to  cut  taxes — even  in  or- 
der to  spur  economic  recovery. 

Tlie  rules  create  a  set  of  five  bud- 
getary "boxes" — for  military  spend- 
ing, foreign  aid,  entitlements  such 
as  medicare  and  farm  supports,  one 
more  for  all  other  domestic  outlays, 
and,  finally,  one  for  taxes. 

Under  the  rules.  Congress  can 
shift  money  among  programs  with- 
in each  box.  It  can  spend 
less  than  an  agreed-upon 
lid  for  the  box.  But  it  may 
not  move  money  from  one 
box  to  another.  The  only 
exception:  Taxes  may  be 
raised  to  expand  entitle- 
ment programs.  That  pro- 
vision was  backed  by 
House  Ways  &  Means 
Committee  Chairman  Dan 


THE  RULES  MAY 
STYMIE  BUSH  . . 


Rostenkowski  (D-Ill.), 
whose  panel  rules  over 
both  revenue  bills  and 
most  entitlements. 
PAINFUL  SUBJECT.  Lawmak- 
ers now  are  talking  about 
using  the  proceeds  from 
cuts  in  military  spending 
to  finance  tax  reduction. 
This  sounds  great,  but 
there  are  three  technical 
problems.  The  plan  violates 
the  rule  against  revenue  shifting. 
Sharp  cuts  in  defense  outlays  were 
already  assumed  when  the  deficit- 
reduction  targets  were  set  last  year. 
And  lawmakers  are  proposing  to 
cut  taxes  now,  though  the  savings 
from  further  military  cuts  wouldn't 
be  realized  for  several  years. 

So  what  can  Congress  do?  It 
could  rewrite  the  budget  deal,  but 
both  Democrats  and  Re- 
publicans are  reluctant  un- 
til after  the  1992  elections. 
More  likely,  Congress  and 
the  White  House  will  con- 
spire in  a  big  budgetary 
wink.  If  President  Bush 
and  three-fifths  of  each 
house  agree,  they  can  sim- 
ply ignore  the  rules  and 
cut  taxes. 


tax-cut  backers  know  full  well  tha 
would  provide  little  short-term  stimu 
Political  panic  over  the  sluggish  re 
ery  is  a  chance  for  them  to  get  s( 
long-desired  structural  changes  wri 
into  the  tax  code.  "My  concern  is 
investment  side,"  says  Mark  Bloomf 
president  of  the  American  Council 
Capital  Formation,  a  business  gn 
But  will  a  tax  cut  help  the  econc 
now?  "It  may  have  some  symbolic 
ue,"  he  says. 

GATHERING  STEAM.  Tax  reduction  i 
not  help  today's  economy,  but  the  ti 
is  on  the  move.  Many  Washington  ha 
are  reminded  of  1981,  when  Congi 
and  President  Reagan  engaged  in  a 
sastrous  bidding  war  over  tax  cuts, 
in  1981,  the  deficit  was  only  $78  bill 
and  the  economy  was  sliding  into 
worst  recession  of  the  postwar  era.  ! 

Even  the  huge  1991  deficit  may 
prevent  a  new  outbreak  of  tax  fe\ 
Says  Gail  Fosler,  chief  economist  at 
Conference  Board:  "When  you  are  t 
far  away  from  balancing  the  budget, 
very  hard  to  argue  that  $20  billion  ( 
way  or  the  other  is  going  to  hav« 
material  effect." 

Spoken  like 
economist.  But  at 
moment.  Bush  a 
congressional  lead 
are  thinking  mai 
of  politics.  The  Pn 
dent  has  been  stir: 
by  his  dip  in  1 
polls.  More  than  h 
of  those  surveyed 
a  new  Washingt 
Post-ABC  News  p 
believe  that  the  ti 
might  be  ripe  foi 
new  President  to  " 
the  nation  in  a  n 
direction." 

And  on  Capi 
Hill?  After  scand 
over  check-kiting  i 
unpaid  tabs  in  1 
House  restaurant- 
say  nothing  of  the 
sastrous  Clarei 
Thomas  confirmat 
hearings — lawmaki 
want  desperately 
hand  voters  a  Chr 
mas  present.  Wh 
all  is  said  and  do 
this  may  be  one  i 
cut  that'll  do  far  m( 
for  politicians  th 
for  the  economy. 

By  Howard  Gle 
>nan  and  Mike  i 
Namee.  with  Doug 
Harbrecht  and  Pa\ 
Dwyer,  in  WashiyigU 
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MPETITIVENESS  CHIEF  QUAYLE  IS  MAKING  BUSINESS  HAPPY,  CONSUMER  GROUPS  LIVID 


(AN  QUAYLE, 

[EGULATION  TERMINATOR 


e's  pursuing  the  cause  with  a  vengeance — and  scoring  political  points 


rou  won't  hear  any  Dan  Quayle 
jokes  from  Roland  S.  Boreham 
Jr.  The  Fort  Smith  (Ark.)  chief 
ecutive,  whose  Baldor  Electric  Co. 
lilds  motors,  has  signed  up  for 
layle's  campaign  to  simplify  prodiict- 
.bility  laws.  "The  system  is  so  doggone 
mplicated  and  expensive,  other  coun- 
ies  are  laughing  at  us,"  he  says. 
Ve're  at  a  competitive  disadvantage." 
But  is  the  Vice-President,  whose 
aky  political  reputation  casts  a  long 
adow  over  his  role  as  head  of  the 
•esident's  Council  on  Competitiveness, 
e  guy  to  lead  the  charge?  Boreham 
luses.  "To  hell  with  that,"  he  says. 
Vhen  someone  comes  along,  fighting 
ick  effectively,  I  say  go  for  it." 
O  EXCUSE.'  The  polls  show  that  lots 
folks  still  laugh  at  the  boyish-look- 
g  Hoosier.  But  in 
uayle's  unsung  role  as 
iregulatory  fanatic,  he 
is  found  a  niche  in 
e  city  of  long  knives 
id  short  memories.  "I 
)  have  a  political 
fenda,"  Quayle  told 

JSINESS  WEEK.  "It's  tO 

ive  as  few  regulations 
;  possible." 

Those  are  words  busi- 
jss  loves.  "I  wasn't  en- 
■nored  when  Bush 
lose  him"  as  Vice- 
resident,  Hershey 
oods  Chairman  Rich- 
'd  A.  Zimmerman  said 


at  a  recent  GOP  fund-raiser  in  Harris- 
burg,  Pa.  "But  Quayle's  looking  better." 
Adds  Malcolm  W.  Gambill,  president  of 
Harsco  Corp.,  a  diversified  manufactur- 
er: "I'd  probably  vote  for  someone  else 
for  President.  But  the  fact  he's  doing 
this  is  marvelous." 

Normally,  the  job  of  screening  regula- 
tions falls  to  the  Office  of  Management 
&  Budget.  But  President  Bush  has  given 
the  portfolio  to  the  Vice-President.  Since 
it  was  formed  in  1989,  Quayle's  council 
has  squelched  dozens  of  regulations  (ta- 
ble). Administration  officials  say  he  has 
been  most  successful  in  reining  in  the 
Environmental  Protection  Agency,  less 
so  in  tempering  the  gung-ho  Food  & 
Drug  Administration.  His  campaign 
against  out-of-control  legal  fees  got  a 
boost  on  Oct.  23  when  Bush  directed  all 


COMPETITIVENESS,  QUAYLE-STYIE 

As  chairman  of  the  Council  on  Competitiveness,  Vice-President  Dan  Quayle  is 
the  Bush  Administration 's  bureaucracy-buster.  Sonw  examples: 
ENVIRONMEKT  The  Council  temporarily  blocked  Environmental  Protection 
Agency  efforts  to  reduce  power  plant  sulfur  emissions  that  affect  visibility  in 
the  Grand  Canyon.  The  Council  also  exempted  old  power  plants  from  some 
Clean  Air  Act  requirements  if  they  are  updating  their  equipment 
REGULATED  INDUSTRIES  The  Council  is  working  on  proposals  to  reduce  the 
time  it  takes  for  government  approval  of  new  drugs  and  to  slash  red  tape  for 
the  biotechnology  and  telecommunications  industries 


REAL  ESTATE  The  Council  has  endorsed  legislation  that  would  make  it  harder 
for  the  federal  government  to  take  private  property.  It  also  wants  to  make  it 
easier  to  develop  certain  kinds  of  wetlands  now  protected  by  law 

DATA:  BW 


government  agencies  to  follow  Quayle's 
guidelines  for  holding  down  legal  costs. 

It's  all  raising  some  hackles.  "There's 
no  e.xcuse  for  this  kind  of  meddling," 
fumes  one  high-level  EPA  official  about 
Quayle's  efforts  to  soften  final  regula- 
tions for  the  revised  Clean  Air  Act. 
Ralph  Nader  is  blunter:  "Dan  Quayle  is 
just  a  tool  of  corporate  interests.  He's 
looking  for  something  to  do  until  Jay 
Leno  and  David  Letterman  stop  making 
fun  of  him  on  late-night  television.  This 
is  bad  policy,  and  he's  going  to  pay  for  it 
politically."  If  Senator  John  H.  Glenn  (D- 
Ohio)  has  his  way,  the  payments  will 
start  soon.  Glenn  has  scheduled  hearings 
of  his  Governmental  Affairs  Committee 
to  consider  whether  Quayle  is  encroach- 
ing on  the  freedom  of  independent  regu- 
latory agencies. 

Hearings  or  no,  Quayle  has  big  plans 
for  his  council.  His  aides  are  readying  a 
proposal  to  speed  approval  of  new  drugs 
by  the  FDA.  A  January  white  paper  will 
encourage  easing  legal  restrictions  on 
the  activities  of  telephone  companies. 
And  Allan  B.  Hubbard,  the  council's  ex- 
ecutive director,  has  ordered  a  cost-bene- 
fit analysis  of  all  federal  government 
regulations  over  the  past  15  years, 
though  the  methodology  of  such  studies 
is  widely  considered  suspect. 
ROOSTING  CHICKENS?  Quayle's  effort  to 
become  the  regulatory  terminator  may 
not  win  him  friends  inside  the  Beltway, 
but  it  makes  sen.se  politically.  He  is  gal- 
vanizing executives  who  will  soon  be 
asked  to  open  their  wallets  for  1992's 
Presidential  campaign — and  who  will  be 
a  key  source  of  funding  for  Quayle's 
expected  1996  White  House  bid. 

Democratic  strategist  William  Galston 
thinks  there  may  be  some  risk  to 
Quayle.  "These  decisions  will  have  con- 
sequences five  years  from  now,  and 
chances  are  one  of  them  will  come  a 
cropper,"  says  Galston.  But  he  adds: 
"Quayle  is  working  quite  eif -ctively  to 
position  himself  as  the  champion  of  the 
moderate  conservative  mainstream." 

To  many  in  Washington,  Quayle's  reg- 
ulatory review  is  unglamorous  work. 

But  George  Bush  dis- 
agrees. Back  in  1981, 
the  then-Vice-President 
took  on  much  the  same 
role  as  head  of  Ronald 
Reagan's  regulatory 
task  force.  The  result: 
Bush  collected  a  fistful 
of  corporate  chits  that 
came  in  handy  in  his 
Presidential  campaign. 
That's  a  lesson  Quayle 
is  keeping  firmly  in 
mind  as  he  dreams 
about  1996. 

By  Douglas  Harbrecht. 
with  Peter  Hong,  in 
Washington 
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CORPORATE  PROFITS  I 


THE  LATEST  ON  PROFITS: 
NOTHING  TO  RAVE  ABOUT 


Aiid  some  companies  that  did  well,  such  as  United  Telecom  and  Paccar,  still  face  market  skepticis 


A.s'  companies  posted 
th ird-qua  rter  residts, 
investors  reacted  by 
biddi)ig  stocks  up  or  down 
depending  on  hoir  surpris- 
ing the  numbers  were.  Two 
companies  that  may  offer 
future  surprises  include 
Un i ted  Teleco m m u n icatio ns, 
operator  of  the  Sprint  long- 
distance network,  and 
heavy-truck  maker  Paccar. 

HURDLES  fOR  SPRINT  

Wall  Street  doesn't  forgive 
easily.  On  Oct.  16,  United 
Telecommunications  Inc.  re- 
ported an  89'  gain  in  third- 
quarter  net  income,  paced  by 
a  '617'  gain  in  the  operating 
profit  of  U.  S.  Sprint  Commu- 
nications Co.,  the  long-dis- 
tance unit  that  accounts  for 
617'  of  its  revenues.  United 
Telecom  Chairman  William  T. 
Esrey  declared  himself  "very 
pleased."  So  what  did  inves- 
tors do?  They  shrugged,  and 
the  stock  ended  the  session 
with  a  bit  of  a  loss. 

One  reason  Wall  Street  is 
leery  may  be  that  it  hasn't 
forgotten  July  17,  1990.  That 
day.  United  Telecom  reported 
a  steep  drop  in  Sprint's  ongo- 
ing earnings  and  $72  million 
in  restructuring  charges.  The 
stock  plunged  8%,  or  237,  in 
one  day.  Since  then,  it  has 
only  seesawed  lower.  Its  cur- 


rent price  of  around  23  a 
share  is  just  half  the  May, 
1990,  peak  of  46%. 

To  win  over  investors,  the 
company  must  prove  that  it 
can  do  two  things  at  once:  in- 
crease long-distance  market 
share  and  hold  down  ex- 
penses. After  the  1990  blow- 
out, the  company  focused  se- 
riously— and  successfully — on 
expenses.  Operating  costs  at 
Sprint  in  the  latest  quarter 
gained  less  than  37  from  a 
year  earlier,  contributing  to 
wider  margins  (chart).  But 
revenue  rose  just  5.47,  partly 
because  of  skimpy  spending 
on  marketing.  Sprint's  share 
of  the  long-distance  market 
for  more  than  a  year  has  run 
flat  at  87,  compared  with  697 
for  American  Telephone  & 
Telegraph  Co.  and  187f  for 
MCI  Communications  Corp., 
according  to  Yankee  Group 
Inc.,  a  market  researcher. 

Now,  without  abandoning 
cost  controls.  Sprint  is  vowing 
to  focus  more  on  winning  new 
business.  Sprint  President 
Ronald  T.  LeMay  says  he 
hopes  to  free  funds  for  more 
marketing  and  advertising  by 
making  cuts  in  areas  that 
don't  involve  customer  con- 
tact, such  as  network  opera- 
tions and  administration. 
EXPLOSION.  United  Telecom 
has  plenty  of  things  going  for 
it.  The  company  owns  a  clutch 
of  local  phone  operators,  such 
as  United  Telephone  Co.  of 
Florida,  that  are  reliable  in- 
come producers.  What's  more, 
Sprint's  fiber-optic  network 
has  a  deserved  reputation 
for  low-error  transmission. 
SprintNet,  formerly  Telenet, 
is  the  world's  largest  public 
network  for  data  transmission 
and  enjoys  an  operating  profit 
margin  of  107  to  137<',  esti- 
mates Marion  M.  Boucher,  an 
analyst  at  Donaldson,  Lufkin 
&  Jenrette  Securities  Corp. 


There  are  obstacles,  too. 
Sprint  expected  expenses 
would  decline  once  it  finished 
building  its  network,  but  it 
didn't  figure  on  the  explosion 
of  rivals'  advertising  and  mar- 
keting expenditures,  especial- 
ly by  AT&T.  And  Sprint  still 
hasn't  gotten  the  knack  of 
selling  itself,  says  Boucher. 
Cutting  the  fat  at  Sprint 
won't  be  easy:  Several  hun- 
dred jobs  have  already  been 
trimmed  since  early  1990. 
Meanwhile,  the  local  phone 
companies,  which  accounted 
for  a  third  of  revenue  and 
607  of  operating  profit  in  the 
latest  quarter,  already  earn 
near  the  maximum  permitted 


by  state  regulators,  lea' 
little  room  for  improvem 

Still,  some  trends  are  W 
ing  decidedly  in  United 
com's  favor.  .AT&T,  which  i 
fers  to  do  battle  j 
marketing  rather  than  p 
cutting,  is  refraining  fro; 
price  war  that  would  bio 
its  smaller  rivals.  And  fon 
phone  companies  that  wari 
expand  into  the  long-dists 
market  are  looking  at  Sp 
as  a  possible  partner.  j 

LeMay  thinks  UT  wi 
need  any  help.  "Contran 
the  implications  of  our  [si 
market]  valuation,"  he  s] 
"we  believe  that  we  | 
achieve  increased  revel 


THE  THIRD 
QUARTER:  AN 
EARLY  LOOK 

The  quick  reading  on  Septem- 
ber quarter  profits  of  the 
BUSINESS  WEEK  1000  is  any- 
thing but  promising.  Many  big 
companies — IBM,  AT&T,  GM, 
Ford,  Westinghouse,  and  Citi- 
corp among  them — posted 
steep  declines  in  earnings  or 
mammoth  outright  losses. 

Companies  selling  goods 
and  services  in  the  health  core 
field  and  Wall  Street  firms 
were  two  of  the  few  industry 
groups  showing  smart  gains. 
Among  the  many  others  that 
did  poorly:  computer  makers, 
broadcasters,  manufacturers, 
and  retailers,  notably  Sears. 
Bank  earnings  seem  to  be  a 
mixed  bag. 

Noteworthy  bright  spots  in- 
cluded RJR  Nabisco,  which 
posted  a  second  straight  prof- 
itable quarter,  and  Textron, 
which  enjoyed  a  14%  jump  in 
earnings. 
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owth  and  net  income  at  the 
me  time."  If  he's  right,  in- 
3tors  who  show  the  virtue 
forgiveness  may  enjoy  an 
rthiy  reward. 
By  Peter  Coy  in  New  York 

TRUCKLOAP  OF  PROFITS 

mand  for  heavy  truciv.s  eon- 
ues  to  cough,  sputter,  and 
ill.  So  shareholders  of  Pac- 
'  Inc.  were  pleasantly  sur- 
ised  with  the  company's 
aad-of-schedule  delivery  on 
t.  17:  The  Bellevue  (Wash.) 
inufacturer  of  Peterbilt  and 
;nworth  heavy  trucks 
rned  50$  a  share,  outstrip- 
ig  Wall  Street's  consensus 
;imate  by  a  full  15$.  Despite 
drop  in  revenues,  to 
13.5  million,  Paccar's  profit 
nped  2n  ,  to  $17  million. 
With  the  recessionary  mud 
ickmakers  have  been  mired 
Paccar's  numbers  are  im- 
essive.  Since  1988,  unit 
les  of  heavy  trucks  have 
nk  steadily  and  figure  this 
ar  to  plunge  to  about 
,000,  from  121,000  in  1990, 
ys  Steven  J.  Colbert,  a  Pru- 
ntial  Securities  Inc.  analyst. 


PROFITS  AT  PACCAR,  MAKER  OF  PETERBILT  TRUCKS,  HAVE  JUMPED  21% 


For  example,  Paccar  rival  Na- 
vistar International  Corp.  lost 
$31  million  in  the  quarter  on 
an  117'  drop  in  revenues. 

But  while  Paccar  cited  a 
steadily  improving  economic 
climate  for  its  gains,  analysts 
aren't  exactly  sanguine.  In- 
sists Colbert:  "It  doesn't  indi- 
cate a  major  turn  in  truck 
manufacturing."  Indeed, 
some  question  whether  Pac- 
car can  sustain  momentum  in 
its  heavy-truck  business, 
which  makes  up  85%  of  total 
revenues.  "They  did  some  dis- 


counting in  May  and  June, 
and  it  resulted  in  a  lot  of  or- 
ders that  they  shipped  in  the 
third  quarter,"  says  Mitchell 
I.  Quain,  an  analyst  with 
Wertheim  Schroder  &  Co. 
MEXICAN  LUCK.  As  a  result. 
Quain  believes  the  fourth 
quarter  might  be  unusually 
soft.  Further,  the  company's 
nontruck  businesses,  includ- 
ing a  chain  of  auto-parts 
stores  and  an  oil-field  equip- 
ment business,  contributed 
more  to  the  bottom  line  last 
quarter   than   in   past  peri- 


ods. The  company  would  not 
comment. 

Much  of  Paccar's  recent 
good  fortune  originated  in 
Mexico.  The  reviving  economy 
there  is  stoking  demand  for 
trucks.  viLPAC,  Paccar's  49%- 
owned  Mexican  partner, 
makes  Kenworth  trucks  and 
is  running  full  out.  Paccar  in 
September  announced  it  will 
invest  more  than  $60  million 
to  update  that  plant.  Of  all 
international  markets,  "Mexi- 
co has  the  greatest  potential 
over  the  next  four  to  five 
years,"  says  a  Paccar  rival, 
who  predicts  some  4,000  Ken- 
worths — twice  last  year's  lev- 
el— will  be  sold  there  in  1991. 

James  L.  Hebe,  executive 
vice-president  of  Freightliner 
Corp.,  says  his  Portland  (Ore.) 
company  is  doing  well  in  the 
U.  S.  by  cutting  costs  and 
adapting  to  customer  service 
demands.  But  he  concedes  the 
forecast  is  gloomy:  "I  don't 
see  truck  sales  picking  up  for 
at  least  six  months."  So  for 
Paccar,  the  word  is  still  "cau- 
tion— more  curves  ahead." 

By  Joan  O'C.  Hamilton  in 
San  Francisco 
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STRATEGIES  I 


THE  HUMANA  FLAP  COULD  MAKE  ALL 
HOSPITALS  FEEL  SICK 


Congress  and  the  GAO  are  investigating  pricing  practices 


CEO  JONES  FACES  A  CONGRESSIONAL  GRILLING  ABOUT  THE  HOSPITAL  CHAIN'S  CHARGES 


Few  can  fault  the  business  results  of 
Humana  Inc.  On  Oct.  15,  the  Louis- 
ville-based hospital  giant  reported 
yet  another  record  year  (charts).  And 
after  an  initial  stumble,  it  has  defied  the 
odds  by  building  a  major,  profitable 
health  insurance  arm  to  round  up  pa- 
tients to  feed  into  its  hospitals.  Says  an- 
alyst Kenneth  S.  Abramowitz  of  Sanford 
C.  Bernstein  &  Co:  "It's  a  great  compa- 
ny in  a  tough  business." 

But  is  Humana  making  too  much  mon- 
ey at  the  expense  of  its  patients  and 
policyholders?  That's  the  question  that 
has  been  bobbing  around  Capitol  Hill 
these  days.  On  Oct.  17,  Representative 
John  D.  Dingell  (D-Mich.)  summoned 
Humana  Chairman  David  A.  Jones  to 
hearings  to  defend  what  appear  to  be 
particularly  aggressive  billing  practices. 
The  move  comes  atop  flaps  in  Nevada, 
Florida,  and  Kentucky  over  various  as- 
pects of  Humana's  pricing  and  market- 
ing practices.  And  it's  all  adding  fuel  to 
a  growing  debate  in  Congress  over  how 
hospitals  in  general  allocate  costs  and 
charge  for  services. 

HORRIFIC  MARKUPS.  Jones  was  called  by 
Dingell's  House  Energy  &  Commerce 
Committee  after  charges  of  Humana  bill 
padding  were  aired  by  ABC's  Prime 
Time  Live  news  show.  Armed  with  price 
lists  from  Humana's  77  U.  S.  hospitals, 
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Dingell's  investigators  ticked  off  horrific 
markups:  saline  solutions  costing  81$  per 
liter  charged  to  patients  at  $44.90; 
crutches  that  cost  Humana  $8.05  and 
were  billed  at  $103.65.  Said  Dingell:  "The 
now-famous  $640  Pentagon  toilet  seat 
pales  in  the  face  of  some  of  these  hospi- 
tal charges." 

Jones  had  ready  answers.  Most  cus- 
tomers, he  said,  do  not  pay  inflated 
prices  since  their  health  insurers — 
whether  they  are  covered  by  medicare  or 
a  private  plan — are  able  to  negotiate 
healthy  discounts  with  hospitals.  To 
make  up  the  difference — and  to  cover 
the  care  of  indigent  patients  and  others 
who  pay  little,  if  anything — hospitals 


HUMANA  IN  THE  PINK 
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routinely  shift  costs  to  customers  wl 
pay  full  rates.  Moreover,  Jones  sai 
markups  also  include  allocated  overhei 
costs.  In  any  event,  Humana  is  mere 
following  standard  hospital  practice,  1 
concluded. 

Some  experts  agree,  saying  that  j 
cusing  on  pricing  of  services  alone  d 
torts  the  picture.  "I  think  we  need 
calculate  the  returns  hospitals  are  ina 
ing  rather  than  individual  prices,"  sa; 
Frank  A.  Sloan,  a  Vanderbilt  Universi 
economist. 

One  thing's  certain:  Humana  is  high 
profitable.  While  the  company's  hospil 
margins  have  slipped  from  21%  to  n 
since  1987,  they  still  are  above  averaj 
Overall,  earnings  have  grown  at 
steady  18%  compound  annual  clip  ov 
the  past  four  years.  Humana's  20%  av( 
age  return  on  equity  over  that  peri 
leads  the  lucrative  health-care  indust 
in  general  by  several  percentage  poini 
NO  STRANGER.  Whether  the  Ding( 
hearings  will  have  any  real  impact  i 
Humana's  business  is  unclear.  But 
source  close  to  the  Energy  &  Commer 
Committee  says  Dingell  plans  to  expai 
his  probe.  Meantime,  both  the  Gener 
Accounting  Office  and  the  Inspect 
General  of  the  Health  &  Human  S( 
vices  Dept.  are  looking  into  hospital  pr 
ing  practices  industrywide.  The  que 
tion:  Are  hospital  pricing  systems  th 
cross-subsidize  costs  fair  to  the  consul 
er?  Theoretically,  Congress  could  sei 
to  regulate  those  systems. 

Humana  is  no  stranger  to  controve 
sy.  It  had  to  make  changes  in  its  pricii 
or  marketing  practices  in  Florida  aj 
Nevada  in  response  to  pressure  frc 
state  officials.  And  down  home  in  K« 
tucky,  the  company  and  its  pricing  ha 
become  "the  favorite  topic,"  as  one  st£ 
senator  puts  it.  Indeed,  the  pricing  fl 
has  cost  it  some  of  its  clout  with  t 
legislature.  Senator  Dan  Seum,  a  Lou 
ville  Democrat  who  co-sponsored  a  1: 
favorable  to  Humana  last  year,  n( 
wonders  if  the  company  should  be  si 
ject  to  price  controls  of  some  kind. 

Humana  may  emerge  from  the  ci 
rent  controversy  with  little  permane 
damage.  Wall  Street  has  bid  its  sto 
down  23%  to  about  26  since  the  end 
July.  But  analysts  say  that's  due  mc 
to  general  concerns  about  the  future  ( 
vironment  for  hospitals  than  to  any  c( 
troversy  over  Humana's  pricing  pr; 
tices.  Nevertheless,  as  the  leading  f 
profit  hospital  chain — and  a  compa 
that's  not  bashful  about  flexing  its  mi 
cles — Humana  is  going  to  be  a  tempti 
target  for  state  and  federal  legislate 
concerned  about  rising  health  care  cos 
By  Zachary  Schiller  in  Cleveland,  w 
Susan  Garland  in  Washington  and  Ju 
Flynn  Siler  in  Chicago 


Because  new  Microsoft  Works  does 
^verythung  from  mailing  lists  to  business 
plans,  it  can  put  any  business  on  a  roll. 


Why  just  talk  to 
Don  Schulze,  owner  of 
"Shultzy's."  Don  uses 
new  Microsoft'  Works 
for  Windows  to  run 
almost  his  entire  busi- 
ness. And  the  reasons 
re  simple.  Works  comes  complete  with  a 
^ord  processor,  spreadsheet,  charting,  data- 
ase  and  drawing  tools.  Or,  as  Don  would 
ay,     comes  with  the  works]'  So  it's  ideal 
)r  any  small  business. 

And  since  everything  works  together, 


Works  for  Windoivs  is  part  of  the 
Microsoft  Solution  Series. 


it's  very  easy  to  do  things  like  prepare  cus- 
tomer mailing  lists,  financial  analysis,  busi- 
ness plans  and  much  much  more. 

Furthermore,  because  it's  Windows- 
based,  it  works  a  k)t  less  like  a  computer 
and  a  lot  more  like  you. 

Get  Works  now  and  expect  to  see  a 
check  for  $15*  right  in  the  package.To  learn 
more,  call  (800)  541-1261,  Dept.T48.  And 
find  out  how  to  get  your  business  cooking. 

Micmsoft 


'".  ■1/30/92  or  while  supplies  last.  Umil  one  per  customer  Offer  good  only  m  the  SO  United  States.  ©  1991  Microsoft  Corporation.  All  nghts  reserved.  Printed  m  the  V  S  A  In  the  SO  United  States,  call  (800)  S41-1261.  DepI  T48  For  mformation 
■:  In  Canada,  call  1800)  S63-9048:  outside  the  United  Stales  and  Canada,  call  1206)  9368661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation  Companies,  naines.  and  data  used  in 
ens  and  sample  output  are  fictttwus  unless  otherwise  noted  Shultzy's  and  Don  Schulze's  names  used  with  permission 


PRODUCT  DEVELOPMENT! 


WORKING  ON  A  CLAY-MODEL  VIPER:  THE  DEVELOPMENT  TEAM  WAS  KEPT  DOWN  TO  85  PEOPLE 


THE  RACY  VIPER  IS  ALREADY 
A  WINNER  FOR  CHRYSLER 


However  it  sells,  the  car  taught  the  company  plenty  about  development 


Car  buffs  got  their  first  look  at 
Chrysler  Corp.'s  Viper  in  January, 
1989,  at  the  North  American  Inter- 
national Auto  Show  in  Detroit.  The  cur- 
vaceous show  car  drew  huge  crowds, 
and  Chrysler  President  Robert  A.  Lutz 
quickly  gave  the  preliminary  0.  K.  to  de- 
velop a  mass-production  version.  But  he 
set  strict  guidelines.  Get  the  Viper  ready 
in  three  years,  he  ordered — two  years 
faster  than  usual  for  Chrysler.  And  he 
set  the  development  budget  at  just  $70 
million,  457^  less  than  Mazda  Motor 
Corp.  spent  on  its  Miata  roadster. 
Now,  with  the  first  Vipers  starting 


down  the  assembly  line  on  Nov.  18,  the 
car  looks  like  something  of  a  milestone. 
The  $50,000  model's  sales  won't  be 
large — Chrysler  plans  to  build  only  200 
Vipers  next  year,  rising  to  3,000  annual- 
ly in  the  mid-1990s.  But  the  sexy  two- 
seater  should  draw  car  buyers  into 
showrooms — which  is  crucial,  because 
Chrysler  can't  live  off  hot  minivan  sales 
forever.  Chrysler's  car  market  share  fell 
again  in  the  1991  model  year,  to  8.9%'. 
And  for  the  first  time,  Japan's  Honda 
Motor  Co.  passed  its  U.  S.  car  sales. 

However  the  Viper  sells,  Chrysler 
used  the  car  as  a  laboratory  for  learning 
efficient  new  development  tech- 
niques. With  the  company's 
~  ji     losses  through  Sept.  30  esti- 


mated at  about  $1  billion,  that  could  bt 
key  to  helping  troubled  Chrysler  st 
independent.  "There  just  aren't  the  m( 
ey,  the  people,  or  the  time  to  do  it  t 
old  way,"  says  David  E.  Cole,  director 
the  University  of  Michigan's  Center  i 
the  Study  of  Automotive  Transportati( 
TOGETHERNESS.  Chrysler  already 
adapting  some  of  the  lessons  it  learn 
on  the  Viper  to  its  new  LH  line  of  m 
size  cars,  due  out  next  year.  But  Li 
admits  that  "by  Japanese  standar( 
there's  still  a  lot  of  waste"  in  the 
program.  On  later  models,  he  says,  \ 
ing  Viper-style  development  will  c 
costs  dramatically.  He  claims  Chrys^ 
will  develop  its  new  PL  subcompact  lii 
due  out  in  1994,  for  just  one-third  of  t 
$2  billion  Ford  spent  redoing  its  Esc( 
in  the  late  1980s.  Viper  also  is  helpi 
cut  costs  on  the  new  ,ja  compact  line  d 
out  in  1995,  he  says. 

What's  the  secret  to  the  savings? 
developing  the  Viper,  Chrysler  fully  e 
braced  the  simultaneous  engineeri 
techniques  pioneered  in  Japan.  Tl 
meant  forming  a  small  team  compos 
of  specialists  in  engineering,  manuf; 
turing,  and  marketing,  as  well  as  outsi 
suppliers.  The  teams  performed  devek 
ment  tasks  together,  avoiding,  for  exa 
pie,  the  need  for  designers  to  keep  mi 
ing  changes  after  manufacturi; 
engineers  couldn't  produce  what  h 
been  asked  for.  Most  glitches  were  i 
dressed  early  on.  Chrysler  also  cut  cos 
by  having  Viper  suppliers  engineer  k 
components  such  as  the  transmissi( 
More  than  90%  of  the  Viper's  parts  v 
come  from  suppliers,  vs.  70%-  for  a  ty 
cal  Chrysler. 

To  cut  bureaucracy,  the  Viper  was  ( 
veloped  as  a  lean  "skunkworks"  proje 
The  model  has  a  development  team 
just  85,  hundreds  fewer  than  most  I 
troit  projects.  In  contrast  to  Detroi 
usual  cumbersome  hierarchy,  the  tei 
works  out  of  a  big  open  room  on  I 
troit's  west  side,  where  Chief  Engine 
Roy  H.  Sjoberg  mingles  with  other  me 
bers,  making  decisions  on  the  spot.  TI 
makes  for  nimbleness.  In  January,  Li 


THE  VlPrH: 
ZOOMINi  FROM  A 
Sm^^DING  START  TO 
THE  SHOWROOM 


JAN.  4,  1989  Viper  show  car 
unveiled  at  Detroit's  annual 
international  auto  show 

MftR.  28  Viper  feasibility 
study  launched 

DEC.  15  V-8-powered  proto- 
type completed 


APR.  15,  1990  V-lO-powered 
prototype  done 

MAY  18  After  a  Viper  test 
drive,  Chairman  Lee  iococco 
gives  final  go-ahead 

AUG.  29  First  crash  test 

JAN.  10,  1991  Chrysler  Presi- 
dent Robert  Lutz  scolds  team 
for  being  behind  schedule 
with  a  car  that's  200  pounds 
over  its  3,000-pound  goal 


MAY  26  Viper  paces  India- 
napolis 500  with  racing  great 
Carroll  Shelby  at  the  wheel 

NOV.  18  Production  starts, 
with  first  models  expected  off 
the  line  by  Dec. 

MARCH,  1992  Deliveries  of 
cars  to  customers  scheduled 
to  begin 
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For  over  100  years  the  life  insurance  industry  has 
been  closely  regulated.  Every  state  has  a  department 
of  insurance  headed  by  an  elected  or  appointed 
commissioner  and  staffed  by  sharp-eyed  regulators. 

In  recent  months  they  have  toughened  their  rules. 
More  conservative  and  diversified  portfolios  now 
are  required.  Companies  must  accumulate  reserves 
more  rapidly  on  medium-  and  lower-grade  bonds, 
limit  their  investments  in  these  bonds  and  have  an 
annual  audit  by  an  independent  auditor. 

WE  WELCOME  ALL  THIS  ATTENTION. 

We  support  efforts  to  strengthen  state  regulation 
for  a  very  simple  reason:  Life  insurers  have  to  help 


pay  for  the  mistakes  of  other  companies.  Now  there 
are  guaranty  associations  in  every  state  and  Puerto 
Rico  to  cover  most  life  and  health  insurance  policies 
and  annuities.  All  insurance  companies  licensed  to 
write  business  in  a  state  participate  in  that  state's 
guaranty  association. 

For  years  people  have  thought  of  America's  life 
insurance  companies  as  conservative,  stable  and 
secure.  Now  you  also  know  that  we  are  strongly 
regulated.  We  don't  mmd  having  those  eagle-eyed 
regulators  peering  over  our  shoulders  and  into  our 
books.  You  see,  the  harder  they  look  at  us,  the 
better  we  look  to  you. 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  D  C.  2i 


griped  that  the  car  was  late  and  too 
heavy.  But  since  then,  the  team  has 
scrambled  back  to  meet  its  original  time- 
table. The  team  plans  to  trim  the  Viper's 
weight  with  steps  such  as  making  body 
panels  thinner  after  production  is 
begun. 

Developing  the  Viper  required  tight 
cooperation  with  labor.  The  development 
team  includes  six  workers  who  have 
built  all  the  Viper  prototypes,  including 
one  that  paced  the  Indianapolis  500  on 
May  26.  These  workers  will  lead  assem- 
bly teams  at  Chrysler's  New  Mack  Man- 
ufacturing plant  in  Detroit,  where  120 
skilled  assemblers  will  build  the  cars. 
WINDSHIELD  VIPER.  The  Viper  also  uses 
innovative  materials  and  production 
tricks.  For  instance,  supplier  Guardian 
Industries  Corp.  helped  perfect  a  "press 
bent"  windshield  that  avoids  the  optical 
distortion  common  in  the  corners  of  dra- 
matically curved  glass.  Chrysler  plans  to 
use  the  new  glass  in  its  LH  sedans.  And 
the  Viper  is  the  first  Chrysler  with  an 
all-plastic  body.  The  innovative  resin- 
transfer  molding  process  being  pioneer- 
ed in  the  U.  S.  by  Chrysler  and  its  suppli- 
ers saves  bundles:  Epoxy  molds  used  for 
most  body  panels  cost  907<  less  than 
steel  ones  used  with  sheet  metal. 

All  that  said.  Viper's  success  is  far 
from  assured.  Its  appeal  lies  in  its  sleek 
lines,  a  brutish  new  400-horsepower  V-10 
engine,  and  the  road-holding  grip  of  a 
race  car.  Sjoberg  promises  that  the  Vi- 
per will  be  able  to  jump  to  100  miles  per 
hour  and  then  slam  to  a  stop  in  less  than 
15  seconds — a  feat  few  cars  have  ever 
matched.  But  the  Viper  is  austere  next 
to  a  S65,000  top-end  Corvette.  It  has 
none  of  the  high-tech  goodies,  such  as 
all-wheel  drive  and  electronically  con- 
trolled suspension,  that  most  high-dollar 
sports  cars  have.  It  doesn't  even  have 
roll-up  windows:  There  are  1950s-road- 
ster-style  snap-on  side  curtains  instead. 

Moreover,  Detroit's  track  record  with 
pricey  two-seaters  hasn't  been  good. 
Chrysler  flopped  with  its  $37,000  TC,  de- 
signed by  Italy's  Maserati:  It  looked  too 
much  like  a  $17,000  Le  Baron  convert- 
ible. Cadillac's  $58,000  Allante,  intro- 
duced in  1987,  has  never  sold  well.  And 
Buick  finally  pulled  the  plug  on  its  mon- 
ey-losing Reatta  earlier  this  year. 

Chrysler  figures,  though,  that  the  Vi- 
per will  boil  the  blood  of  enough  auto 
enthusiasts  at  least  to  sell  out  the  first 
few  years'  production.  The  carmaker  has 
to  sell  only  2,000  Vipers  annually  for  a 
few  years  to  break  even,  Lutz  says. 
Chrysler  is  already  hinting  that  it  will 
bring  out  other  niche  models — it  won't 
say  what  kind.  So  even  if  sales  fizzle, 
the  lessons  Chrysler  learned  will  still 
make  the  Viper  worth  the  trip. 

Bi/  Da  rid  Woodruff  in  Detroit 


DEALS  I 


HE  BUILT  A  HOTEL  CHAIN. 
NOW  HE  HAS  TO  RUN  IT 


Can  Blackstone  dealmaker  Henry  Silverman  whip  the  inns  into  shape? 


Just  two  years  after  joining  Black- 
stone  Group  to  run  its  $850  million 
buyout  fund,  Henry  Silverman  is 
leaving  the  Wall  Street  investment  bou- 
tique. Come  January,  say  several  knowl- 
edgeable sources,  he'll  give  up  his  Black- 
stone  partnership  to  serve  as  chief 
executive  of  Hospitality  Franchise  Sys- 
tems— a  hotel  group  Silverman  put  to- 
gether with  Blackstone  money  in  1990. 

Blackstone,  run  by  founding  partners 
Peter  Peterson  and  Stephen  Schwarz- 
man,  is  said  by  many  on  Wall  Street  to 
have  a  revolving  door.  But  Silverman's 
move  is  probably  driven  by  unique  cir- 
cumstances: Blackstone's  planned  pur- 
chase of  bankrupt  Days  Inns  Inc.,  for 
which  it  recently  bid  $250  million.  If  the 
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purchase  goes  through.  Days  Inns  will 
join  the  Ramada  and  Howard  Johnson 
hotel  chains  under  the  Hospitality  Fran- 
chise Systems  umbrella  to  form  the 
world's  second-largest  hotel  franchise 
group  (chart).  With  such  a  large  proper- 
ty, Blackstone  needs  Silverman  to  run 
the  hotels  full-time. 

Silverman  has  had  plenty  of  experi- 
ence with  hotels — particularly  Days 
Inns.  While  running  Saul  Steinberg's  Re- 
liance Capital  Group  Inc.  during  the 
1980s,  Silverman  bought  and  sold  the 
chain  several  times.  This  time,  his  job 
will  be  to  integrate  Days  Inns  into  Hos- 
pitality and  ultimately  sell  the  hotels  at 
a  profit  for  the  Blackstone  fund's  inves- 
tors. That'll  be  a  stiff  challenge.  In  light 
of  the  current  hotel  slump,  some  think 
Blackstone  overpaid  when  it  bought  Ra- 
mada and  Howard  Johnson  for  $200  mil- 
lion in  1990.  One  former  Blackstone  ex- 
ecutive likens  Silverman's  new  position 
to  "cooking  in  his  own  soup." 


Of  course,  there's  a  heavy  incentii 
for  Silverman,  too.  He'll  get  options  ■ 
purchase  a  chunk  of  equity  in  Hospitj 
ity.  Assuming  Blackstone  later  succeec 
in  taking  Hospitality  public  or  selling  : 
Silverman  could  reap  a  hefty  profit  fi 
his  portion.  Neither  Silverman  n( 
Schwarzman,  Blackstone's  CEO,  wou 
comment  for  this  article. 
COMPLEX  TIES.  The  plan  represents  a  m 
jor  change.  Silverman  has  held  the  CI 
title  at  Hospitality  since  he  created  tl 
hotel  group,  but  until  now,  he  had  spe: 
only  Mondays  working  out  of  Hospit; 
ity's  offices.  The  bulk  of  his  time  wi 
devoted  to  scouting  out  new  investme: 
opportunities  for  the  $450  million  r 
maining  in  Blackstone's  fund.  It's  n 
clear  who  will  manage  the  fund  no^ 
Nor  is  it  certain  what  effect  his  depa 
ture  will  have  on  Blackstone's  pendii 
joint  bid  with  Time  Warner  Inc.  for  S 
Flags  Corp.  The  deal  involves  a  comph 
arrangement — designed  largely  by  S 
verman — whereby  Time  Warner  has  o 
tions  to  buy  Blackstone's  stake  later. 

Silverman  has  been  known  to  clai 
with  Schwarzman.  But  whether  that  i 
fluenced  his  departure  is  also  uncle£ 
This  summer,  Silverman  described  h 
relationship  with  Peterson — a  form' 
Commerce  Secretary — and  Schwarzmj 
this  way:  "I  tell  them  what  I'm  doing 
they're  not  directly  involved." 

Why  is  Blackstone  known  for  its  i 
volving  door?  Several  former  Blacksto 
employees  claim  Schwarzman  and  Pet( 
son  have  created  an  environment  th 
produces  frequent  defections — mainly 
the  middle  ranks.  But  partners  have  le 
too.  Former  Metropolitan  Transit  A 
thority  Chairman  Richard  Ravitch  \ 
came  a  general  partner  in  1990,  only 
resign  quietly  in  1991.  General  partn 
Steven  Winigrad  left  in  December,  19! 
after  21  months.  Says  one  former  e 
ployee:  "When  Henry  joined,  I  thougl 
boy,  he  has  really  sublimated  his  ego 
because  Steve  and  Pete  really  make  y 
feel  like  hired  help.  For  Henry  in  part 
ular,  that  had  to  chafe." 

Chafed  or  not,  Silverman  will  still 
closely  tied  to  Blackstone  by  the  ho 
venture.  And  everybody  involved  mi 
agree  that  making  that  work — no  matl 
how  bad  the  economy  is — has  to  be  t 
No.  1  priority. 

By  Andrea  Rothman  in  New  Yc 
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THE  ARTS  BUSINESS! 


ALL  THE  BUTTONS 
IN  ONE  BASKET 


Sotheby's  rolls  the  dice  offering 
20,000  Presidential  items  in  a  lot 


In  the  Chicago  Board  of  Trade's 
wheat  pit,  Paul  Perlin  turns  more 
than  100  trades  a  day — \vorl<ing  for 
tiny  profits  that  might  add  up  to  a  for- 
tune. Off  the  floor,  though,  he's  going 
for  the  trade  of  his  life:  auctioning  off 
his  20,000-item  collection  of  Presidential 
campaign  memorabilia — the  largest  in 
private  hands— in  a  single  lot.  The  pre- 
sale  estimate:  $2.5  million  to  $3.5  million. 

Perlin  isn't  the  only  one  playing  for 
high  stakes.  Sotheby's  will  wield  the 
gavel  on  Dec.  12  in  New  York,  gambling 
that  a  well-heeled  individual  or  institu- 
tion will  buy  a  collection  that  includes 
items  from  every  campaign  from  George 
Washington  to  Jimmy  Carter.  If  the  sale 
succeeds,  interest  in  political  collectibles 
could  bloom,  creating  a  new  market  for 
the  auctioneer.  If  it  fails,  Perlin  and 
Sotheby's  may  end  up  red-faced. 


The  Perlin  collection  mixes  several 
types  of  artifacts:  11,000  buttons,  3,000 
manuscripts,  plus  photos  and  printed 
materials.  That  cuts  both  ways.  "It's  like 
you're  auctioning  the  rarest  of  three 
cats  and  the  rarest  of  three  dogs,"  says 
Robert  Fratkin,  a  McLean  (Va.)  collector 
who  has  twice  appraised  Perlin's  but- 
tons. "If  I'm  a  dog  collector,  what  do  I 
want  with  the  three  cats?"  But  Kenneth 
Nebenzahl,  a  Chicago  rare-book  dealer 
who  advised  Perlin,  says  the  "wonder- 
ful" collection  shouldn't 
be  broken  up:  "It's  a 
cultural  property  now." 

Perlin,  who  got 
hooked  in  1972  after 
buying  a  letter  by  Su- 
preme Court  Justice 
Louis  D.  Brandeis,  ad- 
mits he's  more  a  buff 
than  an  investor.  For 
the  next  four  years,  col- 
lecting consumed  all  his 
free  time.  Among  his  treasures:  a  rare 
autograph  by  William  Henry  Harrison,  a 
scarce  button  showing  the  unsuccessful 
1920  Democratic  ticket  of  James  M.  Cox 
for  President  and  Franklin  D.  Roosevelt 
for  Vice-President,  and  pieces  associated 
with  Presidential  assassins. 

Perlin  won't  say  what  he  paid  for  any 


1789  WASHINGTON  BRASS, 
1920  COX>FDR  BUTTON 


item.  But  during  the  height  of  his  c 
lecting,  he  was  the  biggest  factor  in  t 
market.  "He  wanted  everything  th 
ever  existed,"  observes  David  J.  Frei 
an  Oakhurst  (N.  J.)  dealer.  Adds  Fratk 
"Dealers  were  just  jettisoning  their 
ventory.  Paul  became  a  fatted  calf." 
'NO  HUNT.'  The  spree  stopped  in  19' 
when  Perlin  began  devoting  more  tir 
to  work  and  lent  the  collection  to  t 
University  of  Kentucky — which  doesi 
have  the  funds  to  bid.  Budget  probler 
may  keep  other  instil 
tions  away,  too.  Sol 
eby's  is  aiming  for  t 
private  market,  as  it  c 
last  March,  when  it  sc 
873  baseball  cards  f 
$4.6  million.  "It  coi 
appeal  to  the  gray  ar 
of  collectors  interest 
in  something  new,"  f 
ures  Selby  Kiffer, 
Sotheby's  book  exper 
The  trick  is  to  find  a  buyer  who  war 
a  turnkey  collection.  That's  not  eas 
"The  thrill  is  in  the  hunt,"  says  T 
Hake,  a  York  (Pa.)  dealer.  "This  we 
there  is  no  hunt."  If  such  feelings  pi 
vail,  Perlin's  big  score  could  be  a  bus 
By  David  Greising  in  Chicago  a 
Judith  H.  Dobrzyyiski  in  New  York 


REGIONS  I 


IT'S  A  CRAPSHOOT 
FOR  LOTTERIES 


In  a  lagging  economy,  the  thrill  is 
wearing  thin  for  bettors 


Visions  of  multimillion-dollar  jack- 
pots dancing  in  his  head,  Daniel 
Van  Dyke  used  to  play  Califor- 
nia's lottery  every  week.  But  he  never 
won  much,  and  now  the  26-year-old  San 
Francisco  computer  engineer  buys  tick- 
ets just  once  a  month — if  at  all.  "It's  the 
same  game  every  time,"  he  complains. 
"It  gets  a  little  boring." 

California's  lottery  is  on  a  wicked  los- 
ing streak.  Half-hearted  players  like  Van 
Dyke  are  one  big  reason.  Revenues  fell 
\A7',  to  $2.13  billion,  in  the  fiscal  year 
ended  last  June  (chart).  This  year,  sales 
may  not  break  $2  billion.  It's  not  just 
fun  and  games  at 


ry  and  job  cuts  at  already  strapped  dis- 
tricts. A  recent  poll  found  46%  of  the 
state's  adults  now  have  a  negative  opin- 
ion of  the  lottery,  up  from  21%  in  1985. 

California  may  be  in  the  worst  straits. 
But  a  weak  economy  is  hitting  lottery 
revenues  across  the  nation.  Sales  by  the 
33  U.  S.  lotteries  edged  up  only  3?c  in  the 
last  fiscal  year,  to  $20.4  billion.  That  con- 
trasts with  8%  growth  the  year  before 
and  257'  annual  growth  through  much  of 
the  1980s,  when  lots  of  new  lotteries 
were  starting  up.  A  drop  in  such  a  large, 
diverse  state  as  California,  however,  has 
other  lotteries  wondering  where  the 
wheel  of  misfortune  will  stop  next. 
LONG  ODDS.  California's  plight  points  up 
a  basic  problem  that  an  economic  recov- 
ery may  not  solve:  Such  games  as  high- 
jackpot  "lotto"  and  small-payoff 
"scratch"  cards  are  wearing  thin  for  cur- 
rent players  and  aren't  luring  new  ones. 
Says  Los  Angeles  gaming  consultant 
Saul  F.  Leonard:  "I  don't  see  any  kind  of 
significant  growth." 

The  Golden  State  has  placed  its  chips 


stake  either:  At 
least  34%  of  lottery 
proceeds  go  to 
schools.  Last  year's 
decline  left  them 
with  $17G  million 
less  than  expected, 
contributing  to  sala- 


A  SPATE  OF  UNLUCKY  NUMBERS 

FISCAL  YEARS  ENDED  JUNE  30 


8I1U0H 


CALIFORNIA  LOHERY  SAIES 


DAW  aufORNIl  LOnERV 


on  a  new  lottery  director,  Sharon  Shai 
On  Oct.  17,  the  former  Illinois  lotte 
chief  proposed  sweeping  changes.  E 
one,  she  wants  to  make  tickets  easier 
buy.  She  plans  to  authorize  new  outk 
such  as  video  rental  stores  and  banl 
and  she  will  install  more  ticket  terr 
nals.  She  also  plans  to  expand  the  nu; 
ber  of  scratcher  games,  including  on; 
based  on  blackjack  and  other  gamblil 
themes,  now  barred.  And  she  wants 
boost  the  maximum  50%-  of  revenu 
that  goes  to  scratcher  prizes  to  ofi 
higher  jackpots  and  better  odds. 

Mainly,  though,  she  must  spur  m 
interest  in  lotto,  which  contributes  6) 
of  lottery  sales.  Former  Director  Ch 
Gutierrez  had  tried  to  pump  up  inten 
with  bigger  jackpots.  But  despite 
April's  $119  million  prize — a  national 
ord — the  steeper  l-in-23  million  char 
of  winning  turned  off  many  players. 

Next  month.  Sharp  will  make  soi 
specific  recommendations.  She  wai 
that  there  are  no  quick  fixes.  "Once 
lottery  has  declined,"  she  says,  "it's  V6 
difficult  to  turn 
around."  But 
Sharp  has  her  w; 
the  California  L 
tery  won't  be 
same  old  game 
long. 

By  Robert  D. 
in  San  Francisco 
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If  the  other  side 
can't  convince  you  to  ty 

AmrMEGACOM'VmS, 
this  side  will. 


If  the  other  side 
can't  convince  you  to  try 

mrMEGACOMWATS, 
this  side  will. 

If  your  business  spends  over  $3,000  a  month  in  outbound 
g  distance,  you  should  consider  the  technology  of  AUsT 
GACOM  WATS.  It  could  save  you  39%  on  average  over 
cT's  regular  domestic  daytime  long  distance  rates.'  And  14% 
iverage  over  AT&T's  regular  direct-dialed  international 
'S.'  We  also  offer  a  variety  of  options  to  save  you  even  more. 
All  calls  go  directly  to  AT&T  through  a  dedicated  digital 
nection  known  as  a  T1.5  pipe.  Once  the  pipe  is  in  place, 
I  can  more  economically  add  other 
tT  network  services. 


e 

wan 

YOU 

BACK 


AM' MEGA  WATCH"* 
The  ultimate  troubleshooter.^ 

know  your  long  distance  service  is 
■ying  the  lifeblood  of  your  business. 
It's  why  we  at  AT&T  created  a  remark- 
■  new  offering  called  MEGA  WATCH. 
s  innovative  service  includes  enhanced  surveillance 
ems  and  dedicated  technical  support  to  proactively 
ect  and  resolve  communications  problems  fast. 
We  want  you  to  switch  back  to  AT&T  So  if  you  sign 
or  AlSn' MEGACOM  WATShy  December  9, 1991,  we'll 
ve  installation  and  start-up  charges.  If  you  agree  to 
•rm  Plan,  we'll  give  you  a  usage  credit  equal  to  a  full 
ith  of  service  free? 

And  if  you're  not  happy  for  any  reason,  we'll  reimburse 
cost  to  switch  you  back  to  your  previous  long  distance 
ier." 

As  you  can  see,  the  reasons  you  should  come  back  to 
cT  are  clearly  black  and  white.  Call  vour  AT&T  Account 
'cutive  or  1  800  247-1212,  Dept!  RYl  today  Or  send 
k  one  of  the  coupons.  And  iuirrv  This  offer  expires 
:ember9, 1991. 

Isavingsmayvarydependingoncallingpallerns    'Subieci  lo  FCC  approval  Check  availabilil\  in 
irea.    'Credit  applied  to  March  l992bi!l(Februaryusage)  Ceilingof  l2S%ofl<bruar5  I992bill 
■ary  usage).  Credit  is  available  for  usage  converted  to  AT&T  on  a  new  MEGACOM  WATS  recording 
lonenuinber  from  another  l.XC  service  During  the  6  months,  the  average  minimum  monthly  usage 
nust  be  $1,900  per  new  recording  number    'Must  notify  ATST  m  writing  within  W  days  after  the 
ith  usage  requirement  is  fulhiled  Reimbursement  is  for  tariffed  access  installation  costs. 


□ QY,,  AM  MEGACOM"  ir/ir^  advanced 
technology  sounds  good  to  me.  (And  I'll  also 
take  your  free  offer  before  it  expires  on  Dec.  9, 1991.) 


Name. 
Title- 


Coinpany, 
Address  — 


Ciiv. 


.State. 


.  Zip- 


TelephoneL 


Current  Lone  Distance  Service  

Average  Moniti  ly  Outbound  Spendi  ng : 


Call  your  AT&T  Account  Executive  or  1  800  247-1212,  Dept.  RYl. 

Or  mail  this  coupon  to  AT&T,  PO  Box  45038,  Jacksonville,  FL 
32232-9974.  Service  must  be  ordered  for  installation  by  1/9/92. 

©  ATOT  Wl 


□ OK,  one  month  free  sounds  good,  sign  me 
up  before  the  ;)ffer  expires  Dec.  9, 1991- 
(And  I  also  want  MT MEGACOM"  WATS 
advanced  technology) 

Name  

Title  

Company  

Address  

City  State  Zip  


Telephone  L 


± 


Current  Long  Distance  Service  

Average  Monthly  Outbound  Spending! 


Call  your  AT&T  Account  Executive  or  1  800  2411212,  Dept.  RYl. 
Or  mail  thts  coupon  to  AT&T,  PO  Box  45038,  Jacksonville,  FL 
32232-9974.  Service  must  be  ordered  for  installation  by  1/9^92. 
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ATTENTION, 
JOB-HOPPERS 

Good  news  at  the  top  of 
the  corporate  pyramid:  The 
number  of  vacancies  for 
executive  talent  rose  1 7% 
from  the  second  quarter  to 
the  third  quarter,  according 
to  Korn/Ferry  International. 
These  sectors  shov/ed  the 
strongest  increases 
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PLENTY  OF  PIZZAZZ  AT 
THE  COMPUTER  SHOW 


►  The  recession  seemed  far 
away  at  Comdex,  the  comput- 
er industry's  annual  love-fest 
and  product  show.  The  secret 
was  focusing  on  the  future, 
and  the  products  that  got  ev- 
eryone's attention  were  laptop 
computers.  Clonemakers  .AST 
Research  and  Dell  Computer 
grabbed  a  big  share  of  the 
limelight  with  their  new  color 
laptops.  The  reason:  unexpect- 
edly low  prices.  Dell  says  it 
will  sell  its  speedy,  7-pound 
color  notebook  for  under 
$5,000,  starting  next  year, 
about  $2,000  less  than  expect- 
ed. Pentops,  laptop  computers 
that  can  read  handwriting, 
drew  crowds,  too,  but  there 
was  less  immediacy.  IBM,  for 
example,  showed  a  prototype 
pentop,  but  wouldn't  discuss 
its  price  or  its  availability. 


FROM  AUDI  AND  ALCOA: 
ALUMINUM  LIZZIES 


►  Here  come  the  first  mass- 
produced  aluminum  cars.  On 
Oct.  23,  Alcoa  unveiled  plans 
to  build  a  $70  million  plant  in 
Soest,  Germany,  to  supply 
Audi  with  parts  for  an  alumi- 
num car  expected  in  1994.  The 


two  companies  have  been 
working  since  1982  on  a  new 
manufacturing  process  for 
cars  with  aluminum  structur- 
al components,  or  "space 
frames."  The  result:  a  35'a 
weight  reduction.  The  peak 
[production  of  100,000  or  so  an- 
nually would  far  surpass  the 
roughly  6,000  NSX  aluminum 
sports  cars  built  by  Honda. 
Alcoa  expects  several  more 
new  plants. 


THE  OAKLAND  FIRE'S 
AWFUL  TOLL 


►  Fire  officials  and  the  insur- 
ance industry  are  toting  up 
the  cost  of  the  disastrous  fire 
that  swept  hillsides  near  Oak- 
land, Calif.  Besides  causing  at 
least  19  deaths,  the  fire  de- 
stroyed nearly  2,500  homes 
and  440  apartments  or  condo- 
miniums, according  to  city  of- 
ficials. Among  the  three  larg- 
est insurers  in  California,  the 
still-growing  claim  numbers 
stood  on  Oct.  23  at  $180  mil- 
lion for  State  Farm,  $100  mil- 
lion for  Farmers  Group,  and 
$93  million  for  Allstate. 

Total  estimates  of  damage 
varied.  The  city  of  Oakland 
sets  the  tab  at  $5.2  billion,  in- 
cluding damage  to  both  public 
and  private  property.  The  in- 
surance industry,  through  the 
Property  Claim  Services  Div. 
of  American  Insurance  Ser- 
vices, has  a  much  smaller  pre- 
liminary estimate  of  $1.2  bil- 
lion in  damage  to  insured 
property.  Based  on  that  num- 


MAYBE  THE  'YANKEE  CLIPPER'  SHOULD  SUE 


Webster's  defines  "clipper"  as 
"a  fast  sailing  ship;  one  with 
long,  slender  lines,  an  overhang- 
ing bow,  tall  raking  masts,  and  a 
large  sail  area."  Because  they 
"clipped"  sailing  times,  the  ves- 
sels briefly  dominated  shipping 
in  the  mid-1800s.  The  ships  have 
long  fascinated  Mikael  Krafft, 
founder  of  Miami-based  Star 
Clippers,  and  they  were  the 
model  for  his  two  180-passenger 
sailing  cruise  ships,  the  Star  Flyer  and  the  Star  Clipper.  ! 

But  nautical  precision,  it  seems,  is  no  defense  in  tradem' 
law.  A  St.  Louis  operator  of  motor  yachts,  Clipper  Cruise  L 
is  trying  to  force  Star  Clippers  to  drop  the  second  part  of 
name.  A  St.  Louis  federal  judge  has  upheld  Clipper  Cruis 
complaint  and  enjoined  Star  Clippers  from  using  the  offend 
word.  Noting  that  dozens  of  other  companies,  including  cri 
lines,  include  "clipper"  in  their  names,  Star  Clippers  has 
pealed.  Krafft  figures  the  judge's  ruling  just  won't  hold  wa 


ber,  the  insured  damage  from 
catastrophes  so  far  this  year 
stands  at  $4  billion,  second 
only  to  the  record  $7.6  billion 
run  up  in  1989,  when  Hurri- 
cane Hugo  lashed  the  East 
Coast  and  a  severe  earth- 
quake rattled  the  San  Francis- 
co Bay  area. 


MORE  ALARMS  ABOUT 
THE  OZONE  LAYER 


►  Scientists  have  realized  for 
months  that  the  earth's  pro- 
tective ozone  layer  shrinks 
over  the  U.  S.  during  winter 
and  spring,  but  on  Oct.  22 
came  even  more  sobering 
news.  An  international  panel 


\mx  IS  IWIS  THE  NEnfJOl-^?  WHAT  HAPPENED 
V  CLARtKE?  WILL  LOfJG  DONG  TISTIFV?  IS 
AMITA  HAVIN6  SEX  FANFASIES?  IS  DOGGETT 
VfACKO?  WD  THURMONP  WAKE  UP''  ALL  \'\A 
v^LTIINie  iS  SOME  WJLL-0-*<aftA  SOAPOPtRAi 


of  researchers  announced  t 
there  has  also  been  an  ozi 
decline  in  summer  of  ab 
3%  since  1979.  Since 
stratospheric  ozone  la; 
helps  screen  out  damaging 
traviolet  rays  from  the  s 
the  loss  of  ozone  in  summe 
when  UV  light  is  the  str 
gest — could  lead  to  thousai 
of  additional  cases  of  s 
cancer. 

Last  year,  industrial 
tions  agreed  to  stop  us 
ozone-depleting  chlorofluc 
carbons  by  2000.  But  the  v 
findings  are  speeding  thii 
up.  Du  Pont  said  it  would  s 
selling  the  chemicals  to  ind 
trialized  countries  by  1996. 


ARE  BANKS  GUILTY 
OF  DISCRIMINATION? 


►  New  data  from  the  Fedc 
Reserve  Board  confirm  w 
minority  home  buyers  h; 
known  for  decades:  It's  eas 
to  get  a  mortgage  if  yoi 
white.  In  1990,  lenders  reji 
ed  33.9'X  of  black  applicai 
21.4?f  of  Hispanics,  and  14, 
of  whites.  The  results  w 
similar  for  all  comparable 
come  levels.  But  bankers  s 
the  data  didn't  take  into 
count  such  factors  as  cn 
history  and  financial  ass< 
which  they  say  could  expl 
the  different  approval  rate 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too).  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the 


prompt  payment  of  interest  and  principal  and  has 
a  regular  payment  schedule  for  easy  budgeting. 

Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL  VKM  ext.  1107. 


Van  Kampen  Merritt 

A  XtRC  )X  t  itunu  uit St  i  vn  t's  i  'onipanv 

Investing  ivitJi  a  sense  ofdirectioif 


® 


'The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  [irospectus;  no  representation  is  made  as  to  the  insurer's  ability  l<i 
meet  its  commitments  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  nut 
remove  market  risk.  The  princi[)al  value  and  mvestment  return  of  Trust  units  will  vary  with  market  conditions.  Therefore,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  ®  denotes  a  registered  trademark  of  Van  Kam[)eri 
Merritt  Inc. 


"7 


After  50  years  of  creating  total 
communication  solutions  for  big 
business,  Fujitsu  is  introducing  a 
major  innovation  for  small  busi- 
ness: A  fax  designed  to  save  you 
time,  space  and  money — at  home. 
The  Fujitsu  dex®  80. 

Without  all  the  backup  of  a 
conventional  office,  your  home 
business  fax  actually  has  to  work 
harder.  The  dex  80  meets  business 
demands  at  a  price  that's  as  easy  to 
live  with  as  its  compact  design. 

An  answer  for  one-liners. 

The  dex  80  has  a  built-in  answering 
machine  interface  so  when  you're 
away  you  can  receive  both  faxes  and 
phone  messages  on  your  one  phone 


line.  TTie  full-function  integrated 
phone  handset  is  also  a  space-saver. 
It  makes  the  dex  80  the  only  phone 
you  need  in  your  home  office. 
Prime  cuts. 

The  dex  80  automatically  cuts  incom- 
ing documents  to  the  length  of  the 


FUjfrsu 


originals.  And  with  a  transmissic 
speed  of  15  seconds  a  page,  it  car 
even  help  cut  your  phone  bills  (ai 
keep  your  phone  line  free). 

Right  to  privacy. 

No  more  junk  fax.  The  dex  80  le 
you  program  up  to  50  numbers  fo 
"selective  rejection." 

We  make  house  calls.  j 

So  your  home  stays  in  business,  til 
dex  80  is  backed  by  a  nationwide' 
dedicated  fax  service  network. 
For  more  information  on  how  th< 
dex  80  is  making  business  feel  rig 
at  home  contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple 
Ridge  Road,  Danbury,  CT  06810 
or  call  1-800-243-7046. 


The  global  computer  &  communications  company. 


EDITED  BY  STEPHEN  H.  WILDSTROM 


IE  DEMOCRATS'  NEXT  SLIP 
lULD  BE  ON  ALASKAN  OIL 


democrats'  efforts  to  keep  Clarence  Thomas  off  the 
BU.  S.  Supreme  Court  flopped.  The  party  fell  short  in  its 
F  attempt  to  give  new  jobless  benefits  to  victims  of  the 
;sion.  Now,  the  latest  stab  at  confrontation  with  the  White 
56,  the  attempt  to  craft  a  Democratic  energy  policy,  may 
ndone  by  the  party's  old  bugaboo:  disunity, 
le  stumbling  block  to  a  united  stance  on  legislation  pro- 
ng U.  S.  energy  independence  is  a  proposal  to  allow  oil 
ng  in  the  Arctic  National  Wildlife  Refuge,  2,400  square 
3  of  Alaskan  wilderness.  Supporters  of  drilling  argue  that 
ing  the  refuge's  reserves  is  vital  to  reducing  U.  S.  depen- 
e  on  imported  oil.  But  environmentalists  maintain  that  the 
m't  worth  the  environmental  risk. 

nate  Energy  &  Natural  Resources  Committee  Chairman 
ennett  Johnston  (D-La.)  tried  to  make  the  measure  more 
table  to  his  fellow  Democrats  by  shifting  the  emphasis 
trd  conservation.  But  he  didn't  go  nearly  far  enough  to 
fy  liberals  and  environmentalists.  "Why  have  a  bill  that 
lorts  to  be  a  Democratic  proposal  that  probably  won't  be 
lorted  by  a  majority  of  Democrats  and  closely  resembles 
President's  energy  strategy?"  asks  Senator  Paul  D.  Well- 
e  (D-Minn.). 

rilling  in  the  refuge  isn't  the  bill's  only  controversial  provi- 
,  The  measure  would  ease  restrictions  on  wholesale  mar- 
ig  of  electricity,  speed  up  the  licensing  of  nuclear  power 
ts,  and  streamline  the  approval  of  natural-gas  pipelines, 
at  the  Alaska  refuge  is  the  big  sticking  point,  and  as  the 
ite  prepares  to  take  up  the  bill,  the  rift  is  deepening.  At  a 
nt  closed  meeting  of  the  Senate  Democratic  Policy  Com- 
ee,  several  colleagues  attacked  Johnston  for  supporting  an 
linistration  program.  At  least  eight  Democrats,  including 
ronmental  protection  subcommittee  Chairman  Max  S.  Bau- 
(D-Mont.),  are  threatening  to  filibuster  the  bill  because  of 
ilt  toward  production.  "A  huge  controversy  rages  around 
Arctic,  stopping  everything  else,"  declares  Senator  Timo- 
E.  Wirth  (D-Colo.),  one  of  the  potential  filibusterers. 
ow,  Johnston  is  trying  another  route  to  appease  conserva- 
advocates  by  offering  an  amendment  that  would  raise 


fuel-economy  standards  for  cars.  But  that  might  not  be 
enough  to  placate  opponents,  either. 

Supporters  of  the  bill  probably  have  enough  votes  to  cut  off 
any  filibuster.  The  final  vote  on  drilling  will  be  close.  But  lack 
of  a  coherent  Democratic  position  on  the  energy  measure 
probably  means  that  the  bill  will  emerge  from  the  Senate  in  a 
form  that  George  Bush  likes — and  will  give  the  Administration 
a  strong  hand  in  the  battles  to  come  with  the  House. 

By  Peter  Hong 


BACK  TO  THE  FUTURE 
ON  STUDENT  lOANS? 


For  months,  the  debate  over  the  future  of  the  govern- 
ment's popular  guaranteed  student-loan  program  pitted 
Democrats,  who  want  a  big  program  for  the  middle  class, 
against  the  Administration,  which  favors  a  more  modest  plan 
with  stricter  eligibility  cutoffs  based  on  income.  But  as  Con- 
gress considers  action,  another  issue  has  emerged:  What  role 
should  the  private  sector  play  in  making  the  loans? 

The  measure  pending  in  the  House  would  make  the  govern- 
ment the  lender,  taking  banks  out  of  the  business  of  originat- 
ing the  subsidized  loans.  Sponsors  say  this  could  save  the 
government  $1  billion  a  year — money  that  goes  to  banks  as  a 
special  allowance.  The  draft  Senate  bill  keeps  the  banks  in  the 
picture,  but  some  members  of  the  Labor  &  Human  Resources 
Committee,  led  by  Paul  Simon  (D-IIL),  want  direct  lending. 

Although  the  idea  of  government  lending  was  first  broached 
by  the  Administration,  the  Education  Dept.  is  now  calling  for  a 
veto  of  any  bill  containing  such  a  provision.  That's  good  news 
for  the  Student  Loan  Marketing  Assn.,  which  has  built  a  $3.6 
billion  business  buying  guaranteed  loans  from  banks  and  re- 
packaging them  for  investors.  Sallie  Mae's  stock,  which 
slumped  as  the  direct-loan  idea  gained  strength,  rose  S'/s,  to 
61%,  on  the  Oct.  21  veto  threat. 

By  Christ  I  ua  Del  Valle 


>iTAL  WRAPUPI 


111  RIGHTS 


Congress  may  finally  do  unto  itself 
I  as  it  has  long  done  to  others.  Dur- 
;  the  Clarence  Thomas  confirmation 
irings,  it  was  widely  noted  that  Cap- 
1  Hill  had  exempted  itself  from  pro- 
litions  on  sexual  harassment,  as  well 
most  other  rules  it  has  imposed  on 
iployers.  But  an  amendment  to  the 
il  rights  bill,  which  the  Senate  began 
bating  on  Oct.  23,  would  give  Con- 
ess'  33,000  employees  the  same  pro- 
;tions  as  other  private-sector  and 
vernment  workers.  Since  lawmakers 
ve  always  been  reluctant  to  let  other 
encies  poke  into  their  business, 
iy're  still  likely  to  bar  the  Equal  Em- 


ployment Opportunity  Commission 
from  investigating  complaints  on  the 
Hill.  Instead,  workers  would  first  have 
to  go  to  in-house  panels,  then  could 
take  their  cases  to  court. 

TAXIS  

Iouse  Minority  Whip  Newt  Ging- 
rich (R-Ga.)  wants  to  get  even 
with  Congress'  Joint  Taxation  Commit- 
tee. Its  professional  staff  has  been  a 
bone  in  the  throats  of  both  Treasury 
Dept.  officials  and  Hill  Republicans  by 
insisting  that  a  capital-gains  tax  cut 
would  lose  revenue  rather  than  pro- 
duce it.  Gingrich  will  try  to  eliminate 
funding  for  the  committee  in  the  next 
legislative  appropriations  bill. 


SYNDICATION 


Represtiitative  John  D.  Dingell  has 
ridden  to  the  rescue  of  U.  S.  tele- 
vision networks.  They're  now  likely  to 
get  more  control  over  foreign  syndica- 
tion of  reruns.  Since  spring,  the  Michi- 
gan Democrat  has  been  grumbling 
about  Federal  Communications  Com- 
mission rules  that  allowed  the  nets  into 
the  syndication  business.  Dingell, 
whose  Energy  &  Commerce  Committee 
oversees  the  FCC,  feels  that  the  rules 
give  foreign-owned  studios  an  advan 
tage  over  the  U.  S.-owned  nets.  An  FCC 
source  says  the  agency  will  soon  issue 
new  rules  putting  the  networks  and 
studios  on  a  more  even  footing. 


NGTON  OUTLOOK 
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Dow  has  a  brighter  future  zipped  up  tight. 


A  company  doesn't  grow  to  o\  er  n 
billion  dollars  without  learning  to  man- 
age risk.  Without  recognizing  that  a  sunny 
future  isn't  always  in  the  bag. 

7t!^  Dow  Chemical  Company  finances 
somie " ^ite|t^erowth  with  short-term  commer- 
cial paper.  Tney  need  to  limit  their  exposure 
to  interest  rate  rises.  Like  a  lot  of  smart  corn- 


interest  rates  in  times  like  these  can,  make  a 
big  difference  in  your  borrowing  costs.  And 
you  don't  have  to  be  a  billion  dollar  company 
to  do  it. 

Soon,  the  Chicago  Mercantile  Exchange 
will  trade  interest  rate  futures  and  options 
nearly  24  hours  a  day  Afterhours  trades  will  i 
be  through  GLOBEXr  the  worldwide,  comi 


panics,  they  use  futures  and  options  on  puter-based  electronic  marketplace.  Look 

the  Chicago  Mercantile  Exchange  to  ^n^»  into  futures  and  options  at  the  CME.  We 
manage  interest  rate  risk.  Hedging    SSSSm    help  smart  businesses  manage  risk. 


CHICAGO  MERCANTILE  EXCHANGE^ 

International  Monetary  Market*  Index  and  Option  Market 


1-800-331-3332  (N.  America  Toll  Free) 


The  Exchange  of  Ideas 

071-920-0722  (London) 


03-3595-2251  (Tokyo) 


iternational  Business 


HE  FREE-MARKET  ENFORCER 
fflO'S  SHAKING  UP  EUROPE 

ompetitiveness  czar  Leon  Brittan  steps  up  his  attack  on  trusts — but  he's  facing  a  fierce  backlash 


■  Mith  unification  just  around  the 
MM  corner,  tiie  European  Commu- 
nity  decided  last  year  that  it 
id  strong  antitrust  rules  so  the  free 
et  could  prevail.  The  EC  got  the 
.  But  it  got  something  else  it  didn't 
lin  for:  Sir  Leon  Brittan,  a  trust- 
ir  extraordinaire. 
recent  months,  zealous  enforce- 
by  the  EC's  competition  czar  has 


shaken  boardrooms  from  Milan  to  Man- 
chester. The  52-year-old  British  barrister 
is  using  his  lawyer's  savvy  to  push  anti- 
trust regulations  to  the  limit.  He's  at- 
tacking everything  from  anticompetitive 
takeovers  to  unfair  subsidies  and  price- 
fixing  cartels  (table).  Brittan's  mission  is 
clear:  force  Europe  to  shed  its  protec- 
tionist ways.  And  now,  the  addition  of 
the  seven  European  Free  Trade  Assn. 


(EFTA)  nations  in  the  EC  sphere  is  bound 
to  fuel  more  of  Brittan's  free-market 
thinking,  giving  his  high-gear  campaign 
extra  significance  (page  50). 

But  Brittan,  who  comes  up  for  reap- 
pointment as  commissioner  at  the  end  of 
1992,  faces  a  tremendous  backlash.  Big 
fights  loom  over  the  fate  of  such  monop- 
olistic untouchables  as  steel,  telephone 
service,  and  energy.  Powerful  corpora- 
tions are  plotting  counterattacks.  His 
ability  to  withstand  the  political  fire- 
storm could  decide  whether  Europe's 
economic  future  will  be  as  a  free  market 
or  as  a  fortress  for  monopolies.  That 
outcome  will  also  determine  Europe's 
ability  to  compete  with  the  U.  S.  and  Ja- 
pan in  coming  years,  Brittan  believes. 
STRONGHOLDS.  In  early  October,  Brittan 
wielded  the  year-old  EC  merger  rules  for 
the  first  time  against  big,  state-owned 
protectionist  strongholds.  He  nixed  the 
proposed  $200  million  joint  takeover  of 
Canadian  commuter-aircraft  builder  De 
Havilland  by  France's  state-owned  Aero- 
spatiale and  Italy's  Alenia,  arguing  that 
the  deal  would  give  them  two-thirds  of 
the  European  market  and  would  risk 
rubbing  out  competitors  such  as  Hol- 
land's Fokker.  The  companies  are  fight- 
ing back  by  planning  to  become  minority 
stockholders  in  De  Havilland. 

Sweet  deals  with  governments  are 
high  on  his  hit  list.  He  is  investigating 
an  Italian  plan  to  give  $2.8  billion  in 
government  handouts  to  Fiat  to  build  a 
new  auto  plant  at  Melfi,  in  the  depressed 
Mezzogiorno  area.  And  British  Aero- 
space PLC  was  ordered  to  repay  a  $75 
million  sweetener  that  he  says  it  re- 
ceived from  the  British  government  to 
buy  nationalized  auto  maker  Rover 
Group  PLC.  By  taking  that  action,  Brit- 
tan was  enforcing  a  rule  he  devised  that 
requires  governments  in  business  deal- 
ings to  act  the  way  reasonable  share- 
holders in  a  private  company  would. 

Brittan  is  also  enforcing  higher  stan- 
dards of  corporate  behavior  by  attacking 
anticompetitive  practices  such  as  price- 
fixing.  He  ordered  raids  on  papermak- 
ers,  including  Germany's  Feldmuhle, 
that  were  suspected  of  price-fixing,  and 


riONAL  BUSINESS 


BUSINESS  V^EEK/NOVEMBER  4,  1991  47 


\Mieits  the  las 
car  chase  ths 


It  was  as  if  a  starters  gun  had  been  fired. 
The  year  was  1976,  and  the  Honda  Accord  arrived  m 
to  the  delight  of  Americas  drivers  and  critics.  And  mucl 
the  dismay  of  other  automotive  designers  and  engineers. 
After  all,  this  was  a  car  with  a  totally  different  interpretation  of  efficien 
comfort  and  performance.  An  automobile  so  thoughtful,  practical  and  comp 
in  its  design,  the  competition  had  no  other  choice  than  to  follow  in  its  tracks. 

Now,  more  than  a  decade  and  a  half  later,  the  Accord  continues  to  perfi 
an  amazing  feat.  Each  year,  it  somehow  improves. 

For  instance,  the  interior  It  s  surprisingly  large,  and  amazingly  quiet.  Wl 


niidvcs  it  more  comfortable  than  you  ever  imagined.  You'll  notice  it  when  yoi 
in  the  firm,  contoured  seats.  When  you  slide  open  the  power  moonroof  AnI 
when  you  ride  silently  over  bumps  and  through  dips. 

The  refinements  underneath  the  hood  have  been  equally  dramatic.  A  h 
injected,  140-horsepower  engine  gives  the  Accord  more  power  than  ever  be: 
And  the  4-wheel  double  wishbone  suspension  translates  into  tremendously 
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ime  you  saw  a 
asted  17years? 

idling.  The  result  is  tmly  amazing.  You  can  respond  confidently  to  virtually 
'  driving  situation  you  might  encounter. 

This  car  also  excels  in  safety.  A  drivers  side  airbag  is  now  standard.  Along 
h  a  sophisticated  anti-lock  braking  system  to  help  you  control  the  car  on  rain- 
k  surfaces.  You  can  actually  steer  the  car  wliile  braking. 

The  body  is  also  quite  enviable.  The  lines  are  clean  and  smooth.  The  fit 
1  finish  are  consistently  excellent. 

Not  surprisingly,  workmanship  like  this  has  produced  a  bounty  of  rewards, 
le  Accord  has  been  the  best-selling  car  in  the  U.S.  for  the  past  two  years.  And 
onsistently  appears  on  all  the  "top  10"  lists  for  cars  in  its  category. 


Considering  all  these  facts,  one  comes  to  a  rather  obvious  conclusion.  Tlie 
cord  has  always  been,  and  continues  to  be,  a  tme  industry  standard.  The  car 
which  all  others  in  its  class  are  measured  and  judged. 

And  while  the  competition  remains  relentless  in  their  quest  to  catch  us,  we 
nain  dedicated  to  building  a  car  that's  a  few  years  ahead  of  them.Which  means 
s  chase  might  be  just  getting  started,  after  all.  The  Accord  EX. 
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Sweden's  Tetra-Pak  was  fined  $90  mil- 
lion for  alleged  abuse  of  a  dominant  po- 
sition in  soft-drink  packaging.  Procter  & 
Gamble  Co.  has  just  been  told  to  change 
the  terms  of  a  joint  venture  in  dispos- 
able diapers  with  Italy's  Finaf  that 
would  have  divided  up  the  EC  market. 

To  the  cheers  of  consumer  lobbies, 
Brittan  is  going  after  companies  that 
use  exclusive  distribution  contracts  to 
demand  higher  prices  for  the  same 
goods  that  can  be  bought  for  less  in 
neighboring  countries.  French  auto  mak- 
er Peugeot,  for  instance,  was  told  it 
couldn't  stop  a  French  wholesaler  from 
buying  its  cars  in  Belgium,  where  they 
cost  less,  and  reselling  them  in  France 
cheaper  than  Peugeot  dealers. 

And  in  a  complete  break  with  Europe- 
an practice,  Brittan  is  encouraging  Euro- 
pean companies  to  step  forward  and  rat 
on  their  rivals.  That  U.  S.-style  approach 
could  give  his  campaign  its  biggest  head 
of  steam.  France's  Matra,  for  instance, 
filed  a  complaint  about  subsidies  prom- 
ised to  Ford  Motor  Co.  and  Germany's 
Volkswagen  to  build  a  plant  in  Portugal. 
ENEMIES.  Brittan's  tactics  are  becoming 
as  controversial  as  his  aims.  Most  busi- 
ness deals  involving  state-held  compa- 
nies are  cooked  up  behind  closed  doors 
at  national  finance  ministries.  Brittan  is 
demanding  that  state  companies  file  an- 
nual reports  listing  their  state  subsidies. 
Corporate  leaders  claim  this  forces  them 
to  make  public  proprietary  information. 

The  result  is  that  Brittan's  list  of  pow- 
erful enemies  is  growing  by  the  day. 
The  French  went  ballistic  when  the  EC 
commission  backed  Brittan's  ban  on  the 
De  Havilland  merger.  Spluttered  trans- 
port minister  Paul  Quiles:  "If  Brittan 
had  intervened  20  years  ago,  we 
wouldn't  have  had  Airbus  or  Ariane," 
referring  to  two  successful  aerospace 
consortiums  that  are  heavily  subsidized. 

The  political  stakes  are  so  high  that 
even  some  of  Brittan's  usual  allies  are 
running  for  cover.  Two  key  EC  commis- 
sioners are  backing  Franco-Italian 
moves  to  blunt  some  of  Brittan's  pow- 
ers. A  proposal  to  be  voted  on  Oct.  30 
would  allow  any  EC  commissioner  to 
quash  a  :  nist-busting  probe  in  his 
jurisdiction. 

Can  the  crusader's  campaign  survive? 
It  seems  it  will.  He  has  been  backed  by 
E(;  commissioners  on  all  of  his  moves  so 
far.  Even  if  he's  replaced  next  year,  the 
spirit  of  the  times  is  running  his  way. 
With  EFTA  members  already  on  board 
and  the  old  command  economies  of  East 
Europe  and  the  Soviet  Union  hammering 
on  the  door  for  admission,  Europe  sim- 
ply can't  slip  back  into  its  old  bad  habits. 

By  John  Templeman  in  Bonn  and 
Patrick-  Oster  in  Brussels,  icith  Stewart  Toy 
in  Paris  and  bureau  reports 


EUROPE  I 


SAS  IS  ALREADY  SLASHING  JOBS  IN  ANTICIPATION  OF  MUCH  TOUGHER  COMPETITION 


TEARING  DOWN 

EVEN  MORE  FENCES  IN  EUROPE 


A  historic  19-country  accord  will  create  a  huge  barrier-free  zone 


If  you  are  worried  about  a  Fortress 
Europe,  relax:  The  European  Com- 
munity is  moving  the  other  way. 
That's  one  conclusion  that  can  be  drawn 
from  the  historic  agreement  signed  on 
Oct.  22  between  the  EC  and  the  seven- 
member  European  Free  Trade  Assn. 
Reached  after  two  years  of  grueling  ne- 
gotiations, the  pact  commits  EFTA  mem- 
bers as  diverse  as  Iceland  and  Austria  to 
following  the  EC's  1992  single-market 
rules — in  effect  creating  a  19-nation  bar- 
rier-free zone  of  380  million  people. 

The  European  Economic  Area  (EEAi 
agreement,  which  is  still  to  be  ratified 
by  all  the  governments,  will  mean  big 
changes  in  EFTA  states  such  as  Switzer- 
land and  Norway  that  have  fenced  off 
parts  of  their  economies  and  societies. 
Governments  will  have  to  abolish  most 
restrictions  on  investment  and  adopt  EC 
product  standards  and  policies  on  aid  to 
industry.  Yet  the  promise  of  free  move- 
ment of  goods,  services,  capital,  and  peo- 
ple within  this  enlarged  Europe  should 
make  it  easier  for  companies  to  operate 
across  borders  and  should  give  a  fillip  to 
economic  growth. 

HANG  LOOSE?  Beyond  the  economic  is- 
sues, the  EEA  pact  raises  difficult  politi- 
cal questions,  which  will  come  to  a  head 
at  the  EC  summit  in  the  Netherlands  in 
December.  Most  EC  members  favor  a 
more  unified  Community,  with  a  single 


currency  and  joint  decisions  on  such 
sitive  matters  as  foreign  policy  anc 
fense.  But  Britain  has  opposed  a  st 
Brussels,  arguing  that  the  EC  mus 
main  more  loosely  linked  to  accon 
date  potential  new  members. 

The  EEA  deal  could  boost  Brit 
case  for  a  broader — not  deeper — EC 
though  the  EC  originally  hoped  the  1 
would  forestall  a  rush  of  new  applic 
for  full  membership,  many  EFTA  n 
hers  are  now  eager  to  join  the  EC  cli 
lest  they  be  bound  by  EC  rules  withe 
vote  in  deciding  them.  Indeed,  Swi 
and  Austria  have  already  applied, 
Finland  may  follow  suit  next  year, 
eral  of  these  countries  have  pursue 
neutral  political  orientation  diffe 
from  the  NATO  core  of  the  EC.  And 
more  members  the  EC  lets  in,  the  gre 
the  difficulty  it  will  have  reaching 
consensus  on  thorny  political  and 
fense  issues. 

Now  that  the  EC  has  embraced  E 
it  should  be  easier  to  welcome  the 
tral  European  countries  that  are  on 
doorstep.  A  more  loosely  strung  Eu 
will  be  able  to  accommodate  the  poll 
and  economic  differences  of  tl 
emerging  democracies.  Imagine 
problems  if,  following  a  North  Amer 
free-trade  pact,  the  U.  S.  were  to 
tempt  a  political  union  with  Mexico. 

Still,  Europeans  will  feel  the  impa( 
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!  Shape  and  color  of  a 
e  serve  to  attract  the 
ects  that  ensure  its 
lination.  The  shapes  of 
■  glasses  are  equally 
ctional  -  each  one 
iigned  to  bring  out  the 
flavor  of  a  drink.  The 
~.elsior  range  is  an 
'.ellent  example. 


4>i* 


Of  course  we  are  drawn  to  a 
rose's  beauty,  but  the  natural 
role  of  its  shape  and  color  is  to 
attract  the  insects  that  are  vital 
to  its  reproduction. 

 And  while  a  beautiful 

glass  appeals  to  the  eye,  it 
must  also  serve  a  function. 
 Which  is  why  our  glas- 
ses come  in  so  many  shapes 
and  sizes.  Each  type  is  design- 
ed to  enhance  the  particular 
qualities  of  a  drink.  The  bou- 
quet of  a  fine  red  wine,  for 
example,  wouldn't  fully  unfold 
in  a  white  wine  glass.  And 
brandy  just  isn't  the  same 
without  a  snifter.  Just  as  drinks 


differ,  so  do  tastes.  And  so  we 
offer  a  range  of  over  7,000 
glasses.  From  sophisticated 
contemporary  to  the  classic 
sparkle  of  cut  crystal.  And  we 
take  pride  in  the  fact  that  many 
have  received  awards  for 
design  excellence. 

 Elegant  glassware  is 

just  one  example  of  how 
Schott  Cristal's  innovative 
development  responds  to  spe- 
cific needs.  Other  examples 
abound  in  fields  of  advanced 
technology. 

 Schott  worldwide: 

50,000  products,  50  produc- 
tion facilities,  represented  in 


more  than  100  countries,  with 
over  $1,5  billion  in  sales. 
 Schott  in  North  Amer- 
ica, 11  companies  employing 
more  than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  38, 30dell  Plaza, 
Yonkers,  N.Y.I 0701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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the  EC-EFTA  accord  well  before  these  po- 
litical issues  are  settled.  Tougher  EC 
competition  will  assail  such  cosseted  in- 
dustries in  EFTA  countries  as  retailing, 
construction,  and  banking.  Europe's  big 
banks  and  insurance  companies,  for  ex- 
ample, will  benefit,  because  they'll  get  to 
move  into  EFTA  states  with  a  single  EC 
license.  One  industry  certain  to  feel  the 
winds  of  change  is  aviation.  High-cost 


airlines  such  as  Swissair  and  Scandina- 
vian Airines  System  will  have  to  follow 
the  EC's  gradual  deregulation  of  the 
skies.  In  anticipation,  SAS,  for  one,  is 
slashing  jobs.  "There  is  no  way,  with  the 
cost  structure  we  had,  that  we  could 
survive  in  a  deregulated  environment," 
says  Vagn  Sorensen,  head  of  SAS's  air- 
line division. 
Big  EFTA  multinationals,  such  as  Swe- 


den's Volvo  and  Switzerland's  ABB 
Brown  Boveri  Ltd.,  have  been  prep; 
for  closer  links  with  the  EC  for  ; 
through  acquisitions  and  joint  ven 
in  the  Community.  They  will  pro! 
prosper,  but  smaller  and  midsize 
companies  that  haven't  prepared 
headed  for  a  shakeout. 

By  Mark  Maremont  and  Richa 
Melcher  in  London 


SOVIET  UNION  I 


WINTER  IS  COMING, 

AND  THE  SOVIET  CUPBOARD  IS  BARE 


Poor  harvests  and  blocked  supply  lines  may  mean  shortages  and  riots 


BYELORUSSIA'S  AMBER  WAVES:  AS  PRICES  SOAR,  FARMERS  ARE  HOARDING  GRAIN 


Tensions  are  running  high  at  Mos- 
cow's sprawling  Gastronom  food 
store  near  Byelorussia  Railway 
Station.  With  coupons  ready,  two  dozen 
people  are  lined  up  at  the  counter  to  get 
sugar  rations  they  were  supposed  to 
have  had  three  months  ago.  Manage- 
ment claims  there's  no  sugar — but  it 
turns  out  that  20  sacks  of  sugar  have 
been  hidden  in  the  back.  For  hours,  the 
angry  crowd  refuses  to  leave,  forcing 
police  to  clear  the  store  when  closing 
time  comes  at  8  p.m. 

As  winter  approaches,  such  scenes  are 
becoming  common.  The  question  being 
asked  in  capitals  from  Brussels  to  Wash- 
ington is:  How  bad  will  it  get  in  the 
former  Soviet  Union?  Mass  starvation  is 
unlikely.  But  a  combination  of  poor  har- 
vests and  breakdowns  in  food  distribu- 
tion will  mean  pockets  of  serious  short- 
ages throughout  the  country.  The 
repercussions  are  being  felt  on  world 
commodity  markets.  Plans  are  afoot  for 
the  U.  S.  to  extend  $1  billion  in  emergen- 


cy food  credits  and  aid,  prompting 
American  grain  prices  to  shoot  up. 

Across  the  Soviet  Union,  cities  loom  as 
the  most  vulnerable  spots.  Perm,  an  in- 
dustrial town  in  the  Urals,  already  wit- 
nessed major  protests  when  sugar  sup- 
plies dried  up.  In  Moscow,  frustrated 
tipplers  ransacked  a  liquor  outlet  that 
had  no  vodka.  In  Alma  Ata  and  St.  Pe- 
tersburg, bread  is  running  short.  Most 
at  risk  are  retirees,  who  struggle  along 
on  pensions  of  140  rubles  a  month  and 
can't  afford  the  plentiful  but  expensive 
food  in  private  markets. 

The  biggest  immediate  threat  is  a  poor 
grain  harvest,  which  many  expect  to 
come  in  at  170  million  metric  tons — down 
227'  from  last  year.  Of  that  amount, 
about  70  million  metric  tons  were  to 
have  been  sold  to  state  distribution 
agencies  run  by  Moscow.  But  in  the  af- 
termath of  August's  failed  coup,  central 
authority  has  all  but  evaporated,  allow- 
ing state  and  collective  farms  to  sell 
what  they  please.  By  Oct.  1,  they  had 


sold  only  35.4  million  metric  tons  t( 
government. 

The  rest  is  being  hoarded  by  far 
in  hopes  of  selling  it  privately  lat 
higher  prices.  Since  spring,  for  exai 
grain  prices  have  jumped  from  90' 
bles  to  2,000  rubles  a  ton.  And  witl 
ruble  losing  value  by  the  day,  far 
are  using  grain  to  barter  for  consi 
goods,  cement,  or  other  items  they  i 

Yet  state  and  collective  farms  d( 
have  adequate  storage  facilities  and 
face  big  grain  losses,  as  Vladimir  l 
khonov,  a  Soviet  agricultural  expert 
an  Oct.  18  conference  at  the  Geonc 
Institute  of  Vermont's  Middlebury 
lege.  The  resulting  shortages  c 
touch  off  food  riots  by  spring,  he  s 
RUMBLING  BELLIES.  In  Russia,  the 
populous  republic,  food  supplies 
tight.  Meat  purchases  for  the  first 
months  of  the  year  were  down  207f 
dairy  sales  sank  15?f.  In  more  tha 
Russian  cities,  meat,  butter,  and  v 
are  being  rationed. 

Finding  additional  supplies  will  b( 
ficult.  Now  that  they've  declared 
independence,  such  food-producing 
publics  as  Moldavia,  the  Baltic  st 
the  Ukraine,  and  Kazakhstan  are  r 
tant  to  ship  food  to  Russia,  since 
want  to  feed  their  own  people  first, 
sian  cities  in  the  heavily  industrial  I 
region,  for  example,  used  to  get 
stock  from  the  Baltic  states.  But 
ments  have  fallen  off  dramatically, 
republics  are  supposed  to  adhere  to 
commitments  to  sell  food  or  pay  p 
ties  in  hard  currency.  But,  says 
khonov,  "a  period  has  come  whei 
agreements  can  be  relied  upon." 

Western  countries,  fearful  of  the 
OS  that  food  shortages  could  spawn 
gearing  up  with  emergency  plans. 
U.  S.,  Japan,  the  European  Commu 
and  Saudi  Arabia  have  earmarked 
billion  in  aid  and  credits  primarily 
food.  But  last  year,  when  the  situ; 
was  less  than  dire,  the  Soviets  > 
wolf:  Much  of  the  emergency  fooc 
sent  by  the  West  ended  up  waste 
absorbed  by  the  black  market.  The  c 
tion  now  is  figuring  out  how  to 
help  when  it's  really  needed — and  b( 
it's  too  late. 

By  Rose  Brady  in  Moscotv  and  - 
Galuszka  in  Middlebury.  Vt.  ' 
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Its  the  tenth  anniversary  of  the  IBM  PC. 

But  you  get  all  the  presents. 


Oh,  we  shouldn't  liave.  But  we  did.  Right  now 
we're  eelehrating.  And  vou  will  too  when  you  see 
all  the  presents  we  have  for  you. 

Cash  back  on  powerful  PS/2'*^s.  Now  you  can 
get  i386™  SX  power  and  more — up  to  $200  hack 
on  the  PS/2  Models  35  SX  and  40  S\  with  the 
purchase  of  an  IBM  operating  system. 

Bonus  software  packages.  Buy  selected  PS/2s 
and  an  IBM  operating  system,  and  you'll  get  $775 
worth  ol  exciting,  easy-to-use  software  that's  great 
for  your  hu si ness.  There's  Quicb'h"  Financial  Pack 
for  complete  financial  management.  LotusWorks® 
with  integrated  s[)readsheet,  word  processing, 
datahase  and  other  capahiliti«>s.  Kxpress 
Publisher™  for  professional  deskto[)  [)uhlishing. 
\nd  a  voucher  for  the  popular  Purho  Pax®  a 
preparation  package  for  the  19^1  tax  year.  Plus  a 
special  startup  diskette  that  guides  you  through 
the  installation  and  use  of  your  new  software. 

^fi^  Two  operating 

systems.  No  charge. 
When  you  huy  tlie  I^S/2 
Model  57  SX,  we'll  give 
you  IBM  DOS  5.0  at  no 
extra  charge,  plus  a  voucher 
lor  a  free  copy  of  OS/2  "  2.0. 
Coming  out  soon,  OS/2  2.0 
will  he  our  most  versatile 
operating  system. 

The  best  trade  you  ever  made.  I  rade 
in  selected  computers  froin  IBM,  Apple'*' 
and  Compaq,"  and  vou  II  get  credit  tf)ward 
die  price  ol  your  new  \  HM  PS/2.  Help  us 
celebrate.  And  lake  home  the  presents. 
Now  through 
December  31st, 
see  your  [>ar- 
ticipating  IBM 
Fiusiness  Partner, 
or  the  one 
nearest  you,  call 
1  800  942- 4 -IBM. 


iiyiliimiiHifliHl  mmm\ 

nwrnn  ■  .^skm  ■  ' 


BM  DOS  or  OS/2  operating  systems  only  Bonus  application  software  requires  640  KB  memory  and  a  tixed  disk  drive 
:xpress  Publistier  requires  IBM  or  IBM-compatible  mouse  Oiler  valid  in  USA  only  wtiile  supplies  last  Soltware  value  based 
jnM  S  R  P  SeeyourlBM  Authorized  Business  Partner  lor  details  IBM,  OS/2  and  PS/2  are  registered  trademarks  of 
nternational  Business  Macfiines  Corporation  Ctiarles  Ctiaplin  ©  Bubbles,  Inc  S  A  1991  represented  by  Bliss  House,  Inc  , 
ipringlield,  MA  01103  The  trademarks  are  owned  as  follows  Quicken,  Intuit  Inc  .  LotusWorks,  Lotus  Development  Corporation, 
rurboTax,  Chipsolt  Inc,  Express  Publisher,  Power  Up'  Software  Corporation;  386,  Intel  Corporation,  Compaq, 
Compaq  Computer  Corporation,  Apple,  Apple  Computer  Corporation  ©  1991  IBM  Corp 


CON  N  O  1  S  S  E  U  R 


THERISEOFCIVILIZ/fflON. 

In  the  skies  over  four  continents  and  two  oceans  j 
there  is  now  a  place  where  international  business  clasj 
is  being  redefined. 

Where  new,  substantially  wider  seats,  placed  no 
more  than  an  arm's  length  from  the  aisle,  refresh  the 
body.  And  sophisticated  CD  audio  soodies  the  soul. 


celebrated  wines,  spirits,  and  award- winning 
are  artfully  presented.  And  where,  on  the  upper 
ks  of  our  vast  747  fleet,  you'll  travel  smoke-free. 
Introducing  Connoisseur  Classf*  only  on  United, 
lere  attention  to  detail  elevates  international  business 
is  to  its  highest  form  of  civility 


Available  now  on  all  our  flights  ai 
and  on  most  United  flights  across  the  PadjBc. 

Come  fly  the  airline  diat's  uniting  the  world.  Come 
fly  the  friendly  skies. 


uniTeD  AIR  LiriEs 
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EDITED  BY  STANLEY 


AS  CHINA'S  ECONOMY  WITHERS, 
REFORM  MAY  BLOOM  AGAIN 


Instead  of  enjoying  their  last  years,  87-year-old  Deng  Xiao- 
ping and  China's  other  aging  leaders  find  themselves 
scrambling  to  preserve  their  endangered  legacy.  The  state 
sector  of  the  economy,  a  major  slab  in  the  Communist  Party's 
power  base,  is  faltering  badly — and  it  could  drag  the  party 
down  with  it.  The  desperate  need  to  come  up  with  a  rescue 
strategy  has  given  economic  reformers  a  new  shot  at  power  in 
the  midst  of  the  struggle  over  the  succession  to  Deng. 

The  man  with  the  greatest  opportunity  is  Vice-Premier  Zhu 
Rongji,  whom  Deng  tapped  in  mid-September  to  try  to 
straighten  out  the  state  companies. 
Zhu,  a  former  mayor  of  Shanghai,  is 
fondly  remembered  by  the  Western 
business  community  for  single- 
handedly  solving  the  foreign  ex- 
change problems  plaguing  the  Beij- 
ing Jeep  joint  venture  in  the  mid- 
1980s.  He  is  known  as  "one-chop 
Zhu"  for  his  quick  decisions.  If  Zhu 
gets  good  marks  in  his  new  role,  he 
could  succeed  the  unpopular  Li  Peng 
as  Prime  Minister  next  year,  putting 
him  in  line  to  head  the  party.  Zhu 
has  one  rival,  Vice-Minister  Hu  Qili, 
a  slick  politician,  who  also  is  trying 
to  turn  the  public  sector  around. 

But  these  ambitious  reformers  won't  have  an  easy  time. 
Chinese  consumers  are  in  the  habit  of  shunning  shoddy  public- 
sector  goods  in  favor  of  wares  from  the  fast-growing  private 
sector.  They  turn  up  their  noses  at  panty  hose  that  sag,  bottle 
caps  that  don't  screw  on  right,  and  car  designs  that  never 
change.  Stockpiles  of  unwanted  cameras  and  TVs  are  filling 
warehouses. 

Each  year,  the  financially  strapped  government  has  to  pump 
more  money  into  the  public  sector  to  keep  it  going.  Analysts 
say  that  70%  of  large  state  enterprises  are  losing  money,  and 
the  cumulative  public-sector  debt  is  at  least  $50  billion.  But 
subsidies  aren't  enough  to  save  the  public  sector.  Because  of 


its  inefficiency  and  private  enterprise's  growth,  the  state 
trolled  portion  of  gross  national  product  has  shriveled 
60%  to  45%  since  1989. 

How  to  revive  state  enterprise  is  a  subject  of  fierce  d( 
among  the  Chinese  leadership.  Zhu  and  Hu  want  to  fold  ; 
of  the  money-losers  into  the  few  successful  state  compa 
And  they  would  like  to  shut  down  some  laggards  to  1 
poor-performing  managers  a  lesson. 

Zhu's  ideas  are  being  put  into  practice  on  a  limited  s 
The  government  recently  halted  production  on  some  lin- 
Shanghai,  Beijing,  and  Nanjing 
were  notorious  for  turning  out 
rior  stuff.  Innovative  officials  ir 
province  brought  in  Japanese 
agers  to  streamline  a  light  bult 
tory  by  firing  workers  and  lir 
pay  to  output. 

BIG  SPENDERS.  But  the  old  gua 

not  ready  for  radical  solutions  a( 
the  board.  They  fear  that  large- 
layoffs  at  the  state  companies  ( 
lead  to  unrest  among  the  100  m 
workers  these  operations  em 
Another  problem  is  that  too  i 
reform  would  undermine  the  i 
munist  Party.  "That's  why  thej 
wary  of  economic  reform,"  says  a  diplomat. 

At  the  same  time  that  a  few  companies  are  being  closed 
government  is  spending  big  to  shore  up  others.  Some  $1  b 
has  been  earmarked  to  purchase  foreign  equipment  tc 
grade  state  factories,  and  big  write-offs  of  public-sector 
may  be  in  the  works. 

But  the  reformers  have  gotten  their  feet  back  in  the 
after  being  out  in  the  cold  since  the  1989  Tiananmen  Sq 
massacre.  If  they  score  big  in  one  or  two  test  cases, 
reformers'  influence  will  increase.  And  they  will  be  in  pla 
fill  the  vacuum  as  the  gerontocracy  fades  from  the  seen 
By  Lynne  Curry  in  Beijing  and  Dinah  Lee  in  Hong  . 


GLOBAL  WRAPUPI 


CANADA 


Socialism  is  dying  out  in  most  na- 
tions, but  it's  gaining  new  life  in 
Canada.  'I  he  moderately  socialist  New 
Democratic  Party  (NDP)  swept  to  power 
in  elections  in  British  Columbia  and 
Saskatchewan  uad  is  poised  to  score 
well  in  the  1993  national  elections. 

The  sweep  also  puts  the  NDP,  which 
has  ruled  Ontario  since  last  year  and 
has  long  criticized  Canada's  free-trade 
accord  with  the  U.  S.,  in  power  in  three 
provinces  whose  combined  populations 
are  about  half  of  Canada's  26  million. 
So  the  NDP  will  have  a  pivotal  role  in 
the  upcoming  effort  to  resolve  the  con- 
stitutional crisis  over  Quebec — because 


any  changes  to  the  constitution  must 
be  approved  by  provinces  representing 
a  majority  of  Canadians.  The  NDP, 
which  has  alienated  Ontario  business 
leaders,  wants  to  enshrine  rights  to 
government  benefits  such  as  health 
care  in  the  constitution. 

SCANPIMAVIA  

The  Nordic  countries  are  often  dis- 
missed as  boringly  stable,  but  right 
now  they  are  staggering  through  a 
nasty  financial  crisis  brought  on  by 
sour  real  estate  loans  and  a  vicious 
recession.  The  Swedish  and  Finnish 
governments  have  been  forced  into 
costly  bank  bailouts.  But  the  crisis  is 
most  acute  in  Norway,  where  Chris- 


tiana Bank,  the  country's  second-k 
est,  is  likely  to  be  nationalized  as  \ 
of  a  broad  rescue  for  the  banking  ; 
tem.  The  bill  for  the  government:  ; 
billion.  That  may  seem  small,  but  i 
$700  per  person — the  equivalent 
nearly  $200  billion  for  the  U.  S. 

LATIN  AMERICA  

Latin  leaders  are  putting  the  sque 
on  Fidel  Castro.  The  presidents 
oil-producing  Mexico,  Venezuela,  . 
Colombia  summoned  Castro  to  M 
co's  Cozumel  Island  on  Oct.  23  ' 
talks.  The  likely  deal:  political  libe 
ization  in  Havana  in  exchange  for 
which  Castro  desperately  needs  to 
place  dwindling  Soviet  supplies.  ; 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business  Tool 
Shouldn't  Bar  You  From  Doing  Business. 


We 


r  hen  traveling  on  business,  does 
waiting  around  to  use  a  phone  some- 
times make  you  feel  like  you're 
doing  time?  Now  there's  a  way  to 
break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

Americas 
Most  Complete 
Paging  Service. 

Our  unparalleled  coverage  gives 
you  the  freedom  to  go  coast  to  coast 
and  still  stay  in  touch  with  clients, 
colleagues,  family  and  friends.  And 
it's  easy  with  our  simple  toll-free 
access. 

Customized 
Regional  Coverage. 

When  it  comes  to  flexibility, 
we've  got  you  covered  there,  too. 


Because  with  MobileComm,  you 
only  pay  for  the  regions  you  need. 
And  if  you  only  need  local  paging, 
we  can  provide  that.  So  you're  only 
charged  for  coverage  options  you  need. 


advanced  voice  mail.  Plus  you  can 
count  on  our  20  years  of  paging 
experience  and  the  latest  in 
Motorola  pagers. 

Don't  let  the  phone  restrict  you. 
Get  MobileComm  Nationwide 
Messaging.  Call  now  for  more 
information  about  our 
money- saving  offer. 


Nationwide 
Text  Messaging. 

Seeing  is  believing  with 
MobileComm.  Our  nationwide  text 
pager  lets  you  receive  up  to  four 
lines  of  late-brealdng  messages. 
We  also  have  digital  paging  and 


1-800-685-5555 
@  MobileComm 


A  BELLSOUTH  Company 


Evervthina  vou  expect  froma leader 
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^INKSMAU 

THE  EXPORT  LESSONS  TO  BE  LEARNED  FROM  GERMANY'S  MIDSIZE  COMPANIES 


If  you  want  to  get  a  close  look  at 
Germany's  export  juggernaut,  don't 
go  any  farther  than  the  Glasbau 
Hahn  factnj-y  on  the  outskirts  of  Frank- 
furt. Although  it  has  only  $12  million  in 
sales,  Glasbau  Hahn  is  the  Mercedes- 
Benz  of  glass  showcases.  Its  products 
are  jammed  with  technology  to  protect 
the  world's  most  valuable  art  objects — 
such  as  the  bust  of  Queen  Nefertiti  at 
Berlin's  Egyptian  Museum.  Top-drawer 
customers  such  as  New  York's  Metro- 


politan Museum  of  Art  and  London's 
British  Museum  eagerly  fork  out  up  to 
$100,000  apiece  for  custom-built  wall- 
size  showcases  from  Hahn,  complete 
with  heat-free,  fiber-optic  lighting  and 
precision  climate  control.  "Museums  al- 
ways ask  us  to  do  the  impossible,"  says 
CEO  Till  Hahn. 

About  300,000  other  small  and  mid- 
size companies  such  as  Hahn— collec- 
tively dubbed  the  Mittelst.and,  meaning 
midranking — perform  Mission  Impossi- 


ble on  a  daily  basis.  Although  Dai 
Benz  and  Siemens  are  best  kn 
abroad,  it  is  these  companies  with  i 
er  than  500  employees  that  proii 
two-thirds  of  Germany's  gross  natif 
product,  train  9  out  of  every  10  apji 
tices,  and  employ  4  out  of  every  5 
ei's.  They  make  everything  from  3 
predictable  motors  and  machine  too 
such  consumer  goods  as  camping  e<t 
ment  and  high-fashion  garments.  Sil 
such  as  Krones,  a  maker  of  bottles 
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iing  machines,  have 
)me  major  supphers 
J.  S.  industry.  Says 
US-Peter  Miiller,  a 
rd  member  of 
nkfurt's  Commerz- 
k:  "Germany's  post- 
economic  miracle 
1  Mittelstand  mir- 

he  Mittelstand  are 

ajor  reason  Germa- 

s  likely  to  fare  well 

the  1990s,  despitf 
pain  of  reunifica 

.  They  may  even  be 

key    to  turning 

ind  the  former  East 

many.  These  com- 
ics are  already  pow- 

il  exporters,  used  to 

peting  with  Asia's 
America's  best. 

y  know  how  to  use 

)vation  and  applied 

?arch  to  overcome 

le  of  the  world's 

lest  labor  costs  and 

:rong  currency  that 

tes  their  exports 

•e  expensive. 

rER  MODEL.  In  the 

).,  a  small  but  growing  number  of 

cutives  and  gurus  think  the  Mittel- 

■id  provide  a  far  more  relevant  mod- 

or  American  exporters  than  the  Jap- 

se  trading  companies  and  industrial 

ups  often  held  up  to  business  stu- 

ts  as  organizations  to  emulate. 

hat's  because  the  U.  S.  has  hun- 

Js  of  thousands  of  small  and  midsize 

ipanies  that,  given  the  proper  orien- 

on  and  support,  could  become  export 

'erhouses.   "We've  got  this  huge 

size  sector,  but  it  falls  through  the 

:ks,"  says  management  consultant 

n  Peters,  co-author  of  hi  Search  of 

•ellence.  "Before  we  leap  overboard 
say  we  require  the  Japanese  model, 

5  look  at  the  German  model." 

fnlike  Japan's  export  leaders,  the 

telstand  have  collectively  grown  big 

thinking  small.  They 

rk   out   of  small 

its  often  located  in 

ms  you've  never 

rd  of,  and  they  tar- 
small  but  highly 

fitable   niches  in 

bal  markets.  Their 

ses  belie  the  card- 

rd-cutout  image  of 

•man  managers  as 

Tow-minded  corpo- 

e  bureaucrats, 

red  to  jeopardize 

ir  salaries  by  taking 


The  Zuleeg  family's  text 
compete  successfully 
with  low-cost  Asian  rivals 


risks  and  unable  to  innovate.  Pouring 
huge  portions  of  their  revenues  into  re- 
search and  development,  Mittelstand 
companies  routinely  beat  the  biggies  to 
market  with  new  products.  One  reason 
is  that  they  are  mostly  run  by  owner- 
managers  who  have  their  families' 
wealth  on  the  line.  They  are,  says  Bonn- 
based  management  consultant  Wolfram 
Hatesaul,  "the  terriers  of  the  German 
economy." 

FREE  SPIRITS.  While  a  relative  handful 
of  U.  S.  companies  accounts  for  the  li- 
on's share  of  exports,  thousands  of  Mit- 


telstand companies  col- 
lectively generate  307^ 
of  German  exports.  To 
be  sure,  there  are  some 
who  refrain  from  direct 
exports,  choosing  in- 
stead to  give  a  helping 
hand  to  the  big  guys. 
Munich-based  luxury- 
automobile  manufac- 
turer BMW,  for  in- 
stance, uses  1,000 
suppliers.  Daimler 
Benz's  Mercedes-Benz 
auto  and  truck  unit 
buys  more  than  $15  bil- 
lion worth  of  supplies 
annually  from  50,000 
companies  inside  Ger- 
many. That  is  similar 
to  the  Japanese  model 
in  which  smaller  com- 
panies supply  big  ex- 
porters in  their  keir- 
etsu,  or  industrial 
group.  But  in  contrast 
with  Japan,  the  vast 
majority  of  Mittelstand 
companies  are  fiercely 
independent. 

The  economic  payoff 
from  these  companies 
is  huge.  At  $1.4  trillion,  Germany's 
economy  is  less  than  a  fourth  the  size 
of  that  of  the  U.  S.,  and  its  work  force 
of  34  million  is  dwarfed  by  America's 
115  million.  Yet  year  in  and  year  out, 
Germany  has  vied  with  the  U.  S.  to  be 
top  gun  in  the  export  battle.  Now,  with 
unification,  it's  pulling  in  front.  Last 
year,  Germany  sold  $421  billion  worth 
of  exports,  comfortably  ahead  of  Amer- 
ica's $394  billion  and  Japan's  $286  bil- 
lion. Those  numbers  show  that  dominat- 
ing hundreds  of  small  aiche  markets 
works  well  for  Germany. 

Part  of  the  Mittelsia7id's  success 
stems  from  the  German  business  cul- 
ture itself.  Unlike  their  Yankee  counter- 
parts, Mittelstand  chiefs  aren't  ob- 
sessed with  quarterly  earnings  growth. 
Instead,  they  are  devoted  to  quality, 


HOW  GERMANY'S  EXPORT  NETWORK  DOES  IT 


SPOTTING 
THE  DEAL 

Embassies, 
banks,  trade  as- 
sociations, and 
chambers  of  commerce  in  doz- 
ens of  countries  funnel  details 
of  potential  export  deals  to 
companies  back  home  via 
newsletters,  data  bases 


DOINO 
THE  DEAL 

Trade  associa- 
tions, export 
trading  compa- 
nies, and  banks  help  with  docu- 
mentation, translation,  legal, 
and  shipping  services.  They  also 
provide  office  space  and  secre- 
tarial help  in  far-flung  markets 


FINANCING 
THE  DEAL 

Specialized 
banks  or  Mittel- 
stand depart- 
ments of  big  banks  provide  ex- 
port fmance  and  arrange  credit 
and  political  risk  insurance 
through  government-backed 
Hermes  export  credit  agency 
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profits,  and  family  ownership.  They 
place  a  major  emphasis  on  training  ap- 
prentices. In  their  terms,  success  means 
handing  a  healthy  company  on  to  the 
next  generation,  not  making  a  fast 
buck  selling  off  shares  to  the  public 
once  they  take  off. 

But  aside  from  culture,  the  Germans 
also  have  built  an  export  infrastructure 
that  greatly  assists  smaller  companies 
(table,  page  59).  Part  of  it  dates  back  to 
the  banking  and  trading  system  estab- 
lished during  the  last  century,  but  other 
aspects  developed  during  the  grim  days 


ters  of  the  U.S.  to  create  the  same  kind 
of  support  system  for  an  American  Mit- 
telstand.  The  thinking  is  that  with  a  bit 
of  tinkering,  U.  S.  entrepreneurs  and 
policymakers  could  give  rise  to  a  grow- 
ing core  of  small  and  midsize  companies 
that  would  be  competitive  in  global 
markets.  Already,  a  coalition  of  busi- 
nesses, universities,  and  local  govern- 
ments in  the  Pittsburgh  area  is  trying 
to  build  an  export  machine  based  on  the 
German  experience.  From  Oregon's 
sawmills  to  New  Jersey's  electronics 
companies,  the  Americans  are  quietly 


following  World  War  II  when  Germany 
faced  an  export-or-die  imperative.  The 
result  is  a  sort  of  "export  CIA,"  peopled 
by  diplomats,  bankers,  and  trade-associ- 
ation officials,  that  helps  spot,  process, 
and  finance  export  orders.  German  em- 
bassies aggressively  promote  exports, 
and  industry  associations,  usually  little 
more  than  lobbying  groups  in  the  U.  S., 
pull  out  the  stops  to  facilitate  their 
members'  sales  overseas. 

While  experienced  exporters  soon 
come  to  rely  on  iheir  own  resources, 
the  network  gives  neophytes  a  head 
start.  "You  don't  have  to  pay — most  of 
the  information  is  free,"  says  Andreas 
Mai,  a  German  banker  who  helped  the 
New  York-New  Jersey  Port  Authority's 
Xport  trading  company  improve  its  ex- 
port-promotion activities. 

There  is  now  an  effort  in  some  quar- 


Museums  around  the  worl 
pay  up  to  $100,000  for 
<jlausbau  Hahn's  showcases 


seeking  lessons  from  the  German  expe- 
rience (page  64). 

A  key  factor  in  the  German  compa- 
nies' success  is  a  willingness  to  pour 
big  money  into  R&D.  Take  Karl  Mayer- 
Potschak  and  his  cocoa-bean-roasting 
machinery.  When  the  51-year-old  chief 
executive  risked  $1.8  million  on  complex 
new  technology  to  boost  the  yields  and 
fine-  tune  the  temperature  control  of 
his  machines  during  the  1980s,  other 
makers  were  skeptical. 

Now,  his  competitors  are  scrambling 
to  catch  up.  Mayer-Potschak's  Ludwigs- 
burg-based  G.  W.  Earth,  the  smallest 


company  in  the  industry  with  6£( 
ployees,  has  107"  of  the  global  mg- 
up  from  25%  10  years  ago.  Mayer-i 
chak's  infrared  technology  narri 
the  variance  in  roasting  tempera 
from  5C  to  IC — a  precision  educ 
gave  customers  such  as  Ghira 
Chocolate  Co.  and  Hershey  Foods  ( 
added  control  over  the  taste  of 
chocolate.  "Earth  is  really  st)-()ii 
roasting  machines,"  admits  a  Euro, 
competitor.  j 
RICH  WATERS.  Another  tried-and^ 
Miftelsfand  strategy  is  to  be  thfi 
fish  in  small  butj 
ponds.  Munich-b] 
Panther,  for  exarj 
and  its  high-tech  e\ 
ment  unit  make  stal 
the-art  camerarn 
chairs.  They  were' 
first  to  install  a  con 
er  in  the  chairs  use( 
filming  movies — gi 
photographers  the  , 
ty  to  program 
chairs'  movement, 
ther  equipment  ha; 
ready  been  used  ( 
string  of  hits,  inclu 
Working  Girl 
Broadcast  News.  Tl 
year-old  company 
has  50%  of  the  Eui 
an  market  for  ; 
chairs  and  is  battlir 
boost  its  10%'  shar 
the  U.S.  "In  10  y( 
I'll  be  the  world  lea( 
says  founder  Erich 
surveying  his  w 
map  on  which  col 
pins  represent  sales 
Mittelstand  cor 
nies  often  take  t 
ideas  to  market  so 
that  they  don't  be 
to  patent  them.  For  instance,  I 
mund-based  Geers  moved  the  wo 
smallest  hearing  aid,  which  uses  a 
crochip,  from  drawing  board  to  r 
shops  in  just  nine  months.  The 
model,  which  first  appeared  in  I 
now  generates  30%  of  Geers's  $34 
lion  in  sales.  Geers,  which  claims 
mer  President  Ronald  Reagan  an 
its  satisfied  customers,  is  racing  t( 
new  markets  in  the  east,  opening  s 
in  Kiev,  Prague,  and  Warsaw.  Ey 
trast,  rival  Siemens  took  nearly  t 
years  to  get  its  micro  hearing  ai 
market.  "We  don't  need  patents" 
that  kind  of  competition,  says  o\ 
Volker  J.  Geers,  also  head  of  the 
the  German  Association  of  Entrt 
neurs — a  lobby  for  Mittelstand  ow 
managers. 
Mittelstand  companies  couldn't  - 
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You  INVESTED  MILLIONS 
in  your  COMPUTERS. 
This  FREE  BOOK  will  help 
you  SAVE  //. 


'"9  Mode/ 


[.S.  planning?  We  wouldn't  be 
■prised  if  this  is  one  book  you 
n't  be  able  to  put  down. 
Because  it  not  only  shows  you 
w  to  protect  your  past  invest- 
;nts  in  Bull,  IBM^  DEC*  and 
ler  vendor  systems. 
It  gives  you  a  comprehensive 
ide  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

The  Distributed  Computing 
odel  is  our  blueprint  for  systems 
;egration. 

Using  this  architecture,  we  can 
nnect  your  different  networks. 
And  get  applications  based  on 
e  standard  to  run  with  applica- 
ins  based  on  another. 
So  instead  of  being  hamstrung 
one  technology,  you  can  take 
vantage  of  many. 
Buying  and  using  the  best  solu- 
>n  no  matter  who  it  comes  from. 
What  you  buy  and  plan  for  will 
)rk  both  today  and  tomorrow. 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start.?  What  products 
do  1  use.?  How  fast  should  I  go.?" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-233-BULL. 

Of  course,  we're  not  claiming  this 

is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 

Configuring,  implementing  and 

supporting  multi-vendor  systems 

for  private  industry  and  governments 

around  the  world. 

Helping  people  respond  faster,  work 

smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 

plan  send  in  the  coupon  or  call 

1-800-2.^3-BULL,  ext.  2220.  And 

we'll  rush  you  our  free  book. 
 1 

Bull,  P.O.  Box  1000,  P:vn.outh,  MI  48170-9989 
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in  on  their  specialized  products  without 
investing  big  marks  in  flexible  produc- 
tion lines.  That  makes  short  runs  of 
such  products  economical.  In  1983, 
when  Heinz  Greiffenberger  took  over 
.A.BM  Baumiiller,  an  ailing  $40  million 
maker  of  motors  and  gearboxes  for 
cranes,  he  did  away  with  standard  prod- 
ucts and  focused  on  tailoring  motors 
and  gearboxes  to  customers'  wishes. 
Revamping  production,  he  installed  $20 
million  in  highly  automated  machines. 
"I  can  switch  production  to  a  different 
product  within  seconds,"  boasts  Greif- 
fenberger. That  strategy  worked.  With- 
in one  year  of  a  $6  million  loss,  he  was 
in  the  black. 

By  steadily  infusing  manufacturing 
with  high  technology,  Germany's  little- 
known  tigers  are  holding  their  own  in 
surprising  markets.  Wilhelm  Zuleeg,  an 
$18  million  textile  company,  has  no 
problem  fighting  low-cost  Asian  textile 
giants  as  well  as  high-end  Italian  and 
French  rivals.  In  the  middle  of  the  Ba- 
varian countryside,  computer-controlled 
looms  whir,  churning  out 
high-fashion  fabrics  for 
some  of  the  world's 
swankiest  designers,  in- 
cluding Cerruti,  Anne 
Klein,  and  Georges 
Resch,  with  just  85  em- 
ployees. "We  have  the 
most  modern  factory  and 
no  machine  older  than 
five  years,"  says  Stefan 
Zuleeg,  who  has  built  up 
exports  from  zero  to  207' 
in  three  years. 

In  concert  with  hun- 
dreds of  similar  compa- 
nies, Zuleeg  has  powered 
Germany  to  a  surprise 
position  as  the  world's 
No.  1  textile  exporter, 
selling  more  than  $11  bil- 
lion worth  a  year — a  third 
more  than  Hong  Kong. 
Indeed,  Far  East  rivals 
show  respect  for  the  Ger- 
mans. "They  have  very 
*rong  technology,"  ex- 
plains Masanori  Yamamo- 
to,  .n  international-af- 
fair.- fficial  at  the  Small 
&  Mrilium  Enterprise 
Agencv  nf  Japan's  Inter- 
national "i'l-ade  &  Indus- 
try Mim-  iw  "In  Japan, 
we  tend  u.  u.^e  German 
machines  v/iiere  making 
good,  precision  jjroducts 
is  important." 

All  these  successes  in- 
crease the  Mittelstand's, 
political  weight  at  home, 
assuring  plenty  of  gov- 


ernment support.  Small  companies  are 
eligible  for  up  to  $6  million  in  cheap 
funding  from  the  government-owned 
Kreditanstalt  fiir  Wiederaufbau.  And 
the  government  reserves  a  fat  slice  of 
research  funds  for  Mittelstand  compa- 
nies. Those  with  annual  sales  of  less 
than  $590  million  can  get  grants  cover- 
ing 407<  of  the  costs  of  developing  and 
implementing  modern  biotechnology- 
production  methods.  The  growth  in  R&D 
outlays  for  companies  with  fewer  than 
1,000  employees  is  a  stunning  217  a 
year.  So  it's  no  surprise  that  nearly 
two-thirds  of  German  exports  are  tech- 
nology-intensive. 

Moreover,  industry  associations  pro- 
duce standard  contracts  translated  into 
different  languages  and  offer  legal  as- 
sistance in  reading  foreign  contracts  at 


Putting  a  computer  control  in 
a  cameraman's  chair  made  Erich 
Fitz's  company  a  global  player 
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no  charge  to  members.  They  also  £ 
German  companies  to  use  their  for 
offices  when  negotiating  deals,  esp( 
ly  in  places  where  the  infrastructu 
poor,  such  as  Moscow. 

When  a  deal  needs  financing,  co: 
nies  can  turn  to  a  banking  system 
sitive  to  the  needs  of  exporters  ra 
than  takeover  artists.  Deutsche  B 
for  example,  offered  Barth's  Mi 
Potschak  use  of  an  office  and  secrei 
while  prospecting  for  business  in  i 
nesia,  Nigeria,  and  Russia. 
EXTRA  MILE.  But  the  vast  majorit; 
Mittelstand  CEOs  argue  it  is  their 
efforts,  not  this  infrastructure, 
make  the  difference  between  suq 
and  failure.  Consider  the  role  of  urn 
Mittelstand  companies  seem  to  e 
better  labor  relations  than  most  for 
competitors.  Under  a  costly  social  s 
rity  and  health  system,  employees  i 
out  18.47f  of  their  annual  wages  u 
$45,900,  a  contribution  matched  by 
ployers.  But  this  helps  German  coi 
nies  minimize  confrontations  with  la 
Only  307  of  Mittelst 
companies  are  union 
compared  with  the  na 
al  average  of  707. 

The  Mittelstand  \ 
force  is  highly  trai 
thanks  to  apprentice 
programs.  Training 
apprentice  costs  $18,0 
year  for  two  to  1 
years,  roughly  the  s 
a  year  as  an  Ivy  Leg 
education.  Altho 
trainees  are  not  requ 
to  stay  on  after  con 
tion,  many  remain 
life. 

The  lack  of  compar 
training  programs  in 
U.  S.  may  account  for 
problems  Germans 
they  encounter  when 
ing  to  find  suppliers 
American  operations, 
instance,  Hans  Kn 
owner  of  a  Munich-b; 
electronics  compon* 
company,  spent 
years  scouring  the  I 
for  suppliers  to  his 
sidiary  there.  In  the 
he  sent  Bavarian  pu 
ing,  bending,  and  dril 
machines  to  the  U.  S. 
cility.  "Americans  d 
take  the  time  and  tro' 
to  make  a  really  ^ 
product  because  t 
want  an  immediate 
turn,"  Kntirr  says.  K 
he  makes  a  profit  sel 
components  to  custon 
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r.  Letiget  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it'sjust  not  enough.  Now  of  course,  we 
I TE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  save  it.  The  way  we  see  it.  the  phone  is  the  shortest 
ince  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
I  lediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
.'.  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 
:h  faster.  See  your  front  door  faster.  Need  we  go  on'^  K^^^^^^^  Because  after  all.  it's  about  time.  Isn't  it? 


THE  POWER  IS  ON 
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such  as  NASA,  Huj^hes  Aircraft,  and 
Texas  Instruments. 

The  Germans  are  having  to  apply  the 
same  determination  in  eastern  Germa- 
ny. Not  surprisingly,  Bonn  officials  see 
rebuilding  the  Mittelstand  there  as  the 
fastest  way  to  turn  around  a  collapsed 
socialist  economy.  The  Treuhand  priva- 
tization agency  is  helping  former  own- 
ers buy  back  companies  that  were  na- 


tionalized and  run  into  the  ground. 
Already,  management  buyouts  total  500 
out  of  3,000  companies  sold  in  the  past 
year.  Employment  in  small  and  midsize 
companies  is  up  to  20'/  of  the  work 
force,  from  almost  nil.  In  the  east,  "the 
Mittelstand  companies  already  are  the 
most  successful  ones,"  says  Treuhand 
head  Birgit  Breuel.  She  is  now  racing  to 
chop  the  former  state  Kombinate,  or 


conglomerates,  into  smaller,  more 
petitive  companies  to  be  sold  to 
old  managers. 

With  the  collapse  of  the  Soviet 
pire  and  the  need  to  transform  cen' 
planned  economies  to  a  market  sy: 
policymakers  throughout  Europe 
watching  Breuel's  efforts  closely. 
Mittelstand  were  crucial  in  trans; 
ing  Germany's  war-ruined  econon 


WHY  JOHANN  CAN  EXPORT, 
BUT  JOHNNY  CAN'T 


At  a  time  when  U.  S.  export  growth 
is  flagging,  the  problems  that 
frustrated  Ron  Ekas  speak  vol- 
umes. So,  too,  do  the  proposed  solutions. 

As  the  new  international  marketing 
manager  for  tiny  Benton  Corp.  in  War- 
rendale,  Pa.,  Ekas  sought  help  in  discov- 
ering how  to  export  the  company's  navi- 
gational testing  devices.  He  got  a  list  of 
foreign  distributors  from  the  Pittsburgh 
office  of  the  U.  S.  Commerce  Dept.  But 
his  quest  for  working  capital  took  him  in 
a  circuitous  route  from  Duquesne  Uni- 
versity to  the  Small  Business  Adminis- 
tration, from  the  Pennsylvania  Com- 
merce Dept.  to  the  Export-Import  Bank, 
and  back  again.  "I  got  right  in  the 
middle  of  a  big  loop,"  Ekas  says.  "Every- 
one sent  me  other  places  to  look  for 
assistance." 

Benton,  with  only  $4  million  in  sales, 
did  eventually  sell  a  $1  million  missile 
simulator  to  Australia.  But  the  presence 
of  dozens  of  competing  yet  poorly 
staffed  agencies  in  the  U.  S.  export  "in- 
frastructure" is  a  major  factor  holding 
back  thousands  of  smaller  U.  S.  compa- 
nies such  as  Benton.  To  lure  more  such 
companies  into  the  export  game,  a  grow- 
ing number  of  experts  argue,  the  thicket 
of  federal,  state,  and  local  agencies  must 
be  made  more  rational. 
TURF  WARS.  That's  why  Germany's  Mit- 
telstand system  is  a  model.  While  the 
central  governments  of  Japan  and 
France  take  much  responsibility  for 
tr  ade,  Germany's  export  growth,  similar 
to  America's,  is  spurred  by  coalitions  of 
loca!  and  state  agencies  backed  up  by 
chamS'ers  of  commerce,  industry  associa- 
tions, universities,  and  similar  organiza- 
tions. Wi:h  Washington  keeping  the  U.  S. 
Commen  t  Dept.  and  Small  Business  Ad- 
ministrat:  m  on  short  leashes,  local  ex- 
port "movenienis"  sprang  up  in  the  late 
1980s  in  the  dozen  or  so  states  that  ac- 
count for  the  bulk  of  America's  manufac- 
tured exports. 

A  key  difference  from  Germany,  how- 
ever, is  that  American  exporters  compete 


with  one  another  for  money  while  facing 
a  morass  of  conflicting  advice  and  buck- 
passing.  Because  the  Germans  started 
their  export  drive  decades  ago,  they  have 
had  time  to  reduce  the  clutter.  "They've 
eliminated  the  turf  problems,"  says  Ger- 
man-born Burkhart  Holzner,  director  of 
the  University  of  Pittsburgh's  University 


heads  the  local  U.  S.  Commerce 
fice.  Along  with  Holzner,  he  h 
sparkplug  behind  the  initiative. 

Nearly  a  year  later,  progress 
slow,  but  the  end  result  could  n 
difference.  One  accomplishment 
to  pinpoint  what  role  a  World  1 
ter  can  play.  The  World  Tradi 
Assn.  puts  up  major  buildings 
ent  cities  where  providers  of  e 
vices,  such  as  translators,  can  i 
space. 

But  in  U.  S.  cities  such  as  Mi 
St.  Paul,  these  trade  cent 


Despite  buck-passing  by 
government  officials,  Benton 
made  a  $1  million  sale 


Center  for  International  Studies.  "Here, 
it  is  still  a  problem." 

With  Germany  as  a  model,  Pitts- 
burgh's civic  elders  are  trying  to  grease 
their  export  machinery.  In  December, 
1990,  more  than  200  business,  govern- 
ment, educational,  and  nonprofit  organi- 
zations endorsed  the  Pittsburgh  Interna- 
tional Initiative,  in  large  part  to  make  the 
export  support  structure  more  user- 
friendly.  "We're  trying  to  sort  out  the 
competition,"  says  John  McCartney,  who 


sparred  with   state  and  oth« 
agencies  for  political  and  fina 
port.  That's   bad  news  for 
would-be  exporters.  So  when 
County  decided  that  it,  too, 
trade  center  in  Pittsburgh,  i 
with  the  other  members  of 
burgh  International  Initiative 
nate  overlap. 

Pittsburgh  figures  that  the? 
exporters  could  be  the  key 
growth.  The  city  already  has  si 
as  Westinghouse  Electric,  US 
H.  J.  Heinz,  and  PPG  Industries, 
tier  of  Pittsburgh  companies, 
Black  Box  Corp.,  a  $100  mil 
distributor  of  computer  gear. 
Safety  Appliances  Co.,  is  clickir 
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950s.  Now,  the  Germans  see  them 
model  for  rescuing  eastern  Germa- 
nd  indeed  much  of  Eastern  Europe 
the  economic  wreckage  of  commu- 
.  Given  the  reluctance  of  Western 
pean  and  U.  S.  governments  to 
in  massive  amounts  of  foreign  aid, 
I  may  be  no  other  option. 
Gail  E.  Sell  a  res  in  Munich  and  John 
deman  in  Berlin,  with  Robert  Neff  in 
■)  and  William  J.  Hol.stein  and  Stanley 
in  \('w  York 


xports.  With  $474  million  in  sales, 
?s  gas  masks,  chemical  suits,  and 
juipment,  a  prime  example  of  an 
1  Mittelstand  company.  These 
•ket  companies  have  built  their  in- 
il  strategies  from  scratch,  and 
nsion  is  weighted  toward  faraway 

eans  smaller  companies  could  be  a 
ce  in  creating  new  jobs  for  Pitts- 

f  course,  a  better  export  infra- 
won't  help  unless  the  companies 

•ove  their  own  business  culture. 

I  of  resistance  is  great:  A  survey 
i  by  the  U.  S.  Commerce  Dept. 
it  many  smaller  companies  do  not 
isic  knowledge  of  world  markets, 
int  to  go  on  trade  missions,  and  do 

to  translate  sales  material  into 
mguages — all  basic  requirements 
ssful  exporters. 

MEBACK.  Others  are  learning  the 
,ons.  The  state  of  Oregon  commis- 
3tudy  of  how  German  Mittelstand 
s  can  be  such  successful  exporters 
■manufacturing  equipment.  The 
ley  unit  of  the  American  Electron- 
is  trying  to  imitate  German  indus- 
iations  by  providing  its  members 
3rt  help.  And  export-trading  com- 
Afidely  discredited  in  the  early 
e  making  a  quiet  comeback.  The 
)st  successful  such  company  is  the 
hority  of  New  York  &  New  Jer- 
)rt  unit,  which  says  it  has  helped 
ompanies  rack  up  $200  million  in 

t  likely  that  the  American  Mittel- 

II  ever  become  as  well  organized  as 
's.  "The  pieces  of  it  are  there,  but 
I't  a  consensus  about  it,"  says 
'.  Thayer,  president  of  Portland- 
erseas  Strategic  Services,  which  is 
ig  the  Oregon  study. 

en  modest  progress  could  have  an 
n  faltering  U.  S.  export  growth, 
n  the  early  days,"  says  manage- 
isultant  Tom  Peters.  "It's  all  part 
:-term  transition"  to  a  more  globe- 
economy.  Now  that  the  U.  S.  has 
ie  full  benefits  of  a  cheap  dollar, 
ler  step  of  creating  a  more  export- 
;  manufacturing  sector  is  just  be- 
Digging  out  of  hard  times  may 
n  it. 

?i/  William  J.  Holstein  in  Pittsburgh 


It  s  a  good  time  of  year  to  visit  us  tiere  m  Lynctiburg  So  we  tiope  to  see  you  soon 


WHAT  LITTLE  TRAFFIC  there  is  in 
Lynchburg,  Tennessee  can  be  brought  to  a 
standstill  by  a  Mallard  hen. 

This  one  came  from  over  by  our  limestone  cave 
spring,  where  Jack  Daniel  discovered  water  so 
right  for  whiskey  making  (it's  iron- 
free),  he  built  his  distillery  alongside. 
Of  course,  that  meant  sharing  the 
property  with  a  few  ducks.  But  to 
have  a  source  of  water  this  treasured, 
we've  always  been  glad  to  stop 
for  friends  who  value  it  as  much 
as  we  do. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whisliey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor,  Route  1.  Lynctiburg  (Pop  361),  Tennessee  37352 
Placed  m  the  National  Regtstero/Historic  Places  by  the  United  States  Government. 
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STRATEGIES  I 


DOES  CUMMINS  HAVE  THE 
OOMPH  TO  CLIMB  THIS  HILL? 


The  truck-engine  maker  faces  slack  demand — and  a  strong  foe 


lenry  B.  Schacht  won  plenty  of 
accolades  in  the  mid-1980s  for 
I  fending  off  a  Japanese  foray  into 
the  U.  S.  heavy-duty  truck-engine  mar- 
ket. When  rivals  such  as  Mitsubishi 
Corp.  and  Nissan  Motor  Co.  threatened 
to  win  over  U.  S.  customers,  the  Cum- 
mins Engine  Co.  cEO  slashed  prices  by  a 
resounding  307".  He  then  quickly  em- 
braced such  Japanese  techniques  as  just- 
in-time  inventory  managemt  nt  and  flexi- 
ble manufacturing  systems.  Although 
Cummins  lost  a  truckload  of  cash — a  to- 
tal of  $207  million  in  net  losses  from 
1988  to  1990— Schacht  kept  the  Japanese 
from  denting  the  company's  command- 
ing 507^  market  share. 


Unfortunately,  while  Schacht  was  pa- 
trolling the  borders,  all  was  not  well  be- 
hind the  lines.  An  important  new  launch 
of  Cummins  engines  was  a  disappoint- 
ment, the  company  was  late  to  develop 
key  products,  and  Cummins'  trucking- 
industry  customers  went  into  the  tank 
along  with  the  economy.  Then,  there 
was  a  decidedly  un-Japanese  competitor 
known  as  Detroit  Diesel  Corp.  The  once- 
sputtering  engine  maker,  formerly  a 
unit  of  General  Motors  Corp.,  was  being 
turbocharged  under  the  leadership  of 
auto-racing  great  Roger  S.  Penske. 

Detroit  Diesel  has  been  leaving  Cum- 
mins in  the  dust  for  more  than  two 
years  now,  thanks  to  its  ground-break- 


ing Series  60  electronically  com 
diesel  engine.  Besides  offering  dr 
cally  better  fuel  efficiency,  it  boas 
ty  computerized  features  that  dia 
mechanical  problems  and  can  m 
engine  use — and  thus  track  drive 
ductivity.  Detroit  Diesel's  market 
has  rocketed  to  roughly  227  this 
from  6.57  in  1989,  while  Cummins' 
has  slid  precipitously,  to  407  in 
from.  50.37  two  years  ago. 
ON  THE  ROAD.  Schacht  is  respond: 
this  latest  jam  with  typical  fervor, 
mins  went  into  full  production  of  it 
line  of  electronic  heavy-duty  dies 
gines  in  late  1990.  And  nowadays, 
find  the  patrician  57-year-old  Scha 
Harvard  MBA,  out  on  the  road  pn 
the  flesh  with  truckers,  some 
Penske  has  done  for  years.  One 
mins  customer,  U.  S.  Xpress  Enter 
Chairman  Max  Fuller,  says  he  had 
met  Schacht  until  this  year,  despite 
year  business  relationship.  Mean 
Cummins  will  soon  announce  a  join 
ture  with  Soviet  truckmaker  Kan 
build  engines. 
Stateside,  Schacht  has  cut  ove 


DETROIT 
DIESEL 


CUMMINS  IS  CEDING 
GROUND  TO  RIVALS... 

SHARE  OF  NORTH  AMERICAN  HEAVYDUTY 
DIESEL-ENGINE  MARKET 


...AND  LOSING  A 
TRUCKLOAD  OF  MONEY 


MACK 


MACK 


CUMMINS 


CATERPILLAR 


DETROIT 
DIESEL 


CUMMINS 


1986 


CATERPILLAR 


1991 

FIRST  FIVE  MONTHS 


DATA:  fIRST  BOSTON  CORP. 


▲  BILLION  OF  DOLURS 


DATA:  COMPANY  REPORTS,  S.G.  WAR8URC 
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Everything  that  could  go 
wrong  did... except  for 
Pitney  Bowes.  They  kept 
us  in  touch  with 


"We  sell  decorative  fabrics 
and  wallpapers  to  interior 
designers  all  around  the 
country.  So  it's  essential 
that  we  stay  in  contact  with 
them  by  mail." 

"That's  why,  before  we 
moved  our  offices  from 
San  Francisco  to  Essex, 
Massachusetts,  we  called 
Pitney  Bowes  and  asked 
them  to  have  a  new  postage 
machine  ready  for  us." 

"The  day  we  arrived,  one 
of  the  first  people  at  our 
door  was  our  Pitney  Bowes 
representative.  And  by  the  end 
of  that  week,  we  had  our  new 
mailing  system  in  place." 

"Unfortunately,  that  was  all. 
Our  desks,  chairs  and  samples 
had  been  delayed  in  the  move. 
All  we  had  was  a  typewriter, 
a  customer  list  and  a  Pitney 
Bowes  mailing  machine." 

"Thanks  to  Pitney  Bowes, 
we  were  able  to  reach  our 
customers  by  mail. ..and 
keep  our  business  running 
during  a  very  trying  time." 

Al  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  filler  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee-"  For  more 
information,  call  I -SOO- 
MR  BOWES  e.xt.  1234. 


our  cUents." 

Kathleen  Wick  Galacar 
Executive  Vice  President 
Galacar  &  Co. 
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with  a  vengeance.  In  late  1990,  he 
slashed  Cummins'  work  force  by  14%,  or 
3,600  workers.  Analysts  predict  the 
move  could  save  up  to  $150  million 
through  1992.  And  he  believes  the  com- 
pany can  reach  the  breakeven  point  on  a 
quarterly  basis  by  the  end  of  this  year. 

Cummins  is  also  downshifting  to  posi- 
tion itself  in  the  growing,  if  less  profit- 
able, market  for  midrange  diesels.  These 
engines  are  typically  used  in  recreational 
light  trucks  and  smaller  rigs  for  intra- 
city  transport.  Taken  together,  Schacht 
figures  these  moves  will  eventually  get 
Cummins  up  to  speed.  "We'll 
get  customers  back  a  deal  at  a 
time,"  he  vows. 

Schacht  can  certainly  point  to 
some  progress.  Despite  lower 
heavy-duty  engine  sales  indus- 
trywide, the  company  lost  only 
$11.8  million  in  the  third  quar- 
ter, down  from  $55.8  million 
during  the  year-ago  period.  And 
Cummins'  new  electronic  en- 
gines are  garnering  favorable 
reviews.  U.  S.  Xpress  Enter- 
prises, for  one,  recently 
switched  back  to  Cummins 
from  Detroit  Diesel  engines. 
Says  Chairman  Fuller:  "They've 
really  made  big  improvements." 
HOT  TRIO.  Even  so,  Cummins 
faces  a  steep  climb  back.  Com- 
petition in  the  heavy-duty  en- 
gine market  is  fiercer  than 
ever.  Detroit  Diesel  introduced 
its  electronic  engine  four  years 
ago  and  has  since  established  a 
solid  customer  base.  Caterpillar 
Inc.,  with  25'A  of  the  heavy-duty  market, 
remains  a  tough  rival  with  its  high- 
powered  electronic  engines.  "It's  the 
first  time  the  industry  has  had  three 
very,  very  good  engines,"  says  James  L. 
Hebe,  executive  vice-president  of  truck 
manufacturer  Freightliner  Corp. 

And  Schacht's  bid  for  a  comeback 
couldn't  be  more  ill-timed.  The  economic 
slump,  the  nationwide  credit  crunch,  and 
uncertainty  over  the  impact  of  new  fed- 
eral air-quality  standards  have  all  chilled 
demand  for  truck  orders.  As  a  result, 
engine  makers  will  build  only  90,000  en- 
gin.  :  'Ms  year,  down  from  165,000  in 
1988.  .  ''rudential  Securities  Inc.  ana- 
lyst Stev(  :i  T  Colbert  believes  a  big  re- 
bound isn'i  ill  :,tore  until  1993. 

Cummins'  littered  finances  don't 
leave  Schacht  well-positioned  to  ride  out 
the  slump.  The  ( ompany's  long-term 
debt  still  remains  ;.t  44%  of  total  capi- 
tal— a  hefty  burden  for  a  manufacturer 
in  a  cyclical  business.  But  Cummins 
can't  scrimp  on  research  and  capital 
spending,  given  the  heighteried  competi- 
tion among  engine  makers.  Tho.se  expen- 
ditures will  run  more  than  $3.50  million 


this  year.  And  Cummins'  free  cash 
flow — calculated  as  cash  flow  less  capi- 
tal expenditures — will  run  a  negative 
$49  million  this  year,  says  S.  G.  Warburg 
&  Co.  analyst  David  G.  Sutliff. 

To  conserve  cash,  Schacht  cut  Cum- 
mins' quarterly  dividend  to  5$  a  share  in 
May,  from  55$.  But  if  business  doesn't 
rebound  soon,  analysts  figure  Cummins 
might  need  a  cash  infusion  from  equity 
investors.  Schacht  disagrees.  He  insists 
the  $250  million  in  equity  that  Cummins 
raised  last  year  from  three  major  inves- 
tors— Ford,  Tenneco,  and  Kubota  of  Ja- 


pan— should  be  sufficient.  But  investors 
are  leery:  Cummins'  stock  has  lost  20% 
of  its  market  value  from  its  two-year 
high  of  54  set  in  June,  1990. 

As  harsh  as  market  conditions  have 
been,  Cummins  has  contributed  to  its 
predicament.  Its  image  took  a  beating  in 
1988,  when  the  company's  new  line  of 
10-  and  14-liter  heavy-duty  engines 
proved  to  be  riddled  with  bugs,  including 
pistons  that  would  crack.  Customers  fled 
to  Detroit  Diesel,  which  was  waiting  in 
the  wings  with  its  new  engine. 

Detroit  Diesel's  effusive  chief  made 
the  most  of  the  opportunity  Cummins 
handed  him.  Penske,  who  bought  a  60% 
stake  in  the  company  from  GM  in  1988 
and  now  owns  80%,  flew  around  the 
country  to  hawk  the  company's  engine. 
He  even  offered  to  install  it  in  custom- 
ers' trucks  on  a  trial  basis.  Detroit  Die- 
sel also  set  up  a  24-hour  toll-free  phone 
service  to  assist  owners  of  its  Series  60 
engines.  Small  wonder  that  one  of  the 
the  nation's  largest  long-haul  carriers, 
Schneider  National  Inc.,  shifted  from 
Cummins  to  Detroit  Diesel  this  year. 

To  be  sure,  Schacht  had  his  share  of 


distractions.  Cummins  spent  mucl 
1989  discouraging  the  unwelcome 
vances  of  Industrial  Equity  Pacific  '. 
a  Hong  Kong-based  investment  coi 
ny  controlled  by  New  Zealand  inve 
Sir  Ronald  Brierley.  In  the  end,  Sch 
won  by  persuading  Ford,  Tenneco, 
Kubota  to  buy  27%  of  the  company 
TESTING,  TESTING.  And  the  link  has  1 
worthwhile.  Ford  agreed  to  buy  C 
mins'  midrange  diesel  engines  for  its 
dium-size  trucks,  as  did  Chrysler  fo 
Dodge  pickups  back  in  1989.  Such  g 
have  led  Cummins  to  predict  that  its 
drange  business  will  gene 
operating  margins  of  20% 
1993,  up  from  breaking  ( 
two  years  ago.  Midrange-en 
production  has  explodec 
about  124,000  units  last  y 
from  1,500  units  in  1983,  th£ 
to  the  popularity  of  light 
senger  trucks. 

But  Cummins'  core  busii 
is  still  its  engines  for  big  i 
where  gross  margins  run  h 
er  than  the  midsize  vari 
Schacht  is  counting  on  the 
line  of  electronic  14-liter 
gines  to  close  the  technol 
gap  with  Detroit  Diesel.  Ho] 
to  avoid  a  repeat  of  the  em 
rassing  rollout  of  a  few  yi 
back,  Schacht  has  put  the 
engines  through  four  time; 
many  road  tests  as  prev 
models.  He  has  also  assig 
more  engineers  to  the  fac 
floor  to  safeguard  quality. 
Cummins  is  also  takinj 
page  from  Penske's  customer-ser 
manual.  When  complaints  began  al 
the  poor  hill-climbing  ability  of  its 
liter  engine,  Cummins  improved  the 
gine's  torque.  And  it  has  become  n 
responsive:  Customers  note  that  war 
ty  claims  are  now  paid  within  15  d 
rather  than  90  days. 

Despite  these  gains,  Schacht  can  h 
ly  rest  easy.  Detroit  Diesel  is  still 
ving  up,  and  its  22%  market  share  W( 
probably  be  even  higher  if  it  had  n 
production  capacity.  Last  year,  the  ( 
pany's  one  plant  sold  all  of  the  16 
engines  it  cranked  out.  Detroit  Di 
President  Ludvik  F.  Koci  says  his  c 
pany  will  more  than  double  annual 
pacity  to  43,000  units  by  the  end  of  1 
Says  Koci:  "We've  made  a  commitn 
to  continue  our  growth." 

Cummins  is  confident  that  it  will 
gain  its  50%  of  the  truck-engine  mai 
in  less  than  two  years.  Maybe  so. 
it's  now  clear  that  while  Cummins 
fighting  off  an  invasion  from  abroa( 
took  its  eye  off  an  equally  impo: 
threat  on  the  home  front. 

By  Kevin  Kelly  hi  Columbus, 
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This  new  business  lineup  includes  an  F-28.  Boeing  757.  DC-10,  and  Boeing  747. 


Look  who's  coming  to  Lockheed. 

Leveraging  skills  proven  on  more  than  200,000  aircraft, 
Lockheed  is  now  the  most  experienced  and  fastest-growing  aircraft 
maintenance  and  modification  company  in  the  world.  New  airline  customers 
come  to  Lockheed  centers  every  day. 

Forecasts  say  the  world's  commercial  fleet  will  grow  by  as 
much  as  50%,  and  existing  commercial  and  military  fleets  will  be  used 
longer.  That  means  a  bigger  market,  and  the  opportunity  for  Lockheed  to 
grow  stronger  in  this  thriving  service  industry.  One  example:  a  new 
partnership  agreement  with  Japan  Airlines  will  help  fill  the  bays  with  747s  at 
our  newest  center  in  San  Bernardino,  California. 

Establishing  leadership  positions  on  existing  capabilities  is  a 
cornerstone  of  Lockheed's  plan  to  build  shareholder  value  and  create  the 
premier  aerospace  company  in  the  world. 

'^^Lockheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 


Hi 
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of  capitalization,  and  casii  flow  ha 
negative  for  two  of  the  past  thi-ee 
Worse,  the  economic  downtur 
played  havoc  with  all  of  Allied 
businesses — auto  parts,  aerospac( 
ponents,  and  chemicals.  Earnings 
off  13%  last  year,  to  $462  milli( 
revenues  of  $12.3  billion.  And  the 
restructuring  will  likely  produce 
of  $355  million  this  year  on  flat  s 
LIGHTER  BURDEN.  If  the  company's 
in  Union  Texas  does  fetch  $1  bill 
will  go  a  long  way  toward  cleani 
Allied's  balance  sheet.  Bossidy  pi; 
use  the  proceeds  to  pay  down 
which  would  pare  that  burden  to  a 
comfortable  217"  of  capital.  His  d( 
to  cut  Allied's  dividend  nearly  in 
from  $1.80  to  $1 — will  generate  £ 
savings  of  $350  million  a  yeai 
should  help  transform  Allied's  ne, 
cash  flow  of  $250  million  this  year 
positive  stream  by  1993. 

Another  challenge  that  Bossidy 
is  finding  new  growth  vehicles. 

has  plenty  of  pi 
ing  products 
choose  from,  ii 
ing  a  new  com] 
ized  collision-£ 
ance  system 
airliners  that  i 
pects  to  contr 
about  $500  milli 
revenues  by  199 
But  can  Bo 
fix,  rather  thar 
dump,  more  m 
Allied  units? 
Bendix,  a  parts 
er  that  has  bee 
by  the  hard  tirr 
the  automotive  i 
try  and  hobbled 
legacy  of  unc 
vestment  in  r^ 
years.  As  the 
worldwide  pro( 
of  antilock  br; 
systems  for  car; 
trucks,  it  could 


STRATEGIES  I 


TAKING  AN  AX 
TO  ALLIED 


Bossidy  is  cutting  divisions  and  debt — but  will  it  be  enough? 


uring  his  34-year  tenure  at  Gen- 
(eral  Electric  Co.,  Lawrence  A. 
Bossidy  became  a  devotee  of 
Chairman  Jack  F.  Welch  Jr.'s  up-or-out 
philosophy  of  conglomerate  manage- 
ment. Under  Welch,  a  business  unit  that 
wasn't  the  No.  1  or  No.  2  player  in  its 
market  didn't  have  much  life  expectan- 
cy. So  it  should  come  as  little  surprise 
that  Bossidy,  who  in  late  June  left  GE  as 
vice-chairman  to  take  over  as  chief  exec- 
utive of  Allied-Signal  Inc.,  has  already 
started  storming  through  the  sprawling 


Bossidy  clearly  intends  to  restore 
some  needed  discipline  and  bottom-line 
focus  to  Allied,  whose  return  on  equity 
was  13.7%  last  year,  compared  with  an 
average  of  159?  for  most  conglomerates. 
The  56-year-old  Bossidy  is  hell-bent  on 
getting  that  up  to  18%  by  1994.  Says  the 
new  chief:  "We  have  to  restore  confi- 
dence that  we  can  meet  goals." 

Hitting  profit  goals  was  never  a 
strong  suit  of  his  predecessor,  Edward 
L.  Hennessy  Jr.  In  a  flurry  of  acquisi- 
tions over  the  past  decade,  Hennessy  ex- 


BOSSIDY'S 
MAKEOVER  AT 
AlUED-SIGNAL 

WORK  FORCE 

Salaried  work  force  will 
be  reduced  by  14%,  or 
5,000  salaried  employees 

DIVESTITURES 

Eight  business  units,  most- 
ly small  auto-parts  and 
aerospace  operations,  will 
be  jettisoned 

CAPITAL  SPENDING 

In  1992,  capital  spending 
will  be  slashed  by  $250 
million,  or  24% 

DIVIDEND 

Annual  dividend  will  be 
reduced  to  $1  from  $1.80 


BOSSIDY:  "WE  HAVE  TO  RESTORE  CONFBOEKCE  THAT  WE  CAN  MEET  GOALS" 


manufacturer  of  auto  parts,  aerospace 
components,  and  chemicals. 

In  early  October,  Bossidy  announced  a 
top-to-bottom  restructuring  that  will 
eliminate  14%,  or  5,000,  of  Allied's  sala- 
ried workers,  slash  capital  spending  by 
24%,  and  divest  eight  business  units 
(table).  But  that's  just  the  start.  By  next 
year,  Br.'ssidy  plans  to  sell  Allied's  39% 
position  in  Union  Texas  Petroleum — 
which  could  fetch  $1  billion  or  so.  And 
more  asset  shuffling  seems  certain:  Bos- 
sidy will  scrutinize  all  of  Allied's  76  man- 
ufacturing units  through  1993.  "He's  a 
very  decisive  man,"  warns  Norman  P. 
Blake  Jr.,  chairman  of  USF&G  Corp.  and 
a  former  colleague  of  Bossidy's  at  GE. 


panded  Allied  beyond  its  core  chemical 
business  into  everything  from  spark 
plugs  to  aircraft  engines.  But  while  rev- 
enues rose  from  $3.2  billion  to  $12.3  bil- 
lion from  1978  to  1990,  profit  margins 
averaged  only  5%'.  Hennessy,  63,  re- 
signed this  summer — 18  months  ahead 
of  schedule — but  will  retain  the  chair- 
man's title  until  January.  Now,  Bossidy 
is  calling  the  shots.  And  he's  likely  to 
focus  Allied's  dwindling  pool  of  capital 
expenditures  only  on  proven  earnings 
performers. 

That's  probably  wise,  because  Allied 
doesn't  have  a  lot  of  wriggle  room  right 
now.  Thanks  to  last  decade's  spending 
splurge,  Allied's  debt  is  more  than  40% 


ground  with  enough  attention.  Yet 
wonder  whether  Bossidy  can  refa 
Bendix  into  a  leader,  given  his  pre 
need  to  keep  a  lid  on  costs.  "The; 
either  step  up  and  be  a  player  ( 
noticeably  weaker,"  says  Tim  Leu 
president  and  CEO  of  ITT  Corp.'s  au 
five  unit. 

For  now,  investors  are  applai 
Bossidy's  arrival.  Since  he  took  o\ 
June,  Allied's  stock  has  jumped  roi 
33%,  to  around  40.  Whether  inve 
feel  the  same  way  a  year  from  nov 
depend  on  whether  Bossidy's  au 
pruning  of  Allied  results  in  a  sprinj 
of  growth. 

By  Bruce  Hager  in  Morristown, 
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AFTER  20  YEARS,  WE'VE  MADE  OUR 
iyiARKONTHEU.S. 

In  1971,  Credit  Lyonnais  opened  its  doors  in  New  York.  In  the  years  since, 
we've  demonstrated  our  long-term  commitment  to  the  U.S.— opening 
offices  nationwide,  expanding  our  base  of  solid  client  relationships, 
responding  with  creative  answers  to  changing  corporate  needs.  And  in 
1991  we'll  mark  our  20th  anniversary  by  moving  to  our  new  U.S. 
headquarters  in  New  York.  We're  not  just  marking  time. 


at 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES 
AROUND  THE  WORLD  AREN'T  FOREIGN  TO  US.  MostoJAlG's34M 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  thet  own  market 


ind  can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
service  capabilities.  Because  the  quality  oj  our  services  to  clients  is  a  product  of  the  number 
ind  experience  of  our  people.  And  that  is  something  no  one  else  can  match  in  this  fast-changing  world. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL.  SERVICES. 

American  International  Group,  Inc.,  Dept.  A.  70  Pine  Street.  New  York.  NY  10270. 
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ENTREPRENEURS! 


PUTTING  THE  RED  ZINGER 
BACK  INTO  CEIESTIAL 


The  herbal  tea  maker  wasn't  the  same  without  founder  Mo  Siegel 


At  Celestial  Seasoning:s  Inc.,  tam- 
l)ering  with  Almond  Sunset  is  al- 
most like  resetting  the  crown 
jewels.  This,  after  all,  is  the  brew  Nancy 
Reagan  used  to  soothe  a  ruffled  Raisa 
Gorbachev  at  the  1985  Geneva  summit; 
Celestial  employees  have  called  it  "sum- 
mit tea"  ever  since.  But  that  doesn't 
bother  Morris  J.  "Mo"  Siegel,  Celestial's 
iconoclastic  41-year-old  founder.  Draw- 
ing a  sip  through  his  teeth  and  noisily 
slurping  it  in,  he  pronounces  his  verdict: 
"It's  a  little  boring."  Maybe  blending  in 
another  flavor  will  help.  "Did  you  look  in 
a  cookbook?"  he  asks 
his  half-dozen  assis- 
tants. "What  does  Betty 
Crocker  put  with  al- 
mond?" They  barely 
have  time  to  answer  be- 
fore Siegel  butts  in. 
"Let's  get  radical,"  he 
says  with  a  grin.  "Va- 
nilla, coconut,  choco- 
late . . .  Who  says  we 
can't  use  chocolate?" 

Nobody  says  he 
can't — at  least,  not  any- 
more. Siegel,  the  man 
who  built  a  multimillion- 
dollar  market  for  herbal 
teas  with  such  concoc- 
tions as  Red  Zinger  and 
Grandma's  Tummy 
Mint,  has  just  returned 
to  Celestial  Seasonings 
after  a  five-year  hiatus. 
His  plan  had  been  typi- 
cally lofty:  Working 
with  a  variety  of  non- 
profit organizations,  he 
wantofl  to  save  the 
world.  But  he  learned  a 
lot  about  himself  along 
the  way.  "I  put  a  lot  of 
my  life  into  this  compa- 
ny," says  Siegel,  who 
sold  Celestial  to  Kraft 
Inc.  for  about  $40  mil- 
lion in  1984.  "I  missed 
the  corporate  world." 

At  Celestial's  Boulder 
(Colo.)  headquarters, 
the  sense  of  excitement 
is  as  pungent  as  the 


scent  of  lemon  grass  wafting  through 
the  building.  Siegel,  chairman  and  CEO, 
brings  with  him  not  only  taste  buds  but 
a  quirky  blend  of  philosophy  and  busi- 
ness. He  says  he'll  concentrate  on  mar- 
keting and  product  development — both, 
naturally,  using  such  environmentally 
correct  prescriptions  as  the  omission  of 
strings  and  tags  from  most  tea  bags. 

The  hope  is  that  his  presence  will 
translate  to  greater  sales,  now  around 
$51  million  a  year.  After  rising  rapidly 
under  Kraft,  revenue  growth  has  slack- 
ened since  management  bought  out  the 
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MO  SIEGEL:  FROM  CELESTIAL 
TO  SAVING  THE  WORLD— AND  BACK  AGAIN 

1969  Celestial  Seasonings  founded  by  Mo  Siegel 
1984  Kraft  buys  Celestial  for  $40  million.  Revenues:  $27  million 

1986  He  leaves  to  pursue  various  causes,  creating  Jesusonian  Foundation  and 
Earth  Wise,  among  other  things 

1987  Unilever's  Thomas  J.  Lipton  says  it  will  buy  Celestial,  but  deal 
is  foiled  by  antitrust  challenge.  Revenues:  $35  million 

1988  Management  buys  Celestial  back.  Revenues:  $45  million 
1991  Siegel  returns  as  chairman  and  CEO.  Revenues:  $5 1  million 


company  in  1988  for  about  $60  milli 
Siegel  may  be  just  what  it  needs, 
was  Siegel's  vision,  his  enforcement 
the  cult  that  defined  Celestial,"  s; 
Tom  Pirko,  president  of  beverage  c 
sultant  Bevmark  Inc.  "Celestial  nee( 
the  spirit  Mo  imbued." 

As  he  reacquaints  himself  with  Cel 
tial's  operations,  Siegel  wants  in  on 
most  every  detail.  So,  on  this  sur 
morning,  he's  off  at  a  trot  to  the  aro 
lab — actually  a  windowless  conferei 
room  dubbed  "the  dungeon" — where 
sniffs  the  contents  of  little  glass  j£ 
Today's  fragrance  is  for  a  laundry  pr 
uct  under  development  by  Earth  W 
Inc.,  a  company  Siegel  founded  to  f 
duce  garbage  bags  from  recycled  pi 
tic,  kitchen  cleaner  from  vegetable 
and  other  products.  Celestial  agreed 
buy  Earth  Wise  when  Siegel  returne 
CORPORATE  NARCS.  "You've  got  tO 
kidding,"  he  says,  wrinkling  his  n 
over  one  jar  of  scent.  Another  he  f 
nounces  "awesome,"  a  third  he  c( 
pares  to  clothes  on  a  line:  "It's  sad,  1 
clothes  drying  in 
sun  don't  smell  tl 
good."  Siegel  says 
won't  disclose  what  t 
product  is,  for  comp 
five  reasons.  In  fact, 
may  not  even  pursue 
Procter  &  Gamble 
has  a  similar  prod 
with  "the  right  envir 
mental  solution." 
wishes  the  consum 
goods  giant  well.  F 
"could  affect  more  p 
pie  in  a  positive  w 
than  we,"  he  says. 

Such  rhetoric  may 
difficult  for  outsiders 
swallow,  but  there's 
denying  that  Celes 
has  always  embrac 
environmental  concer 
The  corporate-belii 
statement  pledges 
lestial's  actions  to 
"building  blocks  in  m 
ing  this  world  a  bet 
place  now  and  for 
ture  generation 
And  despite  di 
cult  years  un( 
Kraft,  which  oi 
riled  employees 
hiring  an  underco; 
agent  to  investig; 
suspected  drug  usej 
Celestial,  Siegel  is  ' 
ing  his  best  to  keej 
_        a  hang  loi 
kind  of  com- 
nv-  There's 
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Tlie  NEXIS®electronic  information  service  can  give  you  a  clearer  perspective 
on  todays  business  environment,  with  current  facts,  liistorical  information, 
even  expert  analyses  and  viewpoints,  right  at  your  own  PC.  And  for  the  next 
90  days,  it's  available  at  a  significant  discount.  So  call  for  the  NEXIS'  sen/ice 
today.  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 


CALL1-800-22^4908  NOW. 
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GROWTH  &  INCOME  PORTFOLIO 


A  Top-Performing 
Stock  Strategy 


Since  it  began  in  1985,  Growth  &  Income 
Portfolio  hiis  become  one  of  the  nation  s  top- 
performing  growth  and  income  hinds  and  has 
outperformed  the  S&P  500.'  The  Portfolio's 
moderate  approach  to  stock  investing  focuses 
on  large  dividend-paying  stocks  as  well  as 
smaller  growth  company  stocks.  Share  price 
and  return  will  vary. 


Avg.  Annual 
Total  Returns'^  as 
ofjune30,1991 


11.77'/o 

1  Year 


13-33°/'' 

5  Years 


18-89"/" 

Life  of  Portfolio 
12/51/85-6/30/91 


Visit  an  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


Fiaeliiy  Investments 

CODE:  BW/GAI/110491 
*Toial  iTlurns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  t;aiiis  and  the 
effect  of  the  Portfolio's  2%  sales  charge.  '.According  to  Lipper  .\nalvtical  Services,  Inc  ,  (Irow  ih  &  Income  ranked 
out  of  121  and  #11  out  of  202  growth  and  income  funds  for  the  S  and  1  year  periods  ended  h/.-ilVOl.  respec- 
livelv  The  cumulative  total  return  for  the  S&P  (which  includes  reinvestment  of  dividends)  wa.s  1         and  lor  the 
Portfoho  was  IS'). for  the  period  I2/.S1/XS  to  6/,-(0/41.  Vbu  may  have  a  gain  or  loss  when  vou  sell  your  shares. 
For  more  complete  information  including  changes  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  care- 
-r  fiillv  hefore  you  invest  or  send  mones.  Fidehtv  Distrihulors  Corporation,  X2  Devonshire  St .  Boston,  ,V1.'\  02109 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 

for  your  company  /■ 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P  C,  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton.  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


derstand  Celestial's  niche  in  the  h 
food  market.  It  developed  a  Cel 
blend  of  seasonings  to  flavor  beef, 
things,  and  ordered  the  company  t 
its  well-known  sponsorships  of  p: 
sional  bicycling.  Friction  followed 
by  1987,  Kraft  tried  to  sell  the  con 
to  Unilever's  Thomas  J.  Lipton  Co. 
tea  maker  R.  C.  Bigelow  Inc.  chalk 
the  purchase  on  antitrust  groi 
Kraft  sold  Celestial  back  to  ma 
ment,  backed  by  Vestar  Capital  Cc 
A  LITTLE  HAZY.  At  the  same  time,  i 
was  growing  frustrated  with  his  1 
public  service.  He  missed  the  cor 
tiveness  that's  "so  much  fun"  in  th 
Ijorate  world.  He  began  to  ponde 
advice  of  Mother  Teresa,  whom  h( 
met  on  a  trip  to  India  in  1985.  Sht 
poked  him  in  the  chest  and  said:  " 
where  you're  planted."  This  summe 
lestial  President  Barnet  Feinblum 
Vestar  managing  partner  James  P 
ley  offered  Siegel  a  chance  to  ac 
25'/^  equity  to  come  back. 

Siegel  says  he  has  returned  to  h 
all  aspects  of  the  company,  alth 
he's  a  little  hazy  on  the  numbers 


Chairman  Siegel's  goal 
'Revenues  of  $96  niillio: 
by  '96  . . .  or  maybe  it's 
$76milHonby  '96' 


goal,  he  says,  "is  revenues  of  $96  m 
by  '96  . . .  or  maybe  it's  $76  millio 
'96."  (The  real  number  is  closer  to  £ 
says  later.) 

Now,  Siegel's  main  task  is  to 
Celestial  growing  while  protecting 
things  that  make  it  special.  When  a 
to  the  packaging  department  ren 
him  that  some  Celestial  tea  bags 
now  encased  in  foil — not  the  ultima 
environmental     friendliness — S; 
balks.  Customers  "might  expect  it 
Bigelow,  but  they  don't  want  it 
Celestial  Seasonings,"  he  tells  a  xni 
er.  Changes  are  discussed. 

Ever  the  radical,  Siegel  says  he 
even  overthrow  Celestial's  sacred 
gan.  Over  a  lunch  of  barbecued  ch: 
and  Iced  Delight  tea  in  the  companj 
eteria,  Feinblum  asks  "Don't  you 
'Soothing  Teas  for  a  Nervous  Won 
Siegel  squints  into  the  bright  aui| 
sun  and  says  he  dislikes  the  wordi 
vous.  Besides,  the  tagline  would  be 
"if  we  just  want  to  sell  herb  tea  fo 
rest  of  our  lives."  But  he's  got  bi 
plans.  Mother  Teresa  poking  you  ii 
chest  will  do  that  to  you. 

Bij  Sandra  D.  Atchisort  in  Boulder, 
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MADE  IN  GERMANY 


For  decades,  the  words  "Made  in 
W.  Germany"  have  set  the  global  standard  for 
product  excellence.  And  for  decades,  West 
Germany  has  been  equal  to  the  challenge  this 
standard  implies. 

Now  we  face  a  new  challenge.  By  dropping 
the  "W"  we  extend  this  mark  of  excellence  to 
include  the  New  Federal  States  of  Germany. 
And  in  realizing  this  aim,  we  create  investment 
opportunities  of  unparalleled  proportion  for  com- 
panies large  and  small  around  the  globe. 

Find  out  how  you  can  put  "Made  in 
Germany"  to  work  for  you.  For  information  on 
investment  incentives  and  opportunities  in  the 
New  Federal  States  of  Germany,  please  give  us 
a  call  at  1-800-551-8545  (U.S.  and  Canada). 


Newp^ 

I  t, 


C  #  EDERAL 

OTATES"^^^"'^^'^^ 


For  on-the-spot  information  about  investment  opportunities  in  the  New  Federal  States, 

you  can  also  call  our  new  Foreign  Investor  Information  Center  in  Berlin  directly  at  011-49-30-39985-100. 


Economics  Ministry  of  the  Federal  Republic  of  Germany. 


locial  Issues 


WORKPLACE  I 


LOTUS  OPENS  A  DOOR 
FOR  GAY  PARTNERS 


It's  the  first  big  company  to  give  benefits  to  gay  workers'  'spouses' 


Four  years  ago,  software  engineer 
Margie  Bleiciirnan  asl<ed  her  em- 
ployer, Lotus  Development  Corp., 
to  provide  health  insurance  for  her 
longtime  companion — another  woman. 
Its  answer  was  "a  polite  rejection."  Oth- 
ers asked  the  same  question.  Same  an- 
swer. "None  of  us  was  sur- 
prised," admits  Polly 
Laurelchild,  a  senior  com- 
munications assistant.  "You 
don't  expect  to  walk  into  a 
company  and  get  this" 
benefit. 

They  do  now.  In  Sep- 
tember, the  Cambridge 
(Mass.)  software  maker 
Cjuietly  told  homosexual 
employees  it  would  of- 
fer their  partners  the 
same  insurance  and  oth- 
er benefits  accorded 
heterosexual  spouses. 
"This  is  fair  and  equal," 
says  Russell  J.  Campa- 
nello,  vice-president  for 
human  resources. 
RAW  NERVE.  Gay  and 
lesbian  leaders  hailed 
the  action,  the  first  of 
its  kind  by  a  major  pub- 
lic company,  as  a  mile- 
stone. "I've  gotten  so 
many  calls  on  this,  you 
wouldn't  believe  it," 
says  Mary  Bonauto,  an 
attorney  with  glad,  a 
Boston  group  that  rep- 
resents homosexual 
plaintiffs.  And,  Lotus 
managers  say,  80  other 
companies  have  called 
asking  i'or  details. 

Clearly,  Lotus'  new 
policy  has  touched  a 
nerve.  Tlie  issue  of  dis- 
crimination against  ho- 
mosexual workers  has 
become  an  acrimonious 
one,  as  gay  groups  tar- 
get the  workplace  as  a 
setting  ripe  for  change. 
In  the  past  year  alone, 
a  dismissed  Shell  Oil 
Co.  executive  won  $5.3 


EQUAL' 

LAURELCHILD, 
BLEICHMAN,  AND 
CANAVAN  HELPED 
SHAPE  LOTUS'  POLICY 


million  after  a  court  ruled  he  had  been 
terminated  illegally  for  being  gay.  (Shell, 
which  claims  he  was  fired  for  other  rea- 
sons, is  appealing.)  Gay-rights  groups, 
together  with  the  city  of  New  York, 
have  publicly  battled  the  Cracker  Barrel 
Old  Country  Store  Inc.  chain  for  firing 
gay  restaurant  workers. 
And  the  city  of  San  Fran- 
cisco forced  General  Mo- 
tors Corp.  to  withdraw  an 
internal  marketing  video 


ACTIVIST  GAYS  SEEK  SPOUSAL  BENEFITS 


A  lesbian  is  suing  for  pension 
benefits  she  says  are  owed  upon  the 
death  of  her  partner,  a  former  AT&T 
manager.  Company  argues  payment  is 
only  available  to  widows  or  widowers 

USAiR  A  Boston-based  flight  atten- 
dant has  filed  a  union  grievance,  de- 
manding free-travel  perks  for  his  part- 
ner. Company  says  only  legally 
married  spouses  are  eligible 


Three  employees  seek  health 
coverage  for  gay  partners.  After  two 
years,  company  forms  policy 

m  MAINE  An 

arbitration  hearing  dismissed  a  nurs- 
ing school  professor's  claim  for  health 
insurance  for  her  lesbian  partner.  USM 
had  refused  coverage,  despite  policy 
that  forbids  discrimination  based  on 
sexual  orientation 


in  which  a  customer  described  Japa 
pickups  as  "little  faggot  trucks." 

But  while  fighting  dismissals  and 
paigning  for  a  tolerant  workplac( 
main  key  concerns,  many  gays  havt 
lated  a  more  tangible  demand:  insur 
coverage  and  other  corporate  ben 
for  partners  (table).  These  aren't  p 
most  human  resource  managers 
grant  easily.  Before  Lotus,  only  a  d 
private  employers  had  done  so,  m^ 
nonprofit  institutions. 

Some  companies  fear  violating  a( 
tedly  arcane  laws  prohibiting  hom( 
ual  acts.  But  for  others,  the  issi 
simple  economics,  as  corporations 
gressively  seek  to  stem  rising  hi 
care  expenses.  "The  last  thing  an 
ployer  wants  now  is  to  add  anc 
group  of  dependents,"  says  Mari 
Dufresne,  a  senior  vice-president  at 
adelphia  consultant  Hay/Huggins  ( 
But  the  liability  may  not  be  that  1; 
if  Lotus'  experience  is  any  indicatioi 
far,  only  12  of  an 
mated  310  gay  em 
ees  (lOr-  of  the  3 
person  domestic  i 
force)  have  appliec 
partner  benefits, 
course,  the  policy  is 
very  new,  but  th€ 
mand  mirrors  the  ( 
rience  of  the  few 
ployers  that  c 
similar  benefits.  V 
the  city  of  Seattle  : 
tuted  health  cove 
for  homo-  and  he 
sexual  partners  in  ' 
it  budgeted  $430,00( 
^uming  300  wor 
would  sign  up;  to  i 
fewer  than  200  I 
costing  the 
.l;225,000.  Some  wor 
still  opt  not  to  ide: 
them.selves  as  gay, 
confidentially;  ot 
have  partners  who 
insured  elsewhere. 

Not  that  Lotus' 
sion  came  easily 
1989,  Bleichman,  I 
elchild,  and  co-wc 
AnnD  Canavan  bi 
petitioning  Lotus 
spousal  benefits.  1 
after  Lotus  agreei 
took  the  company 
the  three  emplo; 
two  years  to  devel 
workable  policy.  Th 
surance  carrier 
pays  Lotus'  cl< 
above  $140,000  was 
luctant  to  take  on 
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(Ring,  Ring)  What  time  is  it  there? 
OK,  I'm  in  Denver,  that's  Mountain 
time,  so  it's  after  five.  I  wonder  if 
Jan's  in.  (Ring,  Ring)  1  wonder  if 
Wright  called.  Oh-my-gosh  and 
Richard  Terry.  (Ring,  Ring)  C'mon, 
c'mon.  I  wonder  if  marketing 
got  to  the  West  proposal.  I  need 
to  know  if  the  Brown  thing's 
a  go  because  then  the  Callen 
thing's  a  no-go.  And  if  that 
changes  then  my  trip  to  Richmond 
changes,  (Ring,  Ring)  I  wonder 
why  janitors  can't  pick  up  phones. 


ORUSI 


Getting  messages  when  you're 
on  the  road  shouldn't  be  a  has- 
sle. That's  why  SkyTel""  has  more 
ways  to  keep  you  In  the  know. 


HOW  DO  YOU  KNOW 

YOUR  SECRETARY 
HAS  AN  IMPORTANT 
MESSAGE  FOR  YOU? 


Your  SkyPager  displays  a  phor 
number  and  even  numer 
codes  that  you've  devised  (lil< 
"911  "  for  emergencies). 

Better  yet,  since  you  choo! 
the  people  who  have  your  coc 
number,  you  can  avoid  unwan 
ed  calls  from  your  out-of-woi 
brother-in-law. 


Our  2.5-ounce  SkyPager"  is  easy 
to  carry  and  even  easier  to  use. 
Your  clients,  customers  and 
cohorts  just  dial  1  800  SKY 
PACE  and  enter  your  personal 
code  number.  Then  in  seconds,  a 
silent  signal  or  a  discreet  tone 
lets  you  know  you  have 
a  message. 


HOW  DO  YOU  KNOW 
WHICH  OF  YOUR  27 
URGENT  MESSAGES  IS 
REALLY  URGENT? 


SkyTalk"  is  a  service  that  provid' 
voice  mail  in  addition  to  tl* 
instant  notification  you  gt 
from  SkyPager  or  SkyWord". 

By  dialing  1  800  SKY  TAL 
and  your  personal  code,  calle 
reach  your  voice  mail  box.  Aft 
they  leave  a  message,  you'i 
alerted  to  the  call.  Immediatel 


KYTEL 


HOW  DO  YOU 
KNOW  WHAT  PART 

OF  THE  REPORT 
NEEDS  REVISION  12? 


HOW  DO  YOU  KNOW 
ABOUT  BREAKING  LOCAL 
NEWS  WHEN  YOU'RE 
OUT  OF  THE  COUNTRY? 


Word  is  our  latest  communi- 
ions  breakthrough.  It  works 
t  like  SkyPager,  but  It  also 
es  you  the 
ditlonal 
nefit  of 
eiving  a 
Tiplete 
tten  mes- 
le  along  with 

telephone 
nber  of 
'  person  who  needs  you. 
ts  80-character  electronic 
play  means  SkyWord  will  give 
u  a  message  like:  REVISED 
MBERS  ON  MARSHALL  PLAN 
LL  BE  READY  BY  6  TONIGHT. 
U'RE  SET.  DAVID. 
Vhen  you're  out  of  town, 

a  great  way  to  get  all  the 
rails  on  what's  going  on  back 
the  office. 


When  you  travel  with  SkyTel, 
important  messages  can  reach 
you  just  about  wherever  you  go. 
In  thousands  of  cities  and  towns 
across  the  U.S.  and  Canada.  And 
in  Mexico,  soon. 

No  wonder  more  business 
travelers,  from  corporate  execu- 
tives to  high-flying  entrepre- 
neurs, are  going  places  with 
SkyTel.  SkyTel,  the  leader  in 
messaging  services. 


With  SkyTel  by  your  side  on  the  road,  you'll  know  what  you  need 
to  know  as  soon  as  you  need  to  know  it.  Without  it,  there's  no 
knowing  what  you're  missing.  For  more  information,  give  us  a 
call  at  1  800  456  B333,  ext.  4217. 


©  1991  SkyTel. 


ciai  issues 


xual  eiirollees — larjjely  for  fear  of 
nous  AIDS  bills.  Lotus  convinced  the 
ir  that  the  cost  of  carinji'  for  AIDS 
ns  was  "not  a  seven-digit  dollar  is- 

but  about  the  same  as  treating  a 
lary,  says  Campanello. 
e  company  is  spending  about 
00  in  annual  premiums  to  insure  the 
pousal  equivalents" — none  of  it  tax- 
:;tible,  since  the  Internal  Revenue 
ice  doesn't  recognize  unmarried 
ers.  Lotus  had  to  create  a  separate 
ance  plan  for  the  couples;  partici- 
g  employees  pay  about  $1,350  in 
.  a  year  on  the  premium's  benefit. 
WE  ISSUE.  To  be  eligible,  a  couple 

live  together  and  share  financial 
ations.  If  they  break  up,  the  em- 
le  must  wait  one  year  before  regis- 
y  a  new  partner.  Besides  health 
•age,  the  policy's  benefits  include 
nsurance  (the  employee  pays  the 
ium),  relocation  expenses,  bereave- 

leave,  and  a  death  benefit.  Lotus 
!  not  to  offer  the  same  benefits  to 
irried  partners  of  heterosexual  em- 
■es,  as  do  a  few  employers  such  as 
&  Jerry's  Homemade  Inc.  and  The 
ge  Voice.  Its  reasoning:  Straight 
ies  have  the  option  of  marriage, 
!  homosexual  colleagues  don't. 


Lotus'  announcement  has  thrown  into 
the  public  arena  w'hat  was,  until  recent- 
ly, a  |)rivate  issue.  Gay-rights  advocates 
estimate  that  only  one  homosexual  em- 
ployee in  10  reveals  his  or  her  sexual 
preference  in  the  workplace.  Even  at 
progressive  employers,  "most  people 
don't  want  to  come  out,"  says  Rennet 
Marks,  a  software  engineer  and  founder 
of  Apple  Lambda,  a  guy  employee  group 


at  Apple  Computer  Inc.  Most  companies 
do  not  provide  gay  and  lesbian  employee 
groups  with  any  support  or  financial  as- 
sistance. Levi  Strauss  and  Apple  are 
among  the  few  that  specifically  ban  dis- 
crimination against  gays;  just  20'/'  of 
companies  with  strong  equal-opportunity 
policies  explicitly  cite  sexual  [jreference. 
Even  Corning"  Inc.,  an  award-winning 
leader  in  training  employees  to  recog- 


nize racial  and  gender  diversity,  admits 
it  hasn't  made  any  effort  to  address  ho- 
mosexual workers. 

But  many  companies  are  considering 
gay  benefits  in  the  context  of  a  larger 
concern:  A  rising  percentage  of  work- 
ers— unmarried  couples,  divorced  people, 
single  parents — doesn't  fit  inti  i-onven- 
tional  benefits  packages.  At  Digital 
Equipment  Corp.,  "we're  looking  at  the 
issue  of  redefining  the  family,"  says  Su- 
san Aaronson,  U.  S.  manager  of  diversi- 
ty. Skirting  the  issue  of  homosexual 
rights  is  also  a  safer  course,  since  public 
prejudice  against  gays  remains  highly 
vocal.  Religious  fundamentalist  groups 
criticized  Digital  when  it  included  sexual 
preference  in  its  1987  antidiscrimination 
statement.  American  Telephone  &  Tele- 
graph Co.  says  it  got  thousands  of  criti- 
cal letters  after  sponsoring  an  internal 
"Gay  Awareness  Week"  last  June. 

Lotus,  however,  has  suffered  little 
backlash.  Of  300  letters  received  about 
its  new  benefits  policy,  it  says,  80'a  have 
been  positive.  Some  writers  have  even 
promised  to  buy  more  Lotus  software. 
That's  the  sort  of  social  change  a  compa- 
ny can  easily  accept. 

////  Ac////  H.  Hii  11/  ii/oi/ils  ill  ( '(I  iiibi  idgc. 
Ma.ss. 


So  far,  many  employers 
granting  benefits  to  gay 
workers'  companions  find  the 
costs  lower  than  expected 


Interest  rates  up? 
Interest  rates  down? 

Introducing  Merrill  Lynch  Adjustable  Rate  Securities  Fund. 


Interest  rate  changes  may  be 
tough  to  predict.  That's  why 
this  Fund  seeks  high  current 
income,  consistent  with  limit- 
ing the  degree  of  principal 
risk  due  to  changing  rates, 
it  is  designed  to  provide 
monthly  dividends,  which 
fluctuate  with  rates. 

Since  the  Fund  invests 
primarily  in  adjustable  rate 
mortgage-backed  securities 
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guaranteed  by  the  U.S. 
Government  or  its  agencies 
and  other  investment  grade 
adjustable  rate  securities,  you 
also  enjoy  limited  credit  risk.* 

Ask  your  Merrill  Lynch 
Financial  Consultant  for 
more  information. 

For  more  complete  mformation,  including  all 
charges  and  expenses,  request  a  prospectus 
Please  read  it  carefully  before  you  invest  or  send 
money  *  Individual  securities  owned  by  the  Fund, 
hut  not  shares  of  the  Fund,  may  be  guaranteed 
by  the  U.S.  Government  or  its  agencies 

©1991  Merrill  Lynch,  Pierce.  Fenner&Smilh.  Inc. 
Member  SiPC. 


r  CaU  1-800-637  7455,  ext  6975  ^ 

I  Return  to  Merrill  Lyii*  h  RtsjH  .ase  Center.  | 

I  PO  Box  3()2(X),       Brurvswick.  NJ  0898^2()(J  | 

j  Pieasesend  me  a  frfe  brochure  and  prospectus  on  the  i 

I  Merrill  Lynch  Adiuslable  Rate  Securities  Fund,  Inc  | 

j  Name   | 

I  Address   | 

I  r„v   I 


I   Home  Phone  . 


Business  Phone  . 


I  Merrill  Lynch  clients,  plea.se  give  the  name  and  I 
I  location  of  your  Financial  Consultant.  I 

  I 

6975  ' 

Merrill  Lynch 

A  tradition  of  trust. 
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TARGETING  I 


THIS  BUD'S  FOR  YOU. 
NO,  NOT  YOU— HER 


From  sneakers  to  guns,  ads  are  taking  women  seriously 


There's  no  more  masculine  product 
than  a  Smith  &  Wesson  revolver, 
ri^^ht?  Think  ajjain.  After  Smith  & 
Wesson  Corp.  launched  LadySmith,  a 
line  of  guns  specifically  for  women,  in 
1989,  the  Springfield  (Mass.)  gunmaker 
saw  its  sales  to  women  jump  from  57^  of 
the  com])any's  total  to  nearly  189'. 

Like  Smith  &  Wesson,  a  growing  num- 
ber of  traditionally  male-oriented  mar- 
keters are  learning  that  women  make 
surprisingly  avid  consumers  of  prod- 
ucts once  assumed  to  be  boy  toys. 
From  hardware  chains  to  carmakers 
to  brewers  to  insurers,  companies 
that  once  ignored  women  now  recog- 
nize that  they  may  be  the  key  to  rais- 
ing market  share.  Toyota  Motor 
Corp.,  for  example,  sold  almost  607^ 
of  its  cars  to  women  during  the  first 
half  of  this  year,  up  from  45''f  during 
the  first  half  of  1986,  and  it  expects 
that  number  to  grow  again  next  year. 
"Women  have  become  extremely 
knowledgeable  about  the  car  busi- 
ness," says  corporate  marketing  man- 
ager Ren  Rooney.  "They  have  some 
influence  on  80'/^  of  our  purchases." 

For  decades,  many  marketers 
treated  women  as  housewives  with 
little  interest  in  items  beyond  pack- 
aged goods,  clothes,  and  cosmetics. 
Now,  577  of  women  aged  16  and  over 
work  full  time,  say  New  York  re- 
searchers Find/svr.  Some  26  million 
women  head  their  own  households, 
and  while  women's  pay  still  lags  be- 
hind men's,  their  median  income  is 
growing  faster. 

'REAi  CHANGE.'  The  insurance  indus- 
try, f'i'i-  iiiie,  has  taken  eager  note  of 
women's  growing  financial  responsibil- 
ities. "What  we're  seeing  is  real  change 
in  the  whole  makeup  of  the  middle 
class's  income  and  protection  needs," 
says  Don  Bittner,  advertising  director  at 
State  Farm  Insurance  Cos.  "It  now 
takes  two  incomes  for  a  family  to  exist." 
State  Farm  is  marketing  life  insurance 
specifically  to  women  through  ads  in 
magazines  such  as  Working  Mother  and 
Working  Woman. 

But  if  the  changing  role  of  many 
women  has  made  them  an  attractive 
marketing  target,  it  has  also  made  them 


a  tricky  one.  Simply  re- 
jiggering  a  male-oriented 
marketing  approach  may 
not  work.   'Two  years 
ago,  for  example,  when 
Nike   Inc.   decided  to 
boost    its  women's 
business,  it  "tried  to 
mimic  what  we  had 
done  with  men,"  says 
Kate  Bednarski,  man- 


WOMEN  OWN 
BIG-TICKET  ITEMS 

Percentage  owned  by  women 
in  1990 

»'IU'liy'MJ!ll'IM 


56.0% 
55.0 


53.9 


51.6 


NiW  IMPORTED  CARS 


50.4 


48.1 


DATA  MEDIAMARK  RESEARCH  INC 


ager  for  Nike's  wom- 
en's   division.  "We 
hired  triathlete  Joanne 
Ernst   and    tried  to 
make  a  hero  of  her."  In 
one  spot,  Ernst,  explain- 
ing how  to  be  fit,  said 
"it  wouldn't  hurt  to  stop 
eating  like  a  pig."  The 
campaign  "was  a  flop," 
Bednarski  admits.  "Cus- 
tomers said:  'You  make 
great  men's  stuff,  but 
I  don't  feel  you  under- 
stand me.'  " 
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So  Bednarski  and  ad  agen( 
Kennedy  Inc.  created  a  $12 
campaign  calculated  to  sho\ 
that  Nike  understood  them 
ads  in  such  magazines  as  Elh 
bell  a  catalog  women's 
aggravations 
stress 
esteem 
cise — in 
course, 
says  20% 
billion  b 
comes  fr 
uj)  from  13 

DIRECT  TALK 

also  decided 
geting  wom« 
noted  that  the 
women  bus' 
ers  was  gro^ 
than  the  mai 
eral.  The  con 
discounts  to 
the  National 
for  Female 
created  a 
showing  a 
car,  and  pk 
in  women's 
such  as  Le 
preneuric 
and  Neu 
The  tagl 
make  the 
less  lonely- 
len  Kurzma; 
vice-pres 
marketing 
"We  wanted 
directly  to 
say:  'We 
what  is  dr 
But  we  did 
to  say;  'We 
give  you  pas 
cars.'  " 

Indeed,  s 
feminizing  a 
good  way  to 
women  will 
Smith  &  Wes 
that  lesson  ear 
er  manufactur 
purple  grips  a 
roses  on  the  s 
women's  guns 
chael  Shypula 
pany's  former 
advertising, 
found  thro 
groups  that 
is  going  to 
gun  for  pe 
tection,  si 
want  a  cute 
The  compa 


How  nuclear  energy  benefits 
a  typical  family  of  fOUR 


very  year,  the  osprevs  return  to  their 
life  preserve  around  the  nuclear  elec- 
plant  near  Waterford,  Connecticut, 
re  nesting  platforms  have  been  built 
hem  by  the  local  utilitv. 
's  one  more  example  of  how  peace- 
'  nuclear  energy  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  burn 
anything  to  generate  electricity,  they 
don't  pollute  the  air.  They  don't  produce 
any  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  gi'owing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  need 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  OS26, 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 

USCEA 


irriiconduCtM 


\kctfnnii: 
\quipmen: 

& 
\nslrumer!:s 


Kf-.rmation  \ 


WEGR 
OUR  OWN 
AND FOR A 


'Jr.  *i  ^     N     4     *y  k,f     L,f     itf  u| 

^'^s.  '  ^      A*-  ..'  At      AJ      L»      Lt       Lit      LiM      u»  ka- 

.  A*Si^.  Aferftii-  AiAosiffi.  ttlb^.:i>^  I  'fc— r  I 


Hyundai  Electronics  America   .  Hyundai  Electronics  Europe    Hyundai  Electronics  Southeast  Asia 
l-800-727r6972  011-49-619-6470-14-0  011-65-270-6300 


TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


F  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


VESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


0  WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


CARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


HE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS. 


ECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGEfCliAVE 


0  MAKE  THE  CHOICE  BETWEEN  PERFORAliiMCE  AND  PRICE 


HYUNDAI 

ELECTRONICS       A    M    E    R    10  A 


design  the  iruns  to  fit  women's  hands. 
And  it  made  two  concessions  to  aesthet- 
ics: The  stainless-steel  finish  on  the  $366 
LadySmith  revolver  is  frosted,  and  the 
edges  of  the  revolver  and  the  $585  Lady- 
Smith  pistol  were  rounded  after  women 
complained  that  the  guns'  sharp  edges 
ripped  purse  linings. 

Companies  that  face  the  most  difficult 
challenge  in  marketing  to  women  are 
those  that  have  spent  years  alienating 
them.  Many  traditional  beer  ads  have 
offended  women  with  scenes  of  beer- 
guzzling  men  ogling  bikini-clad  beach 
bunnies.  In  May,  Anheuser-Busch  Cos. 
began  trying  to  redress  that  with  a  new 
TV  spot  for  Bud  Dry.  The  ads,  shot  from 
the  point  of  view  of  an  unseen  woman, 
depict  dates  with  five  men  out  of  the 
annals  of  dating  nightmares — including 
a  nerd  who  raves  about  his  mother's 
brisket  and  an  unctuous  yuppie  with  a 
cellular  phone.  "We  certainly  haven't  of- 
fended women  intentionally,"  says  Steve 
Burrows,  Anheuser's  vice-president  of 
beer  brand  management.  "We  have  lis- 
tened, and  where  change  was  appropri- 
ate, we  were  willing  to  change." 
LONG  MEMORIES.  Some  women  say  the 
change  won't  make  them  pick  up  a  Bud. 
Rebecca  Ann  Brody,  27,  an  office  man- 
ager at  Performance  Systems  Group  in 
New  York,  says  Bud's  new  approach 
doesn't  erase  her  memory  of  the  old  ads: 
"Good-old-boy  beer  ads  really  make  me 


not  want  to  drink  the  stuff.  I  drink  beer 
that's  not  advertised." 

In  the  antediluvian  macho  past,  those 
Bud-guzzling  guys  often  hung  out  at  the 
local  hardware  store.  But  some  major 
players  in  this  once  exclusively  male  pre- 
serve have  noticed  the  rising  proportion 
of  women  homeowners.  Now,  they're 
beckoning  women  such  as  Maggie  Hart- 
ley, a  37-year-old  scientist  and  avid  do-it- 
yourselfer.  Hartley  made  roughly  100 


'People  have  called  Builders 
Square  a  man's  toy  store.  We 
don't  think  we're  there  yet  for 
women,  but  we'd  love  to  be' 


trips  to  the  local  Home  Depot  Inc.  outlet 
during  a  five-year,  $50,000  renovation  of 
her  Atlanta  home.  Other  hardware 
stores  made  Hartley  feel  uncomfortable, 
she  says.  But  at  Home  Depot,  "I  didn't 
have  the  feeling  that  people  were  ask- 
ing: 'What  is  that  woman  doing  here?'  " 
To  convey  the  message  that  hardware 
stores  aren't  just  for  guys  wearing  over- 
alls and  toolbelts,  both  Home  Depot  and 
Builders  Square,  the  San  Antonio-based 
do-it-yourself  division  of  Kmart  Corp., 
offer  free  weeklv  clinics  in  such  tasks  as 


laying  ceramic  tile  and  installing 
doors  on  bathtubs.  The  two  chai 
the  clinics  attract  large  numb 
women.  And  Builders  Square  is  b 
4,000-square-foot  "decor  centers'' 
new  stores  to  be  filled  with  ware 
as  designer  faucets  and  elabc 
carved  door  frames.  "People  h; 
ways  called  us  a  man's  toy  store 
Mark  James,  vice-president  for  r 
ing,  who  says  457r  of  Builders  S( 
customers  are  female.  "We  don' 
we're  there  yet  for  women,  bu 
love  to  be." 

SURPRISE.  And  there's  no  more 
arena  than  sports,  right?  Wro 
Everfresh  Inc.,  a  subsidiary  of  Jc 
batt  Ltd.,  knows.  The  company 
test-marketing  Cool  Down,  a  pos 
out  drink  for  women  who  don't  li 
torade.  "The  great  surprise  is  tl 
American  jock  is  not  a  male,  it'; 
male,"  says  Andrew  J.  Brennai 
president  of  marketing  and  s£ 
Everfresh.  "She's  the  one  who's  ( 
ing  twice  a  week."  The  ads  incoi 
scenes  from  syndicated  cartoonist 
Hollander's  offbeat  feminist 
strips.  The  characters  contrast  t 
ferent  views  women  and  men  h 
dating,  health,  and  sex,  concludir 
"Guys  just  don't  get  it."  Maybe  n 
a  growing  number  of  marketers 
By  Laina  Zinn  in  New  Yo> 
bureau  reports 


IN  LINGERIE  CAMPAIGNS,  LESS  WINK  AND  NUDGE 


R 


|emembi:'r  the  old  Hanes  hosiery 
ads?  As  a  comely  model  turned 
male  heads  while  sashaying 
across  a  crowded  room,  a  chanteuse 
crooned:  "Gentlemen  prefer  Hanes." 
Whether  or  not  gentlemen  still  do, 
Hanes  has  decided  that  women  don't 
prefer  that  sort  of  ad  anymore.  "We 
decided  we  really  needed  to  walk 
away  from  the  whole 
thing,"  says  Lyn  Salzberg, 
a  senior  vice-president  at 
Hanes's  ad  agency,  Saatchi 
i  Saatchi  Worldwide.  Now, 
HaiK's  uses  photos  of  accom- 
plish(:>l  real-life  women,  such 
as  Dia.is.'  English,  the  creator 
of  TV  sliovv  Murphy  Brown, 
in  a  suit  vviih  a  short  skirt. 
'BIZARRE.'  Like  Hanes,  many 
fashion  companies  that  honed 
marketing  to  women  to  a  fine 
art  have  had  to  revamp  their 
strategies  to  appeal  to  profes- 
sional women.  Maidenform 
Inc.,  for  example,  spent  decades 
running  its  famous  campaign, 


Maidenform  Woman.  You  never  know 
where  she'll  turn  up,"  which  depicted 
scantily  dressed  women  in  various  pub- 
lic places.  "The  Maidenform  woman 
ended  up  at  the  opera  in  her  bra — 
mostly  bizarre  situations,"  says  Mari- 
lyn Bane,  Maidenform's  vice-president 
of  advertising.  An  effort  to  change 


with  the  times  backfired  in  the 
'80s,  when  the  underdressed  w 
was  a  stockbroker  or  a  doctor, 
says  women  wondered:  "Why  is  ; 
tor  there  in  her  bra  and  panties? 

So  Maidenform  replaced  the 
paign  with  black-and-white  ads  f 
ing  such  male  heartthrobs  as 
Law's  Corbin  Bernsen  and  S 
man  Christopher  R 
who  explained  why, 
liked  women  in  linj 
But  that,  too,  had  j 
overtones.  This  year,  I 
denform  decided  to  t;j 
more  politically  correct  j 
A  new  print  ad  shows  a! 
chick,  a  Barbie  doll,  i\ 
and  a  tomato.  The  taglir 
helpful  guide  for  those 
still  confuse  women  witl' 
ous  unrelated  objects." ; 
Bane:  "We  feel  we've  tai 
little  bit  higher  road.  Tl 
not  an  ultrafeminist  statu 
This  is  just  a  reminder."  I 
By  Laura  Zinn  in  Ne.u\ 

 \ 
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To  the  birds,  it  matters  very  little  that  these  boxes 
of  recycled  paper  reflect  a  child's  creativity  and  involvement. 

But  to  the  environmental  education  program  that 
distributes  these  take-home  nests,  and  Phillips  Petroleum, 
who  sponsors  them,  it  matters  a  great  deal. 


Because  as  life  unfolds  inside  these  cardboard  walls, 
so  too  does  an  enduring  understanding  and  respect  for  the 
wonder  of  it  all.  Helping  students  realize  a  greater  awareness 
and  responsibility  for  the  environment. 

And  confirming  our  belief  that  when  you  teach  a 
child  about  nature,  he  leams  facts  about  nature. 

But  bond  a  child  with  nature,  and  he  leams  to  care. 

PHILLIPS  PETROLEUM  COMPANYS 


Formore  infonnation  about  the  Bird  Box  Program  and  wJwt  we  are  doing  to  proti'ct  ourenvironmmt,  wnte:  Bird  Box,  Phillips  Petrolaim  Company, 
16C4  Phillips  Building  Bartlesvillc,  Oklahoma  74004. 


INTRODUCING 
THERE-DiSIGNED, 
RE-CAUBHITED, 


BMW3-SERIES. 


In  today's  volatile  economy, 
even  people  of  means  are  asking 
a  queyjon  that  should  alarm  the 
world's  automobile  makers: 

"Just  what  makes  this  car 
worth  the  n-ioney?" 

The  new  BMW  325i  sedan, 
however,  welcotnes  such  scrutiny 
Because  not  only  does  it  embody 


the  traditional  BMW  passion  for 
driving,  it  offers  a  whole  set  of 
more  practical -minded  virtues- 
most  notably  safety  durability 
and  ease  of  maintenance. 

It  represents  eight  years  of 
intensive  thought  from  every 
automotive  discipline.  An  effort 
unlike  any  in  BMW's  history 

THENEXTBESTTHINGTOA 
CAR  THAT  MAINTAINS  ITSELF 

At  the  heart  of  the  325i  is  a 
new  189-hp,24-valve  engine  so 
advanced  that  it  requires  little 
regular  maintenance  beyond  the 
changing  of  oil,  filters  and  plugs. 

Its  sophisticated  electronics 


incorporate  a"black  box"  s^ 
that  can  play  back  past  en 
events  for  the  BMW  techr 
revealing  problems  that  m 
otherwise  be  difficult  to  df 
Or  even  describe. 

THE325ilMPACT-ACTIV/ 
SAFETY  SYSTEM. 

BMW  has  always  held 
the  greatest  safety  feature 
car  that  enhances  the  driv 
ability  to  avoid  accidents  ii 
first  place.Thus,  BMW's  his 
excellence  in  the  areas  of  e 
pension, steering  and  advc 
antilock  brake  technology 

But,  in  the  event  that; 


unable  to  avoid  a  frontal  im- 
:t,  the  325i  is  also  designed 
aunch  an  entire  sequence  of 
3nts  to  help  minimize  injuries. 

Hydraulic  bumpers  absorb 
iart  of  the  impact  energy.  A 
;tem  of  "crush  tubes  "absorbs 
:  more.  The  seat  belts  tighten 
jir  grip.  Three  sensors  trigger 
idriver's-sideairbag.  Interior 
its  are  automatically  turned 
and  the  doors  are  unlocked, 
assist  in  escape  or  rescue. 

A  SAFE  CAR  NEEDN'T  BE 
A  BORING  ONE. 

The  unique  driving  charac- 
of  the  original  3-Series  is  not 

our  BMW  dealer  for  details  on  this  limited  warranty  **  Services  provided  by  Cross  Country  Motor  Club,  Ik  .  Boston.  MA  02155,  except  m  CA,  wliere  services  aicu'ovided  by  Doss  Country  Motoi  Club  olCjIil  Inc  Boston.  MA 


only  alive  in  the  new  325i  sedan, 
but  substantially  enhanced. 

The  rear  suspension  is  so 
unlike  other  cars  in  its  class,  it's 
patented.  Resulting  in  improved 
stability  in  hard  cornering,  and  a 
better  grip  of  the  road  overall. 

When  it  comes  to  comfort, 
the  325i  is  now  longer,  taller  and 
wider  than  before.  It  has  firmly 
supported  seats.  Left  and  right 
temperature  controls,  to  allow 
for  individual  preferences.  Even 
a  microfiltration  system  that 
removes  dust,  pollen  and  most 
odors  from  the  interior  air 

Of  course,  the  325i  is  also 
equipped  with  BMW's  four-year/ 


50,000-mile  bumper-to-bumper 
warranty' for  protection  against 
unexpected  expenses,  as  well  as 
a  Roadside  Assistance  program 
you  can  call  upon  any  day  of  the 
year,  on  any  road  in  the  U.SAr 

If  you  vA/ould  like  to  receive 
literature  on  the  new  3-Series, 
or  be  connected  directly  to  your 
nearest  BMW  dealer,  you  need 
only  call  800-334-4BMW. 

We  also  invite  you  to  stop 
in  for  a  test  drive,  so  you  can  find 
out  what  makes  the  325i  sedan 
worth  the  money  from 
the  best  vantage  point 
of  all:  the  dnver's  seat. 
THE  ULTIMATE  DRIVING  MACHINE. 


'THE  SOVIET  BRAIN  DRAIN 
IS  THE  U.S.  BRAIN  GAIN' 


From  physicists  to  biologists  to  engineers,  thousands  of  the  best  and  brightest  head  for  America 


At  age  36,  physicist  Roald  Z.  Sag- 
deev  became  the  youngest  per- 
son to  be  named  a  full  member 
of  the  Soviet  Academy  of  Sciences,  a 
toil  scientific  accolade.  Five  years  lat- 
er, lie  liecame  head  of  the  prestigious 
Institute  of  Space  Research  in  Mos- 
cow. There,  he  launched  planetary  mis- 
sions and  managed  a  staff  of  4,000  of 
the  country's  rising  scientific  stars. 

In  1990,  as  the  superpowers  mended 
fences,  he  iiutrried  Susan  E.  Eisenhow- 
er, granddaughter  of  the  former  U.  S. 
President.  "For  me,"  he  jokes,  "it  was 
not  just  the  end  of  the  cold  war,  it  was 
the  beginning  of  global  warming." 
Now,  the  58-year-old  Sagdeev  is  using 
his  brainpower  in  the  U.  S.  Although 
he  remains  a  Soviet  citizen  with  strong 


links  to  his  former  institute,  Sagdeev 
has  a  permanent  position  as  a  distin- 
guished professor  of  physics  at  the 
University  of  Maryland,  where  he  con- 
ducts research  in  chaos  theory.  "Soviet 
science,"  he  laments,  "is  a  kind  of  en- 
dangered species." 

As  the  Soviet  economy  disintegrates, 
many  of  the  country's  best  and  bright- 
est are  heading  for  the  U.  S.,  Israel, 
and  other  countries  in  what  could 
amount  to  the  largest  brain  drain  since 
World  War  II.  The  Soviets  predict  that 
a  half-million  people,  many  of  them 
Jews,  will  emigrate  each  year.  On  Oct. 
7,  Mikhail  Gorbachev  acknowledged 
the  loss  of  "so  many  talented,  skilled, 
and  enterprising  citizens."  And  when  a 
free-emigration   law   takes   effect  in 


1993,  the  number  easily  could  rise, 
viets  joke  that  this  is  not  an  em 
tion,  this  is  an  evacuation,"  says 
drei  Kortunov,  head  of  the  for 
policy  department  of  Moscow's  I 
tute  of  USA  &  Canada  Studies. 
PLUGGING  GAPS.  But  the  talent  po 
no  longer  limited  to  Jewish  emij 
As  the  Soviets  ease  travel  restrict 
hundreds  of  top-flight  Russian  spe 
ists,  who  remain  Soviet  citizens, 
coming  to  the  U.  S.  on  long-  and  si 
term  fellowships  and  work  contrac 
fill  jobs  everywhere  from  Cambri 
Mass.,  to  Silicon  Valley.  While  i 
visiting,  scholars  return  home  £ 
their  contracts  are  up,  many  try  1 
best  to  stay  by  hopping  from  one 
to  the  next. 
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ready,  Soviets  experts  are  helping 
irge  physics  and  mathematics  de- 
nents  at  colleges  across  the  coun- 

Israil  M.  Gelfand,  one  of  the 
i's  top  mathematicians,  for  exam- 
s  now  at  Rutgers  University,  help- 
,0  broaden  the  field  of  mathemat- 
y  finding  new  ways  to  link  it  to 
•  disciplines.  And  virtually  the  en- 
"aculty  at  the  University  of  Minne- 
s  Theoretical  Physics  Institute  is 

the  Soviet  Union. 
;y  research  centers  such  as  the 
)nal  Institutes  of  Health  are  tap- 
Soviet  talent.  During  a  three- 
;h  stay  at  NIH,  which  has  long 
ht  foreign  scientists,  Oleg  Svirdov 
;d  develop  new  techniques  for 
;uring  thyroid  hormones  in  the 
1.  At  Stanford,  a  Soviet  biologist 
?d  solve  a  Florida  AIDS  mystery. 

Pacific  Bell  plans  to  bring  five 
it  scientists  to  the  U.  S.  next  year 
vo-year  contracts  to  work  on  new 
ims  and  software,  says  Director 
trategic  Information  Systems  H. 

Firdman,  who  emigrated  in  1981. 
.ECTED.  Some  emigres  have 
:hed  high-tech  enterprises  of  their 

(page  100).  Many  are  flocking  to 
computer  software  industry.  The 
it  creator  of  Tetris,  the  addictive 
)  game,  is  on  a  three-year  contract 
Bullet-Proof  Software  in  Red- 
d,  Wash.  "The  Sovi- 
)rain  drain  is  the 
.  brain  gain,"  says 
then  Rosen,  who 
>  a  program  at 
kmen's   Circle  in 

York  to  get  Soviet 
itists  into  the  U.  S. 
ietplace. 

)  be  sure,  only  a 
tion  of  the  emigres 
landing  in  key  posi- 
;.  The  winners  are 
most  prominent  the- 
ical  physicists,  ad- 
ted  biologists,  math- 
ticians,  and  chem- 

It  is  much  harder 

Soviets  who  have 
3r  scientific  creden- 
or  who  have  ad- 
;ed  degrees  in  such 
Is  as  higher  educa- 
,  medicine,  and  eco- 
iics.  "In  most  cases, 

only  the  really  ex- 
ite  brains  that  are 
ig  sought  after," 
5  Barney  O'Meara, 
mtive  vice-president 
^iser  Research  Inc., 
)mpany  that  tries  to 
rest  U.  S.  companies 
oviet  innovations.  As 

the  rest,  laments 
ns  Hopkins  Universi- 


E  &  TECHNOLOGY 


ty  physicist  and 
Soviet  emigre  Al- 
exander E.  Kaplan, 
"they  become  pro- 
grammers, accoun- 
tants, or  cabbie.s — 
and  potentially 
highly  productive 
researchers  are 
lost  to  science  or 
industry,  usually 
forever." 

One  reason  is 
that  U.  S.  universi- 
ties are  already 
brimming  with  tal- 
ent, in  part  be- 
cause of  brain 
drains  in  recent 
years  from  such 
countries  as  China, 
India,  and  Britain.  Although  the  Sovi- 
ets are  now  flowing  in,  they  face  stiff 
competition  at  a  time  when  U.  S.  uni- 
versities are  fiscally  strapped. 

But  the  inevitable  difficulty  of  find- 
ing a  job  in  the  U.  S.  is  not  likely  to 
prevent  more  Soviets  from  leaving 
home.  For  decades,  the  communists 
funneled  money  from  state  coffers 
into  scientific  institutes  to  produce 
such  "socialist"  feats  as  Sputnik  and 
manned  space  stations.  Now,  Soviet 
leaders  are  simply  grappling  with  how 


MANY  SOVIETS  ARE 
POURING  INTO  THE  U.S. 


n  1 1 1 1 1 
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GAME  BOY  ALEXEY  PAJITNOV'S  TETRIS  VIDEO  GAME  HAS  SOLD  MILLIONS  OF 
COPIES.  HE  DEVELOPED  A  POPULAR  SEQUEL,  AND  OTHERS  ARE  IN  THE  WORKS, 


to  feed  the  popula- 
tion this  winter. 
With  funds  grow- 
ing scarce  for  any- 
thing but  the  ba- 
sics, the  country's 
top  scientific  talent 
is  feeling  the  bud- 
getary pain  acute- 
ly. "For  science, 
there  is  no  money, 
no  jobs,  no  respect 
from  the  public," 
says  Sagdeev. 

As  hard-curren- 
cy reserves  dwin- 
dle, it  often  takes 
Soviet  scientists 
years  to  get  an  es- 
sential piece  of  im- 
ported equipment. 
And  they  can  forget  about  Western 
scientific  journals.  "I  spent  my  time  to 
get  food,  clothes,  and  other  necessi- 
ties," says  45-year-old  Daniil  Usikov, 
head  of  computer  software  at  the  In- 
stitute of  Space  Research  and  now  a 
visiting  professor  at  the  University  of 
Maryland.  "My  productivity  in  Ameri- 
ca is  10  times  more  than  in  the  Soviet 
Union." 

His  salary  is  100  times  greater.  As 
chief  of  a  department  back  home,  Usi- 
kov received  a  monthly  wage  of  600 
rubles.  Although  he  re- 
ceived some  socialist- 
style  benefits,  his  pay 
was  still  a  mere  $20  at 
the  tourist  exchange 
rate.  In  the  U.  S.,  he 
gets  $2,000  a  month.  If 
he  can  save  one  month's 
income,  that  translates 
into  eight  years'  salary 
back  home.  "Every  uni- 
versity in  the  country 
has  had  an  upsurge  in 
the  number  of  Soviet 
scientists  writing  to  ask 
for  positions,"  says  Ste- 
ven E.  Koonin,  a  Califor- 
nia Institute  of  Technol- 
ogy physicist.  "They  are 
clamoring  to  come  to 
the  U.  S." 

A  HANDFUL.  Just  how  big 

an  impact  the  Soviet  ex- 
perts will  have  is  still  a 
source  of  debate.  It's 
unlikely  the  Soviets  will 
ever  pour  into  the  U.  S. 
in  huge  numbers,  espe- 
cially because  the  State 
Dept.  puts  a  yearly  lim- 
it— that  now  averages 
50,000 — on  the  number 
of  Soviet  refugees  it  will 
accept.  But  because 
even  a  relative  handful 
of  first-class  minds  can 
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have  a  major  impact  in  science  and 
technology,  their  contribution  could  be 
disproportionate  to  their  numbers  over 
the  course  of  the  coming  decade. 

Take  biologist  Eugene  G.  Shpaer.  In 
1988,  he  and  his  family  arrived  in  the 
U.  S.  as  refugees.  Now,  as  a  post-doc- 
toral fellow  at  Stanford  University, 
Shpaer  used  his  expertise  in  computer 
applications  of  molecular  biology  to 
help  verify  that  a  Florida  dentist  had 
infected  five  of  his  patients  with  AIDS. 
"By  the  nature  of  his  training  and  in- 
terests, he  has  added  a  new  dimension 
to  our  research,"  says  James  I.  Mul- 
lins,  chairman  of  Stanford's  depart- 
ment of  microbiology  and  immunology. 

Although  Shpaer  is  trying  to  make  a 
name  for  himself  here,  others  brought 
big  names  with  them. 
Aside  from  Sagdeev, 
there's  78-year-old  Gel- 
fand,  who  has  garnered 
many  math  awards.  Like 
Sagdeev,  he's  a  full 
member  of  the  Academy 
of  Sciences,  and  he  main- 
tains strong  ties  to  his 
home  base  at  Moscow 
State  University.  After 
he  spent  a  year  at  Har- 
vard University  and  Mas- 
sachusetts Institute  of 
Technology,  Rutgers  of- 
fered him  a  five-year 
contract. 

Gelfand  sees  many  pit- 
falls in  the  U.  S.  educa- 
tional system,  with  its 
emphasis  on  narrow  spe- 
cialties. "Everything  is 
disjointed,  separated,"  he 
says.  "My  aim  is  to  at- 
tach." Already,  he  has 
helped  create  a  new  lab 
that  combines  his  inter- 
ests in  math  and  cell  biol- 
ogy. He  laments  that 
there  aren't  enough  young  Americans 
becoming  mathematicians — and  he's 
busy  singling  out  Rutgers'  most-prom- 
ising to  cultivate  as  his  proteges.  He's 
also  starting  a  math  correspondence 
sciniiil  for  high  schoolers. 
WINKING  MIX.  At  the  University  of 
Minnesota's  Theoretical  Physics  Insti- 
tute, Director  Larry  McLerran  began 
recruiting  top  Soviet  scientists  two 
years  ago  to  what's  jokingly  called 
"Moscow  on  the  Mississippi."  Now, 
five  of  its  six  full-time  professors  are 
Soviets.  It's  not  just  the  faculty  who 
have  been  drawn  to  Minnesota.  "For 
the  past  10  years,  there  have  been  a 
large  number  of  Chinese  graduate  stu- 
dents, but  this  year  we'll  have  more 
Soviets,"  says  Marvin  L.  Marshak,  the 
physics  and  astronomy  chairman. 


Now  that  they're  free  to  travel,  So- 
viet scientists  are  very  eager  to  collab- 
orate with  their  U.  S.  counterparts.  At 
MIT's  lab  for  nuclear  science,  for  exam- 
ple, many  Soviet  researchers  from  the 
Serpukhov  Laboratory  in  Moscow  are 
helping  develop  a  radiation-hardened 
particle  detector  for  the  Energy 
Dept.'s  Superconducting  Supercollider 
project.  The  Soviets  brought  with  them 
a  winning  mix:  a  supply  of  very  expen- 
sive liquid  xenon  and  their  expertise. 
This  state-of-the-art  program  "would 
not  have  happened  without  the  Rus- 
sians involved,"  says  Arthur  K.  Ker- 
man,  head  of  the  MIT  lab.  In  all,  73  of 
the  1,000  visiting  scholars  at  MIT  are 
Soviet,  and  the  school  has  hired  nine 
other  Soviets  for  permanent  positions. 


MEDICAL  DETECTIVE  BIOLOGIST  EUGENE  SHPAER  HELPED  VERIFY 
THAT  A  FLORIDA  DENTIST  GAVE  AIDS  TO  FIVE  OF  HIS  PATIENTS 


At  Princeton  University,  there's 
physicist  Alexander  Polyakov,  whom 
"any  first-class  physics  department 
would  like  to  have,"  says  physics 
Chairman  A.  J.  Stewart  Smith.  Yale 
University's  math  department  boasts 
Gregory  Margulis,  a  specialist  in  ge- 
ometry and  number  theory,  as  a  full 
professor.  And  after  a  thorough 
search,  the  University  of  Washington 
recently  hired  emigre  Boris  Spivak,  a 
solid-state  physics  expert. 

The  U.  S.  computer  industry  is  also 
reaping  benefits  from  the  influx  of  So- 
viets. In  Bei'keley,  Calif.,  Chris  Doner, 
president  of  Access  Softek,  recently 
hired  three  emigres  for  full-time  jobs 
and  took  on  five  part-timers,  including 
one  in  Moscow,  to  help  develop  soft- 
ware to  work  with  Microsoft  Corp.'s 


Windows.  He  found  the  talent  afti 
placed  an  ad  in  a  local  newspaper-i 
some  407f  of  those  responding  ; 
emigres.  "The  real  opportunity 
day  is  not  selling  things  to  the  i 
sians  but  making  use  of  their  tal 
he  says. 

'IQ  IMPROVERS.'  When  it  comes  id 
ware  development  for  video  gainer 
hard  to  rival  36-year-old  Alexey  I 
nov,  creator  of  Tetris.  A  gam, 
which  geometric  shapes  musll 
aligned  into  solid  rows,  Tetris  is 
aged  with  each  of  the  9  million 
held  Nintendo  Game  Boys  sold  ir 
U.  S.  Pajitnov  came  up  with  the 
while  working  on  artificial  intellig 
at  the  Computer  Center  of  the 
Academy  of  Sciences  in  Moscow.  I 
now  working  at  B\ 
Proof  Software  in 
mond.  Wash.,  on  a  tl 
year  visa,  with  an  o] 
to  stay  for  another  t 
years.  "This  is  profil 
for   me   and  for 
[U.  S.],"  he  says. 

Using  a  dated  IBM 
computer,  Pajitnov 
developed  a  sequel  t( 
tris,  called  Hatris.  Bi 
Proof  founder  and  D 
tor  Henk  Rogers 
Soviets  tend  to  s 
clear  of  repetit 
shoot-'em-up  games 
prefer  "IQ  improvers 
Some  Russian  emi 
who  came  to  the  U.  S 
fore  1985  are  now  f 
ing  their  own  soft\ 
companies — and  tur 
to  Russian  newcomei 
fill  crucial  spots.  At ! 
ware  Emancipation  1 
nology  in  Boston,  foi 
ample,  founder  Viae 
P.  Geisberg  boasts  tl 
of  his  11  employees  are  Soviets,  in( 
ing  3  recent  arrivals.  A  mathemat: 
who  emigrated  in  1980,  Geisberg  i 
tracted  to  the  Soviets'  "superior"  ( 
puter-language  skills,  as  he  aim 
develop  software  that  will  speed 
development  of  computer  package 
Putting  all  the  pluses  for  the  1 
aside,  there  are  concerns  that  the 
flow  of  Russians  will  cripple  the  S( 
Union  at  a  critical  moment.  But 
deev  and  others  argue  that  hiring 
gres  and  finding  posts,  however 
porary,  for  those  who  might  other 
languish  back  home,  may  be  the 
way  to  salvage  Soviet  science.  ' 
ence,"  Sagdeev  says,  "is  an  inte 
tional  treasure."  Many  of  the  Russ 
may  eventually  follow  in  the  foots 
of  other  foreign  nationals  who  carr 
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Will  it  cost  yotir  company 
yotir  company? 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and future  retirees. 


The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 

We  can  correctly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 


evaluating  plan  redesign  alternatives  and  advance  fuiiLimg  options. 

The  end  result:  we'll  help  you  rmnirnize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 

After  all,  the  clock  is  ticking. 


We  get  paid  for  results! 


CIGNA 


Over  one-third  of  the  world's  air  cargo  gets  carried  ai 


When  an  airline  moves  cargo,  the  bacl<bone  of  its  busi^ 
ness  is  the  strength  of  its  information  systems. 

They  have  to  provide  crucial,  real-time  information 
that  books,  schedules  and  tracks  every  last  shipment. 
That's  why  ten  of  the  world's  top  cargo  carriers  rely  on' 
Unisys  systems  to  move  cargo.  They  know  that  Unisys 
has  30  years  of  experience  providing  mission-critical 
information  systems  to  more  than  140  airlines. 

Most  recently,  Mexicana  Airlines  chose  Unisys  to 
make  sure  their  cargo  business  flies  high,  joining  a  roster 
that  includes  Air  France,  United,  Cathay  Pacific,  as  well 
as  Northwest  and  Lufthansa. 

Of  course,  that  kind  of  success  is  nothing  new  to 
Unisys.  Because  every  one  of  our  60,000  customers 
expects  nothing  less  than  a  total  commitment  to  provide 
the  solutions  that  make  their  enterprises  run. 

So  if  running  your  business  organization  depends  on 
high-volume,  transaction-intensive  com|iuting,  call 
Unisys  at  1-800-448-1424,  ext.  66. 

You'll  find  Unisys  in  more  tl^  100  countries,  ready 
to  help  you  carry  the  load.  "^^^ 

©  1991  Unisys  Corporation.  Unisys  is  » ri^listered  trademark  of  Unisys  Corporation. 


the  U.  S.  for  education  and  work,  only 
to  return  home  later  with  higher  stan- 
dards and  skills. 

Whatever  it  means  for  the  shattered 
Soviet  Union,  a  growing  number  of  ex- 
perts argue  that  the  U.  S.  should  try 
harder  to  absorb  the  Soviet  intellectu- 
als. Clearly,  the  U.  S.  could  make  bet- 
ter use  of  the  talent  that  is  already 
here.  Of  the  50,000  Soviet  refugees  al- 


lowed into  the  U.  S.  last  year,  about 
800  were  PhD-level  scientists,  and 
about  8,000  more  were  engineers. 
Many  of  them  are  underemployed. 

The  U.  S.  should  create  grants  to 
help  integrate  Soviet  emigre  scientists 
into  the  work  force,  says  Hopkins'  Ka- 
plan, who  emigrated  in  1979.  Ultimate- 
ly, he  argues,  that  will  give  "American 
science  and  industry  an  extra  push  to 


become  more  vigorous  and  comft 
in  this  rapidly  changing  world 
even  without  the  extra  push,  th 
sians  are  beginning  to  make' 
mark  in  America. 

By  Joyce  Barnathan  in  Collegd 
Md.,  with  John  Carey  in  Washington 
Cuneo  i?i  San  Francisco,  Patricia  K 
Moscow,  James  E.  Ellis  in  Muiin^ 
and  bureau  reports 


THE  RUSSIANS  AREN'T  COMING.  THEY'RE  HERE 


The  neat  rows  of  business  awards 
hanging  on  the  wall  behind 
Naum  Staroselsky's  desk  make 
him  a  bit  uncomfortable.  There  is  the 
1986  Small  Business  Innovation  Award 
from  the  U.  S.  Small  Business  Assn., 
the  1986  Inventor  of  the  Year  from  the 
State  of  Iowa,  and  the  Midwest's  En- 
trepreneur of  the  Year  for  1990.  "I  do 
have  my  pride,"  the 
scrappy  58-year-old 
Russian  immigrant 
says  in  heavily  accent- 
ed English,  "but  not 
these  things  on  the 
wall." 

His  pride  is  15-year- 
old  Compressor  Con- 
trols Corp.,  a  thriving 
high-tech  enterprise 
set  smack  in  the  mid- 
dle of  an  old  corn- 
field just  outside  Des 
Moines.  Staroselsky,  a 
mechanical  engineer 
with  a  PhD  from  Len- 
ingrad Polytechnic  In- 
stitute, took  an  idea 
he  brought  with  him 
from  the  Soviet  Union 
and  turned  it  into  a 
$13  million  business. 
The  electronic  device 
he  invented  to  keep 
gas  and  oil  compres- 
sors running  efficient- 
ly is  used  by  many  big 
S.  oil  companies, 
h'a'Ai  as  Exxon  Corp. 

From  the  start, 
Staro  tlsky  tapped  talent  flowing  out 
of  the  :-'<)viet  Union.  Already,  13  of  his 
100  em]jloyees  are  Russian.  After  the 
failed  coup.  Staroselsky  is  bullish 
about  breaking  into  the  Soviet  market, 
with  its  vast  (ji!  and  gas  reserves.  He 
has  just  concluded  three  deals  with  the 
Russians — and  three  more  are  in  the 
works.  He's  recruiting  more  Soviets. 
"We've  got  the  brain  ilrain  right  here," 
says  R&D  Director  Robert  Sibthorp. 
Staroselsky  prefers  Russian  engi- 


neers, who  he  says  think  big:  their 
professional  education  favors  breadth 
of  knowledge  over  specialization. 
What's  more,  hardships  endured  back 
home  helped  them  cultivate  special 
skills.  "In  Russia,  the  components  are 
very,  very  poor,"  he  says.  "So  Russian 
engineers  have  to  be  very  innovative 
and  assume  the  worst.  They  make  a 
system  work  in  spite 
of  its  components." 

Grabbing  his  lapels, 
Staroselsky  struts 
down  the  corridors 
of  his  headquarters, 
pointing  out  former 
Soviets.  Most  promi- 
nent is  Leonid  Shar- 
ansky, brother  of 
famous  human-rights 
activist  Natan  Shar- 
ansky. Leonid  Shar- 
ansky put  his  career 
on  hold  for  nine  years 
to  lobby  on  behalf 
of  his  imprisoned 
brother.  Affectionate- 
ly called  "Lenny 
Saranwrapsky"  by  his 
colleagues,  he's  now 
the  head  field  engi- 
neer, and  his  wife, 
Raya,  also  an  engi- 
neer, does  computa- 
tions for  new  control 
systems. 

While  an  American 
engineer  with  10  to 
15  years'  experience 
would  demand  much 
more,  for  $30,000  Staroselsky  can  hire 
a  seasoned  Russian  emigre  with  an  ad- 
vanced degree  to  shuttle  around  the 
world  at  a  moment's  notice.  "These 
people  are  starting  from  scratch  in  the 
second  half  of  their  lives,"  says  project 
manager  Victor  Borodkin,  who  emi- 
grated in  1976. 

The  hard-driving  Staroselsky  sets 
the  pace.  When  the  Soviets  eased  limits 
on  Jewish  emigration  in  1973,  he  bolt- 
ed. By  then,  he  had  14  patents  on  con- 


trol devices  for  turbomachinery. 
he  arrived  with  his  wife  and  S( 
Rome,  a  transit  point,  he  learned 
the  Jewish  community  in  Des  M 
was  eager  to  sponsor  two  fait 
Staroselsky  and  a  friend  voluntee 

He  spoke  not  a  word  of  Englis 
first,  he  and  his  friend  worke 
draftsmen,  but  soon  a  group  of 
businessmen,  some  of  them  Ru 
immigrants  from  an  earlier  wave 
cided  to  back  them  in  a  startup  e 
prise.  In  1978,  Staroselsky  began 
duction  of  a  computerized  conti 
the  size  of  a  vcR.  Since  then,  the 
pany  has  grown  at  least  20%  to  2 
year — and  40%  in  the  first  half  of 
SOUNDING  OFF.  Staroselsky  ad 
there  are  problems  with  hiring  So^ 
They  don't  like  five-year  plans,  t 
building  exercises,  or  slogans,  v 
sound  like  propaganda.  They  r 
committing  anything  to  wi'iting.  U 
communism,  workers  feared  takin 
sponsibility  for  their  actions.  Sic 
hearing  the  party  line,  Russians 
not  to  be  good  listeners.  Nor  are 
good  salespeople,  at  least  at  the  s 
"Russians,  being  a  product  of  a  so 
where  the  individual  was  not  much 
ued,  don't  knov/  how  to  present  t 
selves,"  he  says. 

Although  he's  a  demanding  I 
Staroselsky  likes  to  invite  employe^ 
his  sprawling  house,  modeled  on  ; 
Petersburg  mansion,  with  ceilin 
floor  windows  and  parquet  floors 
drinks  and  food  a  la  russe.  He 
sound  off  about  poor  performs 
"My  boss  got  mad  once  and  yelled 
and  visit  the  hell,'  "  kids  Paul  Nej 
29,  a  software  engineer  from  low; 

The  Russians  keep  coming.  Viae 
Yarigin  just  hired  on  as  a  sales  ( 
neer  to  drum  up  new  business  in 
sia.  Stan  Pshonik,  a  former  Soviet , 
nalist,  is  already  rapping  out  Rus; 
language  manuals  on  a  makes 
Cyrillic  keyboard.  At  this  rate,  Si 
selsky  may  soon  have  more  aware 
hang  on  his  walls. 

By  Joyce  Barnathan  in  Des  Mc 
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SCIENCE  &  TECH 


When  the  Platte  River  Power  ^^i^™ r-  p-- 

Authority  on  Colorados  Front  Range 
needed  a  new  generating  facility,  they  wanted  it  to  be  in  strict  compliance 
A  1  •  11  1  with  the  clean  air  standards  of  this 

Authority  wanted  to  keep  the 

ABB  Combustion  Engineering  provided  Platte  River  with  a  boiler  instaila- 
_^     1  1  •  •  1  iri'-orporates  a  tangential 

Colorado  air  mountain  rreSh ,    finng  system  The  resuU  .  n  trogen 

oxide  emissions  reduced  to  levels  dramatically  below  those  mandated  by 
the  EPA.  In  addition  to  boilers,  ABB  engineers  a  fuii  line  of  power 
"^^I^Q  did.  tlnCV  tl-irn  tO*^  generationproducts,  including  g..  .  and  steam  turbines  and 

environmental  control  systems  that  meet  every  requirement 
of  the  new  Clean  Air  Act. 

Helping  utilities  answer  the  needs  for  economic  progress  and 
environmental  protection  is  another  example  of  how  ABB  is  working  to 
engineer  a  better  future  for  America. 


Asea  Brown  Boveri  Inc. 

900  Long  Ridge  Rd, 
P  0,  Box  9308 
Stamford,  CT  06904 
203-329-8771 


ikiili 

'  Power  Generation  •  Power  Transmission  &  Distribution  •  Mass  Transportation 

•  Environmental  Control  •  Industrial  Process  Optimization  •  Financial  Services  ASEA  BROWN  BOVERI 


Washington.  I  heic  was  a  man  of  vision!  He  realised  that 
there  are  immense  rewards  tor  those  prepared  to  strike  out  lor 
new  shores  -  a  tact  as  true  today  as  it  was  then. 
Today,  the  most  promising  location  lor  investors  with  vision 
IS  undoubtedly  the  East  German  states  ot  the  reunified 
Germany.  Why?  Well,  apart  f  rom  all  the  benefits  of  belonging  to 
the  I'.uropean  domestic  market,  the  German  Government  has 


made  relocation  to  the  P^ast  of  the  country  even  more  ; 
tive  by  establishing  some  highly  lucrative  incentives.  ( 
the  opportunities  on  otter  to  investors,  the  Business 
Sommerda  in  i  hiiringia  is  without  doubt  the  most  inten 
It  not  only  offers  you  excellent  intrastructure  and  tirs 
communications,  at  Sommerda,  you  also  have  access 
extensive  and  highly  trainee!  work  force.  The  home  of 


Americans  who  get  things 

—     moving  have  never   

en  slow  to  head  for  new  shores. 


/(Tsinesspar'k 

^OMMERDA 

^^+49-69-729795 

^'our  information  hotline. 
Call  us  now  or  tax  ub  direct  on: 
+49-69-729740 


European  electronics  giant  Robotron  Biiromaschinenwerk 
AG,  Sommerda,  is  the  perfect  location  From  which  to  strike 
out  to  the  emerging  markets  oF  Eastern  and  Western  Europe. 
For  further  details,  get  things  moving  today,  and  call  on  the 
Sommerda  Hotline. 

Business  Park  Sommerda,  O-5230  Sommerda  Thurlngia, 
Germany. 


KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  tail  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  h 
into  a  deep  depression:  he  w< 
considered  permanently  and 
totally  disabled.  But  Continen 
senior  rehabilitation  coordinai 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  I 
employer 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing" recalls  Kris. 
"So  we  helped 
him  turn  thai 
into  a  rewarding, 
full-time  career^ 


First  Kris,  a  Certified  Insurar 
Rehabilitation  Specialist,  mad( 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  tau; 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  hom( 
He  is  now  busy,  happy— and  ' 
sufficient.  And  that  helps  hole 
down  insurance  costs,  which 
benefits  everybody 

Continental  has  a  lot  of  c\e( 
cated  peo[Dle  like  Kris.  People 
who  are  there  when  it  counts 
People  who  have  helped  ma' 
us  a  leading  |)roperty/casualt 
insurer  and  a  strong,  solid  cor 
[wnylhey're  why  for  over  13  ■ 
years,  we've  met  our  obligatid 
to  our  insureds,  our  employee 
our  distributors  and  sharehok 


Insi 


^flPFr  Continental 
Insurance. 


veloDments  to  Watc 


BY  PAMELA  J,  BLACK 


CHING  UP  THE  PRAIRIE 
fH  MICROORGANISMS 


The  vast  prairies  that 
once  covered  the 
Midwest  are  mostly 
gone  now.  But  ecoiogists 
studying  the  vestiges  of 
this  ecosystem  are  find- 
ing new  species  that 
may  prove  useful. 

In  one  patch  of  re- 
stored prairie,  Wayne 
Nichols,  professor  of  bi- 
ology at  Washington 
University,  has  discov- 
ered more  than  500  spe- 
cies of  algae,  most  of 
new  to  science.  One,  Sphaerellocystis  aplanosporum, 
-•ms  the  unique  task  of  removing  iron  from  the  soil.  This 
ater  also  can  extract  the  metal  from  laboratory  cultures 
;elect  iron  from  among  a  group  of  elements.  Another 
!S  craves  silica.  Tts  presence  helps  make  clay  soils  more 
able.  Nichols  is  cataloging  these  new  species  in  a  compre- 
/e  data  base  that  also  characterizes  the  enzymes  in  the 
)rganisms  and  how  they  react  to  antibiotics.  Ultimately, 
•esearchers,  science  could  put  these  newly  discovered 
!S  to  work:  The  iron-eater  might  be  used  to  help  balance 
with  too  much  iron,  or  to  clean  up  contaminated  soils. 


CIDE  PREVENTION 

i  GET  A  BIOCHEMICAL  BOOST 


fhy  does  one  depressed  person  struggle  through  life's 
f  darkest  moments,  while  another  decides  to  end  it  all? 
studies  by  Dr.  John  Mann  of  Western  Psychiatric  Insti- 
in  Pittsburgh  offer  biochemical  answers.  By  examining 
rains  of  suicide  victims,  Mann  has  discovered  that  the 
;  of  a  key  brain  chemical,  serotonin,  are  up  to  50%  lower 
icide  victims  than  in  the  brains  of  people  who  died  in 
ants.  Similarly,  by  measuring  the  metabolic  by-products 
'Otonin  in  spinal  fluid,  Mann  also  has  found  that  serotonin 
!  are  lower  than  normal  in  many  people  who  had  made 
as  suicide  attempts. 

9  abnormalities  turn  up  in  a  region  of  the  brain  associated 
emotion  and  the  control  of  impulses,  suggesting  that  a 
onin  deficiency  might  intensify  depression  or  boost 
?hts  of  desperate  remedies.  If  that's  so,  says  Mann,  scien- 
may  be  able  to  spot  and  correct  this  deficiency,  thus 
snting  many  of  the  32,000  suicides  in  the  U.  S.  this  year. 


IMPLE  WAY  TO  TURN  SAND 
0  SILICON  COMPOUNDS 


)rdinary  beach  sand  were  gold,  we  might  all  be  richer, 
ill,  now  it  may  be  as  important  as  gold — black  gold,  that 
niversity  of  Michigan  scientist  Richard  Laine  has  discov- 
a  very  simple  formula  for  making  chemicals,  polymers, 
ceramics  from  silica  instead  of  petroleum.  This  could  cut 
rican  dependence  on  oil  and  related  products,  says  Laine. 
rrently,  it's  more  expensive  to  make  silicon-based  materi- 
lian  those  derived  from  oil.  Sand  must  be  heated  to  about 
'F  to  produce  a  metal-grade  silicon  that  then  reacts  with 


other  chemicals  to  create  materials  such  as  rubbery  seals  on 
space  craft,  surgical  implants,  and  glass.  Computer  chips  are 
made  through  a  different  process. 

Laine's  method  is  both  cheaper  and  easier.  Heating  ethylene 
glycol,  potassium  hydroxide,  and  sand  at  only  300F  breaks 
silica  into  new  compounds — without  going  through  a  metal 
phase.  It's  "analogous  to  mixing  beach  sand  with  antifreeze 
and  Liquid  Plumr,"  says  Laine.  His  formula  could  also  yield  a 
range  of  novel  products  such  as  a  substance  that  would  fire- 
proof wood;  a  clear,  electricity-conducting  polymer  that  could 
be  made  into  windshields  that  can  be  heated  to  melt  ice  or 
snow;  and  a  liquid-crystal  compound  such  as  that  now  used  in 
watch  displays,  which  could  be  used  in  space  because  it  re- 
mains stable  at  high  temperatures. 


FOR  PROBLEM  PREGNANCIES, 
AN  EARLY-DETECTION  TEST 


Circulatory  problems,  malnutrition,  or  diseases  such  as  AIDS 
can  impair  the  flow  of  blood  and  glucose  through  the 
placenta  to  the  developing  fetus.  Although  this  doesn't  perma- 
nently harm  all  fetuses,  it  can  cause  low  birth  weight,  learning 
disabilities,  retardation,  or  even  death.  Current  tests  for  pla- 
cental problems  are  reliable  only  after  18  to  20  weeks  of 
pregnancy.  Now,  researchers  in  Israel  have  found  a  technique 
that  would  spot  trouble  four  to  six  weeks  after  conception — 
when  the  fetal  brain  is  first  forming. 

Current  procedures  rely  on  ultrasound  to  measure  blood 
flow  from  the  placenta  to  the  fetus  and  from  fetal  heart  to 
brain.  The  new  test  measures  the  ratio  of  two  hormones  in  the 
mother's  blood  and  urine,  says  neurochemist  Ephraim  Yavin 
of  the  Weizmann  Institute  of  Science  in  Tel  Aviv.  The  hormone 
ratio  varies  in  response  to  disturbances  in  the  flow  of  oxygen. 
So  far,  the  new  technique  has  been  used  only  in  animal  stud- 
ies, and  as  yet  there  is  no  treatment  for  such  problems. 


A  MICROMACHINE 

THAT  CUTS  AIR-BAG  COSTS 


Researchers  in  a  few 
university,  corpo- 
rate, and  government 
labs  have  built  the  first 
rudimentary  "microma- 
chines,"  devices  with 
moving  parts  such  as  mi- 
croscopic gears  etched 
from  silicon.  Now,  Ana- 
log Devices  Inc.,  a  Nor- 
wood (Mass.)  chipmaker, 
has  passed  the  experi- 
mental stage  and  put  the 
world's  first  microma- 
chine  on  the  market. 

The  company  designed  an  air-bag  trigger  with  a  comb-like 
gauge  machined  from  pure  silicon.  The  gauge  works  by  mea- 
suring minute  changes  in  an  electrical  current  that  holds  the 
48  microscopic  teeth  of  the  comb  rigid.  The  force  of  the  colli- 
sion acting  on  the  teeth  causes  the  current  to  change,  trigger- 
ing the  air  bag. 

By  making  its  sensors  in  a  high-volume  process.  Analog 
Devices  expects  to  sell  the  chips  for  just  $5  each,  a  fraction  of 
the  $20  to  $50  cost  of  mechanical  switches  now  used  in  auto 
air-bag  systems.  The  first  cars  to  employ  the  microchip  trig- 
gers could  appear  in  1994.  Analog  Devices  is  working  on  other 
micromachined  sensors  for  controlling  automobile  suspensions. 
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Introducing  th^i 
ever  built^w^  the  best  W2 


XjS.The  best  sporting  Jag 
ity  Jaguar  has  ever  offered. 


N  D  I  N 


Some  say  it  was  the  1939  SS-100.  Others 

are  partial  to  the  1954  XK-120.  And,  of  ; 

course,  a  most  compelling  argument  ; 

could  be  made  for  the  celebrated  1963 

E-type.  But  the  time  has  come  to  put  all  I 

such  arguments  aside.  i 

Presenting  the  1992  XJS,  the  best  I 
sporting  Jaguar  ever  built. 

To  attain  that  lofty  status,  Jaguar 
engineers  incorporated  no  fewer  than 
1,200  refinements  into  the  new  XJS. 

They  range  from  a  new  fuel  manage-  j 
ment  system,  that  enhances  its  legendary  j 
12-cylinder  performance,  to  a  redesigned 
interior  with  power  memory  seats. 
And  its  exterior  has  been  restyled  from 
Its  European  headlamps  to  its  neutral 
density  taillights. 

Innovation  extends  even  to  the  man- 
ufacturing process,  the  most  advanced 
ever  instituted  by  Jaguar. 

All  of  which  means  we  can  now  offer 
the  best  warranty  in  Jaguar  history—  j 
four  years  or  50,000  miles— providing  a 
sense  of  security  that's  further  enhanced 
by  a  standard  driver's  side  airbag. 

Of  course,  there  may  be  those  who'd 
still  debate  the  issue.  But  at  Jaguar,  we  \ 
think  the  new  XJS  settles  the  argument. 

For  your  nearest  dealer— who  can  pro- 
vide more  information  on  Jaguar's  limited 
warranty-call  1-800-4-JAGUAR. 

JAGUAR 

I 
i 

CHINE  ; 

I 

I 


BUSINESS     WEEK  PRESENTS 


RETHINKING 

THE  COMPUTER 

BUSINESS  AND  THE  NEW 
INFORMATION  ARCHITECTURE 


A  Groimtlbreakiiig  Conference  for  Leaders  of 
I/S  Iimovation  in  Business  Wlio  Know  the  Strategic 
Value  of  Tomorrow's  Tecluiology 


FEATURING: 
William  H.  Gates,  Chairman  and  Co-founder,  Microsoft  Corporation 
Dr.  Andrew  S.  Grove,  President  and  Cliief  Executive  Officer,  Intel  Corporation 
George  Shaheen,  Managing  Partner,  Andersen  Consulting 
(ii  I  Williamson,  Chief  Executive  Officer,  NCR  Corporation 


DECEMBER    11-12,  1991 
GRAND  K)fA(PrT   HOTEL   •    NEW   YORK  CITY 


Powerful  client-server  coiriputer  networks  are  being 
heralded  as  a  brilliant  new  age  in  computing.  Business 
Week  invites  you  to  join  the  nations  business  and  tech- 
nology elite  to  explore  the  leading  edge — and  discover  the 
potential  for  your  company. 

Register  now  by  calling  Business  Week  directly: 
(800)  445-9786  or  (212)  512-4930,  or  Fax  (212)  512-6909 


Busines^Afeek 


iOYMENTI 


FELL  IT  TO 

HE  ARBITRATOR' 


lational  legal  panel  wants  to  abolish  costly  job-dismissal  trials 


JR  Wanda  J.  Anderson  was  furious 
last  year  when  Duke  Universi- 
W^K  ty  Hospital  fired  her  for  miss- 
too  many  days  of  work.  Doctors' 
ointments  had  kept  her  out  from  her 
as  a  food  preparer.  And  as  a  five- 
r  employee,  she  thought  it  unfair  to 
dismissed  without  warning.  So  she 
i  a  complaint  with  the  university's 
itration  board.  A  panel  of  university 
cials  heard  her  story  and  her  boss's, 
ee  weeks  later,  Anderson  was  back 
vork  with  the  understanding  that  she 
lid  be  fired  immediately  if  she  missed 
many  days  ovei  the  next  year.  She 
n't.  "No  one  gave  me  a  chance  until  I 
it  to  the  board,"  says  Anderson, 
.nderson's  story  may  become  typical 
he  next  several  years.  This  summer, 
lational  legal  commission  charged 
drafting  proposed  state  laws 
^,  }ted  a  new  em- 
mt  statute  that 
send  let  most  fired 
.  Giies  take  their 
a  neutral  arbi- 
In  states  that 
"f,  such  laws,  virtu- 
all  private-sector 
loyers  would  be 
lired  to  set  up  a 


cover  some  60  million  workers.  A  quasi- 
official  body  funded  by  the  states  and 
composed  of  lawyers  appointed  by  each 
state,  the  commission  cites  studies  esti- 
mating that  up  to  10%  of  the  2  million 
workers  who  are  fired  each  year  would 
have  valid  claims  under  the  model  law — 
without  resorting  to  suits.  "This  would 
be  the  biggest  change  in  employment 
law  since  the  1964  Civil  Rights  Act," 


ess  similar  to  the  one  Duke 


HOW  ARBITRATION 
WOULD  WORK 

The  National  Conference  of  Commissioners 
on  Uniform  State  Laws  has  proposed  a 
system  of  arbitration  to  curb  lawsuits 
by  dismissed  employees: 
With  suits  no  longer  permitted  in  most  cases,  a  fired 
employee  would  file  a  complaint 


■  lied  eight  years  ago.  Em- 
|[rs  would  either  rehire  work- 
i^ith  whom  an  arbitrator  sid- 
pay  them  up  to  three  years' 
tnce. 

OF  SENSE.'  Such  a  system 
bring  a  sea  change  to  the 
irbulent  relationship  between  em- 

 and  workers.  Under  a  century- 

5Sil  doctrine  called  employment-at- 
ipanies  can  fire  employees  at  the 

  a  hat.  Over  the  past  decade, 

,  tens  of  thousands  of  people 

 ;d  lawsuits  charging  unfair  dis- 

Courts  in  some  45  states  have 
such  cases,  undercutting  the 
nent-at-will  doctrine  to  various 
g  Jl".  The  result:  jury  trials  and  large 
!  awards  for  a  growing  number 
iNT  Etioyees. 

s'^ieeco'ommission,  called  the  National 
ce  of  Commissioners  on  Uni- 
...  — te  Laws,  says  its  plan  would 


►  Each  side  would  moke  its  case  before  an  arbitrator 

►  If  the  employer  won,  the  firing  would  stand 

►  Employees  who  won  would  be  reinstated  or  get  sev- 
erance of  up  to  three  years'  pay 

DATA:  NATIONAL  CONFERENCE  OF  COMMISSIONERS  ON  UNIFORM  STATE  UWS 


"  Servii 


says  Theodore  J.  St.  Antoine,  a  Universi- 
ty of  Michigan  law  professor  who  helped 
draft  the  model  law. 

Although  it  will  be  years  before  many 
states  act,  several  key  ones  may  do  so 
relatively  soon.  Groups  such  as  the  afl- 
CIO  and  the  American  Civil  Liberties 
Union  will  push  the  idea.  And  many  com- 


Arbitration  would  eliminate 
large  settlements — but  would 
protect  more  workers 


panics  may,  too.  In  states  where  employ- 
ers have  been  hit  hardest,  such  as  Cali- 
fornia, Michigan,  and  Illinois,  "this 
statute  makes  a  lot  of  sense,"  says  Jim 
Paras,  a  member  of  the  U.  S.  Chamber 
of  Commerce's  labor-relations  commit- 
tee. He  says  the  chamber  likely  will  sup- 
port the  idea  in  such  states  but  oppose  it 
where  employment-at-will  hasn't  been 
abridged  by  the  courts. 

In  California,  where  the  courts  have 
been  the  most  active,  workers  win  70% 
of  jury  trials  and  collect  awards  averag- 
ing $300,000  to  $500,000,  the  commission 
says.  And  that's  before  legal  costs. 
Clyde  W.  Summers,  a  University  of 
Pennsylvania  law  professor,  says  compa- 
nies spend  an  average  of  $75,000  in  legal 
fees  on  such  cases,  which  can  drag  on 
for  a  year  or  more.  Workers  spend  up  to 
$40,000.  By  contrast,  arbitration  takes  a 
few  weeks  and  costs  about  $15,000 — to- 
tal— per  case,  says  Summers,  who  ad- 
vised the  commission. 
MORE  JUSTICE.  Employee  groups  don't 
like  the  current  system  either.  There  is 
little  hope  of  challenging  a  dismissal  in 
states  such  as  Georgia,  where  employ- 
ment-at-will has  been  eroded  only  slight- 
ly. Even  in  California,  a  suit's  outcome  is 
highly  unpredictable,  as  is  any  jury  trial. 
What's  more,  it's  primarily  middle-  and 

 1  upper-level  employees,  not  hourly 

I  workers,  who  bring 

suit.  "They're  the 
only  ones  who  can  af- 
ford it,"  says  Paul 
Grossman,  a  Los  An- 
geles management  at- 
torney who  helped 
I      draft  the  proposal. 

These   lucky  few 
might  not  fare  as  well 
under  arbitration.   But  many 
more  workers  would  be  protect- 
ed, in  much  the  same  way  as 
grievance  procedures  protect 
union  members.  "The  model  law 
eliminates  the  jackpots  but  gives 
a  reasonable  measure  of  justice 
to  everyone,"  says  Summers, 
'e.ist  one  group  doesn't  like  the 
trial  lawyers,  who  often  get  fat 
if  they  win  employment-at-will 
Lawyers'  groups  could  thwart 


r 


At 
idea: 
fees 
cases. 

support  from  both  business  and  labor. 
"They're  very  strong  in  some  states," 
says  Lewis  L.  Maltby,  an  aclu  lawyer. 

Still,  arbitration  looks  likely  to  catch 
on.  Montana  and  Puerto  Rico  have 
passed  arbitration  statutes.  And  a  dozen 
states  are  considering  the  idea.  If  more 
follow  the  commission's  proposal,  a  lot 
more  employees  will  get  a  second  chance 
after  the  boss  says:  "You're  out." 

By  Aaron  Bernstein  in  New  York,  with 
Zachary  Schiller  in  Cleveland 
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WISH  UPON  SOME  STARS:  HOOK  CAME  IN  THREE  WEEKS  LATE  AND  $11  MILLION  OVER  BUDGET 


HOOK  HAS  HOLLYWOOD 
WAITIHG  WITH  BAITED  BREATH 


Will  the  Spielberg  spectacular  bring  in  the  Christmas  dollars? 


I 


n  Peter  Pan,  J.  M.  Barrie's  classic, 
Peter  urines  children  to  clap  if  they 
believe  m  fairies.  If  they  clap  hard 
enough,  Peter  promises,  they  will  revive 
a  dying  Tinkerbell. 

Too  bad  life  doesn't  really  imitate  art. 
If  it  did,  Hollywood  would  be  applauding 
till  its  hands  went  numb.  Its  fervent 
hope:  that  the  Dec.  11  opening  of 
Hook,  Steven  Spielberg's  adapta- 
tion of  the  Barrie  play,  will  awaken 
a  box  office  that's  entering  its 
eighth  narcoleptic  month. 

Hook,  the  reasoning  goes,  could 
be  one  of  those  "event  films" — a 
miisr  see  that  will  get  customers 
back  :  ro  the  theaters.  Hollywood 
coulci  li-.'^  the  business:  Box-office 
receipts  so  far  this  year  are  off 
more  than  $163.5  million,  according 
to  Daiii/  Vnriety.  The  decline — 
4.3%  from  a  year  ago  and  6%  from 
1989 — has  corae  about  even  though 
ticket  prices  hav;  increased.  Except 
for  a  brief  flurry  'luring  July,  when 
Terminator  H  and  Robin  Hood  did 
a  land-office  business,  receipts 
have  been  sliding  since  April.  This 
summer's  box  office  was  off  by 
25%  from  1990  and  was  the  lowest 
since  1971. 
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There  hasn't  been  much  of  a  pickup 
since.  "We're  running  out  of  reasons 
why  we  can't  get  people  into  the  the- 
aters— are  they  just  staying  home 
watching  TV,  playing  parlor  games,  or 
what?"  frets  Tom  Sherak,  executive 
vice-president  for  marketing  at  News 
Corp.'s  Twentieth  Century-Fox  Film- 


A  SAMPLER  OF  HOLIDAY  FARE 


1991  morket  share* 

Movie 

Budget 

Percent 

Millions 

IWEKTIETH 

14.4% 

For  the  Boys 

$33 

CEHTURY-FOX 

WARNER 

13.4 

The  last  Boy  Scout 

28 

BROS. 

JFK 

35 

DISNEY 

12.3 

Billy  Bathgate 

45 

Father  of  the  Bride 

30 

Beauty  and  the  Beast 

28 

UNIVERSAL 

11.1 

Cape  Fear 

35 

American  Tail  2 

25 

ORION 

10.5 

TRI-STAR 

10.2 

Hook 

60 

Bugsy 

40 

COLUMBIA 

9.5 

The  Prince  of  Tides 

27 

PARAMOUNT 

9.1 

The  Addams  Family 

30 

Star  Trek  VI 

30 

'Through  Oct.  6 


DATA:  DAILY  VARIHY.  BW  ESTIMATES 


Corp.  unit.  It's  highly  likely  that  bu{( 
conscious  consumers  are  passing  u  i 
creasingly  costly  trips  to  the  local  Bj) 
But  exhibitors  pin  most  of  the  blanv( 
Hollywood's  inability  to  make  pict 
that  audiences  want  to  see. 

For  much  of  the  past  year,  Hollyv 
has  been  retrenching.  Studios 
slashed  production  budgets  and  put 
ginal  products  on  hold.  But  no  execi 
worth  his  table  at  Spago  is  goinj 
trust  in  frugality  during  the  crucia 
weeks  from  Thanksgiving  to  Christ) 
a  season  that  can  account  for  as  n 
as  257f  of  annual  box  office  receipt! 
BIG  GUNS.  So  Hollywood  is  rolling 
the  big  guns  (table).  Paramount 
tures,  in  the  midst  of  a  manager 
shuffle,  is  putting  heavy  marketing 
merchandising  muscle  behind  The 
dams  Family,  the  spin-off  from 
1960s'  TV  show  that  it  picked  uf 
March  for  $14.6  million  from  ailing  0 
Pictures  Corp.  It  is  also  trotting  oui 
sixth  5^07-  Trek  flick,  promoting  the 
anniversary  of  the  sci-fi  TV  show. 

The  names  are  familiar  over 
Warner  Bros.  Inc.,  too:  Oliver  Sto; 
JFK  stars  Kevin  Costner  as  a  New 
leans  prosecutor  investigating  Presic 
Kennedy's  assassination,  and  Bruce  ' 
lis  stars  in  The  Last  Boy  Scout. 

Most  eyes  are  on  Sony  Corp.,  hov 
er,  which  has  spent  lavishly  to  reji 
nate  its  two  film  subsidiaries,  Tri-^ 
and  Columbia  Pictures.  Tri-Star's  He 
which  stars  Robin  Williams  as 
grown-up  Peter  Pan  and  Dustin  H 
man  as  Captain  Hook,  came  in  tl 
weeks  late  and  $11  million  over  its 
million  budget. 

Sony's  film  units  could  have  anot 
winner  with  Columbia's  The  Prince 
Tides,  a  drama  featuring  Barbra  Si 
sand  and  Nick  Nolte.  With  gs 
ster  movies  generally  bombi 
there's  less  confidence  about  ani 
er  project,  Tri-Star's  Bugsy,  a  1 
story  that  features  Warren  Be; 
as  gangster  Bugsy  Siegel. 

The  crush  of  yearend  films  cc 
be  too  much  for  a  sluggish  mai 
to  absorb,  and  good  films  could 
lost  in  the  crowd.  Possible  w 
flowers  this  year  include  Disnf 
Father  of  the  Bride,  which  si 
Steve  Martin  in  a  remake  of 
1950  Spencer  Tracy-Elizabeth  1 
lor  film.  Or  it  might  be  Fox's  . 
the  Boys,  featuring  Bette  Midlei 
the  lead  singer  of  a  USO  troupe 
Then  again,  Martin  and  Mi( 
could  make  it  big  while  Spielberj 
Co.  bomb.  That  would  probably 
acceptable  in  Hollywood.  Ri; 
now,  any  hit  will  be  magic  enou 
By  Ronald  Grover  in  Los  Any 


ENTERTAI^ 


112  BUSINESS  WEEK/NOVEMBER  4,  1991 


ILLUSTRATIONS  BY  TROY  THOMAS 


SPECIAL 


:'s  a  fascinating  spectacle.  The  people  and  institu- 
ions  whose  unrelenting  use  of  debt  fueled  the  Ex- 
cessive Eighties  are  suddenly  quiescent,  even  con- 
.  Once-mighty  real  estate  barons  are  quietly  filing 
bankruptcy  court.  Even  the  Street's  top  names  are 
he  defensive.  When  Salomon  Brothers  Inc.  fessed 
0  manipulating  government  note  auctions,  it  was  a 
of  the  times  that  Chief  Executive  Warren  E.  Buf- 
broke  with  Wall  Street's  tradition  of  genteel  defi- 
;  by  making  an  elaky^ate,  formal  apology, 
all  it  what  you  will/Perhaps  what  we  are  entering 
n  Era  of  Atonement,  in  which  we  all  must  suffer 
the  reckless 


ling  practices 

were  endemic 
ng  the  1980sJ 
ely,  taxpayers 
be  rending 
r  1040s  for 
rs  to  come,  a& 
/  foot  the  bill — 
he  tune  of  $500 
on — for  the  in- 
ipetence  and 
idacity  of  sav- 
5  and  loan  exec- 
es  and  the  ne- 
;t  of  state  and 
3ral  regulators, 
iier  to  grasp 
n  that  huge 
1  is  the  sting  of  unemployment  visited  upon  legions 
■efugees  from  financial-services  firms  and  leveraged 
outs.  And  the  cruel  consequences  of  the  credit 
nch  can  be  found  everywhereT] 
'et  those  harsh  realities  are  molding  a  new,  and 
mately  firmer,  financial  terrain,  as  mapped  out  in 

pages  that  follow.  "Deleveraging"  is  in,  though 
/  the  healthiest  companies  have  been  able  to  latch 

0  the  resurgent  stock  market 
ge  114).  Fortunes  are  being 
de  by  a  melange  of  investors, 
yers,  and  restructuring  spe- 
ists  who  are  riding  the  surge 
;orporate  reorganizations  (page 
).  But  for  the  survivors  in  the 
ancial-services  industry,  cau- 

1  is  the  byword.  With  economic 
wth  expected  to  be  slow  for 
irs  to  come,  banks  and  insurers 

not  likely  to  once  again  fall 
i  ninepins  before  the  charms  of 
:ional  real  estate  barons  such 
Atlanta's  John  Calvin  Portman 

(page  116).  With  bank  purse 


strings  drawn  taut,  many  buyers  have  been  unable  to 
snap  up  depressed  properties.  That  may  be  just  as  well, 
because  the  real  estate  doldrums  may  have  a  few  yeaps 
to  run. 

^^nu^ty  office  towers  are  but  the  most  visible  signs  of 
the  challenge  that  is  facing  the  world  of  finance]  As 
the  financial-services  industry  shrinks  still  further,  the 
layoffs  that  have  already  plagued  Wall  Street  will 
spread  through  banks  and  insurance  companies  (page 
118).  Investors,  who  have  already  seen  "safe"  income 
vehicles  such  as  annuities  turn  sour,  may  face  years  of 
picayune  yields  (page  122). 

Meanwhile,  reg- 
ulators are  en- 
gaged in  the  most 
extensive  reevalu- 
ation  of  the  finan- 
cial-services indus- 
try since  the  1930s 
(page  128).  Now, 
they  will  have  to 
find  a  perhaps-elu- 
sive happy  medi- 
um between  two 
extremes:  [Searing 
down  so  hard  that 
the  credit  crunch 
continues,  or  re- 
verting to  the  any- 
thing-goes  posture 
of    the  Reagan 
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COMPANIES  Recovery  isn't  about 
to  ease  the  credit  crunch. ..PAGE  114 

REAL  ESTATE  'A  lot  more  pain  to 
come'  PAGE  116 

FINANCE  For  firms  still  standing,  a 
favorable  prognosis  PAGE  1 1£ 

INDIVIDUAL  INVESTORS  They  re 
playing  a  riskier  game  PAGE  1 22 

WORKOUTS  Plenty  for  all  at  the 
bankruptcy  banquet  PAGE  124 


GOVERNMENT  Will  regulators  get 
tough — or  too  tough?  PAGE  128 


years  that  created  the  mess  in  the  first  place^ 

Look  closely  at  the  process  of  retrenchment  and 
reorganization  that  is  unfolding.  Yes,  the  pain  is  real. 
But  financial  companies  are  not  engaged  in  self-immo- 
lation. Rather,  they  are  in  a  healthy  process  of  regener- 
ation. The  system  that  will  emerge  will  be  leaner  and 
stronger,  better  able  to  take  advantage  of  the  innova- 
tions of  the  1980s  while  less  prone  to  repeat  the  era's 
abuses. 

Indeed,  the  first  firms  to  feel 
the  bite  of  the  new  era — Wall 
Street  brokerages— are  beginning 
to  emerge  from  their  ordeal.  Their 
payrolls  long  since  pared,  securi- 
ties firms  are  on  the  rebound. 
Profits  are  up  sharply,  balance 
sheets  are  being  strengthened,  ini- 
tial public  offerings  are  coming 
back,  and  some  firms  are  even  hir- 
ing. It's  a  far  cry  from  the  rip- 
roaring  '80s,  of  course.  And  in 
light  of  the  aftermath,  what  else 
is  there  to  say  but  "amen"? 

By  Gary  Weiss  in  New  York 
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THE  TIGHTWADS  ARE 
RUHHIHG  THE  SHOW  NOW 


And  this  time,  recovery  isn't  likely  to  ease  the  credit  crunch  for  capital-starved  companies 


"High  leverage"  is  a 
term  no  longer  ac- 
ceptable in  polite  soci- 
ety. With  the  stock 
and  bond  markets  hit- 
ting new  highs,  com- 
panies by  the  hun- 
dreds are  scrambling  to  deleverage,  by 
floating  equity  issues  to  retire  debt  or  by 
replacing  debt  wiih  lower-coupon  paper. 

Unfortunately,  a  far  greater  number  of 
companies  remain  walled  off  from  fresh 
capital.  They  include  many  large  compa- 
nies with  problematic  balance  sheets  and . 
most  of  the  907'  of  Corporate  America 
with  below-investment-grade  pedigrees. 
Banks,  shell-shocked  from  billions  of  dol- 
lars of  bad  loans,  are  the  most  stingy  lend- 
rers.  But  insurers,  mutual  funds,  overseas 
investors,  and  other  capital  sources  have 
also  sharply  cut  back  their  lending  (chart) 
to  borrowers  other  than  prime  credits.  All 


of  this  spells  trouble  for  the 
1990s,  for  below-investment- 
grade  companies  are  the  em- 
ployers of  most  Americans 
and  are  often  the  incubators 
of  tomorrow's  growth. 

£For  chief  financial  offi- 
;rs,  the  lesson  is  clear:  Ac- 
;ss  to  capital  is  emerging  as  the  crucial 
factor  in  corporate  success.  The  business 
world  is  dividing  up  into  two  tiers:  those 
companies  that  can  get  capital  and  those 
that  can't.  Those  that  can't  are  usually  the 
ones  that  need  it  most. 
PATCHING  CRACKS.  Consider  a  tale  of  two 
credits:  USG  Corp.  and  Hershey  Foods 
Corp.  USG,  the  nation's  No.  1  wallboard 
maker,  fended  off  a  raider  in  1988  by 
pumping  debt  up  to  a  backbreaking  $2.6 
billion,  paying  yearly  interest  rates  as  high 
as  16%.  When  the  housing  market  fell 
apart,  so  did  the  Chicago  gypsum-produc- 


er's ability  to  pay  the  horren 
dous  interest  tab.  With  the 
company  deep  in  the  red,  nc 
one  will  lend  or  invest  anoth 
er  dime.  To  keep  the  compa 
ny  from  falling  into  bank 
ruptcy,  Chief  Executive 
Eugene  B.  Connolly  is  forced 
to  perform  the  sad  1990s  ritual  of  begging 
creditors  to  exchange  their  bonds  for  low' 
er-paying  paper  or  for  the  nearly  worth- 
less stock. 

Hershey  is  everything  USG  is  not.  The 
candy  and  pasta  company's  profits  are  un- 
dented by  the  recession.  With  its  sterling 
credit  rating,  Hershey  in  February  easily 
floated  a  $100  million  bond  issue  paying 
8.8%  and  is  using  the  money  to  build  two' 
new  plants.  Says  Chief  Financial  Officer 
Michael  F.  Pasquale:  "There's  no  credit 
crunch  for  me." 
Spooked  by  the  surge  in  business  fail- 
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es,  capital  providers  have  seldom 
•en  so  choosy.  In  every  recession, 
course,  they  tighten  up  their  stan- 
.rds  and  won't  deal  with  risky  oper- 
ions.  This  time,  though,  they're 
ugher,  refusing  financing  to  al- 
ost  anyone  who  has  too  much  debt, 
ore  ominously,  they  intend  to  stay 
(htfisted  long  after  the  recovery 
imes.  Says  Frank  V.  Cahouet, 
airman  of  Mellon  Bank  Corp.:  "A 
hole  segment  of  companies  won't 
it  financing  and  will  atrophy.  You'll 
ive  to  wait  four  years  for  this  to 
osen  up." 

i>REiGN  FALL-OFF.  Banks 
e  the  most  prominent  skin- 
nts.  Regulators  have  pres-, 
ired  them  to  avoid  high- 
leveraged  borrowers, 
larmed  that  a  continued- 
ump  will  blight  his  reelec- 
on  campaign  next  year, 
resident  George  Bush  is 
ying  to  get  federal  bank 
caminers  to  ease  up.  But 
'■en  if  they  comply,  it's 
)ubtful  that  will  spur  much  more  lend- 
g.  Reason:  The  banks  can't  afford  to 
,ke  on  new  ventures  because  their  own  fi- 
mcial  performance  is  hurting. 
The  tightwad  ethic  is  as  strong  among 
le  less  regulated  institutions,  such  as  in- 
irers  and  mutual  funds.  Consider  how 
ley've  shied  away  from  one  of  their  fa- 
Drite  vehicles:  private  placements,  which 
re  direct  purchases  of  securities  from 
)mpanies  that  usually  are  small  and  less 
•editworthy.  Those  fell  27%  in  1990  and 
lis  year  are  expected  to  slide  8%  more. 
Even  overseas  investors,  who  have  long 
ivored  the  U.  S.  as  a  stable  and  easily  ac- 
jssible  place  to  put  money,  are  thinking 
vice.  For  the  first  half  of  1991,  foreign  in- 
estment  in  American  companies  was  a 
lere  $7.6  billion — less  than  a  third  the  lev- 
1  for  1990's  first  half.  Compared  to  the 
980s,  that's  pitiful:  Overseas  investment 
1  the  U.  S.  peaked  at  $71  billion  in  1989. 
Those  days  are  really  gone,"  says  David 
1.  Strongin,  director  of  international  in- 
estments  at  the  Securities  Industry  Assn. 
rade  group.  A  cheap  dollar  should  make 
I.  S.  investments  attractive.  But  while  a 
ew  foreign  money  mavens  are  investing 
1  U.  S.  institutions,  most  are  preoccupied 
nth  problems  at  home.  Japanese  inves- 
ors  are  pinched  by  their  wobbly  stock  and 
eal  estate  markets.  Europeans  are  busy 
ighting  their  own  recessions,  getting 
eady  for  the  falling  of  trade  barriers  on 
he  Continent  next  year,  and  helping  priva- 
ize  Eastern  Europe. 

Initial  public  offerings  of  stock  may 
lave  become  popular  lately,  but  a  lot  of 
ompanies  still  are  shut  out  of  the  IPO  par- 
y.  High-tech,  health  care,  and  specialty  re- 
ailing  are  hot;  steel,  chemicals,  and  pub- 
ishing  are  not.  Especially  if  a  lot  of  debt  is 
»n  the  balance  sheet.  That  was  the  fate  of 


Multi-Local  Media  Corp.,  a 
heavily  indebted  publisher  of 
regional  yellow-pages  direc- 
tories that  sought  to  raise 
$60  million  in  the  stock  mar- 
ket last  April.  The  Rockville 
Centre  (N.  Y.)  publisher  had 
shown  three  years  of  solid  growth,  and  it 
had  big  plans  for  the  future.  Still,  buyers 
were  willing  to  pay  only  a  fraction  of 
Multi-Local's  $11  asking  price,  and  the 
company  pulled  the  ofl:ering. 

None  of  this  means  that  investors  and 
bankers  are  keeping  their  wallets  shut  for 
all  comers.  Even  some  highly  leveraged 
enterprises  can  get  cash  or  capital — as 
long  as  they  happen  to  be  companies  such 
as  RJR  Nabisco  Inc.,  whose  recession-resis- 
tant consumer  products  deliver  a  torrent 
of  cash  flow. 

CRUISING  ALONG.  Goodyear  Tire  &  Rub- 
ber Co.,  the  country's  top  producer  of 
tires,  doesn't  enjoy  such  a  bountiful  cash 
flow.  But  analysts  still  fee!  it  will  be  able 
to  raise  the  $423  million  it's  seeking  in  a 
stock  oft'ering  to  ease  its  hefty  debt  bur- 
den. Wall  Street  likes  the  company's  earn- 
ings potential  under  its  highly  regarded 
new  CEO,  Stanley  C.  Gault.  The  fresh  capi- 


tal would  reduce  Goodyear's  66% 
debt-to-capital  ratio.  "Our  goal  is  to 
get  below  .50%,"  said  CFO  Oren  G. 
Shaffer  before  the  offering. 

Some  less  standard  sources  of  fi- 
nancing are  emerging  to  serve  cred- 
it-starved companies.  Several  new  in- 
vestment pools  take  minority 
positions  in  promising  new  middle- 
market  companies  that  aren't  ready 
yet  to  do  an  initial  public  offering. 
Lawrence  C.  Tucker,  a  partner  at 
Brown  Brothers  Harriman  &  Co., 
says  his  firm's  1818  Fund  looks  for 
"a  sector  with  promise  and  good 
management,  which  also  has  a  siz- 
able equity  stake." 

Commercial  finance  companies"" 
also  are  leaping  into  the  breach. 
Their  lending  activity  has  shot  up  al- 
most 30%  from  last  year.  Their  loans  usu- 
ally are  secured  by  the  borrower's  plant 
and  equipment  or  by  accounts  receivable. 
The  downside  is  that  these  loans  are  often 
of  shorter  duration  than  bank  borrow- 
ings— 2  to  3  years  vs.  7  to  10 — and  cost 
more,  often  two  percentage  points. 

Another  financing  source  enjoying  a 
boom  is  barter,  which  allows  cash-short 
companies  to  swap  goods  and  services. 
Since  1989,  these  deals  have  climbed  15%. 
While  the  appetite  for  barter  is  limited  in 
America's  cash-based  economy,  this  is  a 
way  to  save  money  at  the  margin — up  to 
about  $1  million  per  deal.  Icon  Internation- 
al Inc.,  a  New  York  barter  firm,  arranges 
exchanges  of  broadcast  ads  for  items 
ranging  from  hotel  rooms  to  root  beer. 

These  capital  providers  will  ease  the 
pain  for  thousands  of  companies  shut  out 
of  conventional  markets.  As  the  economy 
recovers,  mainstream  lenders  and  inves- 
tors will  become  more  forthcoming.  Still, 
the  near-term  prognosis  echoes  that  old 
anticapitalist  Karl  Marx:  The  rich  will  get 
richer,  and  the  small  or  highly  leveraged 
will  have  to  fight  to  survive. 

By  Larry  Light  in  New  York,  with  David 
Greising  in  Chicago  and  bureau  reports 
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'A  Uyr  MORE 
TO  COME' 


Real  estate  developers  and  lenders  are  locked  in  a  grisly  embrace 


Founded  on  vast  op- 
timism and  funded 
by  eager  lenders, 
the  prestigious  Port- 
man  real  estate 
realm  has  foundered 
in  the  lousy  property 
market  of  the  '90s.  Like  other  high-fly- 
ing developers  who  have  come  to  grief 
in  the  past  two  years,  John  C.  Portman 
Jr.  never  figured  that  demand  for  his 
gargantuan  projects  would  flag.  But  in 
1990,  massive  vacancies  forced  Portman 
into  a  killing  cash  crunch.  He  couldn't 
service  the  $2.1  billion  in  debt  that  had 
expanded  his  empire  of  concrete  and 
glass  from  his  Atlanta  hometown  all  the 
way  to  Shanghai. 

'The  woes  facing  Portman,  who  de- 
clined to  be  interviewed  for  this  story, 
are  shared  by  legions  of  other  wounded 
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developers,  from  New  York's  Donald 
Trump  to  Dallas'  Trammell  Crow  to  ob- 
scure suburban  players.  The  harsh  19.5% 
office  vacancy  rate  nationwide  also  is 
inflicting  pain  on  the  banks,  insurance 
companies,  and  other  financial  institu- 
tions that  lent  them  the  money  in  the 
first  place  (chart).  The  commercial  real 
estate  debacle  has  been  the  main  reason 
for  the  wave  of  big  bank  and  insurer 
failures  this  year. 

All  this  misery  has  radically  altered — 
and  complicated — the  once  simple  deal- 
ings between  borrowers  and  lenders. 
Traditionally  passive  providers  of  real 
estate  capital,  many  lenders  in  the  '90s 
are  finding  themselves  deeply  enmeshed 
in  the  actual  operations  of  the  buildings 
they  have  financed.  Loan  restructurings 
used  to  mean  merely  stretching  out  ma- 
turities and  hoping  for  the  best.  Nowa- 
days, restructurings  mean  close  involve- 
ment in  a  project's  operation,  with  strict 
financial-performance  targets. 

And  if  that  doesn't  succeed,  lenders 
aren't  shy  anymore  about  foreclosing. 
They  customarily  hated  the  upkeep  has- 
sles of  owning  property.  In  the  past,  if 
they  did  end  up  seizing  a  building,  they 
would  sell  it  ciuickly.  Now,  lenders  often 
hire  experts  to  run  the  place — for  years, 
if  necessary.  They  have  no  choice.  There 
is  no  longer  an  ever  rising  real  estate 
market  to  cure  a  building's  distress,  al- 
lowing a  sale  at  a  tidy  gain.  Says  Ken- 
neth Leventhal,  a  Portman  adviser:  "In 
this  market,  no  one  can  lic)uidate." 
HARD  LIKE.  Typically  these  days,  lenders 
and  fallen  borrowers  are  finding  them- 
selves forced  into  a  continuing  and 
sometimes  uneasy  partnership.  Lenders 
took  control  of  Portman's  holdings — his 
downtown  Atlanta  Peachtree  Center  of- 
fice complex  and  nearby  Inforum,  a  com- 
puter-merchandise mart — and  put  him 
on  probation.  He  has  five  years  to  turn 
his  finances  around  by  selling  or  refi- 
nancing $140  million  worth  of  real  es- 
tate. He  can  request  an  extension  only  if 
he  meets  cash-flow  goals.  Crow,  faced 
with  defaulting  on  dozens  of  mortgages, 
was  bailed  out  last  year  by  Equitable 
Life  Assurance  Society,  which  refi- 
nanced him  with  a  $456  million  loan.  One 
hitch:  He  had  to  surrender  to  them  a 


5# 


45%  interest  in  65  new  buildings.  For  the 
brash  Trump,  the  experience  with  lend- 
ers has  been  more  humiliating.  Last 
year,  he  had  to  cede  control  of  his  hotel, 
airline,  and  casino  kingdom  to  them  and 
live  on  an  allowance  (a  paltry  $450,000 
per  month).  Lately,  they've  been  making 
him  divest  other  prize  assets. 

The  lenders'  new  hard  line  is  a  little 
ironic:  They're  like  the  free-pouring  bar- 
tender who  suddenly  becomes  a  fire- 
brand of  temperance.  During  the  sweet 
times  of  the  past  decade,  banks  were 
easy  marks  for  a  developer  with  an  ar- 
chitectural plan  and  a  rosy-sounding  rev- 
enue projection.  Developers  often  had  to 
put  up  very  little  equity,  leaving  trust- 
ing lenders  on  the  hook  for  a  lot.  Says 
real  estate  attorney  Michael  J.  Shapiro, 
a  partner  with  Shereff,  Friedman,  Hoff- 
man &  Goodman  in  New  York:  "It 
seemed  that  the  more  zeros  you  added 
to  your  loan  request,  the  less  you  had  to 
put  down." 

That's  what  happened  with  Citicorp 
and  Portman's  60-story  One  Peachtree 
Center  in  Atlanta,  which  will  open  next 
year  but  is  only  40%  leased.  In  1989,  the 
nation's  largest  bank  made  Portman  a 
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$300  million  construction  loan — and  then 
lent  him  $78  million  for  his  equity  por- 
tion, secured  solely  by  his  signature 
guaranteeing  repayment.  The  bank 
won't  comment.  One  Citi  executive  in- 
volved in  the  deal  says  the  bankers 
thought  they  could  syndicate  the  con- 
struction loan  to  other  lenders,  but  the 
public  disclosure  of 
Portman's  difficulties 
stopped  that. 

Lenders  and  borrow- 
ers will  be  locked  in 
their  awkward  embrace 
for  a  long  time.  The 
current  real  estate  mar- 
ket slump,  the  worst 
since  the  '30s,  is  expect- 
ed by  a  wide  range  of 
experts  to  persist  for 
four  or  five  years.  Says 
Arthur  J.  Mirante  II, 
president  of  Cushman  &  Wakefield  Inc., 
a  major  real  estate  broker:  "We  are  at 
the  very  bottom,  with  a  lot  more  pain  to 
come."  Too  much  excess  space  was  built 
in  the  past  decade  for  demand  to  absorb 
soon.  That's  because,  even  when  the  re- 
cession ends,  there  likely  won't  be  a  re- 


peat of  the  surge  in  white-collar  and  re- 
tail employment  that  spurred  the  1980s 
construction  binge.  In  fact,  Corporate 
America  will  remain  committed  to  work- 
force downsizing.  Those  pink  slips  will 
mean  more  red  ink  for  real  estate. 

Just  about  every  region  of  the  country 
is  suffering.  The  vacancy  rate  in  Port- 
man's  Atlanta  has 
soared  fi'om  14.3%  in 
1989  to  19.8%  in  mid- 
1991.  Manhattan,  the 
largest  office  market  in 
the  nation,  is  burdened 
by  a  17%  rate,  with  the 
financial  district  hit 
hardest. 

The  higher  the  vacan- 
cy rates,  the  more  like- 
ly the  new  lender-bor- 
rower partnerships  will 
degenerate  into  strife 
that  leaves  both  sides  bloodied.  Take  the 
saga  of  Citi's  $250  million  loan  to  build  a 
41-story  office  tower  in  midtown  Man- 
hattan. The  place  is  as  empty  as  inter- 
stellar space.  The  bank  foreclosed  on 
1540  Broadway  in  April  and  now  is  em- 
broiled in  a  court  fight  with  the  owners. 


who  are  resisting  the  seizure. 
The  owners,  a  partnership  led 
by  VMS  Realty  Partners  and 
developer  Bruce  Eichner, 
could  not  be  reached  for  com- 
ment. Legal  skirmishing  could 
grind  on  for  a  year  or  more. 
Even  if  Citi  wins,  local  real 
estate  brokers  say  it  can  only 
unload  the  building  for  $100 
million,  607f  less  than  the 
mortgage. 

GRACE  NOTE.  Worse,  lenders 
sometimes  end  up  squabbling 
among  themselves.  By  the 
time  he  came  a  cropper  last 
year,  the  66-year-old  Portman 
had  collected  50-odd  lenders. 
Trust  among  them  ran  low. 
Unsecured  lenders  Chemical 
Bank  and  Germany's  DG  Bank 
sued  to  recover  their  money. 
Equitable  and  Nippon  Life  In- 
surance Co.  put  everyone  on 
edge  by  cutting  a  separate 
deal  with  Portman:  In  lieu  of 
loan  repayment,  they  received 
a  75%'  stake  in  Peachtree  Cen- 
ter; Equitable  bagged  95%-  of 
the  Inforum  computer  mart. 
Finally,  after  an  impassioned 
plea  by  a  Bank  of  Nova  Scotia 
representative  to  work  to- 
gether lest  Portman  slide  into 
a  bankruptcy  that  would  hurt 
everyone,  the  lenders  agreed 
to  Portman's  five-year  grace 
period. 

Portman's  deal,  though, 
that  even  the  most  carefully 
ender-borrower  partnerships 


shows 
crafted 

may  not  be  enough  to  rescue  ailing  prop- 
erties. Portman's  future  rides  mainly  on 
One  Peachtree  Center,  the  lone  piece  of 
the  Peachtree  complex  in  which  he  owns 
100%.  Even  if  it  attracts  more  tenants, 
the  1.4  million-square-foot  building  won't 
get  anywhere  near  the  $30-per-square- 
foot  rents  envisioned  in  the  project's  ini- 
tial financial  projections.  Perhaps  in  an- 
ticipation, Citi  has  written  down  the 
value  of  One  Peachtree  from  $378  mil- 
lion to  $270  million,  says  a  key  Atlanta 
real  estate  figure.  The  bank  won't  con- 
firm that. 

But  there  is  some  good  news:  Eventu- 
ally, the  market  will  turn  around.  New 
commercial  construction  is  negligible. 
None  of  the  past  decade's  lenders,  not 
even  the  Japanese,  want  to  finance  more 
construction.  So  the  vacancies  will  be 
absorbed  in  the  fullness  of  time,  allow- 
ing another  real  estate  cycle  to  begin. 
But  for  a  developer  on  a  short  leash, 
such  as  John  Portman,  that  could  be  a 
very  long  wait. 

By  Larry  Light  in  New  York  and  Chuck 
Hawkins  in  Atlanta 
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OLDER,  WISER— AND 
A  lOT  HEALTHIER 


Financial  institutions  have  come  to  terms  with  '80s  excesses 


mum 
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Richard  H.  Jenrette 
knows  what  it  feels 
lil\e  to  hit  bottom. 
As  chief  executive 
officer  of  Equitable 
Life  Assurance  Soci- 
ety, he  found  him- 
mount  a  publicity  cam- 
1990,  to  counter 


self  having  to 
paign  in  December 
rumors  that  Equitable  was  close  to  insol- 
vency. Since  then,  he  has  been  working 
hard  to  clean  up  the  company's  ailing 
real  estate  portfolio  and  raise  much- 
needed  outside  capital. 

But  Jenrette  won't  forget  being  raked 
over  the  coals  by  the  rating  agencies.  He 
says  his  feelings  are  best  described  by 
the  famous  line  from  Gone  with  the 
Wind,  when  Scarlett  O'Hara  swears  she 
will  never  be  hungry  again.  "With  God 
as  my  witness,  I'll  never  have  credit 
quality  questions  again,"  he  vows. 


Jenrette  is  far  from  the  only  financial 
executive  to  make  that  promise.  Badly 
burned  during  the  '80s  by  costly  overex- 
pansion  and  ill-advised  investments, 
banks,  brokers,  and  insurance  companies 
across  the  nation  have  developed  a  zeal 
for  fiscal  conservatism.  Rampant 
growth  has  been  replaced  by  consolida- 
tion and  shrinkage.  Financial  institutions 
are  laying  off  employees  by  the  thou- 
sands, selling  soured  diversification  ven- 
tures, and  often  seeking  out  merger 
partners. 

UNFORGIVING.  Although  financial  execu- 
tives insist  they've  learned  their  lesson, 
many  cynics  aren't  so  sure.  They  say 
financial  executives  often  profess  pru- 
dence during  slumps  only  to  shift  into 
overdrive  as  soon  as  the  cycle  shows 
signs  of  reversing  itself.  That  could  be  a 
big  mistake,  they  say,  especially  in  the 
slow-growth  environment  that  many  pre- 


dict will  characterize 
the  '90s. 

"  This  decade  will  b' 
unforgiving  for  otht 
reasons.  Rivalry  amon 
financial  institutior 
will  become  brutal,  as  deregulation  dil 
solves  anticompetitive  barriers.  Mori 
banks  are  expected  to  get  equity  unde' 
writing  powers,  allowing  them  to  offt 
full-service  corporate  finance  service; 
Brokers,  in  return,  are  becoming  banl 
ers:   Merrill  Lynch  &  Co.'s  overseas 
branches  are  starting  to  offer  bankinj 
services.  The  most  important  compet 
five  edge  may  be  credit  quality.  J.  I 
Morgan  &  Co.  will  flaunt  its  AAA  ra 
ing,  two  notches  higher  than  any  U. 
investment  bank. 

BACK  TO  BASICS.  Those  that  prevail  du: 
ing  the  coming  melee,  though,  should  b  i 
much  stronger  than  '80s  players.  "Ame: 
ican  financial  institutions  have  bee 
through  a  drying  out  after  a  night  of  to 
much  revelry,"  says  Roy  C.  Smith,  Ne^ 
York  University  finance  professoi 
"There's  more  to  be  done,  but  the  surv 
vors  of  this  economic  ordeal  are  gettin 
healthier  and  more  competitive." 

Nowhere  was  the  revelry  more  rai 
cous  than  on  Wall  Street.  From  1982  t 
1987,  the  bull  market,  takeovers,  an 
regulatory  laissez-faire  resulted  in  ric 
profits  for  the  Street.  From  1983  to  198' 
firms  expanded  their  work  forces  to 
total  of  260,000  from  205,000,  a  surge  o 
some  27'X.  They  bought  fancy  building 
and  accumulated  big  portfolios  of  risk 
bridge  loans  and  junk  bonds. 

And  it  was  on  Wall  Street  that  th 
bubble  first  burst.  After  the  1987  stoc 
market  crash,  firms  were  forced  int 
desperate  retrenching.  Employmen 
shrank  from  260,000  to  210,000.  By  199( 
the  industry  had  hit  bottom,  with  an  a^ 
gregate  loss  for  the  year  of  $162  millioi 
Back  to  basics  is  the  new  credo.  Firm  |^ 
have  cleaned  up  their  balance  sheets 
iThey  are  cutting  back  deal  divisions  an 
Iconcentrating  on  their  more  mundane  n 
jtail,  trading,  and  underwriting  open 
/tions.  Partly  as  a  result.  Wall  Stree 
\firms   such   as   Merrill   Lynch  an 
[  PaineWebber  chalked  up  strong  profit 
in  199rs  third  quarter. 

Those  few  firms  that  were  already  f( 
cused  on  bread  and  butter  rather  tha 
caviar  during  the  '80s  are  best  pos 
tioned  for  the  '90s.  A  prime  example  i 
Dean  Witter  Reynolds  Inc.,  a  division  o 
Sears,  Roebuck  &  Co.  Sears  spent  $60 
million  in  1981  to  buy  the  broker.  A 
though  Dean  Witter  lost  money  for  th 
next  few  years,  it  invested  in  its  reta^ 
sales  force.  On  the  institutional  side, 
avoided  junk  bonds  and  merchant  bant 
ing  and  put  its  attention  on  servicin; 
midsize  corporate  customers  and  its  ow: 
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UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE 
SUGGESTED  RETAIL  PRICES  FOR  CROSS  WRITING  INSTRUMENTS  FROM  $14  SOTO  $1,000  00 


retail  sales  force.  Dean  Witter  has  been 
pumping  out  steady  profits  ever  since 
1986.  "We  better  be  taking  care  of  that 
customer  at  a  lower  cost,  because  if 
we're  not,  someone  will  come  along  and 
push  us  down  the  food  chain,"  says  Phil- 
ip J.  Purcell,  CEO  of  Dean  Witter  Finan- 
cial Services  Group  Inc. 
LAGGARD.  Bankers  got  into  much  more 
trouble  than  brokers,  mainly  because  of 
huge  lending  misjudgments.  As  a  result, 
they  have  had  a  much  harder  time  get- 
ting back  on  track.  Now,  under  pressure 
from  regulators,  many  bankers  are  re- 
|)airing  battered  loan  portfolios  and  cai)i- 
tal  bases  and  are  slashing  ex- 
penses. Write-offs  for  problem 
real  estate  loans  should  peak  by 
year's  end.  Third-quarter  earn- 
ings already  reflect  a  recovery. 
The  big  laggard,  however,  is  Citi- 
corp, whicii  has  yet  to  build  ade- 
quate i-eserves  to  cover  its  prob- 
lem real  estate  loans. 

To  many  bankers,  the  current 
wave  of  mergers  offers  the  sur- 
est path  to  a  healthier  future. 
Take  Chemical  Banking  Corp. 
and  its  merger  partner,  Manufac- 
turers Hanover  Corp.  The  two  New 
York  banks  anticipate  a  savings  of  $650 
million  in  the  next  four  years  by  elimi- 
.jiating  offices,  people,  and  technology. 
Such  moves  should  give  the  merged 
bank  a  stronger  capital  base  by  attract- 
ing new  ecjuity,  executives  of  the  two 
banks  claim.  "With  an  improved  credit 
rating,  we  can  finance  ourselves  more 
cheaply  and  our  customers  as  well," 
says  Chemical  CEO  Walter  V.  Shipley. 
r~  "Chemical  is  already  reaping  profits 
I  through  greater  geographic  diversifica- 
tion, with  its  Texas  Commerce  Banc- 
shares  Inc.  posting  record  third-quarter 
earnings.  It  has  stressed  its  higher-mar- 
gin business  of  lending  to  midsize  Amer- 
ican corporations.  Its  ratio  of  total  equi- 
ty to  total  assets  rose  from  5.15';'  in 
1986  to  5.53%  in  the  third  quarter  of 
1991.  "We  are  a 
much  stronger  in- 
stitution for  hav- 
ing gone  lln-ough 
the  i  r:i  lis  forma- 
tion from  a  clas- 
sic money-cvnter 
bank  that  oper- 
ates in  the  nar- 
row  New   York  i  

market  to  being  broadly  based  in  Texas 
and  New  Jersey,"  says  Shipley. 
SOUR  DEALS.  Gains  from  mergers  may 
be  harder  to  achieve  than  many  bankers 
claim,  however.  Many  deals,  such  as 
C&s/Sovran  Corp.,  have  soured.  The 
Chemical  and  Manufacturers  merger  is 
taking  longer  than  planned,  clouding  the 
outlook  for  its  predicted  savings. 
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The  comparatively 
slow-moving  life  in- 
surance industry  has 
been  the  last  to  catch 
up  with  market  realities.  Like  the  banks, 
it  was  badly  damaged  by  real  estate 
loans.  Many  insurance  companies  also 
found  themselves  with  large  junk-bond 
losses.  Not  until  this  year  did  life  insur- 
ers find  they  were  much  more  vulnera- 
ble than  other  institutions  in  one  key 
area:  panic  withdrawals  by  customers,  i 
whose  policies  were  insured  only  by  of-  I 
ten  undercapitalized  state  funds.  ^ 

Tlie  first  alarm  was  the  collapse  of 
First  Executive  Corp.  in  April,  1991,  be- 
cause of  the  declining  value  of  its  mas- 
sive junk-bond  portfolio.  Then,  in  July, 
came  the  demise  of  Mutual  Benefit  Life 
Insurance  Co.,  which  hemorrhaged  from 
too  many  bad  real  estate  loans. 
Today,  the  insurance  industry  is  belat- 


edly repairing  its  balance  sheets  and  er 
barking  on  its  own  consolidation  wavl 
Phoenix  Mutual  Life  Insurance  Sociell 
and  Home  Life  Insurance  Co.  are 
cussing  what  would  be  the  first  comtj 
nation  of  two  major  mutual  life  compf 
nies.  Further,  foreign  money,  which  hs 
been  flowing  into  U.  S.  banks  and  br| 
kerages,  is  targeting  the  insurance  ii| 
dustry.  In  1990,  Switzerland's  Alliar 

\  bought  Fireman's  Fund  Insurance  Co. 
RIGHT  DIRECTION.  Equitable  is  a  perfe^ 
example  of  a  large,  troubled  insurer 
the  road  to  recovery.  It  has  attracted  $1 
billion  in  capital  from  French  insurtj 
AXA  and  has  embarked  on  a  plan  to 
from  a  mutual  to  a  publicly  traded  cor 
pany  by  selling  stock  sometime  in 
Already,  the  company  has  a  7%  ratio  c| 
equity  to  liabilities,  compared  with  4.31 
five  years  ago.  "I  see  the  industry  b(| 
coming  leaner,  pricing  its  product  t 
and  having  more  access  to  capital,'  say| 
Equitable's  Jenrette. 

While   there   will   still   be  setbaci 
ahead  for  insurers,  bankers,  and  brokerl 
during  the  '90s,  especially  if  the  econJ 
my  remains  weak,  there  is  a  trend  tcf 

\ward  a  healthier  system.  NYtJ's  Srr 

\believes  that  those  institutions  that  suil 
Vive  the  shakeout  will  have  a  globJ 

piompetitive  advantage.  The  reason  il 
That  deregulation  in  the  U.  S.  is  mucT 
further  along  than  in  Europe  and  Japarl 
where  financial  oligopolies  are  still  pnl 
tected  from  the  full  range  of  markel 

Jorces.  "The  U.S.  is  going  through  it| 
ordeal  first,"  says  Smith.  As  with 
group  of  reformed  alcoholics,  the  tricl 
for  U.  S.  institutions  will  be  to  avoid  thl 
ever-present  allure  of  another  destru(| 
five  round  of  revelry. 

By  Leah  Nathans  Spiro  in  New  Yori 
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In  a  surprise  turnaround^  three  oj  Uermany  s  top 
automotive  journals  rated  the  new  Audi  100  V-6  better 
than  the  Mercedes  300E  2.6  and  the  BMW  525i. 


Long  regarded  as  the  reigning 
monarchs  of  German  per- 
formance sedans,  Mercedes  and 
I  BMW  have 
never  had  much  con- 
cern about  a  possible 
dethronement  How- 
ever, that  was  before 
Audi  engineers  un- 
veiled their  most 
impressive  achieve- 
ment to  date.  The  all 
new  Audi  100. 

In  tests  conducted 
by  three  of  Germany's 
top  automotive  jour- 
nals, the  totally  re- 
designed Audi  100 
outscored  both  the 
Mercedes  300E  2.6 
and  the  BMW  525i. 
According  to  auto 

MOTOR  UND  SPORT,  the 

Audi  100  took  control 
of  the  testing  early 
and  often,  besting 
Mercedes  and  BMW 
in  Bodywork,  Han- 
dling and  Control,  and 
Economy.  "Audi  has 
succeeded ...  in  not 
j  ust  drawing  level  with 
the  competition,  but 
moving  ahead  of  it." 

It  would  seem  that  the  eight  years 
Audi  engineers  had  labored  over  this 
newest  of  Audis  had  indeed  paid  off 
As  Andres  Borchman,  editor  of  auto 
BILD,  said,  "The  new  Audi  100  is  no 
longer  number  three  among  the  dis- 
tinguished German  marques,  but, 
as  the  test  proves,  number  one." 

The  test  journalists  at  mot  made  it 
unanimous:  "The  Audi  is  clearly  the 
deserving  winner." 


Both  on  the  surface  and  beneath 
the  skin,  the  new  100  differs  drama- 
tically from  its  predecessors.  The 


Neither  Mercedes  nor  BMW  can 
top  it  Nor  can  they  any  longer  claim 
to  be  at  the  top  of  this  class.  That 
honor  now  belongs  to 
the  new  Audi  100. 


NEW  AUD1 100 
HAS  GERMAN 
MOTORING  PRESS 
DOINGA180: 


styling  is  more  dynamic.  The  interior 
is  roomier.  And  the  venerable  5- 
cylinder  power  plant  has  given  way 
to  a  172hp  V-6  engine  with  superior 
low-end  torque. 

One  area  that  wasn't  tested  but 
should  be  mentioned  is  the  Audi 
Advantage:  A  program  that  includes 
the  cost  of  all  scheduled  mainte- 
nance, even  oil  changes,  for  three 
years  or  50,000  miles. 


AUDI  lOOS 
AT  A  GLANCE 

GENERAL:  Front- 
wheel  drive,  5-passeng- 
er  sedan,  4-door  galva- 
nized body.  Base  price: 
$29,900? 

ENGINE:  2.8-liter 
SOHC  V-6,  iron  block, 
aluminum  heads,  172- 
hp.  Multi-path  induc- 
tion system. 
DRIVETRAIN: 

4-  speed  automatic  or 

5 -  speed  manual 
transmission. 
STEERING:  Rack-and- 
pinion,  power-assisted, 
vehicle  speed-sensitive. 
BRAKES:  ABS,  power 
vented  front  discs,  rear 
discs. 

PERFORMANCE:  0- 
60  niph  in  8.8  sec  /  Top 
track  speed  130  niph 
(manual  version)  26 
mpg  Highway,  19  mpg 
City; 

MAJOR  STANDARD 
EQUIPMENT:  Driver's  side  airbag, 
automatic  tensioning  front  seatbelts, 
power  steering,  windows,  seats,  and 
locks,  A/C,  cruise  control,  tilt  and  tele- 
scopic steering,  two-way  power  sunroof. 
SOUND  SYSTEM:  8-speaker  AM/FM 
stereo  radio/cassette  w/anti-theft 
features. 

*Pnce  based  on  MSRP  imth  mamud  tram. ,  excluding  taxes, 
Ikense.  freight,  dealer  charges  and  options.  Equipment 
levels  vary.  Prices  subject  tu  change.  '  1992  EPA  eslimales. 


For  tfie  Auto  Motor  Und  Sport  test  results,  call  1-800-FOR-AUDI. 
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CHASING  YIELDS  COULD  LEAD 
TO  NASTY  ACCIDENTS 


For  individuals,  the  days  of  liigh  returns  at  low  risk  are  gone 


FINANCING 


The  combination  of 
stubborn  recession 
and  fallout  from  the 

    _    excesses     of  the 

^■■■^  I  1980s  is  putting  mil- 
'  lions  of  Americans 
through  the  finan- 
cial wringer.  True,  the  stock  market  is 
near  its  all-tin)t'  high.  But  home  values 
are  falling.  Some  insurance  com- 
panies are  defaulting  on  annuities. 
High-yield  bonds  have  turned  into 
outright  junk.  So  just  when  safe 
products  such  as  certificates  of 
deposit  seem  to  make  the  most 
sense,  their  yields  are  tumbling. 
And  the  decline  in  rates  is  not 
temporary. 

—  In  the  1990s,  overall  yields  will 
be  substantially  lower  than  in  the 
1980s,  and  for  investors  to  get 
higher  returns,  they'll  have  to 
4-,take  much  higher  risks.  As  recent- 
ly as  16  months  ago,  short-term 
certificates  of  deposit  yielded 
close  to  8%.  Today,  that  same  six- 
month  CD  is  paying  about  5%. 
"People  have  been  spoiled  by  the 
high  returns  that  have  been  avail- 
able on  shor*^-term  debt  instru- 
ments," says  Michael  Metz,  chief 
investment  strategist  with  Oppen- 
heimer  &  Co. 

LEVERAGE  HURTS.  People  have  also 
been  spoiled  by  the  seemingly  un- 
interrupted appreciation  in  real  es- 
tate values.  But  now  the  payoff 
from  buying  a  home  is  no  longer 
assured.  "For  the  first  time  in 
many  people's  lives,  they've  been  burned 
by  real  assets,"  says  Stephen  B.  Tim- 
bers, chief  investment  officer  with 
Kempt  r  Financial  Services.  The  idea 
"that  leverage  can  hurt  you,  that  real 
estate  isn't  a  sure 
thing,  will  l)e  embla- 
zoned on  people's 
minds  for  a  long  time." 
"Those  days  of  open- 
ended  asset  apprecia- 
tion are  over,"  agrees 
Stephen  S.  Roach,  se- 
nior economist  with 
Morgan  Stanley  &  Co. 
The  '90s,  he  says,  will 
see  a  shift  of  assets 
away  from  real  estate 


and  other  tangible  investments  into  fi- 
nancial assets. 

And  in  shifting  to  financial  assets,  the  - 
decline  in  rates  is  pushing  investors  to- 
ward longer-term  securities.  A  year  ago, 
the  30-year  Treasury  bond  yielded  only*- 
1.5  percentage  points  more  than  the 
three-month  Treasury  bill.  Today,  the 
gap  has  widened  to  a  more  lucrative  3 
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points.  "People  are  under  tremendous 
pressure  to  lengthen  the  maturity  of 
their  portfolios,"  says  Timbers. 

To  get  a  sense  of  just  how  much  pres- 
sure exists,  look  at  the  money  pouring 
into  higher-yielding — 
and  riskier — bond  mu- 
tual funds.  This  year, 
as  of  August,  almost 
$40  billion  uf  new  mon- 
ey has  flowed  into 
bond  funds,  compared 
with  $6  billion  for  the 
same  period  in  1990,  ac- 
cording to  the  Invest- 
ment Company  Insti- 
tute. An  increasing 
amount  is  coming  out 


OO  91  ■ 

AS  Of  on  16 


of  banks,  where  competition  for  CD 
vestors  and  passbook  savings  accountS^ 
has  dried  up,  along  with  attractive  len(j 
ing  opportunities.  As  long  as  inflation  i|i 
low  and  the  economy  sluggish,  the  ir| 
flows  into  individual  bonds  and  bonl 
funds  are  likely  to  continue.  But  inve.'[ 
tors  have  to  expect  volatility.  On  Oct.  21 
talk  of  a  tax  cut,  which  could  add  tj 
inflation,  sent  the  price  of  the  30-yea| 
Treasury  bond  down  about  $13.75  per 
$1,000.  If  that  talk  becomes  a  reality 
bonds  could  tumble  a  lot  further. 
RISK  APPRECIATION.  In  the  quest  f n , 
higher  yields,  individuals  may  be  takinj  i 
on  risks  they  don't  fully  understanc 
Funds  that  invest  in  mortgage-backei 
securities  issued  by  government  ager 
cies  such  as  the  Government  Nations 
Mortgage  Assn.  have  attracted  many  in 
vestors  with  their  S'/c  yields  am 
minimal  credit  risk.  But  there  is  : 
major  drawback  to  such  "Ginni^ 
Mae"  funds.  As  interest  rates  fall 
holders  of  mortgages  are  mor 
apt  to  prepay,  or  refinance,  mort  ^Qpy 
gages.  That  returns  money  earl; 
to  the  fund,  which  reinvests  it  a  [ 
lower  rates,  lessening  the  fund'; 
stated  yield.  If  frustrated  share 
holders  yank  their  money,  the  loss 
of  principal  could  be  substantia 
as  the  share  price  of  the  func 
drops. 

More  innovative  products  an 
being  rolled  out  to  meet  investoi 
demand.  One  of  the  newest  is  the 
adjustable-rate  mortgage  (ARM 
fund,  which  buys  mortgages  wit! 
rates  that  are  reset  periodically 
rather  than  being  fixed  for  the  life 
of  the  mortgage.  If  interest  rate;  'OySC 
plummet,  more  flexible  arms 
won't  lose  as  much  value  as  mort 
gages  with  fixed  rates.  But  invest 
ment  advisers  have  a  basic  con 
cern.  Since  homeowners  are  mon 
likely  to  be  locking  in  fixed  rate; 
today,  they  wonder  if  an  imbal 
ance  in  the  supply  and  demand  foi 
adjustable-rate  securities  will  develop,  li 
supply  shrinks  as  demand  grows,  tht 
underlying  securities  could  become  mort 
expensive  and  pull  down  yield. 

Even  the  stock  market  is  attracting  CL 
money.  Conservative  stock  mutual  funds 
have  been  one  beneficiary,  but  some  in 
vestors  are  buying  stock  directly.  Over 
all,  equities  are  yielding  only  about  3%  ir 
dividends,  but  investors  are  waking  up 
to  the  idea  of  total  return — which  in 
eludes  capital  appreciation. 

There's  nothing  inherently  wrong  with 
reaching  for  higher  returns.  But  as  peo 
pie  chase  yield,  they  have  to  understand 
that  the  accompanying  risks  could  trip 
them  up. 

Bi/  Suzanne  WooUey  in  New  York 
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AMERIO^S 
WORKFORCE 

BANKRUPT? 


Mony  business  leaders  believe  the  answer  to  that 
question  is  a  frightening  "Yes."  They  perceive  on 
ODsence  of  connnnitment,  a  lock  of  maturity  and  the 
inability  to  absorb  training  to  be  an  alarming  trend 
in  much  of  today's  youth. 

But  perception  isn't  necessarily  reality.  Consider  the 
people  who  hove  served  in  the  Army. 

The  Army  enlists  quality  people. 

The  Army  believes  America's  youth  belong  in  school. 
Our  recruiters  ore  strong  advocates  for  good  study 
habits  and  high  school  completion.  We  believe  it 
pays  off. 

Over  98  percent  of  new  recruits  are  high  school 
graduates.  Over  two  thirds  score  above  overage  on 
the  Armed  Forces  Qualification  Test,  a  standardized 
aptitude  test. 

These  smart  new  soldiers  then  become  students  in 
the  nation's  largest  technical  training  organization. 
With  18  major  technical  training  complexes,  the 
Army  trains  young  adults  in  over  300  specialities, 
many  that  involve  high-tech  equipment  and  state- 
of-the-art  technology.  It  is  o  system  that  graduates 
over  100,000  men  and  women  each  year. 

Tronsferroble  skills. 


As  a  matter  of  fact,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  componies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  are 
reliable,  disciplined  and  hove  responsible  attitudes 
toward  work. 

How  the  Army  Career  and  Alumni  Program 
helps  America. 

This  year  about  150,000  men  and  women  will  leave 
the  Army  As  they  return  to  civilian  life,  they  bring 
with  them  self-discipline,  motivation,  and  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilion  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
training  in  job  search  skills  for  soldiers  and  their  fam- 
ilies. Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  moke 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  con  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier,  it's  also 
a  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 


Researchers  at  Ohio  State  University  found  that  50  It  mokes  sense  to  support  Army  recruiting  and  Army 
percent  of  the  people  recently  separated  from  _^  Alumni.  The  Army  will  continue  to  recruit  and 
the  Army  hod  transferred  the  occupational  ;    train  high-quality  young  men  and  women 

skills  acquired  in  the  military  to  their  civilian   /'^^         t'^^"    because  they  ore  the  key  to  maintoining 
employment.  This  was  slightly  better  than    h^i^S^sXJ/'i)^    America's  defense.  And  the  Army  will  con- 
the  rote  of  skill  transfer  by  graduates  of  tinue  to  return  to  the  civilian  sector  capable, 

business  schools  and  vocational/ technical  \^ ^^vw  mature,  highly-motivated  young  people, 
colleges.  But  beyond  occupational  skills,  X^JJitT^  ^M^  ready  to  Be  All  They  Con  Be  os  part  of 
soldiers  acquire  other  lifelong  qualities.  America's  work  force. 


THERE'S  PLENTY  FOR  ALL 
AT  THE  BANKRUPTCY  BANQUET 


Workout  pros  are  making  a  fortune  off  corporate  misfortunes 


Rhett  Butler  an  ora- 
cle for  the  '90s? 
Probably  not.  But 
Gone  With  the 
Wind' a  rakish  Civil 
War  profiteer,  who 
made  a  fortune  even 
as  the  South  was  losing,  offered  some 
oddly  prophetic  advice.  "Most  people 
don't  realize,"  he  tells  Scarlett  O'Hara, 
"there's  just  as  much  money  to  be  made 
when  a  society's  falling  down  as  when 
it's  rising  up." 

Quicker  than  you  can  say  Chapter  11, 
Rhett  Butler's  creed  has  become  a  rally- 
ing cry  for  a  growing  segment  of  Wall 


Street.  Restructuring,  once  a  finance-in- 
dustry backwater,  has  become  a  verita- 
ble gold  mine.  Charging  fees  of  $500  an 
hour  or  more,  legions  of  lawyers,  invest- 
ment bankers,  and  accountants  are  tak- 
ing in  millions  to  undo  the  damage  of 
the  '80s.  "It  has  become  our  own  cottage 
industry,"  says  Wilbur  L.  Ross  Jr.,  a 
restructuring  pioneer  whose  Rothschild 
Inc.  workout  group  was  launched  in 
1985.  "It  may  not  be  as  lucrative  as 
mergers  and  acquisitions,  but  there  is 
still  plenty  of  money  to  be  made." 

Indeed.  The  26  firms  involved  in  the 
Eastern  Air  Lines  Inc.  bankruptcy  in 
1989  charged  close  to  $86  million  in  fees. 


Former  Wickes 
Cos.  Chairman 
Sanford  C.  Sigo- 
loff  stands  to 
make  at  least  $12 
million  for  his 
work  on  liquidat- 
ing retailer  L.  J. 
Hooker  Corp.,  while  Ross's  firm  earne( 
$2.5  million  for  representing  just  th 
creditors  in  the  bankruptcy  of  Donali 
Trump's  Trump  Taj  Mahal.  And  the  big 
gest  reward  may  still  be  ahead;  The  doz 
ens  of  firms  working  to  dismantle  one 
time  Wall  Street  powerhouse  Drexe 
Burnham  Lambert  Inc.  received  $77  mil 
lion  in  fees  through  May — and  are  stil 
charging  $5  million  a  month. 
HIRING  A  HALL.  The  sheer  complexity  o] 
bankruptcy  proceedings  and  the  desin 
of  creditors  to  protect  their  interests  ac 
count  for  the  surging  industry, 
seems  that  every  investor,  every  credi 
tor,  no  matter  how  big  or  small,  comes 
to  the  table  with  his  own  lawyer  or  fi 
nancial  adviser,"  says  Christopher 
Beard,  publisher  of  Washington-basec 
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This  holiday 
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all  wrapped  up. 
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Open  the  market  that's  America's  most  affluent 
consumers,  with  HOLIDAY  GIVING. 

For  more  information,  call  Kate  Kirkland,  Marketing  Manager 
at  [212)  512-3226,  or  your  Busi}iess  Week  representative. 
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newsletter  Tuniaroinids  &  Workouts. 

Consider  Tucson  Electric  Power  Co. 
When  the  Arizona  utility  announced  an 
interest-payment  moratorium  earlier  this 
year,  it  rented  a  hotel  ballroom  to  fit  the 
nearly  200  creditors  and  their  seconds 
who  showed  up.  With  myriad  debt,  sale 
leasebacks,  and  other  financing  mecha- 
nisms to  deal  with,  10  law  firms,  a  dozen 
investment  advisers,  and  two  accounting 
firms  are  now  billing  time. 

With  so  many  companies  on  tlie  ropes, 
restructuring  crews  can  play  crucial 
roles.  Los  Angeles-based  Jeffrey  Chanin, 
a  lawyer  and  former  Drexel  investment 
banker,  draws  $200,000  a  month  for 
guiding  Carter  Hiiwley  Hale  Stores  Inc. 
through  Chapter  11.  This  summer,  he 
helped  earn  his  keep  by  coming  up  with 
a  novel  plan  to  persuade  bondholders  to 
sell  $431  million  in  bonds  to  Chicago  fi- 
nancier Sam  Zell.  Consolidating  creditor 
claims  and  bonds,  estimates  Chanin,  will 
save  six  months  in  bankruptcy  court  and 
$18  million.  For  his  efforts,  he 
will  claim  a  bonus  of  up  to  $1 
million  when  the  retailer 
emerges  from  bankruptcy. 
DEJA  VU.  Similarly,  Roth- 
schild's Ross  helped  earn  his 
$150,000  monthly  retainer  by 
negotiating  an  attractive  deal 
for  Orion  Picture  Corp.'s  bond- 
holders. In  August,  he  helped 
pressure  majority  shareholder 
John  W.  Kluge  to  add  $50  mil- 
lion in  capital  before  the  bondholders 
would  agree  to  swap  their  paper  for 
stock  and  zero  coupons. 

Ironically,  in  many  cases,  newcomers 
to  the  workout  industry  are  the  same 
folks  who  raised  money  or  struck  deals 
for  companies  that  now  are  going  sour. 
New  York's  Skadden,  Arps,  Slate, 
Meagher  &  Flom,  a  top  mergers-and-ac- 
quisitions  law  firm  in  the  '80s,  created  a 
75-lawyer  restructuring  unit  last  year  by 
reassigning  some  tax  and  other  corpo- 
rate attorneys  from  their  M&A  duties. 

Then  there's  the  Drexel  connection. 
Nearly  two  dozen  members  of  Drexel's 
high-yield  unit  have  landed  elsewhere  on 
Wall  Street  and  now  are  doing  restruc- 
turiiig  at  Kidder  Peabody,  Smith  Bar- 
ney, Aiex.  Brown  &  Sons,  and  Jefferies 
&  Co.  Leon  Black,  a  former  Drexel  exec- 
utive, now  runs  Lion  Advisors,  which  is 
counseling  France's  Altus  Finance  on  its 
proposed  $3  billion  purchase  of  ailing 
Executive  Lite  Insurance  Co.'s  junk- 
bond  portfolio.  "Sometimes,  it's  just  a 
matter  of  turning  the  same  company 
and  looking  at  it  from  another  angle," 
says  Kenneth  D.  Moelis,  a  managing  di- 
rector at  Donaldson,  Lufkin  &  Jenrette 
Securities  Corp.  who  arrived  with  seven 
former  Drexel  colleagues  in  early  1990. 

Workout  advisers  are  among  the  first 


'We  have  arrived 
at  the  age 


OF  THE  MILITANT 
INVESTOR' 

SANFORD  C.  SIGOLOFF 

FORMER  WICKES  COS. 
CHAIRMAN 


to  acknowledge  that  it's 
far  more  difficult  these 
days  to  strike  a  deal  be- 
tween management  and 
creditors.  Not  only  is  ev- 
eryone more  litigious, 
but  creditors  are  no 
longer  so  fearful  of 
Chapter  11.  "We  have 
arrived  at  the  age  of  the  militant  inves- 
tor," says  Sigoloff.  This  spring,  Los  An- 
geles lawyer  Stephen  Chrystie,  repre- 
senting a  group  of  vendors,  forced  MGM 
Pathe  Communications  Co.  into  involun- 
tary bankruptcy.  The  move  prompted  a 
management  overhaul  that  also  freed 
$16  million  for  his  clients.  Chrystie's 
take  was  roughly  107c. 

Whether  the  workout  profession  will 
continue  to  attract  as  many  new  players 
is  questionable.  Wary  that  advisers  will 
gouge  hapless  companies,  bankruptcy 
courts  increasingly  are  forcing  firms  to 
scale  back  or  rebate  fees.  A  Dallas  bank- 
ruptcy judge  rejected  more  than 
$400,000  in  fees  that  Bear,  Stearns  &  Co. 
had  billed  Southmark  Corp.,  while  a  Mi- 
ami judge  overseeing  the  General  Devel- 


THE  COSTOFACIEAN  SLATE 


Company 

Fees* 

Millions 

of  dollars 

LTV 

$120 

FEDERATED  DEPARTMENT  STORES 

90 

EASTERN  AIR  LINES 

86 

DREXEL  BURNHAM  LAMBERT 

77 

LJ. HOOKER 

45 

""Estimated  fees  for  legal,  accounting,  and  investment 
banking  paid  by  companies  since  declaring  bankruptcy 
DATA  BW 


opment  Corp.  bankruptcy  rolled  back  thi 
fees  of  11  firms  by  $1.5  million. 

What's  more,  with  clients  often  cash 
poor,  getting  paid  can  be  a  problem,  as 
Los  Angeles-based  Stutman,  Treister  & 
Glatt  knows.  Considered  one  of  the  lead 
ing  bankruptcy  boutiques,  the  law  firm 
still  is  waiting  for  a  judge  to  allow  halJ 
the  $7.5  million  it  charged  for  more  than 
15,000  hours  of  work  during  the  two- 
year-long  bankruptcy  proceeding  for 
Public  Service  Co.  of  New  Hampshire. 
'COUNTERCYCLICAL.'  Likewise,  Donald 
son,  Lufkin  &  Jenrette  took  $4  million  in 
stock  instead  of  cash  for  Saatchi  &  Saat- 
chi  Advertising  International's  restruc- 
turing earlier  this  year  and  $2  million  in 
notes  for  Orion's  debt-swap  offering 
"Often,  you  can't  charge  as  much  as  you 
might  if  the  company  was  going  well,' 
admits  Donald  S.  Bernstein,  the  lead 
bankruptcy  partner  for  New  York  law 
firm  Davis  Polk  &  Wardwell.  But,  he 
adds,  "it  is  still  a  good  countercyclical 
business." 

Even  when  the  cycle  changes  and 
companies  rebound,  some  cleanup  firms 
will  continue  to  profit.  Anticipating  that 
certain  companies  will  emerge  from 
bankruptcy  in  better  shape  than  ever, 
some  workout  specialists  want  an  even 
bigger  piece  of  the  action.  Sigoloff, 
whose  firm  is  working  on  four  restruc- 
turing deals  now,  says  he's  eager  to 
trade  his  firm's  "sweat  equity"  for 
pieces  of  the  companies  he  counsels.  The 
idea  is  simple:  What  goes  around  comes 
around.  Rhett  Butler  would  understand. 

By  Ronald  Grover  and  Kathleen  Kerwin 
in  Los  Angeles,  with  Lisa  Driscoll  in  New 
Haven 
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Investing  in  Mexico  is  truly  a  money-making  proposition. 

Just  ask  a  few  of  your  competitors  who  have .  Fortune  1000        serfi  n  i 
companies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  tliese  and  otlier  industries  are  profiting  from  investments  in  one  of  the  world  s  top- 
perfomning  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
plants  and  joint  ventures. 

So  much  so,  in  fact,  tliat  almost  a  full  65  percent  of 
Foreign  capital  invested  in  Mexico  has  come  from  corpora- 
dons  in  tlie  United  States. 

A  significant  portion  of  it  from  tlie  chents  300 
3f  Banca  Serfin.  For  as  Mexico's  most 
sxperienced  international  biink,  no  4K&9fc»»- 
me  has  arranged  more  sales  of 
state-owned  industry.  And  no  . 
Dne  can  provide  a  better  link   '  --^ 
'o  our  country's  fast-paced  growth . 

Because  we  offer  every  service  from 
investment  banking  and  export  finance  to  ^ 
M&A  and  maquiladora 


assistance.  In  short,  all  the 
capabilities  you  could  need 

So  talk  witli  Banca 
Serfin  about  an  investment 
m  Mexico.  And  see  what 
^/e  can  make  of  it. 


Mexico  Cih       New  York         Tok\o  London  Toronto  Los  ,\ngeles       Nassau  Belize  Seoul 

(525)709-7644   (212)574-9504  (8133)273-5911(4471)408-2151    (416)360-8900   (213)955-0749   (212)574-9500  (5012)7-81-79  (822)756-5186 
Foi-  more  infomiaHon  on  invesHng  in  Mexico,  call  toll-free  1-800-336-7330  (U.S.);  1-800-336-6899  (Canada). 


THE  DAY  OF  THE  REGULATOR 
DAWNS— BUT  FOR  HOW  lONG? 


Pressure  to  stimulate  lending  will  lead  to  conflict  in  Congress 


lili'Mi'Hnj 


The  1980s,  in  many 
ways,  was  almost  as 
much  a  regulatory 
debacle  as  a  finan- 
cial one.  Regulators 
were  not  the  main 
cause  of  the  collapse 
of  hundreds  of  savings  and  loans,  banks, 
insurance  companies,  and  brokerage 
houses.  But  few  observers  would  dis- 
pute that  regulators  often  were  lax  in 
supervising  these  institutions,  slow  in 
spotting  problems,  and  ineffectual  in 
trying  to  get  them  to  take  remedial  ac- 
tions. Regulators  also  were  asleep  at  the 
switch  in  spotting  wrongdoing,  which 
was  graphically  demonstrated  by  the 
Bank  of  Credit  &  Commerce  Internation- 


al fraud  and  the  Salomon  Brothers  Trea- 
sury manipulation  scandal. 

Regulators  now  are  moving  aggres- 
sively to  mend  their  ways.  In  abject  tes- 
timony before  Congress,  regulators  have 
been  admitting  misjudgments,  promising 
vigorous  enforcement  of  existing  regula- 
tions, and  proposing  new  rules.  Bank 
regulators  in  the  field  have  sharply 
tightened  their  oversight. 

It's  tempting,  but  still  premature,  to 
label  the  '90s  as  a  decade  of  regulatory 
rigor,  for  there  are  as  many  regulatory 
doves  as  hawks  in  Washington  these 
days.  Dovish  Bush  Administration  offi- 
cials are  at  odds  with  hawkish  congres- 
sional leaders  and  regulators  over  the 
crackdown  on  banks.  With  an  eye  to- 


ward next  year's  election,  officials  war^ 
regulators  to  ease  up  in  the  hope  thti 
banks  will  lend  more  to  help  the  sluj 
gish  economy. 

All  of  this  has  helped  produce  a  ra| 
ing  debate  in  Washington  over  the  ton 
and  direction  of  regulation  of  financit 
institutions  in  the  years  ahead.  Addin 
confusion  to  the  rancor  are  the  Admini; 
'tration's  mixed  signals,  with  some  off 
cials  encouraging  forbearance  and  oti 
ers  promoting  discipline.  The  resolutio 
of  the  debate  will  demonstrate  whethe 
we  have  learned  from  the  abuses  of  th 
'80s.  More  important,  it  will  go  a  Ion 
way  toward  determining  whether  fina 
cial  institutions  prosper  or  languish  du 
ing  the  '90s. 

MERGER  FRENZY.  The  moves  toward 
stricter  approach  are  most  apparent  i; 
banking,  which  remains  beset  by  billion 
in  bad  loans.  The  Federal  Reserve,  fo 
instance,  vows  to  enforce  stiff  capit 
requirements  on  the  institutions  it  reg 
lates.  Banks  that  want  to  participate  i 
new  businesses  or  the  current  merge 
frenzy  will  have  to  toe  the  capital  line  b 
get  a  green  light  from  the  Fed. 

And  despite  squawking  from  somi 
banks — and  some  senior  Administratioi 
officials — the  U.  S.  Office  of  the  Comp 
troller  of  the  Currency  doesn't  seem  in 
clined  to  back  off  its  strict  handling  o 
questionable  bank  loans.  The  Bush  Ad 
ministration  has  signaled  its  approva 
for  the  tough  line  by  putting  Fed  officia 
William  Taylor  in  charge  of  the  Federa 
Deposit  Insurance  Corp.  and  by  renomi 
nating  hard-liner  Robert  L.  Clarke  to  an 
other  term  as  Comptroller. 

There  also  is  increasing  talk  of  a  nev 
wave  of  regulation  in  other  sectors 
Growing  concern  about  the  solvency  o 
the  insurance  industry  is  behind  a  mov( 
on  Capitol  Hill  to  federalize  insuranct 
regulation.  "If  we  have  one  more  impor 
tant  insurance  company  failure,  th 
pressure  will  be  on  Congress  to  do  some 
thing,"  says  Georgia  State  University 
business  Professor  Harold  Skipper. 

There's  a  suggestion  that  Congres, 
might  adopt  a  model  state  insuranct 
code  that  would  set  minimum  capital  re 
quirements  and  limit  the  kinds  of  invest 
ments  insurers  could  make.  Among  oth 
er  ideas  under  discussion:  creating 
self-regulatory  organization  similar  t( 
the  National  Association  of  Securities 
Dealers,  which  polices  Wall  Street;  mak 
ing  insurance  fraud  a  federal  crime;  anc 
repealing  the  industry's  historic  exemp 
tion  from  federal  antitrust  laws. 

The  Securities  &  Exchange  Commis 
sion's  ambitious  chairman,  Richard  C 
Breeden,  wants  more  power  over  th( 
government  securities  market  so  thai 
the  SEC  can  more  effectively  deal  witi 
abuses  uncovered  by  the  Salomon  Broth 
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a  proven  product. " 
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ers  Inc.  scandal.  Currently,  the  SEC's  au- 
thority extends  only  to  prosecuting 
fraud.  Under  a  bill  proposed  by  Repre- 
sentative Edward  J.  Markey  (D-Mass.), 
Wall  Street  dealers  would  be  required  to 
report  large  trades  in  government  bonds 
to  the  SEC.  The  dealers  also  would  have 
to  implement  adequate  internal  systems 
to  comply  with  the  law. 
CLOUT.  It's  not  certain,  though,  how  long 
all  of  this  tough  regulatory  talk  will  en- 
dure. Some  policymakers  are  advancing 
the  argument  that  expensive 
latory  burdens  could  (juasli 
and  put  U.  S.  companies  at  a 
competitive  disadvantage  as 
capital  markets  become 
more  global.  The  SEf ,  for  in- 
stance, is  under  pressure  to 
ease  reporting  requirements 


new  regu- 
innovation 


and  give  the  economy  a  jump  start 
seems  technical  and  innocuous.  Among 
other  things,  it  would  encourage  banks 
to  make  new  loans — and  roll  over  exist- 
ing loans — to  real  estate  developers,  ca- 
ble-TV  franchises,  and  other  highly  lever- 
aged borrowers.  But  critics  worry  that 
this  could  set  the  stage  for  another 
wave  of  troubled  loans.  To  one  Wall 
Street  analyst,  the  plan  appears  aimed 
at  "getting  the  marginal  lender  to  lend 
to  a  marginal  borrower."  Robert  B. 
Reich,  a  public  policy  lecturer  at  Har- 
vard University,  worries  that  the  Admin- 


for  publiclv  held  companies 


and  investment  houses  in  or- 
der to  [)reserve  U.  S.  preemi- 
nence in  stock  trading.  If 
the  economy  continues  to 
sputter,  regulatory  doves 
will  have  even  more  clout  in 
forcing  hard-line  regulators 
to  back  down. 

Similarly,  the  Administra- 
tion would  fight  any  regula- 
tory intrusions  in  the  gov- 
ernment securities  market 
that  might  boost  the  cost  of 
financing  Washington's  bud- 
get deficit.  Says  one  senior 
Fed  official:  "We  need  to 
look  for  efficient  ways  to 
zero  in  on  abuses  without  a 
heavy  layer  of  regulations." 

Already  there  are  signs 
that  some  parts  of  the  Ad- 
ministration are  backing  off 
from  its  stiff  stance  on  bank 
regulation.  The  most  telling 
examples  are  the  Adminis- 
tration's proposal  to  over- 
haul Depression-era  banking 
laws  and  its  Oct.  8  package 
of  measures  to  combat  an 
alleged  credit  crunch.  Both 
seem  eerily  reminiscent  of 
Washington's  handling  of 
the  savings  and-loan  indus- 
try. A  decade  ago,  Congress  permitted 
S&Ls  to  seek  jirofits  in  risky  new  ven- 
tures— moves  that  often  led  to  their  un- 
doing. Now,  many  lawmakers  support 
the  Administrai'Tn  proposal  to  give 
banks  greater  pov/er;  to  sell  stocks, 
bonds,  and  insurance.  The  legislation, 
though,  is  likely  to  be  .^  •aled  back  be- 
cause of  opposition  from  some  Demo- 
crats who  fear  a  repeat  of  the  '80s. 

The  Treasury  Dept.'s  credit-crunch 
proposals  stand  a  better  chance  of  be- 
coming policy.  On  the  surface,  the  blue- 
print to  encourage  more  bank  lending 


THE  GREAT  TUG-OF-WAR 


TOUGHER  REGULATION  IN  SOME  AREAS... 

►  Bank  regulators  have  raised  capital  requirements  and 
forced  huge  write-downs  of  problem  loans.  Critics  claim 
that  could  impede  the  recovery 

►  Congress  is  mulling  federal  insurance  regulation.  Law- 
makers are  considering  a  model  state  insurance  code  set- 
ting minimum  capital  requirements  and  limiting  invest- 
ment options 

►  The  SEC  wants  broader  authority  over  the  government 
debt  market.  Now,  it  can  only  bring  fraud  cases 

...HAS  BEEN  MATCHED 
BY  LOOSER  PROPOSALS  ELSEWHERE 

►  The  Bush  Administration  is  pressing  Congress  to  re- 
peal limits  on  the  ability  of  banks  to  sell  stocks,  bonds,  and 
insurance.  Opponents  argue  that  similar  deregulation 
helped  create  the  thrift  industry  disaster 

►  The  Administration  wants  more  leniency  by  bank  exam- 
iners on  loans  to  real-estate  and  other  highly  leveraged 
borrowers.  Some  analysts  say  this  could  encourage  riski- 
er loans 

►  The  SEC  may  exempt  foreign  companies  that  issue 
stock  here  from  some  reporting  requirements.  The  agen- 
cy has  already  reduced  disclosure  for  securities  offered 
solely  to  institutional  investors.  And  it  has  relaxed  report- 
ing rules  for  stock  trading  outside  normal  exchange  hours. 
Critics  claim  these  moves  could  hurt  investors 


istration  is  sending  "a  message  that  the 
government  is  not  really  serious  about 
reforming  the  financial  markets." 

The  proposals  also  would  allow  bank- 
ers to  appeal  confidentially  what  they 
consider  onerous  reviews  by  field  exam- 
iners to  regional  higher-ups.  For  some 
banks,  that  would  mean  the  president  of 
the  local  Federal  Reserve  Bank,  who  is 
appointed  by  bankers  from  within  the 
region.  Critics  fret  that  bankers  may 
now  feel  freer  to  use  their  political  pull 
to  tone  down  bad  reports — much  as  for- 
mer thrift  executive  Charles  H.  Keating 


Jr.  did  to  forestall  a  regulatory  attack 
his  Lincoln  Savings  &  Loan  Assn.  Trea 
sury's  proposals  could  sow  the  seeds  fo 
"more  bank  scandals,  taxpayer  bailouts 
and  general  chaos  in  the  banking  indus 
try,"  worries  Representative  Frank  Ar 
nunzio  (D-Ill.),  chairman  of  a  key  Hous 
banking  subcommittee. 

Some  bankers  had  no  qualms  abou 
going  over  examiners'  heads  even  befor 
these  proposals  were  announced.  In  ; 
move  one  ex-regulator  deemed  "extraor 
dinarily  unusual,"  top  officials  at  th 
Comptroller's  office  in  August  overrule( 
examiners  who  had  toh 
Wells  Fargo  &  Co.  to  writ 
off  an  $85  million  high-risl 
loan  to  Revco  D.  S.  Inc.  Th^ 
examiners'  reasoning:  Th( 
Ohio-based  drugstore  chaii 
has  been  mired  in  bankrupt 
cy  since  1988,  two  years  af 
ter  a  leveraged  buyout, 

But  Wells  Fargo  CEO  Car 
E.  Reichardt  flew  to  Wash 
ington  to  argue — successful 
ly — that  with  Revco's  junl 
bonds  still  trading  at  rough 
ly  50$  on  the  dollar,  th 
bank  shouldn't  have  to  writ( 
off  the  entire  debt,  particu 
larly  since  the  chain  had  no 
missed  an  interest  payment 
Whatever  the  merits  of  th 
dispute.  Wall  Street  ana 
lysts  worry  that  the  episodt 
sends  a  troubling  signal  t( 
examiners:  Ease  up,  or  else 
That's  especially  true  givei 
that  Wells  Fargo,  whost 
portfolio  of  highly  leveragec 
loans  totals  $3.5  billion 
hasn't  written  off  anywhen 
near  the  share  of  such  loan 
other  banks  have. 

In  sum,  financial  regula 
'tors  in  the  '90s  will  have  t( 
walk  a  fine  line:  They  mus 
be  sensitive  to  the  need  t( 
bolster  a  struggling  econo 
my  and  maintain  U.  S.  com 
petitiveness.  But  they  als( 
must  be  strict  enough  t( 
prevent  another  round  o: 


A: 


'80s-style  abuses.  The  $500  billion  S&I 
bailout  is  a  grim  reminder  of  what  car 
happen  if  regulators  can't  strike  a  bal 
ance.  "The  last  thing  anyone  like  m( 
wants  after  2V2  years  of  the  S&L  deback 
is  to  get  on  the  wrong  side  of  forbear 
ance  river,"  says  Treasury  Deputy  Sec 
retary  John  E.  Robson.  "There's  no  prof 
it  in  that."  A  $500  billion  hit  can  wip( 
out  a  lot  of  economic  growth. 

By  Dean  Foust  in  Washingtor 


For  informotion  on  reprints  of  this  Special  Report,  col 
Business  Week  Reprints  at  609  426-5494,  or  write  Busines 
Week  Reprints,  P.O-  Box  457,  Hightstown,  N.J.  08520. 
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SPECIAL  REPC 


joe  Montana  is  a  li\ing  legend.  Ma)  (je  the 
greatest  quarterback  of  all  time. 

But  even  famous  people  like  to  team  up 
with  successful  investment  professionals. 

Like  Franklin.  A  leader  in  innovative  mutual 
funds.  For  example,  the  Franklin  U.S.  Govern- 
ment Securities  Fund.  It  aims  for  high  current 
income  and  a  high  degree  of  credit  safety. 

1-800-DIAL  JOE,  Ext.  655 

"Individual  securities  owned  by  the  fund,  but  not 
shares  of  the  fund,  are  guaranteed  by  the  U.S. 
government. 

This  advertisement  is  a  paid  endorsement. 


I  would  likf  a  irvv  prosjuH  tus  nn  tlir  l-  raiiklin  L  Goveriuiifut 
Securities  Fund,  containing  more  complete  information,  including 
charges  and  expenses,  I  will  read  it  carefully  before  I  invest  or  send 
money. 


I  am  currently  a  Franklin  shareholder 


BWK91 
655 


Name 


Addr 


City/State/Zip 


FRANKLIN  Distributors,  inc. 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Member  $50  Billion  Franklin  Group  of  Funds 


treet 


BY  GENE  G.  MARCIAL 


A  TAKEOVER  MAVEN 

SEES  GOLD 

IN  GOLDEN  BOOKS 


In  the  1980s,  investment  manager 
Lewis  Rabinowitz  scored  heavily  by 
taking  large  stakes  in  potential 
takeover  targets.  But  with  the  1990s' 
dearth  of  deals,  Rabiiiov^icz,  whose  R. 
Lewis  Securities  manages  about  $100 
million  in  investments,  needs  a  compel- 
ling reason  other  than  a  possible 
buyout  to  invest  His  latest  quarry  is 
Western  Publishing  Group,  familiar  to 
parents  and  children  for  decades 
through  (he  company's  Golden  Books. 
The  stuck,  which  trades  over  the 
counter  at  12,  is  up  from  9  just  a 
month  ago  but  is  still  a  "golden"  op- 
portunity, according  to  Rabinowitz. 

The  nation's  largest  publisher  of  chil- 
dren's storybooks  also  produces  relat- 
ed games  and  videos.  Western  has  sev- 
eral other  businesses,  too,  but  Golden 
and  related  products  accounted  for  75% 
of  its  fiscal  1991  sales  of  $493  million 
and  almost  all  of  its  $7.5  million  in 
earnings.  Besides  a  great  franchise. 
Western  has  a  debt-free  balance  sheet. 
SUITOR.  The  past  few  years  haven't 
been  easy.  Sales  of  Western's  once- 
popular  Pictionary  game  dried  up, 
which  helped  drive  earnings  down  66%, 
to  36<t  a  share  in  the  fiscal  year  ended 
Jan.  31,  1991,  but  profits  are  now  on 
the  mend.  The  company  has  stream- 
lined its  distribution  and  become  more 
aggressive  in  marketing.  Some  pros 
also  speculate  that  Western's  poorly 
performing  Advertising  Specialties  di- 
vision— which  makes  customized  shirts 
and  writing  instruments — might  be  up 
for  sale. 

Rabinowitz  estimates  that  Western 
will  earn  75$  to  80$  a  share  in  the  fiscal 
year  ending  January,  1992,  and  $1.45  to 
$1.55  in  fiscal  1993.  Based  on  that  earn- 
ings turnaround,  he  figures  the  stock 
could  double  in  the  next  12  months. 

And  that's  not  all.  Rabinowitz  thinks 
that  Western — which  had  considered 
selling  out  to  Paramount  Communica- 
tions in  1988  for  $26  to  $28  a  share- 
could  once  agaih  attract  a  suitor.  And 
he's  not  the  only  one.  Money  manager 
Mario  Gabelli  recently  boosted  his  com- 
pany's stake  to  29'''  in'. a  27%. 

A  New  York  investor  who  holds  a 
3%'  stake  thinks  Western  cK'  i  Richard 
Bernstein  faces  "tremendous  pressure 
to  drive  the  company  back  to  j  cofitabil- 
ity  and  prod  the  stock  to  its  old  high  in 


RABINOWITZ:  BEING  DEBT-FREE  HELPS 


the  upper  20s — or  somebody  will  try  to 
do  it  for  him  through  a  buyout."  Bern- 
stein owns  20%  of  the  stock. 

Western  watchers  speculate  that 
Paramount  may  be  interested  again. 
But  the  talk  focuses  on  Walt  Disney 
Co.  Whispers  are  that  Disney,  which 
has  a  five-year  licensing  agreement  for 
Western  to  publish  books  using  Disney 
characters,  will  need  very  little  prod- 
ding to  make  a  friendly  takeover  bid. 
Bernstein  insists  he  hasn't  solicited  any 
suitors.  Disney  declined  comment. 


BRAND-NAME  SKIN 
AND  BONE  MARROW 


With  biotech  stocks  chalking 
up  mighty  gains,  many  fear 
that  the  red-hot  industry 
may  have  peaked.  Not  so,  says  money 
manager  Elizabeth  Dater,  who  sees  a 
number  of  "compelling"  values  among 
the  industry's  undiscovered  companies. 
Dater,  a  managing  director  at  E.  M. 
Warburg,  Pincus,  is  accumulating  Mar- 
row-Tech shares  for  her  $38  million 
Counsellors  Emerging  Growth  Fund. 

At  13%,  Marrow-Tech  has  already 
doubled  in  the  past  two  months.  No 
matter,  says  Pincus:  Marrow-Tech  is 
an  "attractive  long-term  holding  for 
much  larger  gains  in  the  next  two  to 
three  years." 

Marrow-Tech  has  patented  its  tech- 
nology for  culture  replication  of  human 
tissues,  including  skin,  bone  marrow, 
and  cells  of  certain  organs.  Dater  says 
this  technology  has  potentially  broad 
medical  and  industrial  uses,  such  as 
screening  for  toxicity  of  household, 
cosmetics,  and  pharmaceutical  prod- 


ucts without  using  animals  or  humans. 
In  September,  the  company  signed  an 
agreement  giving  the  Belgian  unit  of 
Johnson  &  Johnson  exclusive  European 
marketing  rights  for  its  Skin2  toxicity- 
screening  kits. 

Marrow-Tech  also  plans  to  use  its 
technology  for  skin  replacement  in 
burn  victims  and  others  suffering  from 
skin  diseases.  "The  market  for  skin  re- 
placement in  burn  victims  is  huge," 
says  Dater,  who  figures  the  company  tt^ 
will  be  profitable  by  1994.  She  expects 
Marrow-Tech  to  do  other  joint  ven- 
tures, which  will  likely  culminate  inl 
some  pharmaceutical  giants  taking  siz-| 
able  equity  stakes  in  Marrow-Tech. 


AU  BON  PAIN:  STALE!  Il 
FRESH!  STALE!  FRESH!r 


lor  a  company  that  went  public! 
I  only  four  months  ago,  Au  Bonl 
Pain  has  already  attracted  al 
crowd  that  most  companies  try  tol 
avoid:  short-sellers.  The  short  interest 
in  the  stock  has  jumped  to  nearlyl 
800,000  shares  from  just  61,500  al 
month  ago.  Why?  The  shorts  think  this| 
fast-growing  Boston-based  chain  of  ur- 
ban cafes  will  stumble.  But  Au  Bonl 
Pain's  fans  aren't  daunted,  and,  to  thel 
shorts'  dismay,  the  stock,  initially  of-[ 
fered  at  9,  has  risen  to  13. 

Tom  Frank,  senior  portfolio  managerl 
and  research  director  at  Dreyfus,  the! 
giant  mutual-fund  manager,  thinks  Aul 
Bon  Pain  is  an  appetizing  investment.! 
The  chain  specializes  in  fresh-bakedl 
French  bakery  items,  such  as  ba-| 
guettes,  croissants,  and  muffins,  plus| 
sandwiches,  salads,  and  soup. 

Never  mind  that  the  stock,  based  onl 
four  quarters  of  profits,  trades  at  al 
heady  price-earnings  ratio  of  41,  saysl 
Frank.  True,  other  restaurant  chains! 
have  much  lower  multiples:  15  for  Mc-I 
Donald's  and  19  for  Wendy's  Interna-I 
tional.  "But  Au  Bon  Pain  has  found! 
the  right  concept  in  urban  restau-! 
rants,"  says  Frank.  He's  impressed  by! 
its  management,  which  is  setting  up| 
clusters  of  the  self-service  cafes  in! 
New  York,  Philadelphia,  and  Boston. 

Frank  also  notes  that  the  companyl 
has  had  fast  growth  despite  the  reces-[ 
sion.  And  he  expects  an  even  sharper! 
breakout  in  sales  and  earnings  next! 
year,  when  he  sees  profits  leaping  to! 
51$  a  share  on  sales  of  $87  million,  vs.! 
an  estimated  35$  on  sales  of  $68  million! 
for  1991  and  1990's  net  of  30$  on  $57| 
million  in  sales.  Frank  says  big  Mid-[ 
western  cities,  such  as  Chicago,  will  bel 
Au  Bon  Pain's  next  area  of  expansion.! 
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Florida 


it  comes  to  ovemi^kt  Lusiness  trips, 
tkere  s  only  one  element  we  cant  control. 

Living  oiil  <)(  a  suitcase  isn't  easy.  WKicli  is  wfiy,  at  Douhlclree  Hotels  arul  CIuIj 
lotels,  we  take  tKe  time  to  meet  tlie  intlividual  iiecJs  of  Inisiness  ti-avc,'ler>;. 

Upon  your  arrival,  you'll  find  elegant  accommoclations  antt'a  warm,  IricncUy  atmo- 
plierc.  Hut  wlial  really  sets  us  k'parl  is  our  people.  Because  at  Doiiklctrec,  we  Kave  a 
raclition  o(  maUing  eacli  ^uest  feel  special.  ^^^^^^^ 

So  the  next  time  you  liave  An,  c>vernig{Kt  ljusjness    |  ^^"^^  Jl^T  ^|     ^  J[^T^I 
rip,  gi^-  I )ouljletree  a  call.  Ajid  the  duly  tiling  you'll    H         O        T         E         L  S 
ave  lo  worry  ahout  is  bringing  an  uniljrello.  l-80()- 528-0444 

/\wn  youi  lrnvcU  taU-  you  Ici  (\iiiatla,  slay  witlioui  p.^rhicr.    Canadian  RjC  ifiC        HotclS  &  ReSOftS  l-8()().8.J8-V447. 
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CAN  ROD  CANION  STOP 
COMPAQ'S  EROSION? 


He  takes  a  $70  million  loss — and  gets  serious  about  cost-cutting 


It  has  been  a  painful  year  for  Compaq 
Computer  Corp.'s  Rod  Canion.  Bat- 
tered by  competition  from  the  IBM  PC 
clones  that  it  always  disparaged,  the 
company  that  once  set  growth  records 
for  U.  S.  industry  stopped  growing.  For 
the  year,  Compaq  will  show  a  10''  to 
15''  drop  in  revenues,  to  about  $3.1  bil- 
lion, analysts  figure.  On 
Oct.  23  came  the  big- 
gest !>low:  .\  $70  million 
loss  and  plans  for  the 
c  0  m  p  a  1 1  >•  -  first-ever 
lavoffs,  12  '  of  its 
12,000  workei-,-. 

That  kind  of  w  rench- 
ing change  has  become 
commonplace  in  the 
computer  industry,  but 
CEO  Canion,  46,  hwd 
hoped  Compaq  could  bo 
spared.  Now  that  it's 
happening,  he's  focus- 
ing on  the  future.  From 
his  office  at  the  compa- 


ny's sprawling,  tree-lined  Houston  head- 
quarters complex,  he  talks  breathlessly 
about  the  sweeping  changes  he's  imple- 
menting. His  executives  are  working  on 
a  new  distribution  strategy,  new  custom- 
er-support programs,  and  aggressive 
new  pricing".  And  Canion  is  engineering 
a  massive  internal  reorganization.  The 


COMPAQ'S  EARNINGS 
ARE  LANGUISHING... 


...AND  SO  IS 
ITS  STOCK 
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goal  is  to  put  Compaq  back  where  it  ha 
been  for  most  of  its  eight-year  history- 
several  lengths  ahead  of  other  maker 
of  IBM-compatible  PCs.  "We  didn't  tak' 
them  seriously  enough  before,"  Canio 
says.  "Now  we  are." 
'NEW  DESIGN.'  Indeed.  Canion  now  coi 
cedes  that  while  Compaq  was  plying  it; 
tried-and-true  formula — selling  prem 
um-priced  PCs  through  a  faithful  ne 
work  of  dealers — the  market  was  chan, 
ing.  Not  only  were  PC  clonemakeri 
becoming  more  technically  adroit,  bu 
they  were  using  new  channels,  including 
direct  marketing,  mass  merchandisers 
and  computer  superstores.  On  top  o 
that,  sluggish  economies  in  the  U.  S.  anc 
Europe  slowed  buying  by  the  corpora 
tions  that  Compaq  relies  on  most. 
Part  of  the  comeback  plan — expand 
ing  distribution  and  cut 
ting  prices — began  las 
spring.  But  the  boldes 
move  is  the  reorganiza 
tion.  On  Oct.  23,  Canioi 
split  the  company  intc 
two  semi-autonomouJ 
units:  one  to  develop 
and  market  high-enc 
systems  such  as  net 
work  servers,  anothei 
to  handle  mainstrean 
PCs. 

"We're  effecting 
more  change  in  1991 
than  in  any  year  in  oui 
history,"  says  Chairmar 
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DiallO+ATT+O 

+  the  area  code  and  number  you're  calling. 

When  you  make  a  long  distance  call  from  a  public  phone,  you're  some- 
times connected  to  a  company  other  than  AT&T.  A  company  that  could 
charge  you  2  or  3  times  more.* 

But  you  can  still  have  the  quality  service,  helpful  operators  and 
savings  you  expect  from  AT&T.  Even  if  you're  not  at  an  AT&T  phone. 
Just  dial  10+ATT+0,plus  the  area  code  and  number  you're  calling. 
In  seconds,  you  get  all  the  clear  connections  and  low  prices  plus 
the  convenience  and  ease  that  come  with  using  the  AT&T  Calling  Card. 

In  fact,  nobody  offers  more 
ways  of  helping  you  on  the  road 
than  AT&T 

So,  how  do  you  get  AT&T 
around  here? 
Easy 


^ATST 


(  (illiiifi  Canl 


83b  000  bl8  0  iiXi^^ 


*  Based  on  a  comparison  of  billed  charges  and  surcharges  of  alternate 
operator  service  companies 


How  can  we  help  you?  1 800  661-0661  Ext.  5313. 


AT&T 
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Benjamin  M.  Rosen.  "It  will  all  pay  off 
next  year."  Lately,  Rosen  has  been  put- 
ting in  more  time  in  Houston,  helping 
with  strategic  planning.  A  onetime  secu- 
rities analyst,  he  has  also  been  trying  to 
rekindle  Wall  Street's  love  affair  with 
the  stock  (which  went  from  $11  at  its 
IPO,  split,  then  peaked  at  $74).  But  it  has 
been  a  hard  sell.  It  didn't  help  that  Can- 
ion  sold  $9.8  million  in  stock  last  Febru- 
ary at  about  $70,  before  the  shares 
plunged  607'  .  But  analysts  i  psponded  fa- 
vorably to  the  Oct.  23  announcement. 
"Now,  they  can  accept  lowci-  niargins  on 
PCs  and  compete  on  price: — run  lean  and 
mean,"  says  Pru;!  /ntial  Securities  Inc. 
analyst  Rick  Martin. 


year,  net  profits  will  be  $130  million  to 
$150  million,  down  from  $455  million  in 
1990,  figures  Prudential's  Martin. 

There  is  no  mystery  behind  Compaq's 
profit  problems.  With  demand  flagging, 
PC  makers  have  bfeen  slashing  prices. 
Compaq  was  slow  to  catch  on,  but  it 
eventually  lopped  as  much  as  34%  off  its 
price  tags.  Even  so,  some  customers  and 
dealers  say  it  was  too  little,  too  late. 
Martin  Marietta  Information  Systems  in 
Chantilly,  Va.,  has  2,000  Compaq  PCs. 
But  it's  buying  1,000  NEC  Corp.  PCs:  At 
$1,500  each,  they're  207'  to  257  cheaper 
than  similar  Compaqs,  even  after  price 
cuts,  says  Steven  D.  Birgfield,  Martin 
Marietta's  manager  of  computing  stan- 


CHAIRMAN  ROSEN:  "WE'RE  EFFECTING  MORE  CHANCE  IN  1991  THAN  ANY  YEAR  IN  OUR  HISTORY'' 


Until  now,  Compaq  has  been  heavily 
centralized,  with  units  for  marketing,  de- 
velopment, and  such.  Decision-making 
has  been  by  consensus-building,  a  slow 
process  in  the  current  market.  Canion 
figures  s'>viller,  separate  units  with 
their  own  siaffs  of  engineers  and  mar- 
keters stand  a  better  chance  against  ri- 
vals. "We  need  a  new  design,"  he  says, 
"so  people  can  view  those  businesses  on 
their  own  merits."  Ea-h  business  will 
have  its  own  cost  struct i;  re,  so  the  price 
of  a  low-end  PC  won't  ha  ve  to  help  fund 
research  for  more  expensive  machines. 
SHRINKING  SALES.  Caniou  had  better 
hope  that  all  this  works — and  fast.  Com- 
paq sales  dropped  17'  '  in  its  quarter  end- 
ed Sept.  30,  to  $709  million.  And  earn- 
ings, before  the  $135  million 
restructuring  charge,  were  just  $27  mil- 
lion, vs.  last  year's  $124  million.  For  the 


dards.  "Compaq  narrowed  the  gap,"  he 
says,  "but  it  wasn't  enough." 

Some  dealers  say  that  price  cuts  have 
revived  demand.  Micro-Center  in  Akron, 
for  instance,  says  notebook  sales  have 
jumped  15''  to  20'-'.  Still,  Compaq  has 
lost  market  share.  In  the  first  eight 
months  of  1991,  the  company  supplied 
28.5'/f  of  all  PCs  sold  through  U.  S.  deal- 
ers, down  2  points  from  a  year  earlier, 
says  Computer  Intelligence/Storeboard. 

All  year,  Canion  has  resisted  pressure 
to  slash  overhead.  Indeed,  Compaq's 
costs  continued  to  rise.  In  the  second 
quarter,  sales  and  marketing  expenses 
were  $105.9  million,  up  from  $101.7  mil- 
lion a  year  earlier,  in  spite  of  a  177^^ 
revenue  falloff.  In  the  third  quarter,  the 
company  trimmed  operating  expenses  to 
30.4''J  of  sales  from  32'/'  in  the  second 
quarter.  But  that  compares  with  22.57 


at  A.ST  Research  Inc.  "Compaq  is 
ning  a  very  expensive  organization 
says  Safi  U.  Qureshey,  president  of  AS' 
One  example:  Compaq  just  stopped  pa 
ing  boarding  fees  for  the  pets  of  trave' 
ing  executives.  Other  perks  will  disaj] 
pear,  too,  as  will  up  to  407  of  to 
management's  compensation,  says  Car] 
ion,  who  was  paid  $2.3  million  in  1990, 

But  Canion's  cuts  aren't  so  deep  th 
the  fundamental  nature  of  the  compan 
will  change.  Compaq's  fate,  he  reckon; 
still  depends  on  its  technological  edgi 
And  that  means  a  hefty  research 
development  budget — more  than  77 
sales,  vs.  less  than  3.87  at  AST.  Its  mo: 
ambitious  effort  is  a  new  line  of  wor 
stations  due  in  1992  that  are  based  o 
reduced  instruction-set  computing  (RIS 
technology.  To  get  into  RISC,  Compa 
bought  a  137  stake  in  workstation  ma 
er  Silicon  Graphics  Inc.  and  earmarke' 
$50  million  for  joint  development. 

This  fall  brought  a  rush  of  new  PC 
starting  with  "modular"  desktop  co 
puters  that  can  be  upgraded  with  n( 
processors  and  peripherals.  In  early  0' 
tober  came  a  color  portable  based  o 
Intel  Corp.'s  speedy  80486  microchi 
Then  came  a  slimmed-down  Systempr 
its  minicomputer-like  file  server  for  ne 
works.  The  original  Systempro,  usin 
multiple  microprocessors,  fell  short 
the  company's  expectations,  partly  b€ 
cause  there  was  little  software  for  it. 
HEAVY  PORTABLE.  The  new  lineup  ma; 
not  make  much  difference,  however.  U 
gradable  PCs,  for  instance,  aren't  ne 
And  starting  at  $3,099,  Compaq's  ar| 
about  $900  more  than  those  from  riv 
AST,  says  Matthew  Fitzsimmons,  owne| 
of  ComputerLand  of  White  Plains,  N 
Compaq's  design  makes  upgrading  easj 
but  many  customers  question  the  co 
cept.  "The  direction  is  toward  cheape 
smaller  machines,"  says  Donald  W.  Ma 
to,  manager  of  technical  services  a 
Chevron  Corp.  "Within  three  years, 
should  be  able  to  buy  a  new  486  a 
cheaply  as  I  can  upgrade." 

The  color  portable,  the  machine  tha 
Compaq  cites  as  evidence  that  its  techn 
cal  prowess  is  intact,  may  be  the  bigges 
question  mark.  It's  among  the  first  poi 
tables  to  use  the  486,  but  it  won't  run  o 
batteries,  weighs  18  pounds,  and  i 
priced  at  $10,000 — when  competitors  ar 
showing  battery-powered  color  notebool 
PCS  listing  for  half  that.  "I  heard  Conr 
paq  introduced  an  18-pound  portabk 
and  I  want  to  know  who  buys  it  becaus 
maybe  I  can  sell  them  some  of  our  Ma 
portables,"  says  Apple  Computer  Inc 
Chairman  John  Sculley,  referring  to  hi 
company's  18-pound  "luggable,"  a  flop. 

On  the  marketing  front,  Compaq  i 
still  revising  its  distribution  plans.  Dea' 
ers  such  as  ComputerLand  Corp.,  wii 
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Swiss  Ingenui 


Riedel  Environmental  Technologies  had  an 
idea.  And  a  challenge. 

The  idea  —  to  develop  a  system  for  processing 
municipal  refuse  into  soil  conditioner  The  challenge 
—  find  a  bank  to  back  it. 

So  Riedel  came  to  one  of  the  leading  banks  for 
project  finance  in  the  U.S.  —  Credit  Suisse. 

Thanks  to  our  extensive  background  in  financing 
resource  recovery  projects,  we  quickly  understood 


the  new  technology  We  combined  this  knowledge 
with  our  own  brand  of  ingenuity  to  develop  a 
creative  financing  plan. 

The  result  —  the  Riedel  composting  facility  will 
soon  begin  operation  in  Portland,  Oregon.  Its  suc- 
cess could  one  day  benefit  the  entire  U.S. 

Plant  your  idea  at  a  bank  with  an  AAA  rating, 
Swiss  heritage  and  vast  experience  in  project 
finance.  Come  to  Credit  Suisse,  U.S.A. 


CREDIT  SUISSE 
CS 


Allania  ■  Chicago  ■  Houston  ■  Los  Angeles  •  Miami  •  New  York  ■  San  Francisco 


ThenewOL830hadtD 
hsmarterthan 


theOkidataOK! 


Smart 

Smart  price: $1999^* 

Gives  you  the  best  font  scaling  and 
graphic  output  from  over  5000  different 
software  applications. 
Offers  17  scalable  plus  26  bitmapped 
fonts,  standard. 

2  megabytes  of  memory  for  full-page 
graphics. 

Optional  second  paper  tray  for  second 
sheets,  alternate  letterhead. 
5-year  printhead  warranty.  (Plus  1  year 
parts/labor  on  entire  printer.) 


Not  So  Smart 

•  Not-so-smart  price : $2395-* 

•  Only  supports  font  scaling  and  graphics 
from  a  few  hundred  software  applicatio 
without  expensive  brain  surgery. 

•  The  best  it  can  manage  without  costly  add 
ons  is  8  scalable  and  14  bitmapped  fonts. 

•  1  meg  is  all  you  get,  standard.  Cant  ever 
remember  one  full  page  of  graphics. 

•  No  place  to  add  a  second  tray  You're 
smck  with  only  one  kind  of  paper  at  a  time 

•  Standard  1-year  warranty.  Not  so  smart, 


If  you  think  buying  the  smartest  8 
page-per-minute  business  printer  is  a 
smart  business  move,  we  think  you'll 
agree  Okidata's  new  OL830  is  a  stroke  of 
pure  genius. 

It  Takes  Brains 
To  Make  A  Smart  Printer. 

Okidata's  newest  printer  takes  just 
about  every  important  feature  of  the 
LaserJet  III  and  adds  an  IQ  boost  all  its 
own.  The  OL830  offers  more  typefaces 
and  fonts  for  better-looking  documents, 
and  more  standard  memory  for  full-page 
graphics.  An  optional  second  paper  tray 
fits  underneath  to  switch  between  letter- 
head and  second  sheet,  or  plain  paper  and 
envelopes,  without  reloading.  And  the 
OL830's  5-year  printhead  warranty  is  the 
longest  in  the  industry.  All  for  a  suggested 
retail  price  that's  hundreds  of  dollars  less 
than  the  LaserJet  III. 

So  Smart,  It  Already 
Knows  Your  Software. 

To  give  our  smart  printer  even  more 
smarts,  we  include  Printer  Control  Panel  ' 
autoswitching  software  from  LaserTools®- 
a  $149  value.  By  switching  automatically 
between  both  major  printer  emulations 
(Adobe's®  PostScript'VW  HP®  LaserJet), 
the  OL830  will  deliver  superb  output  and 


dazzling  graphics  with 
WordPerfect,®  Lotus® 
1-2-3,®  Harvard 
Graphics,®  or  just 
about  any  software 
package,  present  or  fu- 
ture, DOS  or  Windows 
Since  it's  also 
fully  Novell®  net- 
work-compati- 
ble,  users  on  a 
LAN  can  send 
output  from  dif- 
ferent applications  at 
any  time  without 
headaches. 


printer 


Our  Smartest  Feature: 
The  Okidata  OK! 


Most  important,  the  OL830  comes 
with  the  Okidata  OK!-our  personal 
pledge  that  your  new  Okidata  printer  will 
provide  not  just  adequate  performance, 
but  exceptional  perfor- 
mance-not  merely 
good  value,  but  out- 
standing value. 

For  additional  in- 
formation, or  the  name 
of  an  Okidata  dealer  in 
vour  area,  please  call  us 
at  1  (800)  OKI-DATA. 


OKIBAM  OK! 

We  don  t  just  design  it  to  work.  We  design  it  to  work  wonders. 

•Manufacturer's  suggested  recall  price,  Dealer  prices  niav  van.  HP  and  l.ascrjet  jre  Rci;  T.M.'snt  Hewlett  PjikarJ  Inc.  Adtibc  jnd  I'usrScripr  jrc  Reg.  I'.M  '■.  of  Adobe  S\ stems  Int.  Printer  Cnnrrol  Panel  is  a  TAI.  and  Lasci  \'w\s  is  j  Rci;,  I  > 
of  bserTonls  Corp.  WordPerfect  is  a  Reg.  T.M.  of  WordPerfect  Corp.  Lniusand  l-2-.lare  Reg,  TAI.'s  of  L.nus  Dcvclopmeni  Corp.  Mar\jrd  Graphics  is  j  Reg, 'I'M,  of  .Software  Publishing  Corp.  Windows  ha 'I, (if  Murosnlr  Corp,  Ukidji.i 
a  Reg.  T.M.  and  Okidata  OKI  is  a  I'.M,  of  OKI  Klettrit  lniJiistr\  Co.,  LTD  "We  don't  just  design  it  lowork  We  design  it  to  work  wonders,"  isa'r,M,  of  OKI  Ameriia  Inc, 
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still  be  the  biggest  channel,  but  it's  add- 
ing other  resellers,  too.  Its  basic  PCs  are 
now  available  in  10  Biz-Mart  Inc.  and 
Tandy  Corp.  superstores,  and  the  compa- 
ny says  it  will  be  in  100  such  outlets  by 
1993.  With  its  new  systems  division, 
Compaq  will  move  more  high-end  sales 
to  specialized  consultants  and  away 
from  dealers,  who  have  had  mixed  re- 
sults with  SystemPro.  In  SeptemJier,  for 


example,  Compaq  signed  Electronic 
Data  Systems  Corp.  as  a  distributor. 

Executing  the  new  plan  will  fall  large- 
ly to  Eckhard  Pfeiffer,  a  German  who 
formerly  headed  Compaq's  European  op- 
eration. Last  January,  he  was  given  the 
new  job  of  chief  operating  officer  with 
responsibility  for  worldwide  operations. 
Reporting  to  him  will  be  Gary  Stimac, 
head  of  the  systems  division  and  H. 


Douglas  Johns,  who  runs  PC  operations 
Canion  figures  that  he  has  finalli 
made  the  tough  decisions  that  will  ge 
Compaq  back  on  track.  "With  our  ne\| 
structure,  we  think  we  can  get  mor 
aggressive  and  gain  market  share,"  h| 
says.  If  he's  wrong,  1992  could  be  anotlj 
er  painful  year. 

By  Mark  Ivey  in  Houston,  with  burea 
'  reports 


m  IF  THE  U.S.  WEREN'T  TOUGH  ENOUGH 


Launching  ar  Anierican  personal 
computer  i;i  Japan  takes  nerves 
of  steel — especially  when  your  ex- 
isting business  is  already  hitting  a 
wall.  In  Japan,  you're  up  against  19 
domestic  players,  seven  of  them  con- 
glomerates with  more  than  $20  billion 
in  sales.  They  have  an  edge  over  for- 
eign players  in  both  distribution  and 
brand  awareness.  And 
most  make  electronic  com- 
ponents, so  they  get  first 
crack  at  new  technology. 

You  need  to  be  a  little 
crazy  to  face  such  a  lineup. 
Nonetheless,  after  three 
years  of  studying  the  Japa- 
nese market,  Compaq  Com- 
puter Corp.  last  month  set 
up  a  Tokyo  subsidiary.  The 
game  plan:  to  sell  high-end 
PC  systems  to  large  multi- 
nationals in  Tokyo  and 
steer  clear  of  the  cutthroat 
low-end  market.  It's  a  sen- 
sible approach,  but  as  Bar- 
ing Securities  Ltd.  analyst 
Michael  Jeremy  puts  it: 
"Even  if  Compaq  does  ev- 
erything right,  it's  going  to 
be  very  tough." 

The  biggest  headache 
will  be  distribution.  Com- 
paq's strongest  suit  these 
days  is  laptops,  but  more 


should  have  appointed  somebody  who 
understood  consumer  electronics." 

Not  so,  argues  Murai,  who  says  he 
won't  rely  heavily  on  the  typical  PC 
discount  shop.  "That's  not  the  correct 
entry  point  for  any  foreign  company," 
says  Murai.  "Going  through  business 
channels,  we  have  advantages  over  ev- 
ery other  manufacturer." 


MURAI'S  STRATEGY  IN  JAPAN  WILL  STRESS  HIGH-END  NETWORKS 


than  half  the  laptops  sold  in  Japan  are 
marketed  just  like  cameras  and  televi- 
sion sets — in  crowded  discount  shops. 
Products  sink  or  sail  on  the  basis  of 
price  or  the  latest  features — or  both. 
Because  of  the  advantage  the  Japanese 
have  in  designing  components,  Compaq 
can't  touch  local  rivals  in  their  ability 
to  churn  out  new  models. 
TWIN  ACES.  To  learn  the  ropes,  Compaq 
handed  control  to  Masaru  Vic  Murai,  a 
29-year  veteran  of  ib.m  Japan.  As  local 
critics  quickly  pointed  out,  the  new 
president's  experience  at  Big  Blue  was 
in  telecommunications  and  main- 
frames, not  PCs.  Sniffs  a  senior  manag- 
er at  a  large  Japanese  rival:  "Compaq 


What  he  has  in  mind  are  Compaq's 
twin  aces:  IBM  compatibility  and 
networking  skills.  As  Japanese  compa- 
nies spread  overseas,  they  need  com- 
puters to  communicate  across  conti- 
nents. Many  use  IBM  PCs  in  America  or 
Europe,  even  though  at  home  there 
isn't  an  industrywide  PC  standard.  The 
closest  thing  is  NEC  Corp.'s  PC  line, 
with  around  60%  of  the  market. 

So  Murai  hopes  to  hook  large  corpo- 
rations on  its  fully  IBM-compatible 
product  line  and  help  them  move  from 
mainframes  to  PC-based  local-area  net- 
works, or  LANs.  He  has  enlisted  giant 
trader  Marubeni  Corp.  and  such  outlets 
as  ComputerLand.  Now,  he's  trying  to 


sign  more  resellers.  And  since  LANs 
are  still  new  to  Japan,  says  Murai, 
"we're  getting  in  at  the  ground  floor." 

Maybe  the  second  story,  actually. 
Workstation  leader  Sun  Microsystems 
Inc.  and  software  supplier  Ungermann- 
Bass,  a  Tandem  Computers  Inc.  subsid- 
iary, brought  LANs  to  Japan  in  the  late 
1980s.  Then,  Novell  Inc.  arrived  in 
March,  1990,  and  sold  a 
20%  stake  in  its  new  Japan 
subsidiary  to  NEC,  Fujitsu, 
Toshiba,  and  others.  Now, 
the  Ministry  of  Internation- 
al Trade  &  Industry  is 
showing  interest  in  the  crit- 
ical networking  technology. 
Next  year,  MITI  plans  to  set 
up  a  $27  million  consortium 
with  100  private  companies 
to  develop  LAN  hardware 
and  software  products. 
LITTLE  BLUE.  And  while  IBM 
compatibility  is  essential  in 
the  rest  of  the  world,  it 
means  little  in  Japan.  Even 
with  plenty  of  Japanese- 
language  software,  IBM 
sold  just  126,000  PCS  in  Ja- 
pan last  year,  according  to 
market  researcher  Interna- 
tional Data  Corp.  That's 
one-eighth  of  what  NEC 
sold.  "How  can  Compaq 
make  a  dent  with  its  idea 
of  compatibility,"  asks  Kenji  Ishima, 
chief  researcher  at  Yano  Research  In- 
stitute in  Tokyo,  "if  Japanese  don't 
buy  IBM  PCs?" 

Murai  doesn't  have  all  the  answers, 
but  he  does  have  a  guarantee  from 
headquarters  not  to  interfere.  It  comes 
from  Chief  Operating  Officer  Eckhard 
Pfeiffer,  who  headed  the  thriving  Eu- 
ropean subsidiary  and  knows  the  value 
of  local  autonomy.  "If  I  fail,  manage- 
ment may  get  rid  of  me,"  Murai  jokes, 
"but  Compaq  is  in  Japan  to  stay."  In- 
deed, with  16%  annual  growth,  the  $7 
billion  Japanese  PC  market  is  just  too 
luscious  to  pass  up. 

By  Neil  Gross  in  Tokyo 
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Al  Jarreau  John  Glenn  Steve  Bell 

Singer,  Songwriter;  Ripon  College,  Wl  U.S.  Senator;  Muskingum  College,  OH  TV  Journalist;  Central  College,  lA 


John  W.  Johnstone,  Jr.  Julia  Child  Bob  Barker 

CEO,  Olin  Corporation;  Hartwick  College,  NY  TV  Chef  and  Author;  Smith  College,  MA  TV  Host;  Drury  College,  MO 


Slla  M.  Calderon  Ronald  Reagan  Frank  Resnik 

Former  Secretary  of  State,  Puerto  Rico;  40th  U.S.  President;  Eureka  College,  IL  Chairman,  Philip  Morris,  USA; 

Manhattanville  College,  NY  St.  Vincent  College,  PA 


There  are  big  advantages  to  a  small  college. 

Just  ask  these  people  who  graduated  from  small  colleges  and 
went  on  to  accomplish  great  things. 

They  chose  a  small  college  for  the  same  reasons  you 
should  consider  one:  High-quality  education.  A  wide  variety 
of  majors.  Small  classes  where  you'll  get  to  know  your 


professor.  Small  colleges  are  affordable  and  can  help  with 
financial  aid.  Those  are  just  some  of  the  advantages! 

If  you're  considering  college,  consider  a  small  independent 
college.  For  a  free  booklet,  send  your  name  and  address  to:  Council 
of  Independent  Colleges,  One  Dupont  Circle,  Suite  320, 
Washington,  D.C.  20036. 


SMALL  COLLEGES  CAN  HELP  YOU  MAKE  IT  BIG. 


sponsored  by  (     l(     The  Council  of  Independent  Colleges 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  crecientialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi 
cal  management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Manageu  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelraveler^ 

You're  better  off  under  the  Umbrella 


Special  Advertising  Section 


THE  NEW  WORLD  OF 


JemogT-aphics  and  economics  are  putting  an  end  to  one 
tf  the  most  treamred  aspects  of  American  employment:  cor- 
lorate  paternalism  that  often  gave  employees  100  percent 
'ompcmy-paid  health  insurance  and  retirement  security. 

Combined  with  the  absence  of  national  health  insurance 
trotection  and  the  perceived  weakness  of  the  social  security 
ystem,  the  forced  retreat  from  corporate  paternalism  is 
hanging  the  way  people  think  about  security,  company 
oyalty,  and  employment  itself.  This  compter  interplay  of 
■eal  and  perceived  changes  is  forcing  dramatic  alterations 
n  the  world  of  employee  benefits. 

Major  corporations  have  long  offered  their  employees  an 
irray  of  company-paid  insurance  and  retirement  benefits, 
ndeed,  while  other  societies  have  made  government  the 
najor  source  of  health  insurance  and  pensions,  in  the  US 
mployers  have  been  the  principal  providers  of  both.  Now, 
lowever,  most  employers  are  not  only  changing  the  range 
)f  benefit  choices  they  offer,  but  also  changing  the  basic 
tructure  of  their  benefits. 

The  driving  force  of  change  is  economics  which  is  forc- 
ng  employers  to  subject  their  benefits  spending  to  rigorous 
xamination.  Upon  assessment,  most  employers  find  that 
he  traditional  blanket  approach  to  benefits  —  total  cover- 
ige  for  everyone  —  is  subjecting  them  to  unneeded  expense. 
Is  Anthony  S.  Martin,  employee  benefits  consultant  at 
loopers  &  Lybrand  points  out,  employers  have  realized  that 
he  US  now  has  "a  lot  more  varied  workforce, "  and  as  a 
•esult,  the  one-sizefits-all  approach  to  employee  benefits 
ioesn't  work.  Young  workers  are  often  less  interested  in 
milding  retirement  benefits  than  older  workers;  those  who 
lave  a  working  spouse  covered  by  health  insurance  have 


different  insurance  needs  than  those  who  are  sole  breadwin- 
ners. Single  parents  and  childless  couples  place  very  differ- 
ent priorities  on  child  care  benefits.  Rather  than  attempt  to 
fashion  a  single  approach  that  suits  all  of  these  interests, 
many  employers  determine  a  sum  they'll  spend  on  each 
employee,  establish  a  menu  of  benefits,  and  then  let  each 
employee  choose  the  benefits  he  or  she  wants.  Says  Martin, 
"Employers  are  offering  employees  choices,  and  many  of 
those  choices  are  about  risks. " 

The  changes  underway  refiect  more  than  demographic 
diversity,  however.  Martin  cites  a  philosophical  change 
taking  place.  The  workplace  is  becoming  less  hierarchical. 
More  and  more,  employers  don't  want  to  be  paternalistic  — 
they  want  employees  to  take  more  responsibility. "  As  part 
of  this,  there  is  what  Conference  Board  President  Preston 
Townley  calls  a  "'new  thrust  toward  employee  self-manage- 
ment. The  days  of  corporate  paternalism  are  behind  us. " 

Corporations  have  been  forced  to  change  their  approach 
to  benefits  —  forced  by  costs.  Benefits  are  no  longer  the 
"fringe"  of  compensation;  today  they  often  add  up  to  20  to  40 
percent  of  wages.  And  companies  have  found  many  of  their 
traditiomU  benefit  promises  are  turning  out  to  be  surprisingly 
expensive.  As  a  result  of  unending  price  increases  in  medical 
care,  for  example,  health  care  expenses  now  consume  a 
sum  equal  to  26  percent  of  corporate  profits,  according  to  a 
study  by  Foster  Higgins  &  Co.,  a  benefits  consulting  fiim. 
Increasing  longevity  has  made  the  promise  of  a  pension 
more  costly  as  well.  And  the  combination  of  increased  lon- 
gevity and  rising  health  care  costs  has  led  cmplrvt  ^  tvho 
promised  to  pay  post-retirement  health  care  btnefn:-  lo  won- 
der what  they  were  thinking  when  they  made  such  a  pledge. 
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HEALTH  INSURANCE: 
NO  MORE  BLANK  CHECKS 

Nowhere  has  the  promise  of 
benefits  come  baek  to  haunt 
employers  more  visibly  than 
in  the  field  of  health  <  arv  . 
Employee  insuraruc  - osls 
have  been  rising  iieaiiv  20 
percent  per  year  a!  many  siz- 
able companies.  While  there 
are  several  rc.isons  for  this, 
one  major  pn)l)lem  is  the  lack 
of  incenlive  for  either  users 
or  suppliers  of  medical  ser- 
vices lo  contain  costs  as  long 
as  someone  else  is  paying. 
As  a  result,  a  numbei'  of 
employers  have  sought  to 
alter  the  indemnification 
structure  by  raising  deduc- 
tibles and  limiting  coverage 
in  the  belief  thai  if  employ- 
ees hear  more  of  the  costs, 
they  will  consume  fewer 
medical  services. 

But  Paul  W.  Glover,  sen- 
ior vice  president  of  the 
Travelers  Managed  Care  & 
Kmployee  Benefits  Opera- 
tions says  this  approach  is 
only  "chipping  away  at  the 
problem."  Changes  have  to 
be  more  pervasive  in  order 
to  hav  e  a  meaningful  impact. 
The  result  is  that  employers 
who  once  told  workers  to  just 
send  Ihem  the  doctor  bills, 
and  insurers,  who  once  sim- 
ply paid  lliose  bills,  are  both 
taking  an  .iggressive  role  in 
shihingfrom  reimbursement 
plans  lo  a  toiuiaged  care  ap- 
proach. Managed  care  is  a 
collection  of  aclivities  that 
includes  negolialing  dis- 
counts from  care  providers, 
requiring  second  opinions, 
and  encoiu'aging  preventive 
medicine.  HMOs  and  PPOs 
are  the  principle  mecha- 
nisms for  corUrolling  spend- 
ing in  the  managed  care  ap- 


proach, and  both  have  grown 
rapidly.  "We  believe  that  al- 
mosl  all  medical  care  will  be 
delivered  in  a  managed  care 
enviionment  in  the  near  fu- 
lur  e",  says  Larry  K.  Lance, 
executive  vice-president  and 
director  of  the  employee 
benefits  division,  ITT  Hart- 
ford Insurance  Company. 

Advocates  of  managed 
care  consider  it  the  best  hope 
for  providing  quality  care 
and  keeping  insurance  af- 
fordable. A  survey  of  nearly 


KEEPING  EMPLOYEES 
HEALTHIER  

Perhaps  that  is  why  another 
important  theme  in  em- 
ployee benefits  is  now  pre- 
vention: limiting  employees 
health  care  claims  by  keep- 
ing employees  healthier. 
"The  basic  idea  is  to  help 
employees  and  their  fami- 
lies reduce  demand  on  the 
system  by  improving  their 
lifestyles  and  their  ability 
to  take  care  of  themselves," 


2000  companies  conducted 
by  Foster  lliggins  &  Co. 
found  that  companies  spent 
about  $2685  for  each  em- 
ployee enrolled  in  an  HMO, 
—  17  percent  less  than  the 
.$52 1 4  spent  on  ei^iployees  in 
tr-aditional  indemnification 
plans.  Moi'eover,  while  the 
cost  per  employee  of  HMO 
coverage  rose  15.7  percent 
last  year,  indemnity  plan 
coverage  rose  21.6  percent. 
The  study  crystalizes  the 
economic  issues  in  health 
care  financing:  managed 
care  seems  lo  save  substan- 
tial amounts  —  but  costs  are 
still  r  ising  at  triple  the  infia- 
tion  r-ate. 


says  Donald  M.  Vickery, 
M.D.,  founder  and  chair-man 
of  the  Center  for  Corporate 
Health,  a  Travelers  subsid- 
iary involved  in  wellness 
programs  and  other  efforts 
to  promote  employee  fitness. 

The  Travelers  thoroughly 
studied  its  own  pr-ograms  in 
this  area  and  found  that  the 
funds  it  spent  on  health  pro- 
motion in  1 990  helped  it  save 
$7.8  million  in  employee 
benefit  costs  —  a  savings  of 
$5.40  for  every  dollar  spent. 
The  biggest  payoffs  came 
from  education  programs,  in- 
cluding effor-ts  lo  discour-age 
smoking  and  drinking  and 
encourage  healthier  diets. 


While  seeking  to  limit  healtl 
care  costs,  employers  havi 
continued  to  widen  the  kind 
of  coverage.  For  example 
Patrick  Gribbon,  Presiden 
of  the  fJelta  Dental  Plan  o 
Michigan  says,  "Dental  cov 
erage  is  growing  exponen 
tially,  even  in  an  environ 
ment  that  is  grinding  ever 
bit  of  value  out  of  each  ben 
efit  dollar."  The  reason,  h 
says,  is  that  "dental  cover 
age  is  a  popular  benefit  tha 
does  not  cost  too  much  t( 
pr-ovide."  According  to  Jin 
Bonk,  President  of  the  Dell 
Denial  Plans  Associalioi 
"even  after  a  decade  of  in 
i  redible  growth,  dental  cov 
erage  comprises  less  than  tei 
percent  of  a  typical  group' 
health  care  expenditures. 
It's  not  only  large  companie 
which  can  provide  denla 
benefits.  Delta  Dental  cov 
I'rs  groups  which  range  ii 
size  from  "the  1.8  millioi 
dependents  of  the  US  De 
pailment  of  Defense  dowi 
to  two  and  three  person  start 
up  firms,"  says  Erik  Olsen 
President  of  the  Delia  Den 
tal  Plan  of  California. 

The  newest  coverage  or 
the  horizon  is  long  tern 
health  car-e,  an  increasingly 
salient  benefit  for  an  aginj 
workforce.  "While  only  lh( 
largest  employers  initialh 
offered  long  term  care  poli 
cies  lo  their  employees,  w( 
now  see  more  mid-sizec 
companies  interested  ir 
sponsoring  this  coverage, 
notes  Larry  K.  Lance  of  ITT 
Hartford. 

Medical  costs  during  re 
lirement  are  a  mounting 
concern  for"  many  employ 
ers.  Last  December,  the  Fi 
nancial  Accounting  Stan 
dards  Board  stated  tha 


HOW  DO  YOU  PREPARE  FOR  A  RETIREMENT  THAT 
CAN  LAST  LONGER  THAN  THE  YEARS  SPENT  WORKING? 

While  few  of  us  may  be  as  physically  retirement  will  be  financially  fit  as  well.      about  Dreyfus  investments  and  services  for 
fit  as  John  Turner,  statistics  show  that  With  over  70  billion  dollars  in  assets,    your  4()l(k),  call  Paul  Allen  at  (800)  762-9523 

people  are  living  longer,  healthier  lives.  Dreyfus  enjoys  a  healthy  re-  "l^^k-,^^  ,f\        Ext.  292.  After  all.  shouldn't  your 

And  by  otYering  a  Dreyfus  401  (k)  putation  managing  peoples'  JkiKtwyIU.S  employees' financial  health  last 

plan,  you  can  see  to  it  that  your  employees'  money.  For  more  information  Group  Retirement  Plans  as  long  as  their  retirement".' 
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companies  must  begin  lo  rec- 
ognize these  fiilm-e  ohliga- 
tionsin Iheirllnancial  reports 
sometime  before  January  I, 
1995.  Companies  can  choose 
to  take  the  financial  lii! 
innnediately  or  spread  tiic 
amount  over  20  ycin.s.  hi 
Sepemher,  General  Klectric 
took  a  $1.8  billio:!  non-cash, 
after-tax  cbaigc  against  its 
quarterly  earnings.  Earlier 
this  year,  IBM  look  a  $2.5 
billion  charge  and  Abbott 
Laboratories  charged  off 
$128.1  million.  Although 
these  sums  are  not  actual 
cash  outlays,  they  are  subtrac- 
ted from  corporate  earnings. 

In  addition,  corporations 
have  to  tally  new  benefit  lia- 
bilities as  employees  accrue 
them.  To  lower  the  size  of  the 
obligation  they  must  report, 
many  companies  are  renego- 
tiating what  they  will  provide 
current  employees  when 
they  retire.  Ralston  Purina 
of  St.  Louis  and  Whitman 
Corp.  of  Chicago  are  among 
companies  v\hich  have  an- 
nounced plans  U)  slop  sub- 
sidizing medical  insurance 
premiums  for  future  retirees. 

Indeed,  although  the  range 
of  health  related  expenses 
for  which  employees  receive 
benelils is incieasing, the  pro- 
portion of  cost  paid  or  reim- 
bursed have  often  declined. 
Moreover,  a  study  by  llewell 
Associates. a  i  Lincolnshire,  II- 
linoisbctielilsi  onsultingfirm 
found  lhat  in  i ')?)(),  74  perceni 
of  employers  r('(|uired  work- 
er contribiilioiis  lo  family 
health  coverage,  ujj  from  (i5 
percent  in  1985.  Inci  easingly, 
employees  must  be  more 
prepared  to  share  pari  of  Ihc 
cost  for  each  component  of 
their  health  care  needs. 
continued 


As  more  and  more  US  companies  expand  internationally,  many  have  sought  to  bring 
their  employee  benefit  programs  with  them.  But  these  efforts  frequently  mn  up  against 
tfie  enduring  differences  in  national  legal  systems  and  social  mores. 

For  example,  health  insurance  benefits  can  often  play  only  a  very  limited  role  in  countries 
with  universal  public  sector  health  insurance  systems.  Pension  plans  are  also  hard  to 
replicate  in  countries  that  emphasize  government  retirement  programs  and  don't  provide 
favorable  tax  treatment  for  funding  corporate  pension  plans. 

Many  corporate  benefits  managers  have  also  been  surprised  by  the  difficulties  encoun- 
tered in  trying  to  turn  employees  into  shareholders.  Stock  and  stock  options  have  be- 
come highly  popular  in  the  US.  They're  considered  a  valuable  incentive  for  helping  the 
company  prosper  while  binding  the  employee  to  the  company.  However,  a  number  of 
American  companies  have  found  it  difficult  to  transplant  this  benefit  abroad. 

EASIER  SAID  THAN  DONE 

After  E.I.  Du  Pont  launched  an  innovative  global  stock  option  program  a  few  months  ago, 
it  discovered  it  couldn't  provide  stock  options  in  nearly  half  of  the  53  nations  in  which  it 
operated  because  of  laws  either  banning  stock  options  or  limiting  ownership  of  foreign 
shares.  The  company  substituted  a  "phantom  stock"  which  gave  employees  cash  in  re- 
sponse to  appreciation  of  the  stock  price  without  actually  distributing  stock.  But  in  at 
least  one  Latin  American  country,  Du  Pont  couldn't  give  employees  these  "appreciation 
rights,"  much  less  stock  options. 

In  July  1988,  PepsiCo  unveiled  a  stock  option  plan  called  SharePower  for  about  40  per- 
cent of  its  employees  around  the  world.  It  not  only  encountered  legal  hurdles  in  some 
countries,  it  also  found  that  in  certain  parts  of  the  worid,  financially  unsophisticated  staf- 
fers weren't  familiar  with  stock  or  options  and  therefore  weren't  eager  to  embrace  them. 

Cultural  problems  have  also  hobbled  these  programs  in  countries  with  strong  blue  collar 
socialist  traditions.  In  the  UK.  for  example,  shares  and  options  for  executives  are  well 
established,  but  share  ownership  among  rank  and  file  employees  is  fairly  new.  Some 
workers  have  seen  proposals  that  might  turn  them  into  shareholders  as  a  betrayal  of  their 
"class  interests". 

in  most  industrialized  countries,  however,  the  major  issues  are  tax  and  regulatory.  In 
France,  employee  profit  sharing  in  cash  is  required  of  all  but  the  smallest  companies. 
But  profit  sharing  in  the  form  of  company  stock  can  be  done  only  through  highly  complex 
procedures.  German  law  provides  only  limited  incentives  for  companies  to  put  stock  in 
the  hands  of  employees.  Stock  provided  by  a  company  to  its  employees  is  generally 
treated  as  taxable  income  at  the  time  of  transfer  unless  there  is  a  risk  of  forfeiture,  and 
in  the  case  of  stock  options,  a  tax  liability  is  created  at  the  time  the  option  is  exercised. 

As  a  result  of  the  legal  issues,  some  companies  have  emulated  Du  Pont  in  creating 
"phantom  stock"  as  a  form  of  compensation  that  acts  like  shares  of  stock  but  isn't 
really  stock  because  that  would  be  too  difficult... or  illegal.  For  many  executives  at 
multinational  corporations,  the  real  phantom  turns  out  to  be  the  universally  applicable 
employee  benefit. 


Ours  is  an  age  of  vanishing  loyalties.  Yet  the  client  relationships  of  one  insurance  connpany  endure. 
Every  year  it  retains  nearly  90%  of  the  property/casualty  clients  — small  businesses  to  large  — it 
served  the  year  before.  □  Why  this  insurance  company,  not  another?  Because  for  more  than 
180  years,  this  insurance  company  has  been  recognized  as  a  pillar  of  financial  strength  and  ^^''^ 
stability  in  an  otherwise  uncertain  world.  This  is  why  firms  that  come  to  ITT  Hartford  wjlll^i'-'^^'^ 
stay  with  ITT  Hartford.  □  When  you  need  us  most,  we're  at  our  best.         ITT  HARTFORD 

EK"  ©1991    ITT  Hartforcllnsurance  Croup,  Hartford,  CT  06115 
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REHREMENT  PROGRAMS: 
SHARE  THE  RISK  

Tliere  is  also  an  iinporlani 
shift  iiiiderwa\  in  relirenieni 
benellls.  Mary  tiarnabec  ol 
Dreyfus  Corp.  notes  thai  :\r 
fined  contribution  plains  ire 
growing  rapidly  .nid  now 
have  more  assels  than  de- 
llned  benefit  plans.  Defined 
benefit  plans  pay  a  specific 
benefit  to  refirecs — typically, 
a  proportion  of  their  wages 
before  retirement.  In  such 
a  plan,  the  employer  puts 
aside  mone'y  over  the  course 
of  an  employee's  career  and 
invests  it  in  order  to  have 
funds  to  pay  the  pension. 
The  emplo>er  takes  the  risk 
that  (he  investments  will 
generate  the  expected  re- 
turns; if  they  don't  the  em- 
ployer must  su|)plement  the 
original  contributions. 

Rather  than  take  this  risk, 
employers  are  increasingly 
Im-ning  to  defined  c-ontribu- 
lion  plans,  in  which  Ihey 
specify  what  thc\  will  con- 
h'ibute  to  each  employee's 
retirement  fund,  but  the  ul- 
timate retirement  income 
will  depend  on  the  invest- 
ment results.  Thus,  the  em- 
ploy ee  shares  the  iin  estmeni 
risk.  In  relur'n,  employees 
have  a  larger  voice  \n  choos- 
ing iio\A  I  he  hmds  w  ill  be 
iuNc^icd.  i  iiey  also  have 
greater  '■poiiabilily",  —  the 
ability  to  take  accumulated 
funds  with  lin-m  when  they 
mo\(>  lo  a  new  v  iiiuloyei'. 

401  (k)  plans  !ia\ <■  been  a 
major  compoiu  ni  of  this 
new  approach  lo  Innding 
retirement  inconu-.  'Nox- 
ember  1991  marks  the  tenth 
atmiversary  of  the  IKS  regu- 


lations that  enabled  employ- 
ers, for  the  first  time,  to  oITer 
401  (k)  pliuis,"  says  Mary 
Hudic  Barnabee,  president 
oi  the  Dreyfus  Group  Retire- 
ment Plans.  A  survey  of  609 
major  companies  by  Buck 
Consultants  revealed  that 
while  only  56  percent  of 
them  olfered  401  (k)  plans  in 
1984,  91  percent  had  such 
plans  by  mid- 1991. 

The  amount  of  money  ac- 
cumulating in  these  plans  is 
significant.    Barnabee  says 


,  accounts,"but  inmanycases, 
he  points  out  "They  don't  re- 
alize they're  taking  on  a  long 
term  inflation  risk  in  order 
lo  give  up  the  volatility  risk." 

Employers  have  been 
loathe  to  provide  too  much 
advice  for  fear  of  being  sued 
by  employees  if  their  invest- 
ments go  sour.  However, 
the  Department  of  Labor  has 
proposed  rules  thai  olTer  plan 
spon  sors  a  "  sa  fe  har'bor"  fro  m 
fiduciary  liability  if  they 
offer  several  adequately  di- 


"The  past  decade  has  seen 
401  (k)  assets  grow  from 
nothing  to  nearly  $195  bil- 
lion." According  to  a  1990 
Greenwich  Associates  sur- 
vey, nearly  half  of  all  401  (k) 
assets  are  invested  in  GICs 
(guaranteed investment  con- 
Iracts),  with  the  second  most 
|)opular  asset,  company 
slock,  trailing  by  20  percent- 
age points.  The  reason  lor 
this  emphasis  on  fixed-in- 
come investments,  says 
Marl  in  of  Coopers  &Ly  brand, 
is  that  "Most  employees  are 
alt  aid  of  se(>ing  a  loss  in  Iheir 


\ersified  investment  alter- 
natives as  w  ell  as  regular  op- 
portunities lo  transfer  funds 
among  them.  In  addition, 
as  com|)anies  and  employ- 
ees become  more  comfort- 
able with  40l(k)s,  not  only 
are  mor'c  iuxestment  alter- 
natives being  olfered,  there 
are  signs  that  employees  are 
becoming  conU'orlable  in 
taking  them. 

The  growth  of  the  401  (k) 
approach  is  being  mirrored 
in  the  non-corporate  setting 
with  405(b)  plans,  enabling 
a  wide  range  of  public  em- 


ployees, hospital  worker's, 
teachers  and  others  to  save 
for  r-etirement. 

Meanwhile,  some  soph- 
isticated companies  are 
developing  what  IBM  calls 
a  "cash  balance  plan"  com-» 
bining  elements  of  both 
defined  benefit  and  definedL 
contribution  plans. 


EXPANDING  THE  401(K) 
CONCEPT  

The  kind  of  sharing  of  con 
li  ol  and  of  risks  embodied  in 
401(k)  plans  seems  to  many 
observers  to  be  the  wave  of 
the  future  in  employee  ben 
efits.  Companies  want  plans 
that  give  people  choices  to 
suit  their  needs,  incentives 
lo  conserve  funds,  and  risks 
lo  share  with  the  company 
Barnabee  says,  "Perhaps  we 
will  see  the  401  (k)  concept  oi 
individual  and  corporate 
partnership  expanded  lo  as 
sist  in  saving  for  long  term 
iTiedical  care." 

Bui  that  concept  will  take 
some  getting  used  to  for 
many  people.  Wliile  some 
employees  have  embraced 
the  fiexibility  and  portabil 
ily,  others  are  confused  by 
Ihe  range  of  ojjtions.  Martin 
says,  "While  its  good  to 
offer  people  choices,  I'm 
not  siu'e  we  do  enough  yet 
to  help  them  make  the  right 
kind  of  choices."  During 
the  rest  of  Ibis  decade,  the 
number  of  choices  seems 
likely  lo  expand  and  be- 
come nu)re  complicated 
Advice  oti  how  to  make  in 
formed  choice  will  itself 
become  an  increasingly 
popular  em|)loyee  benefit 


Finding  a  dental  plan  is  one  tking. 

Finding  Its  participating  dentists  is  sometking  else. 


-liDiigk  tliere  are  many  dental  plans  to  ckoose  from,  tKe  Jentists  actively  under  contract 
witK  tliese  plans  are  few  and  far  between.  D  Not  at  Delta  Dental.  Over  two-tkirds  of  all 
practicing  dentists  nationwide  are  under  contract  wi  tk  us.  Tka  t  means  tkat  even  tkougk  your 
employees  are  free  to  ckoose  any  dentists,  tkeres  an  excellent  ckance  tkat  tkeir  personal  dentists 
are  in  our  network,  dl  Our  participating  dentists  kelp  ensure  quality  care  at  affordakle  prices  ky 
agreeing  to  follow  procedures  relative  to  treatment  reviews  an  dfeel  imits.  Tkat's  wky  tkey  re  tke 
cornerstone  of  Delta  Dental's  unique  tkree-point  system  tkat  also  incorporates  extensive  cost 
management  features  and  plan  design  f lexikility.  d  Its  a  program  on  ly  Delta  Dental  offers. 
Tkats  wky  we  now  cover  more  tkan  20  million  people  in  23,000  groups  and  pay  more  tkan 
two  killion  dollars  a  year  for  dental  care.  To  learn  more  akout  kow  your  group  can  kenefi) 
from  Delta  Dental,  call  1-800-441-  3434  today  ^ DOltd  DSlltBl 

America!^  Leader  In  Dental  Hertlth  Plans. 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKETrm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (3 12)  337-5633 


Business  Opportunities 


ALPH^IA 


Recycle  Ribbons  A  id  Cartridges 

Wall  Street  ,Hn«rnal  '89 

'  one  of  the  fastest  gmwmg  hminesscs    i      V  ...  LA5ERPRINTERS  AW  COPIERS ' ' 

OPPORTl'     *  \  OF  THE  90's 

Full  or  Pan  Time  •  Low  Ov(i  i\-;! '     .  cuge  .S160.00  per  hr.  mm.  •  4x6  Area  Needed 
Enormous  Profits  li  im,  Enurmous  Savings  To  Your  Customer,  and 
lb  The  Environmem!   livery  (.omputer  must  have  a  prmler  and  Alpha  Laser 
restores  better  than  orism  J  •  every  printer  ribbon  or  cartridge  •  1/10  of  original  cost 
•  superior  print  qculity  •  more  copies.. .Over  22,000  ribbons  and  cartirdges; 
Dot  '  airix,  Epson,  Wang,  Odidala,  Hewlet  Packard 

Af  FHA  LASER  PROVIDES  - 

•  Training  •  Supplies  •  Trade  Secrets  •  Marketing  Strategy 
•  Technic:]!  Support  •  Includes  Seminar  On  Laser  Repair  and  Maintenance 

•  3  plans  starting  at  $L19S,lX) 
Alpha  iMser  is  the  least  expensive  aiui  most  comprehensive  in  the  industi^: 
1-800-626-1601  ★  1-800-622-8903  *  1-904-677-1600  ★  FAX:  1-904-677-8747 

ALPHA  LASER  CARTRIDGE,  INC. 

600  So.  U.S.  Hwy.  One  •  Ormond  Beach,  Florida  32174 


Professional  Equipment 


The  professional 
weatherstation 
comes  home. 


Thanl(s  to  the  Weather  Wizard  II,  now  you 
can  have  a  fully  sophisticated  weather 
monitoring  system  right  m  your  own  home 
Wejiher  Wizard  II  has  all  il  takes  to  watch  the 
weather  like  the  puis  All  for  only  $195 

FEATURtS  INClUi: 
•Inside  &  Oi.tside  Teni 
•Wind  S(xi>d  *,  Oireri 
•Wind  Chill 
•Time  &  Dale 
•Alarms 


We.uher  Mm  W 

The  Professional 
I-HOME  Weather  Stai  in 

Only  $195  Add  $50  lor  sell-emptying  tain  (oilcrtoi 
Order  loday:  1-800-678-3669  •  8W611H 

M  -  F  7dm  Io5 10pm  Pacilir  Time  •  FAX  I  '>Iij-t,7(M))e^ 
MJC  and  VISA  •  Add  IS  lof  shipping  CA  residenls  add  wl«  Ux 

One-yeat  watanh  •  JOdav  monei^^  F;uaran1ee  | 

Bins  liSTRlHEUS  !465  Diabioavi,havw«rd, CA94545I 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  Norttieast 
Establisfied  businesses,  good  terms 

AFFILIATED  BUSINESS 
CONSULTANTS 

719-548-8888 
Colorado  Springs,  CO 


Health/Fitness 


Nordic  Fitness  Chair ' 
will  change  your 
life  forever. 

Look,  tcci  and  Ix- 
your  best.  Strength 
conditioning  with 
NordicTrack's  Nordic 
Fitne.s.s  Chair  offers 
important  health  and 
fitness  benefits  for 
e\ei"V'ine  Call  Now 


FREE  VIDEO 
&  brochure 


NordicFitnessChair 
1-800-848-7786  8«3ki 


tat 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  britfcase 
IS  fitness  logo" 

USA  TODAV 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON,  Wl  53715 

Maae  in  the  USA 


Corporate  Gifts 


FOOTBALL  FANS 
THE  ULTIMATE  GIFT  IDEA 

TO  ORDER  CALL  eOO-473-8480 
Visa/MC/AE  accepted. 


NFL  Team  Helmet  Phone 


New  NFL  All  Lealtier  Jackets 


A  real  conversation  piece  for  the  diehard 
NFL  fan.  Authentic  Riddel  Helmet,  titled 
with  an  ITT  Treadline  phone  Fits  standard 
nnodulariack.  Mounted  on  9' x  12' solid  oak 
base.  All  NFL  teams  available.  Agreatbuyi 

SPORTS  KRAZE 
1321  Peshtigo 
Add$7  95SAi         Naperville,  IL  60564 
IL  res  add  7%  lax 


100%  genuine  leairier  Pro  graphic  embroi- 
dered on  chest  and  back  Commemorative 
patch  on  leH  sleeve  Stand-up  spun  nylon 
collar  Heavy  wt  quilt  lining  Available  in 
NFL  NBA,  NHL  &  ML8B  &  Colleges 


Customer  inquiries 
708-369-9143 


Corporate  Gifts 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHESI 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  tfie 
dial  of  tfiis  elegant  watcfi. 
Precision  quartz  movement, 
goldtone  case,  leatfier  strap, 
sweep  second  tiand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  Idea..  Send  U.S. 
$16.50  along  witfi  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn;  l^r.  Yale 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver  '^^^.^ 

4S3MfRy  Ak,.  Dt|«.  BWE.  Hollittaii.  MA  01746 


Financial  Services 


NO  TIME  TO  READ 
STOCK  REPORTS? 


We  will  supply 
you  with  our 
stock  recominen-  ^_ 
dations  on  cassette,  C>  '-^^ 
so  you  can  listen 
while  driving  or  whenever 
you  please. 


STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000, 

The  Lanyi  Division  of 
Ladenburg,  Thalmann  &  Co, 
540  Madison  Avenue 
New  York,  NY  10022 


FEDERAL  LOANS 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


Capital  Available 


WE  HELP  FUND  IT  . . . 
YOU  RUN  IT  . . . 

*  Alternative  venture  funding 

*  $100,000  to  $15,000,000 

*  Early  stage  ventures 

*  Expansion  capital 

*  Aqulsitlons 

VENTURE  PARTNERS 
INTERNATIONAL 
1-800-888-4993 
880  Front  St.  #749,  Lahalna.  HI 


FOR  AD  KAIbb 

BUblNtbi  WtbK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

TOO  EAST  OHIO  STREET 

(312)  337-3090 

M  Ifl  #1  UKmTm^t  Him 

SUITE  632 

OR  WRITE: 

CHICAGO,  116061 1 

FAX:  (312)  337-5633 

Automotive 


Dealer  Invoices. 


Our  data  will  get  you  the 
best  price  on  a  new  car. 
Current  dealer  invoices  on 
over  700  makes  &  models. 
No  operators  or  salesmen. 
24-hr.  service.  You'll  save 
hundreds,  even  thousands 
of  dollars.  Call  today! 


Only  $5  per  call.  Touch  tone. 

New  Car  Price  Line » 

West  Palm  Beach,  FL  33401 

Business  Services 


IMMEDIATE 
CASH 

SELL  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 
417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


RESEARCH  RffORTS 

19,278  academic  topics  available' 
Send  $2  00  for  the  272-page  catalog 
Custom-written  reports  also  available 
RESURCH  «S»STJINCE 

1  1322  Idatio  Ave  ,  #206BF, 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  213-477-8226) 


AT&T  LONG  DISTANCE 

27%  Discount 
Free  Application 
No  Monthly  Charge 
800-327-7982  anytime 

Wm  Halle,  Sales  Agent 
GS  Long  Distance 
308  W.  3rd  Ave,,  Cheyenne,  WY  82001 


Computers /Office  Equipment 


BiTmflRYmflC 


NDUSTRIESINC 


Our  15tti  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Kaly  Fwy  Katy  (Houslon)  TX  77450 
1-713-392-0747  Fax  (713)  574-4567 


Computers/Office  Equipment 


WORRIED  ABOUT 
COMPUTER  RADIATION? 


This  handheld  meter  will  mea- 
sure your  monitor's  levels. 

Easy  to  use  and  understand. 

•  Perform  a  valuable  service  for 
your  users. 

•  Reseller  opportunities 

•  Qty  1  price  only  $795 

P.C.S.  1-800-888-1515  x  5505 
Fax  203-453-0505 


Wine  Cellars 


WINE  CELLARS  BY 


28  HANDMADE  V/OOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦MAbE  in  u  s  a 

FACTORY  DIRECT  TO  YOU  ^'^^Ts^^^y?,^"^ 

YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 

Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  *  134  W  131st  St(PO  Box6161E)»LosAngeles.  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

32495 

700 

Uprigtit 

600 

2995 

296 

Credenza 

280 

2695 

1 14 

Compact 

114 

1395 

230 

Two  Doors 

230 

1795 

700FUf? 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Corporate  Gifts 


CUSTOM  CHOCOLATE  HOLIDAY  GREETINGS! 

Our  Solid  Milk  Chocolate  Bars  With  Your 
Personal  Message  Make  Ideal,  Memorable 
Holiday  Gifts  For  Your  Special  Business 
Associates,  Friends  and  Clientsi  We  Will 
Inscribe  Your  Personal  Message  Free  On 
These  2  lb  or  8  oz  Chocolate  Greeting 
Cards  Guaranteed  On  Time  Delivery 
CALL  FOR  FREE  BROCHURE: 
1  -800-488-8006,  OR  FAX  1  -201  -967-1 977. 


Corporate  Gifts 


Let  us  "Spffl  the  Beans" 

Pick  up  the  $7.50  shipping  charge  and  we'll  express  deliver  a  16  oz.  glass  jar 
personalized  with  your  company  name  and  filled  with  20  fantastic  flavors 
of  Jelly  Belly-  the  "Original  Gourmet  Jelly  Bean  '  ."  Well  send  along  our 
1991  holiday  catalog  and  a  listing  of  our  specialized  Business  Gift  Services. 

At  Figi's,  with  nearly  a  half  century  of  experience,  we  know  how  to  take 
care  of  your  business!  Fast,  easy  ordering,  expert  advice,  professional 
service,  a  guarantee  of  100%  satisfaction  ...  an  array  of  impressive  gifts 
priced  to  impress  you  . . .  direct  delivery.  Find  out  for  yourself! 

caiiToday  1-800437-3817 

^    _  Refer  to  Gift:  #4366 

^nTT*  •    «   Dept.  Code:  039/9479. 

I'A  ^        'Offer  Expires  12/31/91 1 

siNCE^iw"  BUSINESS  GIFT  HEADQUARTERS 


HANG  YOUR  GOLF 
BALLS  ON  THE  WALL 

A  gift  for  your  favorite 
golfer.  Golfers  ail  over  the 
world  collect  and  save  golf 
balls  as  mementos.  Display 
precious  souvenirs  in  an 
exquisitely  crafted  lucite 
showcase.  Holds  30  balls. 


Made  in  USA. 


i29.95 


only 

Allow  4-6  wks  for  delivery,  (iltt  mailing  available  anywhere  in  USA. 
Product  No.  1)1001 .  Add  S4.(K)  P  &H.  CA  residents  add  sales  tax. 

All  major  credit  cards  accepted.  Call  Now!!! 

i^s^J^  1-800-437-8888 

2247  National  Ave.,  P.O.Box  5012.  Hay  ward,  CA  94540-5012 


Remington  Bronzes 

Now  available  to  collectors... 
Full  size,  museum  quality, 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  RemiDgton 
FREE  COLOR  CA  TALOG 
Mountain  Ikn  HT:»'  $695 

MUNYON  &  SONS 
1119  Waveily  Hts.  Dr.,  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS. . . 
EVERYDAY  LOW  PRICES  ON. . . 


HUNDREDs'oF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mmeusiNESsn^^^K 

mARKErrm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Business  Software 


Learn  these  popular 
software  programs 
in  just  4  nours... 
Guaranteed! 


Lotus*  2.0, 2.2, 3.1  and  Mni-os 

WordPerfect*  5.0  and   

MS-DOS* 3.3  and  nl  

dBASE  III  Plus»drlIV* 


Windows® ' 


Learn  fo  Use  a  PC 


Master  today  's  i  >,st-selling  software 
quickly  and  t-asily  with  MiCToTutor* 
self-paced  tutorials.  Our  "hands-on" 
approach  features  easy  step-by-step 
iastrurtons,  "real-world"  applications, 
on-screen  training,  and  much  more! 
 Learn  at  your  own  pace.  

Bir  IBMiomfkilihlei  .i  ''.'"nr  'i  'Ytlnks 

30-DAY,  MONEY-BACK  GUARANTEE 
ORDER  TODAY! 


Coll  tollfreel-800-828-2917 

or  FAX  to  1-717-343-8041 


$49.95  Mdi  i 

plus  $2  9Vorder  S  ii  H  ( PA  add  6%  Sales  Tax) 
or  wntc  10 

National  Learning  Systems 

Dep{  AEl'.ABl,  K>  Oak  Slrwl  Sainton  P,^  IKSIS 


BuslCalc  for  Windows  3 
An  easy  to  use  Business 
Calculation  Windows  Software  for 
iBM  PC/Compatibles 

■  Basic  M.Jlh  Calculation 

•  Mc-ific  ;  iigl.sh  unit  conversion  (length/ 
W.I  [;ht,>'aiee/y/olumeAemp) 

•  lenerfliea  mortgage  payment  schedule/ 
Amoni^aiion  table 

•  Simple/Compound  interest/Rate  conver- 
sion/No. of  days 

'  Annuity/Present  value/Sinking  fund/Re- 
tirement fund/Leasinp 

•  Depreciation  (SL/OB)SYD) 

•  Bond 

•  Sales  tax 

■  User's  constant  table 

■  On  screen  tape  recorder/memory  table 
'  Save/Print  the  result 

Mail  $49  Ctieck  or  M.O.  to: 
ADVANCED  BUSINESS  COMPUTING 
1 1 1  Cornwall  Meadows 
Patterson,  NY  12563 


HOT  STOCKS  'Revolutionary  Tool' 

Buy  Low.  Sell  High  Analyze  stock 
trends  Find  the  best  perlorming 
stocks  Update  yourself  in  minutes 
Take  the  nsk  out  of  investing  For  IBM 
PC  -  3  25  (loppy  Send  $39  95  plus 
$3  00  S&H  to 

BG  PORTFOUO  SOFTWARE 
P.O.  Box  658 
Rouses  Point,  New  York  12979 


Christmas  Items 


**  EASY  TREE'"  ★* 

7ft.  ERASER  FIR  Christmas  Tree 

Mounted  to  our  TRU  STAND" 
Boxed,  shipped  LTPS,  S&H  Included 
2  MINUTE  NO  TOOLS  SET-UP 
Order.. ..7918. ...$99.95 

Add  glO  WEST  of  Mississippi  River 
MC/VISA,  Check  ...Warranty  by, 

TWO  ELVES  FARM,  IHC. 

Rt.  1,  Bx  160,  Bakereville,  NC  28705 
800-42  ELVES: Fax  704-688-4050 


Menswear/Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
¥RU  CATALOG 

>  SHIRTS  TO  24-  NECK  &  40"  SLEEVE 
■  PANTS  TO  72"  WAIST  &  40"  INSEAtVI 
'  SHOES  FROIvl  SIZE  12  TO  16EEE 
•  100%  SATISFACTION  GUARANTEEDi 

800-678-6123 

g|-linG"Sizes 

DEPT2413.P.O.  BOX 9115 
HINGHAM  MA  02043 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety, 

styling  and  ^^"-"^^^^^^ 
quality  '■  •;,-^i<^'>^*^ 

Send 
for 
FREE 
CATALOG 

The  Wiaesl  Selection  ol  the  Wldesl  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

l)cpt..=..S(j  liiiifitiain,  .M.\  U2043 


Real  Estate 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
masterplanned  communities.  Only 
$10,900  w/owner-assisted  financ- 
ing available.  Free  color  literature. 

1-800-768-7358 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Life  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resumi 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  .  Dept  170 
Los  Angeles,  CA  90049  tJ  SA 


Collectibles 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-S137  •1-800-747-3242 


Cable  TV 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Brands.  Lowest  Prices.  Best  Senlce. 
For  FREE  IB-page  color  catalog  call 

■"c'tliSSfNTISOOl  234-1006 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


The  PGA  TOUR'S 
Best  at  Pinehurst  No.  2 


Fred  Couples 

THE  TOUR  Championship  features  the  top 
30  golfers  on  the  PGA  TOUR  playing  at 
historic  Pinehurst  No.  2.  Don  t  miss  the 
world's  greatest  players  battling  for  season 
ending  honors. 

ABC  television  coverage: 

Saturday,  November  2nd 
1:30  -  3:30  PM  EST 

Sunday,  November  3rd 
3:00  -  5:00  PM  EST 


THE  TOUR 

CHAMPIONSHIP 


Qbc  sports^ 


SPALDING 


I — ^ — 1 


BUICK 


United  Parcel  Service 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Autos 


THE  '92s:  SNAPPIER, 
SNAZZIER,  AND  SAFER 


n 
id  to 
mem 

01 


Me 

ts  0 

:  3 


AS  U.  S.  and  foreign  c;i) 
makers  unveil  their 
1992  models,  some 
cars  sport  all-new  looks  and 
all-new  names.  Sul  aru's  sleek 
SVX  sports  sedan,  for  exam- 
ple, has  a  uniqu  '  window  de- 
sign that  make  it  seem  as  if 
the  roof  is  supported  entirely 
by  glass. 

But  some  of  the  most  dra- 
matic new  offerings  carry  fa- 
miliar nameplates.  So,  just  be- 
cause you  know  the  old 
Eldorado,  Mercedes  S-class, 
or  Camry  doesn't  mean  you'll 
recognize  the  new  one. 

Cadillac's  new  Seville  and 
Eldorado  roll  out  with  little 
resemblance  to  the  past — or 
each  other.  Although  they 
share  the  same  engine  and 
other  under-the-skin  parts. 


SNUGGER 
SEATBELTS, 
SURER  BRAKES 


Safety  belts  are  still  your 
first  defense  in  a  crash. 
If  you  dislike  motorized  or 
door-mounted  belts  so  much 
that  you're  tempted  to  dis- 
connect them,  buy  a  car  with 
belts  you  will  use.  A  major 
improvement:  adjustable 
shoulder-belt  anchors  that  al- 
low both  tall  and  short  driv- 
ers to  raise  or  lower  the  belt 
above  their  left  shoulders  for 
a  snug,  more  comfortable  fit. 
They'll  appear  on  the  new 
Toyota  Camry,  Honda  Ac- 
cord, Olds  88,  and  others. 

Airbags  are  r.o  effective  in 
head-on  crashes — though 
less  so  in  side  t  lilisions  or 
rollovers — that  carmakers 
are  offering  them  in  lots  of 
new  models.  Honda  provides 
a  standard  driver's  airbag  in 


▲MERCURY  SABLE  Interior  improvements  include 
new  seat  fabrics  and  more  pleasing  gauge  designs 

•4 ELDORADO  TOURING  COUPE  This  $35,000  Caddy 
has  50%  more  rear-seat  room  than  a  Lexus  LS400 


the  two-door,  $82,470  Eldoi 
ado  and  the  four-door,  $34,975 
Seville  are  quite  different  in 
styling.  (All  prices  are  for 
base  models,  excluding  taxes 
and  destination  charges.) 
A  LONG  WAY.  Move  up  to  the 
$34,970  Eldorado  Touring 
Coupe  and  the  $37,975  Seville 
Touring  Sedan,  and  they're 


the  $10,555  Civic  but,  surpris- 
ingly, not  in  the  Acura  Inte- 
gra, which  is  expected  to 
cost  about  $2,000  more  when 
its  price  is  set.  The  $14,980 
Ford  Taurus  is  the  least  ex- 
pensive car  with  an  optional 
passenger-side  airbag  ($488). 

Studies  show  that  while 
the  average  driver  will  go  11 
years  before  needing  an  air- 
bag,  antilock  brakes,  which 
let  you  steer  while  braking 
hard  on  snowy  or  rain- 
slicked  roads,  are  needed 
once  a  year.  Luxury  makes, 
such  as  Lincoln  Mercury  and 
Mercedes-Benz,  have  offered 
them  at  no  extra  charge  for 
years.  But  General  Motors 
is  leading  the  drive  to 
make  them  standard  on 
models  under  $10,000 
like  the  Chevy  Beretta 
and  Cavalier.  Otherwise, 
they're  a  $400  to  $900  option. 
Safety  tip:  After  buying  the 
car,  take  it  to  a  parking  lot 
on  a  rainy  day  to  get  used  to 
the  unfamiliar  pulsating  of 
the  brake  pedal.  J.  T. 


even  more  distinct  from  other 
Cadillacs.  The  subtle  Seville  is 
styled  to  please  luxury-import 
buyers:  Chrome  and  other 
flashy  accoutrements  are 
gone  in  favor  of  an  understat- 
ed elegance.  Add  its  firmer 
suspension,  which  produces 
notably  tighter  handling,  and 
the  Seville  has  come  a  long 
way  from  the  barges  of  yore. 
The  Eldorado,  even  in  Tour- 
ing Coupe  trim,  is  slightly 
more  American:  squarish  in 
design  and  still  a  bit  vague  in 
handling.  Inside,  though,  im- 
provements abound.  This  Eldo 
offers  almost  50%  more  rear- 
seat  room  than  a  Lexus  LS 
400,  and  the  wood  trim  is 
real — ^just  as  it  was  on  Cad- 
dys of  a  generation  ago 
Mercedes'  S-class 


is  another  rejuvenated  nam(  ifo' 

plate.  As  usual,  Mercede  ithe 

packs  its  cars  with  technolog  i  mo! 

cal  wonders.  Standard  dow  iatif 

the  line  this  year:  prewirin  iiiro 

for  a  car  phone  and  memor  w.  a 

controls  that  adjust  the  sea'  iijes 

tilt- telescopic  steering  whee  se.ni 

headrest,  and  all  three  reai  lazd; 

view  mirrors.  The  S-clas  jft'd 

adds  its  own  goodies.  Its  aii  si:  ■ 

conditioners    are    free    o  ih 

chlorofluorocarbons,  and  sej  resqiii 

arate  thermostats  are  star  se  in 

dard  for  driver  and  front  pas  n  as 

senger.  An  optional  systei  ms 

lets  rear  passengers  creat  tke 
distinct  third  and  fourth  "cl 
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ate  zones."  In  addition,  the 
de  windows  are  double- 
med  to  prevent  fogging;  anci 
iduce  noise.  Indeed,  they  are 
mazingly  quiet  cars.  The 
leup  includes  four  gasoiine- 
)wered  cars  and  a  turbo- 
larged  diesel  model,  all  with 
le  refined  yet  practical  inte- 
ors  Mercedes  is  known  for. 
rices  on  the  S-class  cars 
mge  from  $69,400  for  the 
lOSE  to  $127,800  for  the 
)OSEL. 

IFTY.  The  exteriors  of  the 
[4,980  Ford  Taurus  and 
.5,928  Mercury  Sable  look 
;ry  similar  to  last  year's 
odels.  To  find  out  what's 
?w,  sit  behind  the  wheel, 
mong  the  subtle  improve- 
ents:  new  seat  fabrics,  more 
easing  gauges,  an  extra  set 
■  radio  controls  located  clos- 
•  to  the  steering  wheel,  and 
nifty  feature  that  scales 
ick  the  radio's  volume  when 
le  motor  is  turned  off — 
reat  if  your  rap-loving  teen- 
ier drove  the  car  last.  In  ad- 
tion,  a  host  of  mechanical 
langes  reduces  interior 
)ise,  while  a  V-6  is  standard. 
Mazda's  929  adds  some- 
ling  the  old  flagship  sedan 
eked:  styling  panache.  The 
ng,  low  look  is  faintly  Jag- 
aresque,  complimented  by 
)me  interior  styling  cues, 
ich  as  a  forward-tilting  in- 
Tument  panel.  Unfortunate- 
,  the  929  shares  Jaguar's 


BUILT-iN  CHILD  SEATS  Chrysler's 
$200-a-pair  option  on  minivans 


limited  headroom.  It  can  also 
be  a  bit  skittish  on  curves, 
and  the  accelerator  pedal  is 
too  sensitive,  which  makes  for 
lurching  starts.  There's  an  op- 
tional solar-powered  fan  to 
cool  down  the  $27,800  sedan's 
interior  on  hot  days. 
Buick's     new,  compact 


■ Skylark's  instrument 
panel  sweeps  into  the 
doors  as  it  does  on  the 
hugely  successful  Park 
Avenue  Ultra.  Outside, 
the  Skylark  imitates 
nothing:  Its  pointy  front 
end  is  dramatically  dif- 
ferent from  the  exteri- 
ors of  its  sister  models, 
the  Pontiac  Grand  Am 
and  the  coming  Oldsmo- 
bile  Achieva. 

The  $27,700  Audi  100 
has  a  new  body,  a  more 
spacious  interior,  and  250 
pounds  more  than  its  prede- 
cessor. Fortunately,  it  also 
has  a  new  172-horsepower  V6 
engine  to  replace  the  130-hp 
five-cylinder  for  extra  reserve 
power,  plus  bigger  brakes. 
Compared  with  its  predeces- 
sor, the  100  is  notably  more 


ter-ton  version.s— and  can  tow 
up  to  10,000  pounds.  Despite  a 
wheelbase  two  inches  longer 
than  the  old  Suburban's,  this 
one  is  slightly  shorter  overall. 
Interior  passenger  space  is 
greater,  and  a  4-foot-by-8-foot 
sheet  of  plywood  can  still  lie 
flat  in  back.  It  will  be  avail- 
able in  Texas  and  California 
before  going  nationwide. 
FINE  FIT.  The  Toyota  Camry 
has  widened  and  lengthened 
into  a  midsize.  Toyota  says 
the  $14,368  Camry,  with  a 
four-  or  six-cylinder  engine, 
tops  the  best-selling  Honda 
Accord  in  quietness  and  other 
areas  of  comparison.  Certain- 
ly, it's  tightly  put  together, 
with  Toyota's  usual  fine  fit 
and  finish  and  improved 
structural  rigidity.  It  also  got 
a  driver's  airbag  and  adjust- 


▲MERCEDES  600SEL  Standard  phone  prewiring  and 
separate  thermostats  for  driver  and  front  passenger 

^PORSCHE  968  COUPE  The  closer  the  tach  needle 
gets  to  the  red  line,  the  better  the  engine  performs 


$13,560  Skylark  is  loaded  with 
functional  and  convenient  fea- 
tures, from  a  console  storage 
bin  between  the  front  seats 
large  enough  for  a  fold-up 
umbrella  to  standard 
antilock  brakes. 
Inside,  the 


poised  in  turns,  and  it  down- 
shifts     more  smoothly. 

Chevrolet's  new  Suburban 
is  aimed  at  the  horse-hauling 
crowd,  particularly  now  that 
Jeep  has  killed  off  its  Grand 
Wagoneer.  Built  on  the  same 
chassis  as  GM's  full-size  C/K 
pickups,  the  nine-passenger, 
$18,155  Suburban  is  available 
in  half-ton  and  three-quar- 


able  shoulder-belt  anchors. 

At  Toyota's  Lexus  division, 
the  $25,250  ES300  shares  few- 
er mechanicals  with  the  new 
Camry  than  its  predecessor, 
the  ES250,  did  with  the  old 
Camry.  It  has  more  of  its  own 
personality,  too,  though  the 
gauges  look  as  if  they're 
cheap  miitations  of  those  on 
the    top-of-the-line  Lexus 


SUBARU  SVX  A  unique  and  airy 
'window-in-a-window'  design 
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LS400.  The  new  $32.' .S('300 
coupe's  standard  ^  ii  isn't  as 
powerful  as  the  ui,eady  intro- 
duced SC400's  V8,  but  it 
comes  with  either  manual  or 
automatic  transmission. 

Chrysler  gave  its  minivans 
new  interiors  and  mechanicals 
last  year,  and  it  hasn't 
changed  them  much  this  fall. 
In  an  industry  first,  however, 
Chrysler  is  offering  optional 
child  seats  that  are  built  into 
the  second-row  seats  in  its 
family-movers.  The  safety 
seats  use  a  five-point  design, 
anchoring  the  belts  at  both 
shoulders,  across  the  lap,  and 


between  the  legs.  They 
meet  all  regulations  for 
child  car  seats,  cost 
$200  for  the  pair,  and 
allow  parents  to  say 
goodbye  to  lugging  por- 
table seats  from  car  to 
■ar.  When  not  in  use, 
■le  seats  can  be  flipped 
ack  to  unveil  a  stan- 
dard backseat  to  accom- 
Miodate  adults. 

Among  the  new  cars 
that  have  new  names, 
four  stand  out.  Fore- 
most is  the  Porsche  968. 
Porsche  is  outstanding  in  its 
ability  to  make  each  model 
unmistakably  a  Porsche  and 
yet  distinct.  It's  a  styling  skill 
shared  by  only  a  few  others — 
Jaguar,  sav,  and  Mack  Truck. 
The  $44,500  968,  which  re- 
places the  944,  is  a  beauty, 
with  round  headlights  that 
lean  backward.  The  four-cylin- 
der engine  mates  to  either  a 
six-speed  manual  or  Porsche's 
unique  Tiptronic  transmission, 
an  automatic  that  can  shift 
like  a  manual.  Either  way,  the 
closer  you  push  the  tachome- 
ter needle  to  the  red  line,  the 


better  the  engine  performs. 

Mitsubishi's  new  Expo  and 
Expo  LRV  are  mini-minivans. 
The  slightly  larger,  $13,549 
Expo  has  seven  seats — but 
don't  expect  it  to  hold  seven 
adults.  The  five-passenger, 
$11,169  LRV  is  more  practical. 
It  sits  as  high  as  a  Dodge 
Caravan,  and  the  ample  head- 
room and  generous  win- 
dows give  it  an  airy 
feel.  Think  of  it  as  a 
spacious,  subcompact 
station  wagon.  But  re- 
member that  you'll  pass 
up  the  space  of  a  true 
minivan  if  you  pick  the 
$13,889  version  with  all- 
wheel  drive. 

GMC  Truck  has 
plucked  the  4.3-liter  tur- 
bocharged  and  inter- 
cooled  V6  engine  from 
its  Syclone  pickup  truck 
and  dropped  it  into  an 
off-road  vehicle.  The 
$28,995  Typhoon  goes  from  0 
to  60  in  less  than  five  seconds, 
making  it  more  suitable  for 
pole  positions  than  climbing 
out  of  canyons. 

Subaru's  new  svx  sports  se- 


dan is  loaded  with  gadget.' 
including  all-wheel  drive, 
driver's-side  airbag,  motorize' 
shoulder  belts,  and  a  horizor 
tally  opposed  six-cylinder  er| 
gine.  (Think  of  it  as  a  V6  wit 
a  180-degree  V.) 

This  $25,000  high-perfor 
mance  racer  hugs  the  roai 
and  draws  stares  for  its  "wir 


TOYOTA  CAMRY  XLE  Wider,  longer, 
and  structurally  stronger 


dow-in-a-window"  design 
which  features  additiona 
glass  above  and  around  th 
smallish  windows.  The  svx  re 
places  the  wedge-shaped  XT  n 
Subaru's  lineup.      Jiin  Treec 


Corporate  America's  love 
of  leverage  has  cooled. 
Nevertheless,  some  invest- 
ment pros  are  encouraging 
investors  to  snap  up  shares 
of  companies  mired  in  debt. 

These  experts  believe  that 
heavily  leveraged  companies 
have  more  to  gain  from  de- 
clining interest  rates  and  a 
rebounding  economy  than 
companies  with  little  or  no 
debt.  By  taking  the  opportu- 
nity to  refinance  or  pay 
down  expensive  debt,  lever- 
aged businesses  can  increase 
cash  flow  and  lift  both  earn- 
ings and  stock  values,  says 
Anand  Iyer,  vice-president 
for  resea'ch  at  Salomon 
Brothers. 

HAIL  CAESAR.  A  recent  Salo- 
mon study  ieveals  that  a  l/'f 
rise  in  cash  flow  causes  the 
equity  value  r,['  a  company 
with  a  75%  debt-to-capital  ra- 
tio to  go  up  4%.  The  greater 
the  debt,  the  bigger  the  im- 
pact on  the  equity  Converse- 
ly, a  company  witii  no  debt 
posts  an  increase  of  just  I'a 
in  equity  value  on  a  1%  cash- 
flow rise. 


Smart  Money 

WHEN  HEAVY  DEBT 
CAN  LIFT  A  STOCK 


Some  investors  have  al- 
ready made  a  bundle  on  le- 
verage stocks.  In  the  first 
eight  months  of  1991,  the 
shares  of  28  heavily  indebted 
companies,  including  RJR  Na- 
bisco and  Caesar's  World, 
produced  an  average  return 
of  69.2'',  compared  with  a 
22/f  gain  for  Standard  & 
Poor's  500-stock  index. 

RJR  shares,  for  example, 


SOME  ENTICING 
LEVERAGE  STOCKS 


Debf-to- 

Stock 

capital 

price 

CAESARS  WORLD 

53.2% 

313/8 

CHIQUITA  BRANDS  53.2 

40% 

RJR  NABISCO 

72.9 

103/4 

SAFEWAY 

93.0 

18% 

TW  HOLDINGS 

96.0 

3V2 

*Oct.  2 1 .     DATA;  SALOMON  BROTHERS  INC. 


have  nearly  doubled,  to  10%, 
since  they  were  first  issued 
to  the  public  on  Feb.  1.  Ana- 
lysts say  a  reduction  in  the 
company's  debt-to-capital 
balance  "to  70%  from  88%, 
along  with  lower  interest 
costs  on  the  remaining  $16.5 
billion  in  debt,  have  helped 
push  up  the  stock. 

Caesar's  World,  carrying 
$419  million  in  debt,  has  seen 
its  stock  price  jump  90%  this 
year,  to  more  than  $31  a 
share.  The  hotel-and-casino 
operator  has  reaped  the 
benefits  of  a  gambling  resur- 
gence in  Nevada  and  Atlan- 
tic City.  But  it  is  also  expect- 
ed to  gain  from  refinancings. 
Mark  Brostowski,  high-yield- 
securities  analyst  at  Salo- 
mon, says  Caesar's  could 
save  $6.5  million  to  $9  million 
annually  in  interest — or  18(t 


to  24$  a  share.  That  could 
translate  into  a  10%  increase 
in  earnings  and  a  corre- 
sponding climb  in  the  stock. 

The  Salomon  analysts  are 
watching  other  leveraged 
companies,  including  Kroger, 
Safeway,  TW  Holdings,  Via- 
com, and  Duracell.  They  fa- 
vor some  bonds  and  pre- 
ferred and  convertible  stocks 
as  well  as  common  shares. 
For  example,  they  estimate 
that  the  common  and  con- 
vertible preferred  shares  of 
Chiquita  Brands  Internation- 
al, whose  debt  exceeds  $1  bil- 
lion, will  each  produce  a  re- 
turn of  25^^  in  a  year. 

If  a  strong  recovery  fails 
to  materialize,  or  interest 
rates  start  edging  up,  all 
bets  are  off.  "The  highly  le- 
veraged stocks  are  the  ones 
that  will  perform  the  worst," 
says  Jack  Sullivan,  a  princi- 
pal at  Van  Kasper  &  Co.,  a 
San  Francisco  investment 
firm.  Such  a  scenario  would 
forestall  efforts  to  improve 
operations  and  to  clear  high- 
cost  debt  off  the  balance 
sheets.  Gene  Marcial 
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Collecting 

TEXTILES  THAT 
WEAVE  A 
MAGIC  SPELL 


A 


ft  collectors  scouting 
for  new  fields  are  dis 
,  covering  the  textiles 
of  Indonesian  headhunters, 
West  African  peoples,  and  the 
Indians  of  South  Vtnerica, 
among  others.  Wb.;e  the  art 
market  has  languished  after 
the  big  run-up  of  the  1980s, 
many  dealers  report  a  surge 
of  interest  in  woven  fabrics 
with  eye-catching  patterns 
and  exotic  origins. 

Modern  societies  think  of 
textiles  as  strictly  utilitarian 
materials  that  are  used  for  a 
few  months  or  years,  then 
thrown  away.  But  earlier  cul- 
tures treated  fine  robes  and 
ceremonial  hangings  as  trea- 
sured objects.  These  pieces 
were  used  ritualistically  for 
weddings,  funerals,  and  cir- 
cumcision rites.  "The  older 
lieces  survive,"  says  Mary 
Vunt  Kahlenberg,  a  Santa  Fe 
M.)  gallery  owner,  be- 
jiuse  "they  were  thought  to 
i,ive  substantial  religious  or 
.lagical  powers.  So  they  were 
only  taken  out  of  storage  a 
couple  of  times  a  century." 
EERIE  CHARM.  Modernization 
has  changed  the  value  sys- 
tems of  many  textile-produc- 
ing societies,  leading  families 
to  sell  their  heirlooms.  Some 
of  the  most  coveted  materials 
come  from  the  Indo- 
nesian archipelago, 
whose  weavings  ri- 
val those  of  the  Mid- 
dle East  in  variety 
and  finene^  •  of  tech- 
nique yet  are  not  as 
well-known.  Says 
Carlton  Rorheil,  an 
expert  on  Asian  art 
at  Sotheby's:  "They 
are  very  pretty,  ami 
the  market  is  at  it 
beginning  stages." 

Quality  Indonesi:iii 
pieces  had  spiritual 
purposes,  and  they 
exude  an  eerie 
charm.  Borneo  head- 
hunters  wrapped 


their  trophies  and  draped 
their  sacrificial  altars  in  spe- 
cially woven  red-and-black 
cloths  that  were  hidden  from 
outsiders.  Other  Indonesians 
wrapped  their  dead  in  weav- 
ings that  bear  rows  of  styl- 
ized skeletons  sprouting  trees 
to  symbolize  the  renewal  of 
life  through  death. 

The  prices  of  some  of  the 
finer  Indonesian  primitive  tex- 
tiles have  shot  up  as  high  as 
$20,000  in  recent  years.  But 
good  examples  of  silks  and 
batiks  from  Sumatra  and 
Java  can  still  be  found  for 
$1,000  to  $3,000. 

West  and  central  African 
weavings  are  also  high  on  col- 
lectors' lists.  The  geometric 
raffia  panels  of  the  Kuba  peo- 
ple of  Zaire,  thought  to  have 


influenced  the  work  of  artists 
such  as  Henri  Matisse,  bring 
the  highest  prices — up  to 
$20,000  for  fine  old  ones.  The 
dazzling  checkerboard  kente 
cloths  produced  by  the  Ewe 
people  of  Ghana  can  go  for  up 
to  $10,000— although  excellent 
anticjue  specimens  sell  for 
$2,500  to  $4,000. 

AUCTION  RECORD.   But  yOU 

don't  have  to  pay  stiff  prices 
to  get  quality  stuff.  Fine  Mali 
cottons  go  for  less  than  $500. 
And  Eric  Robertson,  a  New 
York-based  African  art  deal- 
er, says  that  tie-dyed  textiles, 
worth  collecting  and  costing 
less  than  $100,  are  still  being 
made  all  over  West  Africa. 

Latin  America  is  another 
major  source  of  precious  tex- 
tiles. The  striped  mantles  of 
the  Aymara  Indians 
of  Bolivia  have  de- 
veloped a  strong  fol- 
lowing in  the  U.  S., 
according  to  New 
York  dealer  Mark 
Shilen.  Some  of  the 
strangest  and  most 
sophisticated  of  all 
weavings  were  left 
by  the  Indian  civili- 
zations of  pre-Colum- 
bian Peru.  Earlier 
this  year,  a  pink-and- 
I'ed  Huari  shirt  (circa 
.500  to  800  A.  D.)  sold 
for  $90,750  at  Soth- 
eby's— an  auction 
record  for  a  pre-Co- 
lumbian textile.  But 


you  can  find  goo( 
pieces  for  $5,000  t 
$10,000.  So,  collec 
tors  are  discoverinj 
that  they  can  pui 
chase  a  weaving  o 
great  age  for  rough 
ly  the  same  mone; 
as  more  moderi 
high-quality  textiles 
says  Stacy  Good 
man,  a  pre-Columb 
an  specialist  at  Soth 
eby's.  Expert; 
caution  that  becaus 
of  possible  lega 
problems,  you  shoul 
only  buy  pre-Colum 
bian  objects  fron 
reputable  auctio 
houses  and  gallerie 
that  can  prove  the 
are  not  dealing  ii 
smuggled  goods. 
Getting  started  ii 
textile  collecting  is  an  adver 
ture  in  itself.  Pieces  have  n 
signatures  or  dates,  and  fe\ 
sell  at  auction,  so  clear  pric 
guidelines  aren't  establishec 
You  can  educate  yoursel 
through  books  available  i 
museum  libraries  and  book 
stores  or  by  visiting  the  Te> 
tile  Museum  in  Washingtor 
D.  C.  But  many  experts  sa; 
the  best  way  to  begin  is  t 
plunge  in  and  buy  som 
pieces  you  like.    Stanley  Ree 


Worth  Noting 

■  FILE  NOW,  PAY  LATER.  Next 

year,  the  IRS  will  accept  elec 
ironically  filed  1991  returns 
from  taxpayers  who  owe 
money,  not  just  from  those 
due  refunds.  Payment  can 
wait  until  Apr.  15  even  if  you 
file  earlier. 

■  ROOM  WITH  A  CHECK.  Some 
41  Omni  Hotels  guarantee 
Select  Guest  members  a 
room — or  a  payoff.  If  a  res 
ervation  isn't  honored,  the 
hotel  pays  $200  and  finds 
you  a  room  elsewhere. 

■  GADGETEER  ALERT.  After  25 

years,  Chicago's  big  Con- 
sumer Electronics  Show  will 
open  to  the  public  next  May 
30-31.  Previously,  only  deal 
ers  got  to  see  the  newest 
TVS,  stereos,  and  other  items 
from  400  makers.  Tickets 
will  cost  $10  at  the  McCor- 
mick  Place  exhibition  hall. 
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PERSONAL  BUSIN 


©  Eastman  Kodak  Company,  }991 


The  Kodak  Diconix  180si  printer, 
new  from  the  innovator  in  portable 
printers.  It's  more  printer  than 
ever,  with  more  value  than  ever, 
but  even  less  weight  than  ever. 

It's  the  latest  in  portable  printers  from 
the  people  who  started  it  all!  The  new 
DOS-Compatible  Kodak  Diconix  180si 
printer  is  even  easier-to-use, 
and  offers  still  more  fonts. . .  yet 
actually  weighs  less.  And  you 
get  all  the  features  that  made 
Diconix  printers  what  they 
are  today,  including  both 
tractor  feed  and  single  sheet  paper 
handling,  plus  the  silent  reliability  of 
ink  jet  technology.  All  in  a  footprint 
that's  smaller  than  a  sheet  of  paper! 

And  now  the  value  is  greater  than 
ever:  with  a  suggested  list  price  of  only 
$399*(U.S.)  for  the  complete  package, 
the  180 si  printer  is  a  sensational  buy! 
For  more  information  and  the  name 
of  a  dealer  near  you  in  the  U.S.  and 
Canada,  call  1  800  344-0006. 

'Manufacturer's  suggested  list  price.  Dealer  prices  may  vary. 
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New  Kodak  Diconix  180si  printer  ^ 


FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 


Want  more  information  about  advertisers  in  this  issue? 
Ifso... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  SAM— 5PM  MST: 

1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600 


ANNUAL  REPORTS 

1.  BP 

2.  Long  Term  Credit  Bank 
of  Japan 

3.  PhiUips  Petroleum 
Company 

FINANCIAL  PRODUCTS 
AND  SERVICES 

4.  Chicago  Mercantile 
Exchange 

5.  CIGNA  Corporation 

6.  Credit  Suisse 

7.  Delta  Dental  Plans 

8.  Dreyfus  Corporation 

9.  FrankUn  Fund 

10.  Merrill  Lynch 
Adjustable  Rate 
Securities  Fund 

IL  Van Kampen  Merritt 


PRODUCTS/SERVICES 

12.  A.T.  Cross  Company 

13.  Amoco  Chemical 
Company 

14.  Audi  of  America,  Inc. 

15.  BULL  HN  INFO. 
SYSTEMS 

16.  Canon  Office 
Automation  Equipment 

17.  CAST 

18.  Eastman  Kodak  Printer 
Products 

19.  Fujitsu  Imaging 
Systems  of  America, 
Inc. 

20.  INCO  Limited 

21.  Intergraph  Corporation 

22.  Jaguar  Cars,  Inc. 

23.  Mead  Data 

24.  MobileComm 

25.  Navistar 

26.  Novell,  Inc. 


27.  Okidata  Corporation 

28.  Peninsula  Group 

29.  Residence  Inn  by 
Marriott 

30.  Roadway  Express  Inc. 

31.  Schott  Corporation 

32.  SKYTEL 

33.  Textron-Lycoming 

34.  The  Hartford  Insurance 
Group 

35.  The  Timken  Company 

36.  U.S.  Army  -  Experience 
For  Hire 

37.  Unisys 

38.  Universal  Data  Systems 
(UDS) 

AREA  DEVELOPMENT 

39.  Henrico  County 
Industrial  Development 

40.  Iowa  Department  of 
Economic  Development 

41.  New  Federal  States  of 
Germany 
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ndex  to  Companies 

lis  index  gives  the  starting  page  for  a  story  or  fea- 
re  with  a  significant  reference  to  a  company.  Most 
bsidiaries  are  indexed  under  their  own  names. 
Dmpanies  listed  only  in  tables  are  not  included. 
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mier  Benz  58 

'is  Polk  &  Wardwell  124 


Days  Inns  38 

De  Hovillond  47 

Dean  Witter  Reynolds  118 

DEC  80 

Dell  Computer  42 
Detroit  Diesel  66 
DO  Bank  116 
Drexel  Burnham 
Lambert  124 

Du  Pont  42 
Durocell  156 


Eastern  Air  Lines  124 
Electronic  Data 

Systems  134 
Equitable  Life  Assurance 

Society  116,  118 
Executive  Life 

Insuronce  124 
Exxon  100 


Farmers  Group  42 
Federal  Express  12 
Feldmuhle  47 
Fiat  47 
Finaf  47 

Fireman's  Fund  118 
First  Executive  118 
Fokker  47 
Ford  47,66,  154 
Freightliner  33,  66 
Fujitsu  140 

G 


GE  70 
Geers  58 

General  Development  124 
Ghirardelli  Chocolate  58 
Glasbou  Hohn  58 
GM  66,  80,  154 
Goodyear  114 
Guardian  Industries  36 

H 


Hones  90 
Heinz  (H.J.)  64 
Hershey  58,  114 
Home  Depot  86 
Home  Life  Insurance  118 
Hondo  36,  154 
Hooker  (L.J.)  124 
Hospitality  Franchise 

Systems  38 
Hughes  Aircraft  58 
Humana  34 


IBM  42,  134 

Industrial  Equity  Pacific  66 
Intel  134 


ITT  70 
J 


JeflFeries  124 
John  Labott  86 
Johnson  &  Johnson  132 

K 


Kidder  Peobody  124 
Kiser  Research  94 
Kmart  86 
Kroger  156 
Krones  58 
Kubota  66 


Levi  Strauss  80 
Lincoln  Mercury  154 
Lotus  Development  80 
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Maidenform  90 

Monufacturers 
Honover  118 

Marrow-Tech  132 

Marubeni  140 

Matro  47 

McDonald's  132 

MCI  Communicotions  32 

Mercedes-Benz  154 

Merrill  Lynch  118 

MGM  Pothe  124 

Microsoft  94 

Mine  Safety  Appliances  64 
Mitsubishi  66 
Morgan  (J. P)  118 
Motorola  12 
Multi-Local  Media  114 
Mutual  Benefit  Life 
Insurance  118 

N 


Navistar  International  33 
NEC  134,  140 
Nike  86 

Nippon  Life  Insurance  1 16 
Nissan  66 
Novell  140 


Omega  Technologies  74 
Orion  Pictures  110,  124 

P 


Paccar  33 
Pocific  Bell  94 
Panther  58 
Paramount  110,  132 
Peugeot  47 

Phoenix  Mutual  Life 
Insurance  Society  118 

Porsche  154 
PPG  Industries  64 
Procter  &  Gamble  47,  74 
Public  Service  Co.  of  New 
Hampshire  124 

R 


RJR  156 


Rothschild  124 
Rover  47 


Saatchi  &  Soatchi  90,  124 
Safeway  156 
Salomon  Brothers  113 
SAS  50 

Schneider  National  66 
Sears,  Roebuck  1 18 
Shell  Oil  80 
Siemens  58 
Silicon  Graphics  134 
Six  Flogs  38 
Skadden,  Arps,  Slate, 

Meagher  &  Flom  124 
Smith  &  Wesson  86 
Smith  Barney  124 
Software  Emancipation 

Technology  94 
Sony  110 
Sotheby's  40 
Southmark  124 
Star  Clippers  42 
State  Form  Insurance  42, 

86 

Stutmon,  Treister  & 

Glatt  124 
Sun  Microsystems  140 
Swissair  50 


Tandem  Computers  140 
Tondy  134 
Tenneco  66 
Tetra-Pak  47 
Texas  Commerce 
Bancshores  118 
Texos  Instruments  58 
Time  Warner  38,  1 10 
Toshibo  140 
Toyoto  86 

Trump  Taj  Mahal  124 
Tucson  Electric  Power  124 
Twentieth  Century  Fox  110 
TW  Holdings  156 

u 


Unilever  74 

Union  Texas  Petroleum  70 
United 

Telecommunications  32 
USG  114 
USX  64 

U.  S.  Xpress  Enterprises  66 
V 


Vestor  Capital  74 
Viacom  156 
VILPAC  33 

VMS  Realty  Partners  1 16 
Volkswagen  47 
Volvo  50 

w 


Walt  Disney  132 
Warner  Bros.  110 
Wendy's  International  132 
Western  Publishing 

Group  132 
Westinghouse  Electric  64 
Wilhelm  Zuleeg  58 

X 


Xport  58,64 


America's 
Restored  ai^d 
Traditioml 
Boutique  Hotels 

Lenox  bosion 

Mayflower  new  yoh  city 

Latham  FHIUDEIPHIA 

New  Hampshire  Suites  WASH  0  C 

Regency  Suites  ATIANTA 

Garfield  House  Cincinnati 

Midland  chkago 

Astor  MILWAUKEE 

Stoneleigh  oallas 

Tremont  House  galveston 

La  Posada  a i b  u  o  u  e  »  q  u  e 

Peery  SALT  LAKE  CITY 

Santa  Barbara  Inn  SANTA  BARBARA 

Montirello  Inn  SAN  FRANCISCO 

Vintage  Court  SAN  FRANCISCO 

Mayflower  Park  Seattle 

Northern  Lights  ANCHORAGE 

WoikikiJoy  Honolulu 

Aixl  more 


1402  Tliird  Avenue, 
Siiilc5l7. 
SeatllcWA  %\M 
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To  Lufthansa,  there's  no  such  thing 
as  a  foreign  country. 


If  you're  looking  for  an  airline  that  knows  the 
world,  you  could  say  we  have  it  covered  Because 
Lufthansa  flies  to  190  cities  in  83  countries  on  6 
continents  around  the  world.  And  we  have  offices 
in  over  390  cities.  Which  means  almost  any- 
where you  go,  you'll  find  a  trained  Lufthansa  staff 
to  help  you  with  travel  arrangements  and  more. 
Our  people  can  find  you  a  place  for  a  business 
meeting  in  Beijing,  a  translator  in  Taipei,  or  even 
tell  you  where  to  spend  your  lire  in  Livorno.  At 
Lufthansa,  making  foreign  travel  less  foreign  to 
you  IS  another  way  we  show  our  passion  for 
service.  A  passion  that  ensures  you  the  best  flying 
experience  in  the  world. 


A  paSo:cn  for  perfection: 


Lufthansa 


Lullhansa  is  a  parlicipanl  in  the  mileage  programs  of  Uniled.  Delta. 
USAir  and  Conlinental  See  your  Travel  Agent  lor  details 


vestment  Figures  of  the  Wee 


iMENTARY 

,tock  market  again  rose  to 
ll-time  high,  with  the  Dow 
s  industrial  overage  climb- 

0  3077  on  Oct.  18,  Investors 
!  buoyed  by  upbeat  earnings 
sctations.  But  the  market 

rd  back  during  the  next  two 
partly  in  reaction  to  weak 

1  prices.  Talk  of  a  tax  cut  to 
jiate  the  economy  riled 
J-income  traders.  The  rise  in 
est  rates,  however,  pulled 
Jollor  upward.  Small  stocks 

2  olso  gainers,  as  was  the 
/o  stock  market. 


STOCKS 

Oct       Apr.       Oct.    Oct.  17-23 


BONDS 

Oct.       Apr.       Oct.    Oct.  17-23 


THE  DOLLAR 

Oct.       Apr.       Oct.    Oct.  16-23 


II 

S&P  " 

500 

-395  1400 


390  1300 
38794 


52-week  change 
+24.1% 


1  -week  change 
-1.2% 


52  week  change 
-^6.8% 


1-week  change 
-1.9% 


52-week  change 
+  5.47„ 


1  -week  chonge 
■vO.2% 


ARKET  ANALYSIS 


STOCKS 


V  JONES  INDUSTRIALS 
COMPANIES  (Russell  1000) 
ILL  COMPANIES  (Russell  2000) 
COMPANIES  (Russell  3000) 

tElGN  STOCKS 


DON  (FINANCIAL  TIMES  100) 
YO  (NIKKEI  INDEX) 
ONTO  (TSE  COMPOSITE) 


%  change 

Latest 

Week 

52-week 

3040  9 

-0.7 

21.4 

204.3 

-1.3 

26.9 

183.0 

0.1 

49.7 

217  6 

-1.2 

28.1 

%  change 

(local  currency) 

Lotest 

Week 

52-week 

2561  1 

-0.7 

21.4 

24,799  9 

19 

-0.3 

3459.2 

-0.1 

10.8 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.18% 

5.1 1% 

7.5% 

30-YEAR  TREASURY  BOND  YIELD 

8.08% 

7.88% 

8.8% 

S&P  500  DIVIDEND  YIELD 

3.24% 

3.21% 

3.8% 

S&P  500  PRICE/EARNINGS  RATIO 

20.8 

20.1 

13.8 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  nnoving  average 
Speculative  sentiment:  Put/cal!  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

382  9 

53.3% 

0.47 

2.82 

382  6 
52.5% 
0  46 
2  69 

Positive 
Negative 

Positive 
Negative 

mUSTRY  GROUPS 

BRIDGE 

NfORMATION  SYSTEMS  INC 

UR-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

OLD  MINING 

11.8 

-6.8 

PLACER  DOME 

14.9 

16.0 

12  '/2 

OMPUTER  SOFTWARE  AND  SERVICES 

10.9 

57.1 

ORACLE  SYSTEMS 

35  2 

133.3 

14  '/a 

AILROADS 

10.7 

55.3 

SANTA  FE  PACIFIC 

27  8 

-17.1 

11  '/2 

APER  CONTAINERS 

10.4 

87.0 

STONE  CONTAINER 

17.7 

165.7 

23  'A 

RANSPORTATION  SERVICES 

9.1 

12.4 

RYDER  SYSTEM 

9  2 

42  6 

19  'A 

LIR-WEEK  LAGGARDS 

%  change 
4-week 

S2-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

OSPITAL  MANAGEMENT 

-24.2 

-14.5 

COMMUNITY  PSYCHIATRIC  CENTERS 

-49.3 

-45.5 

14  Vb 

EPARTMENT  STORES 

-1 1.5 

38.8 

NORDSTROM 

-25  4 

60.5 

34  '/2 

AVINGS  AND  LOANS 

-9.1 

58  8 

H,  F.  AHMANSON 

-1 1.9 

28  6 

15 

PECIALTY  APPAREL  RETAILERS 

-7.3 

98  3 

TJX 

-14  7 

39  8 

14  '/2 

DACHINE  TOOLS 

-6.8 

-6.8 

CINCINNATI  MILACRON 

-12.5 

-18.9 

9  Ye 

lUTUAL  FUNDS 


LDERS 

^week  total  return 


MORNINGSTAR  INC 


QUITY  STRATEGIES 

INITED  SERVICES  WORLD  GOLD 

lENHAM  GOLD  EQUITIES  INDEX 

veek  total  return 


LAGGARDS 
%       Fourweek  total  return 


18.5 
14.1 
12.8 

% 


)PPENHEIMER  GLOBAL  BIO-TECH  145  1 

GM  CAPITAL  DEVELOPMENT  105  5 

INANCIAL  STRATEGIC  HEALTH  SCIENCES      lOi  6 


AFUTURE 

MUTUAL  OF  OMAHA  GROWTH 
ALLIANCE  NEW  EUROPE  B 

52-week  total  return 


-3  4 

-3  2 
-3  0 


STRATEGIC  INVESTMENTS  -16  7 

USF&G  EUROPEAN  EMERGING  COMPANIES  -14  7 
STRATEGIC  GOLD/MINERALS  14  0 


S&P  500 
4-week  lotal  return 


I  I    Average  fund 

52-week  lotal  return 


EIATIVE  PORTFOLIOS 


lor  amounts 
resent  the  present 
ue  of  $10,000 
ested  one  year  ago 
ioch  portfolio 

centages  indicate 
-day  total  returns 


U.  S. stocks 
$12,427 

-0.81% 


Ti'easury  bonds 
$11,784 

-2.16% 


Foreign  stocks 
$11,202 

-^0.80% 


nil 


Money  market  fund 
$10,559 

+0.10% 


DATA  RESOURCES  INC. 


Gold 
$9,769 

+  1.16% 


lata  on  this  page  ore  as  of  morket  close  Wednesday,  October  23,  1 99 1 ,  unless  otherwise  indicated 
stry  groups  include  S&P  500  companies  only,  performance  ond  share  prices  ore  as  of  morket  close 


October  22  Mutual  fund  returns  are  as  of  October  18.  Relotive  portfolios  ore  valued  as  of  October  22 
A  more  detailed  explanation  of  this  page  is  ovoiloble  on  request. 
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DON'T  LET  '80s  REMORSE  CHOKE  '90s  GROWTH 


There  are  financial  woes,  headaches,  and  hangovers. 
And  then  there's  the  regulatory  legacy  of  the 
Excessive  Eighties:  A  migraine  that  reminds 
Washington  policymakers  each  day  just  how  badly  they 
misjudged  the  speculation  that  became  the  hallmark  of  the 
era.  For  sheer  pain,  notliing  matches  the  agony  of  the  sav- 
ings-and-loan  debacle,  which  could  cost  taxpayers  as  much  as 
$500  billion  over  the  next  three  decades. 

Given  the  s&l.  fiasco,  the  response  of  politicians  and  reg- 
ulators to  the  forces  unleashed  in  the  '80s  was  predictable: 
promises  to  f)atten  down  the  hatches  in  the  '90s.  But  poli- 
cymakers must  be  careful  that  they  don't  overreact.  While 
they  need  to  get  tougher  to  prevent  the  abuses  of  the  recent 
past,  they  must  be  flexible  enough  to  avoid  crippling  the 
U.  S.'s  economic  growth,  slowing  financial  innovation,  and 
limiting  America's  competitive  position  in  the  global  capital 
markets. 

Finding  that  happy  medium  will  not  be  easy.  Regulators 
have  moved  apjjropriately  to  wring  the  abuses  of  the  1980s 
out  of  the  markets:  Bank  examiners  have  ordered  lenders  to 
take  sharp  write-downs  on  shaky  loans,  forcing  painful  loss- 
es, if  not  insolvencies,  at  many  institutions.  Insurance  com- 
panies, stuck  with  too  many  worthless  junk  bonds  and  real- 
estate  loans,  now  find  state  regulator's  considering  tougher 
capital  requirements  and  restricting  the  investments  they 
can  make.  And,  in  the  wake  of  revelations  that  several 
Treasury  Dept.  auctions  were  rigged,  reformers  would  like 
to  break  up  the  cozy  club  of  Wall  Street  fir-ms  that  enjoy 
preferential  rights  in  iiurchasing  government  bonds,  pre- 
venting any  recurrences  that  they  feel  could  threaten  the  in- 
tegrity of  the  Treasury  market. 

But  regiikitors  must  not  go  too  far.  Bank  field  examiners, 


for  instance,  have  forced  many  institutions  to  write  dov 
their  commercial  real  estate  loans  to  what  amounts  to  111 
nidation  value  in  today's  depressed  markets.  That's  trJ 
even  when  the  borrowers  are  current  on  payments  and  el 
pect  to  be  for  the  foreseeable  future.  While  real  estai 
loans  should  be  suspect  these  days,  forcing  banks  to  wrii 
them  down  that  far  is  going  overboard.  Similarly,  the  nel 
capital  requirements  banks  must  adhere  to  may  be  stiff! 
than  needed.  Without  undemiining  them  entirely,  regulatoj 
could  allow  more  preferred  stock  to  be  used  to  meet  t? 
standards,  as  the  Ti-easury  Dept.  has  proposed.  That  wou| 
achieve  the  laudable  goal  of  boosting  capital  without  ir 
pairing  some  banks'  ability  to  make  loans. 

In  the  1980s,  Reagan  Administration  regulators  saw  the[ 
mission  clearly:  Stay  out  of  the  way  of  capitalism.  But  th^ 
strategy  proved  to  be  flawed  when  deregulation  was  not  ai 
companied  by  increased  surveillance.  The  Bush  Admini^ 
tration  seemed  prepared  to  take  a  more  balanced  approaclj 
But  with  the  economy  stumbling  and  an  election  year  jus 
around  the  corner,  there  are  some  troubling  signs  that  thl 
White  House  may  be  weakening  its  resolve.  To  jump-star| 
the  economy,  the  Administration  wants  examiners  to  re 
think  their  standards  so  that  banks  can  continue  lending  tJ 
such  highly  leveraged  borrowers  as  cable-TV  franchises  and 
real  estate  developers.  But  the  bloom  is  off  the  cable-T| 
rose,  and  the  country  has  enough  commercial  office  tower! 
to  last  for  years.  Tossing  good  money  after  bad  would  bJ 
foolhardy.  The  vital  question  now  is  whether  the  Whitd 
House  will  ditch  a  healthy  long-term  regulatory  strategy  foJ 
short-term  political  gains.  The  answer  will  demonstrate 
whether  the  Bush  Administration  has  learned  any  lesson^ 
from  the  Excessive  Eighties. 


A  MODEL  FOR  U.S.  BUSIHESS— IN  GERMANY 


If  you  drew  up  a  hst  of  the  ailments  handicapping  U.S. 
business  as  it  tries  to  compete  abi-oad,  the  American  pre 
<x-cupation  with  the  short  run  would  be  high  on  the 
list.  Wall  Street's  absorption  with  short-term  profits,  a  com- 
paratively niggardly  emphasis  on  research  and  develop- 
ment, and  management's  zeal  for  cutting  costs  by  paring 
payrolls  wre  all-too-familiar  examples  of  how  the  pressure  for 
quarter-ey-quarter  improvement  in  profits  can  hurt,  not 
help,  U.  S.  con!|ianies. 

Ti-y  to  imagine  a  company  that  operates  in  the  following- 
way:  It  need  not  worry  about  quarterly  profits  since  it 
only  reports  earnings  once  a  year,  and  it's  probably  privately 
owned,  anyway.  This  enterprise  hires  employees  while  they 
are  still  in  high  school  ^  nd  spends  $18,000  a  year  for  as 
many  as  four  years  to  train  them  as  apprentices.  Its  R&D 
outlays  are  growing  by  over  20%  a  year.  The  export  market 
accounts  for  over  50%  of  the  sales  of  this  company's  tech- 


nology-intensive products.  Hard  to  imagine?  Not  really.1 
In  fact,  companies  such  as  this  exist— in  Germany,  wherej 
they  are  collectively  known  as  the  Mittelstand,  or  mid-rank- 
ing. These  companies,  all  of  which  employ  fewer  than  5001 
workers,  produce  two-thirds  of  Germany's  gross  nationall 
product  and  account  for  30%  of  its  exports  (page  58).  And! 
that's  not  small  Kartoffebr.  Last  year,  the  Germans  soldi 
$421  billion  worth  of  exports— comfortably  ahead  of  the| 
U.  S.'s  $394  billion  and  Japan's  $286  biUion. 

The  striking  success  of  these  German  companies  has  at- 
tracted attention  fi'om  a  growing  number  of  U.  S.  executives  I 
who  believe  the  Mittelstand  could  serve  as  a  model  for 
U.  S.  exporters.  And  so  they  could,  if  American  managers 
can  raise  their  eyes  high  enough  to  take  the  long  view.  It  is 
important  that  these  companies  are  small,  fast  on  their 
feet,  and  unbureaucratic,  but  even  more  important,  that] 
they  are  farsighted. 
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Technology  that  captures  this  kinc. 
of  moving  target  brilliantly. 


Hitachi's  Visualization  System  simulates  the  invisible.' 


I 


Imagine  trying  to  capture  the  image  of  a  golf 
ball,  1/ 6000th  of  a  second  after  bemg  struck.  With 
the  help  of  a  Hitachi  supercomputer  and  a  Hitachi 
HDTV  (High-Definition  Television)  display,  a 
supenor  system  has  been  created  to  allow  a  simu- 
lated vision  to  be  viewed  with  incredible  resolu- 
tion and  clarity. 

This  Supercomputmg  Scientific  Visualization 
System  has  vast  implications  in  the  world  of 


industry  as  well  as  the  study  of  Earth's  many  .i 
environmental  concerns.  Included  m  this  latter 
area  are  the  advances  in  picturing  ozone  depletiir  I 
levels,  simulating  the  effects  of  tsunami  in  the  -i 
Pacific  ocean  and  visualizing  the  water  punficatiiE  j 
process  for  our  lakes  and  rivers.  All  with  a  bril- j;ta 
iance  never  before  attained.  J.;-' 
Meanwhile,  a  litde  closer  to  home,  Hitachi':*  >f 
8mm  video  camera  gives  you  the  opportunity 


c  lyyi  Hitachi,  Lid  Tokyo,  Japan  All  rights  reserved  'Simulation  of  a  ball  being  struck  by  a  golf  club  at  650  feet  per  second  -  a  rate  four  times  faster  than  is  possible  lor  man 


Our  8mm  video  cameras  make  memories  easier  to  l<eep. 


:ord  images  with  equal  clanty  and 
;ion.  And  at  a  width  of  just  2.3  inches  this, 
'orld's  thinnest  camcorder,  automatically 
ates  color,  sets  exposure  levels  and  focuses, 
you  concentrate  on  a,  more  times  than  not, 
ng  target. 

uch  varied  technologies  are  a  good 

pie  of  how  Hitachi's  16,000-strong  research 

levelopment  department  is  constantly 


working  toward  bringing  the  world  a  vision  of 
the  fumre. 

For  more  information  about  Hitachi  8mm  video  cameras, 
call  toll-free  1-800-HlTACHl.  {Applicable  within  L/.S.  only) 

0  HITACHI 
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2DAYS-2LBS-^2.90 

Every  day,  businesses  receive  mountains  of 
mail.  Get  yours  noticed  with  2  Day  Priority  Mail" 
from  your  post  office.  You  can  call  us  to  pick  up 
as  many  packages  as  you  have  for  one  low  price 
of  just  $4.50.  With  outstanding  reliability  and 
'    the  lowest  prices  by  far,  it's  no  wonder  we're  #1 
in  2  day  service.  For  pickup  call  1-800-333-8777 
Some  service  restrictions  apply  We  deliver 

'It  PRIORITY  MAIL  QS6^ 
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The  production  index  wos  virtually  unchanged  during  the  week  ended  Oct  19 
On  a  seosonolly  odjusted  basis,  output  levels  of  autos  and  trucks  were  up  sharply, 
and  lumber  increased  as  well  However,  electric  power,  crude-oil  refining,  and 
paperboard  production  all  fell  while  steel,  coal,  and  paper  output  and  rail-freight 
traffic  were  flat  from  the  previous  week  Before  calculation  of  the  four-week  moving 
average,  the  index  rose  to  181,  from  180  in  the  week  before, 

BW  producrion  index  copyright  1991  by  McGraw-Hilllnc 


The  leading  index  fell  slightly  during  the  week  ended  Oct.  19  The  index  ha 
been  in  a  steady  decline  since  June,  raising  concerns  for  economic  growth  in  earl 
1992.  In  the  latest  week,  higher  bond  yields,  rising  business  failures,  and  slowe 
growth  in  real  estate  loans  and  M2  offset  the  positive  signs  of  higher  stock  price 
amd  improving  prices  for  materials  Before  calculation  of  the  four-week  movini 
average,  the  index  increased  to  207.7,  from  207,5 

Leading  index  copyright  1  99  1  by  Center  for  International  Business  Cycle  Research 


i 


m 
m 
H5 


PRODUCTION  INDICATORS 


LotesI 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  1 1 0/261  thous.  of  net  tons 

1,778 

1,682# 

-3.5 

AUTOS  (10/261  units 

140,241 

136,659r# 

-4.6 

TRUCKS  (10/261  units 

87,729 

88,753r# 

12,1 

ELECTRIC  POWER  (10/26)  millions  of  kilowatt-hours 

52,504 

52,315# 

2.8 

CRUDE-OIL  REFINING  ( 1 0/261  thous  of  bbl /day 

12,698 

12,994# 

0.7 

COAL  (10/191  thous,  of  net  tons 

19,91  1# 

19,955 

-5.0 

PAPERBOARD  (10/191  thous,  of  tons 

776. 8# 

796  3r 

0.9 

PAPER  (10/ 191  thous.  of  tons 

756, 0# 

757.0r 

-0,9 

LUMBER  (10/19)  millions  of  ft. 

507. 6# 

501.0 

8.1 

RAIL  FREIGHT  (10/191  billions  of  ton-miles 

21, 4# 

21.3 

0,9 

Sources:  Americon  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA^,  Association 
of  Americon  Railroads 

Latest 
week 

Week 
ago 

Yeor 
ago 

JAPANESE  YEN  (io/30| 

131 

131 

129 

GERMAN  MARK  |io/30) 

1  68 

1.70 

1,51 

BRITISH  POUND  (io/30i 

1,74 

1.71 

1  95 

FRENCH  FRANC  (10/30) 

5,73 

5.82 

5,05 

CANADIAN  DOLLAR  (10/30) 

1,12 

1.13 

1,17 

SWISS  FRANC  (10/301 

1.47 

1  48 

1,27 

MEXICAN  PESO  (io/3or 

3,056 

3,052 

2,918 

Sources:  Major  New  York  bonks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
pound  expressed  in  dollars 

LotesI 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (10/30)  S/lroy  oz. 

359.350 

362.200 

-5.3 

STEEL  SCRAP  (l  0/29)  #1  heavy,  $/ton 

97.00 

97.00 

-12.2 

FOODSTUFFS  ( 10/28)  index,  1967=100 

207.0 

207.4 

-2.2 

COPPER  (10/26)  c/lb. 

11 0.6 

1  10.3 

-16.0 

ALUMINUM  (10/26)  c/lb. 

55.1 

53.0 

-32  6 

WHEAT  (10/26)  #2  hard,  S/bu. 

3.77 

3.60 

35.1 

COTTON  (10/26)  strict  low  middling  l-l/16in,,  C/lb. 

57.90 

58.13 

-18  6 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureou,  Metah 
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Latest 
week 

Week 
ago 

%  Chan 
yeor  a 

STOCK  PRICES  (1 0/25)  S&P  500 

387.05 

390.74 

24 

CORPORATE  BOND  YIELD,  Aaa  (10/25) 

8.63% 

8.54% 

-8 

INDUSTRIAL  MATERIALS  PRICES  (10/25) 

95,9 

96.8 

-a 

BUSINESS  FAILURES  (10/I8) 

409 

329 

25 

REAL  ESTATE  LOANS  ( 10/1 6)  billions 

$396.3 

$396.4r 

2 

MONEY  SUPPLY,  M2  (lo/u) bill.ons 

$3,399.9 

$3,401. 2r 

2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/12)  thous 

452 

423 

7 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1  980=100),  Dun 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally 
justs  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


ildDli 


kran 


Latest 
month 


Month     %  Chan> 
ago      year  ai 


PERSONAL  INCOME  (Sept  1  annual  rote,  billions       $4,846.7  $4,823.8 


CONSUMER  SPENDING  (Sepi  i  billions 

$3,864.7 

$3,831.5  M 

NEW  HOME  SALES  (Sepl.l  annual  rate,  thous. 

446 

512r  -1« 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Sept  i  billions  $121.5 

$125. 5r 

Sources:  Commerce  Dept  Hj 

MONETARY  INDICATORS 

Latest 
week 

Week     %  ChanB 
ago      year  oH 

MONEY  SUPPLY,  Ml  (io/i4) 

$873.0 

$876.0r  M 

BANKS'  BUSINESS  LOANS  (10/I6I 

299.6 

298. 3r 

FREE  RESERVES  (10/16I 


NONFINANCIAL  COMMERCIAL  PAPER  (10/I6) 


■;.M!ui:M:rHi:y:\ji 


FEDERAL  FUNDS  (io/29| 


PRIME  (10/301  

COMMERCIAL  PAPER  3-MONTH  ( 10/29) 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed  fo| 
two-week  period  in  millions). 


5.11% 


5.25% 


8.00 


8.00 


lO.OC 


5.31 


5.34 


7.8^ 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/30) 


5.26 


5.34 


7.9; 


EURODOLLAR  3-MONTH  (io/26| 


5.35 


5.33 


8.0/ 


Week,  Konsos  City  market,  Memphis  market 


Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicotors  ore  seosonolly  adjusted  in  computing  the  BW  index  (chortl,  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  =  Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Notavailable     r  =  revised     NM  =  Not  meaningful 
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Ift  time  you  saw  US 
for  ^^^o  we  really  arc. 

We  manage  more  than  $14  billion  in  environmental  programs  worldwide. 


You  may  not  know  us,  but  you  know 
our  clients.  With  them,  we  are  managing 
some  of  the  largest  environmental 
programs  in  the  world.  Programs  like: 

•  $4.9  billion  of  wastewater  projects 
for  Los  Angeles,  California.  Achieving 
standards  ahead  of  schedule  and  using 
sludge  for  energy  generation. 

•  A  15  billion  wastewater  program  for 
Sydney,  Australia.  Off  to  a  running  start 
to  achieve  progress  toward  clean  rivers, 
harbors  and  beaches. 

•  Complex  multi-site  industrial  or 
hazardous  waste  services  for  Alyeska, 
ARCO,  the  U.S.  Department  of  Energy 
and  major  indefinite  delivery  contracts 
for  the  Omaha,  Seattle,  Huntsville  and 
Sacramento  districts  of  the  U.S.  Army 
Corps  of  Engineers. 


•  A  project  to  bring  water  from  the 
Eklutna  Glacier  through  32  miles  of 
pipeline  to  six  Alaskan  communities, 
including  the  city  of  Anchorage.  On 
time  and  $80  million  under  budget. 

•  San  Diego,  California's  $2.4  billion 
Clean  Water  Program  where  more  than 
300  meetings  were  held  to  involve  the 
public  in  planning  for  one  of  the  largest 
water  reclamation  programs  in  the  world. 

Were  proud  to  be  known  as  part 
of  our  clients'  teams.  Sometimes  top 
JMM  managers  go  on  extended  loan  to 
the  client's  organization.  New  business 
card,  new  title.  Total  focus  on  the  client's 
project. 

Other  times  we  work  with  the  client 
to  build  a  new  organization,  bringing 


the  right  people,  the  resources  and  the 
systems  to  get  the  job  done. 

JMM  clients  must  make  big  projects 
happen.  And  JMM  program  managers 
are  the  people  they  turn  to  for  inspired 
solutions  on  a  grand  scale  and  for 
management  of  time,  money,  people 
and  technology. 

Call  Dave  Black  at  1-800-876-4JMM 
and  ask  for  our  Program  Management 
brochure.  That's  one  sure  way  to  bag 
the  best  resources  for  your  next  environ- 
mental program. 

JMM  James  M.  Montgomery 


PC.  Box  7009,  Pasadena,  CA  91109-7009 
(818)  796-9141 
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The  Right  Typeface 

Can  Make  Even 

BAD  NEWS 

Look  Good. 


e  offer  the  example  at  leh  as  a  simple  demon- 


E^ch  Adobe  Type  Set  package  contains  eight  to 


stration  of  the  power  of  type.  Why,  if  a  typeface  can         ten  typefaces,  a  32-page  booklet  on  using  type 
make  a  letter  from  the  IRS  appear  inviting,  think         effectively,  and  Adobe  Type  Manager*  software  — 
what  it  could  do  for  your  documents.  ^  ^^^^^^^SH^^l     for  a  true  picture  of  your  type,  on 

At  Adobe,  we  believe  a  typeface  is  screen  and  on  the  page.  And  we 


not  a  minor  detail,  but  an  essential 


part  of  every  written  communica- 


tion. The  look  of  a  document  has  a 


might  mention,  just  to  clinch  things, 


Adobe  Type  Sets  are  simple  to  use 


and  quite  affordably  priced. 


Now,  if  we  can  lust  talk  the  IRS 


great  deal  to  do  with  its  effectiveness 

This  is  why  we  created  Adobe 
Type  Set*  packages,  computer  typefaces  for  Mac-  Regular  is  our  pick),  who  knows  what  wonders 


.  Mr.  Stuiwon  of  the  IRS  politely  foUouv  up 

hL>  invitation  with  a  vutt.  into  using  a  better  typeface  (Cochin 

Oddly,  no  one  appeant  to  be  at  home. 


intosh*  and  PC  Windows.'  Adobe  Type  Sets  are  it  could  do  tor  the  national  balance  sheet? 


specially  selected  typefaces,  designed  to  improve 


To  learn  more  about  Adobe  Type  Set  packages. 


everyday  business  documents  —  from  letters  and  visit  the  Adobe*  Authorized  Dealer  nearest  you. 


spreadsheets,  to  faxes,  overheads  and  invitations.  Or  telephone  1-800-833-6687" 


Adobe  Systems  Incorporated 


^^^^H      Adobe  Spreadsheets  A  {iraphii 

■  MskeTypi-M-i  i nvit.\ i io.n.% «  AWjUim  ■■■  : ■ 

Adobe 7yv,Sir  Le«ers,Memo.s  &  Faxes 
'^  '^y^A.  Overheads  A  slides  ^ ;  ■ 


Co. 


YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gift  expresses  more  than 
-Z.  A-  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 
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Tiffany  &  Co. 


AFewExamdes 
QfWhat'sBdngMade 
InMexicoTbday 

Investing  in  Mexico  is  truly  a  money-making  proposition .  BRNCR  5ERFIN 

Just  ask  a  few  of  your  competitors  who  have.  Fortune  1000  serfinF 
companies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  tliese  and  odier  industries  are  profiting  from  investments  in  one  of  the  world's  top- 
Derfomiing  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
plants  and  joint  ventures. 

So  much  so,  in  fact,  tliat  almost  a  fiill  65  percent  of 
Foreign  capital  invested  in  Mexico  has  come  from  corjDora- 
dons  in  the  United  States. 

A  significant  poition  of  it  from  tlie  clients  30  c 
3f  Banca  Serfin.  For  as  Mexico's  most  ,  |  ^ 


experienced  international  bank,  no 
Dne  has  arranged  more  sales  of 
state-owned  industry.  And  no  ^ 
Dne  can  provide  a  better  link 
:o  our  country's  fast-paced  growdi. 

Because  we  offer  every  service  from 
nvestment  banking  and  export  finance  to 
VI &A  and  maquiladora 
issistance.  In  short,  all  the 
:apabilities  you  could  need 

So  talk  with  Banca 
Serfin  about  an  investment 
n  Mexico.  And  see  what 
A^e  can  make  of  it. 


Mexico  Citv       New  Yoi  k         Tokvo  London  Toronto  Los  Angeles       Nassau  Belize  Seoul 

(525)709-7644  (212)574-9504  (8133)273-5911(4471)408-2151    (416)360-8900   (213)955-0749  (212)574-9500  (5012)7-81-79  (822)756-5186 
For  more  information  on  itnesting  in  Mexico,  call  toll-free  1-800-336-7330  (U.S.);  1-800-336-6899  (Canada), 

6E-CA 


Christopher  Columbus 


This  is  a  tale  of  a  man  and 
a  city.  Because  it's  in 
Genoa,  the  capital  of  the 
Italian  Riviera,  that  Chris- 
topher Columbus  was 
born.  Now,  500  years  after 
he  made  history,  Italy  is 
welcoming  him  back  home 
with  a  world  -  class  cel- 
ebration. From  May  15th  to 
August  15th  1992,  Genoa 
will  host  the  International 
Specialized  Exhibition 
"Christopher  Columbus: 
ships  and  the  sea".  Two 


fascinating  themes,  navi- 
gation and  the  sea,  will 
be  presented  by  many 
participating  countries 
bringing  together  techno- 
logy, ecology  and  culture 
into  one  spectacular  vi- 
sion. But  there  are  more 
reasons  to  go  to  Genoa. 
The  Exhibition  will  coin- 
cide with  the  rejuvenation 
of  the  historical  city  cen- 
ter, based  on  a  vast 
project  by  Genoa  -  born 
Renzo  Piano,  one  of  the 
world's  leading  archi- 
tects. Investing  in  the 
city's  future,  the  restora- 
tion will  give  new  life  to 
the  Old  Harbour  docks 
and  warehouses,  to  which 
major  new  permanent  fa- 
cilities will  be  added.  In 
particular,  a  number  of 
important  international 
meetings  -  some  of  them 
sponsored  by  the  United 
Nations  -  will  be  held  in 
the  new  Conference  Cen- 


Official  Travel  Agent;  Tower,  via  De  Marini,  1  -  Tel.  (010)  64.57.451  -  Fax  (010)  64.57.299  -  16149  Genoa,  Italy. 


M  It  -  mm  IS  mi.  m  iitermtioui  speciuiied  eiiiibitioi  "ciitisTOPHER  (oiomns:  sups  m  tie 


ter,  a  prime 
venue  offer- 
ing countries 
from  all  over 
the  world  an 
outstanding 
opportunity 
to  come  together.  With 
this,  Italy  intends  to  con- 
tribute to  the  development 
of  world  understanding 
and  cooperation  towards 
progress  and  peace.  Ente 
Colombo  '92  Via  Sottoripa,  5 
Tel.  (010)  28.41.11  -  Fax  (010) 
29.26.93  - 1 61 23  Genoa  -  Italy 


Colombo  '92 

ESPOSIZIONE  DI  GENOVA  ^ 


THE  FUTVIIE  OF  THE  SEI PMS  THROIGII  CENOt. 


The  only  pointer  you'll  need 
on  Winaows  Confuting. 


The  Microsoft  Windows"  graphical 
environment  has  become  incredibly  popular 
And  not  surprisingly  the  best  way  to 
get  around  the  Windows  environment  and 
i|    applications  is  with  a  Microsoft  Mouse. 

With  well  over  6  million  of  our  mice 
in  the  field,  so  to  speak,  you  could  say  it's 
I    become  an  industry  standard.  In  fact,  it's 
I    been  so  well  received,  it  has  even  won  the 
PC  Magazine  Editors'  Choice  award. 


And  since  it  comes  from  Microsoft, 
you  are  assured  of  unquestionable  quality 
Not  to  mention  reliability. 

Give  us  a  call  at  (800)  541-1261,  De- 
partment R06,  and  ask  for  the  name  of  the 
dealer  nearest  you.  Then  go  check  it  out 
for  yourself.  We  think  you'll  see  our  point. 

Mkmsofi 


'i'1991  Mu-Tosoft  Corpnmlum  All  rights  n-icrred  I'mitcd  m  /fu-  USA  Imuic  the  50  United  States,  call  (800)  5411261.  Dept  R06.  outside  the  50  United  Statefi.  call  (206)  936-8661  Customen  in  Canada,  call  (416)  568-3503.  Microsoft  and  the 
Microsod  liino  arc  n:^vitcrfd  Iradvmarks  and  Making  ;I  all  make  sense.  Ihf  Mtcmsoft  Mouse  design  and  Windows  are  trademarks  of  Microsoft  Corporation  The  Microsoft  Mouse  design  is  protected  by  US  Design  Patent  No  302.426. 
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A  VOTE  OF  CONFIDENCE 
FOR  STOCK  OPTIONS 


I  y  experiences  at  Pfizer  in  tiie  early 
11960s  and  as  president  of  Genen- 
tecli  convince  me  tliat  Professors  Peter 
Cappelli  and  Josepti  Blasi's  cynicism 
about  stock  options  for  American  em- 
ployees is  incorrect  ("Offerinfj;  employ- 
ees stock  options  they  can't  refuse,"  Top 
of  the  News,  Oct.  7)'. 

Stock  options  for  virtually  all  employ- 
ees have  been  fundamental  to  the  cre- 
ation of  the  biotechnology  industry. 
They  are  highly  motivational  and  create 
significant  company  loyalty  at  all  levels. 
Perhaps  this  cannot  be  measured  by 
business  school  professors — but  it  cer- 
tainly can  by  successful  managers. 

G.  Kirk  Raab 
President  &  CEO 
Genentech  Inc. 
South  San  Francisco 

CONSOLIDATION'S  EFFECTS  ON 
AMERICA— AND  WHIRLPOOL 

What  has  historically  repelled 
Americans  about  this  kind  of  eco- 
nomic universe  is  its  threat  to  American 
democracy  and  culture  ("The  Age  of 
Consolidation,"  Cover  Story,  Oct.  14). 
Competition  produces  winners  and  thus 
is  self-eliminating.  This  concentrates 
wealth  and  power,  and  that  is  the  threat 
to  American  society.  Concentrating  eco- 
nomic power  eliminates  the  influence  of 
small  property  holders  and  reduces  most 
Americans  to  the  status  of  isolated,  de- 
pendent workers.  Postwar  culture  has 
eroded  the  power  of  Americans  by 
changing  them  from  active  citizens  to 
shoppers.  If  Americans  have  lost  the  in- 
stinct of  workmanship,  it  is  because  this 
comes  only  from  free  choice. 

R.  E.  Fauber 
Sacramento 

A square  peg  fits  into  a  round  hole 
about  as  well  as  Whirlpool  fits 
your  premise  that  global  consolidation  is 
unattractive  and  unproductive.  Whirl- 
pool's investment  in  Europe  is  a  signifi- 
cant long-term  strategy,  not  a  short- 
term  fling. 

Europe  hasn't  sapped  our  finances. 


Our  1990  per-share  earnings  were  affect- 
ed far  more  by  economic  volatility  in 
Brazil  and  by  sharp  (12.17')  declines  in 
second-half  demand  in  the  North  Ameri- 
can industry  than  by  our  European  oper- 
ations. In  the  first'  half  of  1991,  Whirl- 
pool net  earnings  were  up  24'X,  boosted 
in  part  by  strong  sales  in  unified  Germa- 
ny and  other  European  markets.  And  so 
far  as  Europe  "diverting"  our  attention? 
Please.  Expansion  into  Europe  and  else- 
where has  only  sharpened  our  focus  on 
what  we  do  efficiently  and  best — pro- 
duce and  sell  major  home  appliances. 
More  than  anyone  else,  as  you  do  cor- 
rectly note. 

Bruce  Berger 
Vice-President,  Corporate  Affairs 
Whirlpool  Corp. 
Benton  Harbor,  Mich. 

ISRAEL'S  'SICK  ECONOMY': 

A  SECOND  OPINION  

There  is  a  wide  consensus  in  Israel 
that  making  fundamental  economic 
reforms  is  an  important  step  for  raising- 
growth  and  productivity  and  for  having 
an  economically  efficient  absorption  of 
the  mass  of  new  immigrants  from  the 
Soviet  Union.  We  strongly  reject,  howev- 
er your  description  of  Israel  as  having  a 
very  sick  economy  ("Behind  the  head- 
lines, a  very  sick  economy,"  Internation- 
al Business,  Oct.  7). 

The  public  sector  in  Israel  is  indeed 
large.  However,  despite  the  heavy  bur- 
den of  defense,  the  size  and  main  char- 
acteristics of  the  public  sector  in  Israel 
do  not  differ  markedly  from  those  of 
several  European  countries,  such  as  Ger- 
many, France,  Sweden,  the  Netherlands, 
and  Belgium.  Moreover,  in  spite  of  an 
even  higher  degree  of  government  inter- 
vention in  the  1960s  and  early  1970s, 
Israel  managed  to  have  remarkably  high 
rates  of  growth  then. 

Second,  policymakers  have  been  very 
explicit  about  the  fact  that  the  funds  to 
be  borrowed  in  international  capital  mar- 
kets will  be  allocated  to  investments  in 
infrastructure,  housing,  and  in  adjusting 
new  immigrants'  skills  to  a  market  econ- 
omy. There  is  no  intention  to  increase 
the  size  of  the  public  sector  with  these 
funds.  The  government  has  also  made  it 
clear  that  it  views  the  business  sector  as 
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The  first  computer  to  understand 
you  dont  just  have  a  job. 

^u  have  a  hfe. 


PS/1 


/xiJ  "'iaiijf  I     II  'ill 


By  now,  you've  probably  discovered  the  newest 
national  pastime — trying  to  strike  a  better  balance 
between  the  work  you  do  and  the  life  you  lead. 

To  help  you  get  there,  we've  created  the  IBM 
PS/1.™  It's  designed  to  let  you  work  where  your  life 
is.  The  PS/1  runs  \^brd Perfect Lotus*  1-2-3® 
and  other  popular  business  software.  Some  models 
even  come  with  386™SX  power  and  Microsoft® 
Windows.™  Because  it's  from  IBM,  tlie  PS/1  is  prob- 
ably compatible  with  your  office  computer.  And 
it's  also  compatible  with  people.  It's  amazingly  easy 
to  set  up  and  use.  It  expands  to  meet  all  your 
growing  needs.  And  starting  at  $999,*  tlie  PS/1  is 
affordable,  especially  with  the  priceless  service 
and  support  of  IBM. 

After  all,  if  we  can  admit  there's  life  outside 
tlie  office,  maybe  it's  time  you  did. 

For  a  store  near  you,  call  1  800  IBM-3377. 


'Prices  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/1 
a  trademark  of  International  Business  IVIachines  Corporation  WordPerfect  is  a  registered 
trademark  of  WordPerfect  Corporation  Lotus  and  12-3  are  registered  trademarks  of  Lotus 
Development  Corporation  386  is  a  trademark  of  Intel  Corporation  l^icrosoft  is  a  registered 
trademark  and  Windows  a  trademark  of  fVlicrosott  Corporation  ic)199l  IBIvl  Corp 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 
THAT  USES 
THESE« 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  card  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex* 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it'"  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  oi^anization  is  dedicated  to  vours. 


f:  Rolodex 
^Post-it"  i 


is  a  registered  trademork  of  the  Rolodex  Corporotio 
3  trodemork  of  3M. 


WHERE  BE$T  TO  INVE$T  IN  1992? 


THE  NIGHTLY  BUSINESS 
REPORT  asks  five  top 
journalists  for  their 
predictior^s. 


THE 


SEYMOUR  ZUCKER 

Sr.  Editor,  BUSINESS  WEEK 

KEVIN  McCORMALLY 

Executive  Editor,  KIPLINGER'S 
PERSONAL  FINANCE  MAGAZINE 

KATHY  KRISTOF 

Columnist.  LOS  ANGELES  TIMES 

ERIC  SCHURENBERG 

Sr.  Editor,  MONEY 

HANK  GILMAN 

Sr  Editor,  NEWSWEEK 


THIS  WEEK  ON  YOUR  PUBLIC  TELEVISION  STATION 

The  Nightly  Business  Report  Is  produced  by  WPBT2/f\/lloml  In  ossociation  with  Reuters 

Nationally  underwritten  by  Digital  Equipment  Corporation,  A  G  Edwards.  Inc  , 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide 
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"The  service 
mainly.  It's 
impeccable." 


0 

HOTEL  LOTTE 


Member  irj  Seoul,  Korea 

Ik;-' 


Lotte,  The  VBP's  Choice 


Earl  S  Woo'e  , 


il  Asia  Pacific  Marteling 


We're  pleased  that  a  good  and  growing  number  of  our  guests' 
come  back  to  stay  with  us. 

Why?  As  Mr.  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  ser\ice "  they  appreciate  most. 
"Discrete  and  unobtrusive."  in  Mr.  Moore's  words. 

While  the  reasons  var>-  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  vour  hotel  in  Seoul? 


For  Reservations:  New  York:  (201)  944-1117.  Toll  Free  800-22  LOTTE.  LA:  (213)  540-7010.  Toll  Free  800-24  LOTTE.  LOnoon  (071)  323-3712/4 
Hotel  Lotte:  C  PC  Box  3500  Seoul.  Tel:  (02)  771-1000.  Telex:  LOTTEHO  K23533/4.  Fax  (02)  752-3758.  Cable:  HCfTELCTTE 
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KE  YOUR  BEST  SHOT. 


IMPROVE  YOUR  GAME  DRAMATICAILY 


with  the  world's  first  comprehensive 
GOL^  I'kiitk'OkM&H  at 
Centinela  Hospital's  Fitness  Institute. 

The  Evaluation  also  includes: 

A  detailed  video  and  computer  swing  analysis 
A  comprehensive  physical  examination 
A  golf-specific  exercise  prescription 
A  written  analysis  of  your  technique  by  a 
^  PGA  teaching  pro 


pnC  (NITlTDTf 


Call  Centinela  Hospital's  Fitness  Institute 
and  sign  up  for  the 
Golf  Performance  Evaluation  now. 


Located  in  Culver  City,  CA,  minutes  from  Los  Angeles 
International  Airport. 


Interest  rates  as  low  as  )\%  under  prime. 

P  R  I   M   E  F  I   R  S  t" 


First  mortgages  from  $200,000  to  2  million+. 

Owners  of  exceptional  properties  command  exceptional  financ- 
ing tiirough  Merrill  Lynch  s  PrimeFirst*"^  program: 

•  An  initial  6-month  interest  rate  as  low  as  prime  minus  ^4%* ; 

•  And  interest  rates  as  low  as  prime  minus  V4%  thereafter* ; 

•  PrimeFirst*'^  mortgages  save  thousands  up  front  vs.  banks 
charging  2-3  points; 

•  Interest-only  monthly  payments  for  the  first  10  years,  principal 
amortized  over  the  remaining  term; 

•  Available  for  first  mortgages;  purchase  money  or  cashout 
refinancing; 

•  72-hour  conditional  commitment  on  completed  applications, 
2 1  -day  final  approval . 

You  might  also  be  interested  in  our  Equity  Access®  home  equity  line 
of  credit,  with  100%  deductibility  for  qualifying  interest  expense.' " 


'Depending on  mortgage  size. 


*  Interest  expense  may  not  be  deductible  for  all  taxpayers. 
Consult  with  your  tax  advisor. 


PrimeFirst  mortgage  available  in  AZ,  CA,  CO,  CT  DE.  FL,  GA.  HI.  IL.  IN,  KY,  MA,  MD,  Ml,  NC,  NJ, 
NM,  NY,  OH,  PA,  Rl,  VA,  Vi,  WA,  WV  &  DC  Financing  made  available  by  Merrill  Lynch  Credit 
Corporation  or  an  affiliated  company,  7751  Belfort  Pkwy,  Jack,sGnville,  FL  32256,  MLCC  is  a 
Liceased  Mortgage  Banker-NJ  and  NYS  Department  of  Banking.  Illinoi.s  Residential  Mortgage 
Licen.see.AZ  Lie  BK 1 007 1 


SECONDARY  MORTGAGE  LENDER. 


l-800-854-7154,ext.5215 

□  Ye,s!  PlccLv  St '11(1  me  complete  inl(  )rmatn  >ii  anti  an  applitatii  )n  t(  ir  Itie  PrimeFirst^"  mortgage 

□  Please  send  me  information  on  your  Equity  Access'  line  of  credit. 


Name- 


Add  ress_ 


_City_ 


_.State_ 


_Zip_ 


Home  Phf)ne_  '.    

Mail  to: 

Merrill  L}Tich  Credit  Cc^rpor^  'in 
7751  Belfort  Parkway 
Jacksonville,  FL  32256 


©1991  Merrill  Lyni  h&  Co  .  Iric 


Business  Phone. 


Merrill  Lynch 

A  tradition  of  trust. 
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fact  that  L;iin(l  (interface)  eng-ineerin_t;' 
volves  more  than  just  limitinjf  capabili 
ties  until  products  become  trivia!  to  use 
While  this  is  indeed  a  valid  and  ofter 
appropriate  technique,  the  probleir 
faced  by  product  engineers  is  presenting 
the  user  with  access  to  advanced  capabi 
ities  in  a  way  that  makes  them  obvious 
without  being  trivial. 
.  In  a  similar  vein,  the  problems  of  de 
veloping  software  are  not  suddenly 
solved  by  the  use  of  objects.  Like  struc 
tured  programming,  modular  program 
tiling,  programmer  teams,  data  bases 
relation  data  bases,  and  automatic  pro 
gramming  (now  called  programming  Ian 
guages),  object-oriented  programming  \i 
yet  another  useful  tool.  But  it  doesn'i 
magically  solve  all  prolilems. 

In  other  articles,  you  have  explainec 
that  reengineering,  or  the  process  of  re 
thinking  a  system  as  a  whole,  is  mud 
more  effective  than  naive  modeling.  I 
contrast,  this  article  advocates  miniick 
ing  e.xisting  systems. 

Robert  Frankstor 
Newton  Highlands,  Mass 

'ME-ISM'  WON'T  CUT  IT 
IN  THE  NEW  MILLENNIUM 


After  reading  dozens  of  your  prev 
ous  issues  chock  full  of  articles  tha 
lamented  the  "me-ism"  of  the  1980s  an( 
how  it  assisted  in  the  erosion  of  ou 
national  competitiveness,  I  am  confusec 
by  your  apparent  change  in  your  editor 
al  philosophy  ("A  career  survival  kit. 
Cover  Story,  Oct.  7). 

Yes,  all  workers  have  the  right  t( 
maximize  their  talents  in  a  free  market 
place,  but  certainly  not  at  the  expense  o 
those  enterprises  that  struggle  daily  t( 
hold  back  the  trade-deficit  tide.  I  tak' 
issue  with  your  conclusion  that  employ 
ee/eniployer  relationships  are  necessar 
ily  zero-sum  games.  Your  "career  strate 
gy"  advice  is  one-dimensional  and  no 
any  more  iiispii'ed  than  the  advice  hand 
ed  out  bv  college  iilacement  offices  ii 
the  1950s. 

If  the  past  decade  has  taught  us  any 
thing,  it's  that  adversarial  points  of  vie\ 
are  not  only  inconsistent  with  commer 
cial  efficiencies  but  also  self-defeating  a 
a  time  when  our  human  resource 
shoulfl  be  focused  on  the  conipetitiv 
challenges  of  the  new  millennium. 

Michael  Murph 
Presiden 
CopyWorks  Inc 
Grand  Rapids,  Mich 


Letters  to  the  Editor  should  be  sent  to  Reodei 
Report,  Business  Week,  1221  Avenue  of  the  Amer 
cos,  New  York,  N.  Y.  10020.  Fox:  (212)  512-446- 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  ir 
elude  on  address  and  daytime  and  evening  telf 
phone  numbers.  We  reserve  the  right  to  edit  lettei 
for  clarity  and  space. 


12  BUSINESS  WEEK/NOVEMBER  11,  1991 


IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that  —  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


CHAIN  REACTION:  THE  IMPACT  OF  RACE,  RIGHTS, 
AND  TAXES  ON  AMERICAN  POLITICS 

By  Thomas  Byrne  Edsall  with  Mary  D.  Edsoll 
Norton  •  339pp  •  $22.95 

PARTY  OF  THE  PEOPLE? 
WHICH  PEOPLE? 


MINORITY  PARTY:  WHY  DEMOCRATS  FACE 
DEFEAT  IN  1992  AND  BEYOND 

By  Peter  Brown 

Regnery  Gateway  •  350pp  •  $21.95 


In  1985,  a  pollster  named  Stanley 
Greenberg  gathered  a  group  of 
white  Democrats  from  suburban  De- 
troit to  talk  about  race  and  their  j)arty. 
The  results,  for  traditional  liberals,  were 
shocking.  This  group  of  /urmer  loyalists 
was  convinced  their  party  had  betrayed 
them.  When  Greenberg  read  a  rousing 
quote  from  Robert  Kennedy  about  the 
special  obligation  owed  to  blacks,  the  re- 
sponse was  chilling.  Replied  one  partici- 
pant; "No  wonder  they  killed  him." 

The  message  couldn't  have  been  clear- 
er. But  the  national  party,  including  its 
Presidential  contenders,  never  got  it. 
Walter  Mondale,  Michael  Dukakis,  and 
Jesse  Jackson  kept  singing  the  same  old 
song — raise  taxes,  spend  more  for  the 
poor,  and  press  for  such  social  engineer- 
ing policies  as  busing  and  affirmative 
action.  The  result:  The  Democrats,  who 
three  decades  ago  dominated  American 
politics,  today  are  a  nonfactor  in  Presi- 
dential elections.  They  survive  in  Con- 
gress only  thanks  to  the  powers  of  mon- 
ey and  incumbency. 

Two  powerful  new  books — Minority 
Party,  by  Washington  political  reporter 
Peter  Brown,  and  Chain  Reaction,  by 
Washington  Post  reporter  Thomas 
Byrne  Edsall  and  his  wife,  Mary  D.  Ed- 
sall— probe  the  Democrats'  agony. 
Brown's  is  a  journalistic  look,  taking 
readers  into  the  homes  of  the  middle- 
class  suburbanites  who  are  the  key  to 
contemporary  politics.  The  Edsalls  take 
a  more  historical  and  analytical  view,  ex- 
ploring how  the  party  became  trapped  in 
the  confluence  of  changing  race  rela- 
tions and  economics.  But  their  conclu- 
sions are  strikingly  similar:  The  politics 
of  race,  taxes,  and  what  has  become 
known  as  "values"  have  caused  both  tra- 
ditional Democrats  and  up-for-grabs 
young  suburbanites  to  reject  the  party's 
national  candidates  in  droves. 

The  Edsalls  offer  a  compelling  chroni- 
cle of  what  went  wrong.  Democratic  lib- 
eralism, they  argue,  reached  its  zenith  in 
August,  1965,  when  President  Lyndon  B. 
Johnson  signed  inlo  law  the  Voting 
Rights  Act.  A  week  later,  Watts  explod- 
ed in  riots,  and  the  peaceful  struggle  for 
equality  faded  from  view,  supplanted  by 
images  of  black  power,  ghetto  crime, 
welfare  mothers,  and  drugs.  Black 
spokesmen  no  longer  demanded  equal 
opportunity;  they  insisted  on  equal  out- 


comes, which  meant  quotas  and  minority 
set-asides.  For  Northeastern  cities,  the 
bedrock  of  Democratic  Party  support,  it 
meant  busing.  All  the  while,  as  the  bill 
for  poverty  programs  grew,  middle-class 
voters  watched  rising  taxes  eat  away  at 
their  stagnating  incomes. 

Republicans  became  adept  at  exploit- 
ing white  resentment.  Richard  Nixon 
first  tapped  it  with  calls  for  "law  and 
order."  Ronald  Reagan  boosted  his  can- 
didacy with  his  "welfare  queen"  rhetoric 
and  a  national  tax  revolt.  And  George 
Bush  made  black  convict  Willie  Horton  a 


off  the  pdor  and  iV)Cus  instead  on  policies 
that  "reward  people  for  working."  The 
Edsalls  say  the  Democrats  must  face  up 
to  the  divisive  issue  of  race. 

The  Edsalls  argue  that  liberal  Demo- 
crats have  gotten  into  trouble  largel\ 
because  the  party  has  stifled  dissent 
Critics  of  redistributional  economics  oi 
traditional  welfare  are  labeled  racists 
Senator  Daniel  P.  Moynihan  (D-N.Y.;j 
was  denounced  for  a  decade  because  ir 
the  1960s  he  identified  the  troubled  stati 
of  the  black  family.  Even  today,  femi 
nists  vow  to  turn  out  of  office  not  onl\ 
those  Democrats  who  voted  for  Clarenci 
Thomas'   nomination  to   the   Suprenn , 
Court  but  even  those  who  didn't  oppost] 
him  loudly  enougli.  Democratic  liberals ' 
write  the  Edsalls,  "often  barred  fron 
consideration  legitimate  issues  for  politi 
cal  discourse."  Because  most  of  the  sti 
fled  criticism  came  from  local  party  offi ; 
cials — those  closest  to  the  nation's  rea  | 
mood — the  party  lost  touch  with  voters  | 


symbol  of  Democratic  permissiveness. 
The  message  was  always  the  same:  "It's 
them  against  us,"  the  GOI'  told  the  white 
middle  class,  and  the  Democrats  favored 
"them."  It  was  a  powerful  message  be- 
cause it  was  in  large  part  true.  Brown 
and  the  Edsalls  argue. 

The  Democratic  Party  did  choose  to 
become  the  representative  of  those  who 
felt  oppressed  by  society  at  large — poor 
blacks,  radical  feminists,  and  homosex- 
ual activists.  And  by  doing  so,  the  party 
implicitly  rejected  those  labeled  the  op- 
pressors: suburban  middle-class  whites. 
The  party's  moral  stance  may  be  wor- 
thy— that's  the  subject  of  another  de- 
bate. But  these  books  offer  exceptional- 
ly blunt  political  analysis.  There  are, 
they  observe,  far  more  voters  in  the 
U.  S.  who  fall  under  the  label  of  oppres- 
sor than  oppressed.  And  for  the  Demo- 
crats, that  equation  is  an  electoral  disas- 
ter. Brown  wants  Democrats  to  write 


Brown  tells  of  Geri  Suma,  a  suburbai 
homemaker  married  to  an  auto  worke 
from  Macomb  County,  Mich.  In  196^ 
Suma  supported  Eugene  McCarthy  fo 
President,  but  also  worried  about  havim 
her  asthmatic  son  bused  to  a  scho(, 
miles  away.  "Busing  made  me  begin  t 
think  the  Democratic  Party  wasn't  fo 
us,"  says  Suma,  who  began  voting  Rt 
publican.  The  Democrats  have  don 
nothing  in  the  23  years  since  to  brin 
her  back  into  the  fold.  And  without  Gei 
Suma  and  others  like  her,  the  Democra 
ic  Party  will  continue  to  lose. 

Some  of  the  party's  latest  crop  o 
Presidential  candidates,  such  as  Arkar 
sas  Governor  Bill  Clinton,  former  Mass? 
chusetts  Senator  Paul  Tsongas,  and  Vii 
ginia  Governor  L.  Douglas  Wilder,  ar 
searching  for  a  message  that  can  wo 
back  the  Geri  Sumas.  But  the  hard  trut 
is  that  as  long  as  the  party's  most  ident 
fiable   personality — as   recent  poll 
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From  One  Group  Of 
Leaders  To  Another, 
Thank  You. 


SPACING. 

United  Parcel  Service 

BUICK 

The  PGA  TOUR  would  like  to  thank  our  Presenting  Sponsors 
for  their  support  at  THE  TOUR  Championship  featuring  the  top 
30  players  on  TOUR. 


THE  S 


URPRISING  ^1 


State-of-the-art  high  resolution  color  displays  for  the  FAA. 


To  detect  wind  shear,  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 


CROWDED  SKIES  ARE  NOW  SAFER  THAN 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


RLD     OF  RAYTHEON 


lorway's  modernized  air  traffic  control  system  will  include  Support  services  for  the  U.S.  National  Airspace  System, 

adars  from  Cossor,  such  as  this  system  in  Geneva. 


n  Norway,  TrinidatVTobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
ikies  safer  than  ever  before. 

lie  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid, 
['s  Beech  Aircraft  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
ledarapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot, 
'or  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 


mmm 


imdrmatloiL 


The  NEXIS"  electronic  information  service  can  give  you  a  clearer  perspective 
on  today's  business  environment,  with  current  facts,  histoncal  information, 
even  expert  analyses  and  viewpomts,  right  at  your  own  PC.  And  for  the  next 
90  days,  it's  available  at  a  significant  discount.  So  call  for  the  NEXIS" service 
todav  llceausc  not  only  is  the  information  unlimited,  so  is  your  potential. 


CALLH00-22^4908NQW. 


NEXISW 


Vm\  Mead  Data  tcnlral,  Inc  All  rights  reserved  NFXIS  and  I.FXIS 
arc  registered  trademarks  lor  information  prrjdiitts  and  services  ot  Mead  Data  Central,  Inc 


>OW  PRI^TED  I\  ^EW  YORK  FOR  SPEEDY  DELIVERY. 


If  you  like  the  nrr 
when  you're  traveling, 
why  not  get  it  at 
home? 

No  local  bias,  no  political  bias,  no  national  bias. 

Simply  a  balanced  edit  of  world  news  with  an 
international  perspective  on  business,  travel,  the  arts, 
and  global  investing. 

!\ow  yon  can  get  same-day  hand  delivery  of  the 
International  Herald  Tribune  in  Manhattan,  downtown 
Chicago,  Los  Angeles,  Miami,  Philaclelphia,  San  Francisco, 
and  Washington,  D.C.  and  in  most  areas  of"  Boston, 
Toronto  and  Montreal. 

To  sid>scribe,  caU:  1-800-882-2884.  (In  Canada:  800-53.5-891. '5) 

I  k    IVrKR,N\T1()NAI,  »  g 


oo 


show — is  Jesse  Jackson,  the  Denioci-at.sj 
simiily  cannot  win,  ^iven  the  nation's| 
current  pf)litical  mood. 

BY  HOWARD  GLECKMAN 
W  iisli  I  iifitiiii  ('o)i  csiiuiidciit  ( ilcrl;  DKiK  l/ds 
icnilfii  rvcriillji  iihoiil  ta.i'  /xjlici/  (iitiJ  Hk 
/lulilics  of  rdci'. 


BOOK  BRIEFS  I 


MILLENNIUM:  WINNERS  AND  LOSERS 
IN  THE  COMING  WORLD  ORDER 

By  Jacques  Attali 

Times  Books  •  130pp  •  $17 

FUTURE  SHOCKER 


Jaccjues  Attah,  president  of  the  new 
>^\2  billion  European  Bank  of  Recon 
struction  &  Development  and  long- 
time adviser  to  France's  Francois  Mitter- 
rand, is  a  man  of  many  ideas.  Some  are 
familiar,  some  involved,  some  outland 
ish.  But  a  few  are  worth  pondering.  For 
tunately,  this  is  a  slender  volume,  and 
impatient  readers  can  skim  the  early  sec 
tions  and  focus  on  the  last  three  chap 
tei's.  That's  where  the  strangest — and 
best — of  Attali's  musings  can  be  found 
Till  then,  he  tells  a  mostly  familiar 
tale:  Tlie  age  of  bi]>olar  superpowers  is 
ending.  America  is  in  relative  decline 
and  Japan  is  the  ascendant  economic 
powei'.  .\  strongi.'r,  ex})anding  democrat 
ic  Europe  will  vie  with  the  Pacific  Rin' 
for  economic  leadership.  Markets  have 
triumjjhed,  and  the  "central  organizing 
l)rinciple  of  the  future"  will  be  economic 
But  once  .Vttali  starts  to  explore  the 
characteristics  of  the  new  world  he  envi 
sions,  his  observations  become  biting 
The  chapter  entitled  "Millennial  Losers,' 
in  spite  of  broad  generalizations,  makes 
a  crucial  point:  For  billions  of  people  in 
the  less-developed  world,  the  new  world 
order  will  be  much  like  the  old,  only 
worse.  In  an  age  when  information  and 
knowledge  are  the  raw  materials  for 
growth,  more  and  more  people  will  be 
left  l)ehiiid.  Yet  images  are  transmittec 
so  freely  around  the  globe  that  they  wil 
be  painfully  aware  of  what  they  cannol 
achieve.  The  result:  inevitable  eonflici 
l)etween  the  haves  and  the  have-nots 

Attali's  vision  of  how  the  more  pros 
perous  will  live  i.)rovides  a  chilling  coun 
terpoint.  In  "Nomadic  Man,"  he  depicts 
man  in  the  "hyperindustrial"  age 
ecjuipped  with  technological  tools  thai 
enable  him  to  l)e  at  once  productive  anc 
mobile.  Ties  with  country,  community 
and  family  will  be  easily  severed.  Th( 
individual  will  l)e  self-sufficient  and  self 
interested,  able  to  flee  and  ignore  th^ 
inequities  around  him.  Attali's  vision  is 
bleak  and  overdrawn,  but  it  is  sufficient- 
ly grounded  in  reality  to  be  troubling. 

BY  KAREN  PENNAf 
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|.  „yivinal  Sell/,/ 


THIS  COPIER  mm 

122  EMBE221EMENT 


nUDES,  AND  22li  CASES 
OF  RACKEIEERING. 


Q  Ah  yes,  the  undeniable  power  of  greed.  It 
can  take  a  usually  steadfast  and  reliable 
creature  from  the  office  to  the  courtroom 
quicker  than  you  can  say  subpoena.  But 
there's  one  thing  in  the  office  that's 
completely  trustworthy  Savin  copiers.  And 
since  they  have  been  known  to  last  twenty 
years,  the  only  reason  you'd  replace  your  old 
Savin  copier  is  to  get  the  full  range  capability 
of  a  new  one,  Q  Take  the  new  Savin  9710. 
It  has  all  the  features  you  need  in  this  uh-oh- 

©  1991  Savin  Corporation 


we-made-too^many-copies-where's-the- 
paper-shredder-when-we-need-it  business 
world.  QUke  high  speed  and  high  volume 
performance,  with  a  3700-sheet  paper 
capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 


where  you  like.  Automatic  copying  from 
unburst  computer  forms  so  you  don't  have  to 
stand  there  and  ponder  the  meaning  of  life.  A 
guidance  display  so  easy  even  the  temps 
can  understand  it.  And  a  Job  Card  System 
that  makes  tedious  copying  jobs  a  piece  of 
■j  cake.  Q  So  here's  what  you  should  do.  Don't 
hire  anyone  who  can't  look  you  in  the  eye. 
And  call  Savin  today  at  1-800-52-SAVIN.Q 

sai/in 


WE  MIND  YOUR  BUSINESS. 


AN  END  TO  MASSIVE  LAYOFFS 
AS  EXHIBITED  BY  THE  ChamelGonidae  Dilepis 


Olsten 
introduces 

THE 
FLEXIBLE 
WORKFORCE. 


It's  the  nature  of  business.  When  the  economy  goes, 
so  do  people.  But  layoffs  cost  money.  And  morale.  Not 
the  best  way  to  adapt  to  a  changing  business 


environment.  Olsten  has  the  solution:  flexibility, 
ith  the  Olsten  Flexible  Workforce™,  the  ability 


temporary  workers, 
economically. 


to  respond  effectively  to  economic  trends 
is  built  into  the  structure  of  your  company. 
You're  never  overstaffed  or  understaffed,  instead,  you  maintain  a  core 
of  full-time  workers.  Then,  when  production  increases  and  needs  change, 
Olsten  supplies  you  with  appropriately  skilled 
You  get  the  job  done  more  efficiently  and 
Morale  is  maintained.  As  well  as  productivity. 

So  make  Olsten  your  partner  in 
flexibility.  And  prepare  your  company  for 
the  future,  whatever  changes  it  brings. 
You  won't  have  to  let  people  go.  Just  your 
old  concepts  of  how  to  manage  them. 


Be  prepared  for  a 

CHANGE. 
CALL  ' 
...  l-a00-225,TEMP 


Temporary  Services 


THE    WORKING  SOLUTION' 


HOW  JAPAN  PUTS  THE ' 
IN  HUMAN  CAPITAL 


BY  ALAN  S  BLINDER 


To  a  degree  that 
Americans  would 
find  astonishing,  big 
Japanese  companies 
are  run  for  the 
benefit  of  employees 
rather  than 
stockholders.  That 
this  leads  to  high 
productivity  should 
not  be  surprising 


ALAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGfTHER 


My  last  two  columns  on  theories  of 
the  extraordinary  dynamism  of  the 
Japanese  economy  concluded  that  in- 
dusti'ial  targeting  was  prohal)ly  a  major  factor 
in  the  195()s  and  19(i0s,  but  much  less  so  since, 
and  that  the  uni<iue  relationships  embodied 
in  the  production  keiretsu  are  prol)ably  im- 
portant even  now.  But  I  have  saved  what  I  be- 
lieve to  be  Japan's  real  "secret"  for  last:  The 
Japanese  seem  to  have  broken  down  the  "us 
vs.  them"  barriers  that  so  often  impair  labor 
relations  in  American  and  European  compa- 
nies. They  do  so  by  creating  a  feeling  that 
employees  and  managers  share  a  common  fate. 
To  i)araphrase  Lincoln,  a  well-run  Japanese 
corporation  is  of,  by,  and  for  its  people. 

Of  the  employees:  Finance-dominated  cap- 
ilalism  too  often  forgets  that  a  business  orga- 
nization is  made  up  of  people  and  can  function 
no  better  than  they  do.  The  Japanese  rarely 
forget  this.  Indeed,  Japanese  managers  com- 
monly believe  that  the  company's  employees, 
not  its  machines,  are  its  most  important  as.sets 
and  are  therefore  to  be  valued,  nurtured, 
and— except  in  extremis— retained.  So  Japanese 
comjianies  train  their  employees,  see  to  their 
welfare,  guarantee  them  job  security,  and  offer 
career  paths  that  blossom  if  the  c<mii)any 
flourishes. 

American  executives  will  tell  you  that  it  is 
risky  and  expensive  to  make  large  invest- 
ments in  employees  who  may  soon  resign  or 
be  laid  off  or  to  guarantee  job  security  in  a 
changing  business  world.  They  are  right.  But 
there  are  also  benefits:  A  highly  trained  work 
force  is  more  productive;  a  multiskilled  work 
force  is  more  flexible;  employees  with  job  se- 
curity welcome  r'ather  than  fear  innovation. 

By  the  employees:  Japanese  companies  are 
ceilainly  hierarchical— all  that  bowing  means 
something.  But  they  are,  nonetheless,  in  a 
real  sense  run  l)y  their  employees.  Japanese 
CEOs  are  rarely  dictators;  many  top  companies 
are  run  by  consensus.  Work  is  organized  into 
teams,  from  the  executive  suite  to  the  factory 
floor.  Important  ideas  and  decisions  bubble 
up  from  below  at  least  as  frequently  as  they 
come  down  from  on  high. 

Consultation  between  labor  and  manage- 
ment is  a  pervasive  practice  in  Japanese  com- 
panies. Although  employee  participation  is  cer- 
tainly not  unknown  in  the  U.  S.,  it  is  much 
more  widespread  in  Japan.  Ordinary  workers 
are  encouraged  to  make  on-the-spot  decisions 
rather  than  check  their  brains  at  the  door. 

For  the  employees:  It  is  said  that  Japanese 
workers  are  culturally  disciplined,  gi'oup-ori- 
ented,  and  hardworking.  They  probably  are. 
But  that  cannot  be  the  whole  story.  To  a  sig- 
nificant degree,  Japanese  workers  coopei'ate 


with  management  because  their  welfare 
tied  up  with  that  of  the  company. 

Modern  economics  identifies  a  serious 
centive  issue  known  as  the  principal-agei 
problem.  A  familiar  example  arises  when  y( 
hire  an  agent  to  sell  your  house.  Will  tl 
agent  act  in  your  best  interest  or  in  her  owi 
At  least  two  major  principal-agent  problen 
arise  with  companies.  First,  how  do  corpora 
boards  ensure  that  executives  serve  tl 
interests  of  shareholders?  Second,  how 
managers  get  workers  to  put  forth  their  be 
efforts? 

American  capitalism  solves  the  fii-st  of  the; 
two  problems  beautifully.  Huge  stock  optio 
and  other  financial  incentives  make  the  inte 
ests  of  executives  and  shareholders  as  on 
Should  that  approach  fail,  corporate  raide 
stand  ready  to  buy  up  companies  whose  stoi 
market  values  are  depressed  by  incompete 
or  opiiortunistic  management. 
COMING  TO  AMERICA.  The  Japanese  special 
in  solving  the  second  principal-agent  pro 
lem— motivating  the  work  force— l)y  makii 
their  employees  both  principals  and  ageni 
To  a  degree  that  Americans  would  find 
tonishing,  large  Japanese  companies  ar"e  n 
for  the  l)enefit  of  their  employees  rather  th 
their  stockholders.  That  means  providing  e 
tensive  fringe  benefits  as  well  as  the  trainii 
and  job  security  I  have  already  mentioned, 
means  comparatively  narrow  pay  differenti 
between  executives  and  ordinary  workers 
means  that  managers  be,gin  their  careers  wi 
a  stint  on  the  factory  floor.  And  it  may  al 
mean  the  aggressive  pursuit  of  corpora 
growth,  even  when  growth  is  unprofitable, 
guarantee  job  security  and  provide  attracti 
careei'  ladders  for  employees. 

All  these  things  and  more  convm 
Japanese  workers  that  their  companies  a 
run  for  their  benefit.  When  an  employee 
Toyota  thinks  "us  vs.  them,"  "them"  is  mc 
likely  to  be  Nissan  or  General  Motors  th 
Toyota's  management.  That  such  beliefs  le 
to  high  pi'oductivity  should  not  be  so  amazii 

These  attitudes  are,  I  think,  slowly  comi 
to  America  as  profit-sharing  and  employee 
volvement  spread  and  as  command  and  cont 
give  way  to  workplace  cooperation.  They 
migrating  from  high-tech  companies  such 
IBM  and  Hewlett-Packard  to  old-line  industr 
companies  such  as  Corning  and  Ford.  T 
word  has  traveled  through  Japanese  trai 
plants,  from  the  GM-Toyota  joint  venture 
California  to  GM's  unconventional  Saturn  Co 

It  is  in  managing  people,  I  believe,  tl 
America  can  leani  the  most  fi"om  Japan.  Th( 
is  room  foi'  optimism  Init  not  for  complacen 
for  we  have  a  long  way  to  go. 


■ 
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ECONOMIC  VIEWI 


AC^  wants  you  back  so  much,  we'll  even 
pick  up  the  tab  for  a  month. 


One  month  of  free  long  distance  -  up  to 
S 2,000*  -  when  your  business  switches 
to  AT&T  PRO®  WATS  by  12/9/91. 

At  AT&T,  even.-  business  customer 
is  important.  That's  wh\-  we're  out  to  win 
each  and  even-  one  back  to  AT&T  PRO  WATS. 

And  if  you  switch  back  to  PRO  "^'ATS 
before  December  9, 1991  and  request  instal- 
lation b)' December  20,  1991,  we'll  reimburse 
vou  for  a  month  of  long  distance  -  up  to 

 'S2.000.  * 

Your  business  deserves  the  best.  So  if  your  current  long  dis- 
tance company  isn't  gi\  ing  you  the  savings  or  quality  \ou  expected, 
then  you  owe  it  to  yourself  to  switch  back  to  PRO  WATS. 

That's  because  PRO  WATS  offers  discounts  on  AT&T  direct- 
dialed  calls:  out-of  state;  in-state  (in  most  states );  AT&T  International 
calls;  even  AT&T  Corporate  Calling  Card  calls  to  domestic  and  inter- 
national destinations. 

And  since  PRO  WATS  is  a  volume  business  discount  calling 
plan,  the  more  you  call,  the  more  you  save. 

But  tliat's  not  all.  AT&T  PRO  WATS  also  gives  you  the  best 
call  completion  rate  and  the  best  call  setup  time  in  the  industry.'** 

And  AT&T  offers  a  family  of  calling  plans  tliat  can  help  any 
business  save  -  no  matter  how  or  where  \-ou  call  long  distance. 
Remember,  AT&T  wants  you  back.  And  to  prove  it,  we'll  give 


you  a  month  of  long  distance,  free.  But  this  offer  ends 
December  9. 1991,  so  come  back  soon! 

Let  AT&T  pick  up  the  tab  whenyoii  switch: 
Call  1  800  222-0400,  Ext.2749 

^AT&T 

The  right  choice. 


My  business  wants  to  come  back 
and  save  with  AT&T  PRO'  WATS. 

□  ^  es,  niy  companv  w-ould  like  to  switcii  to  AT&T  PRO  WATS 
business  discount  calling  plan, 

□  We'd  like  to  learn  more  ab(  )ut  PRO  WATS.  Have  someone  call  us. 


Name  

Company  - 
Address  _ 
Cin-  


-Title. 


-State. 


-Zip. 


Business  Phone 


) 


Mail  to;  AT&T,  1100  Walnut  St.,  P.O.  Box  419548,  Kansas  Cit\',  MO  64r9-0219 
Or  call  1  800  222-0400,  Ext.  2749 
I  


•Some  restriaions  apply.  Reimbursement  based  on  March  1992  dated  bill  for  usage  on  lines  switched  back  from  another  long  distance  carrier,  and  will  be  received  .ls  future  usage  credit 
on  your  May  1992  dated  bill  Usage  credit  cannot  exceed  Februarv'  1992  dated  bill  for  usage  on  lines  sv\  iiched  to  K\&I  between  9/9/91  and  12/9/91.  Available  only  in  ATiiT  billed  areas. 
•Based  on  6/30/91  AT&T  Bell  Labs  test  results. 

©  1991  AT&T 


What's  the  business  world 
coming  to? 


Nc,  V,  whether  you're  a  Macintosh  or 
PC  user,  you  can  add  a  little  color 
toyop   vork  without  giving  up  great 
black  a.  "  white  print  quality.  You 
can  do  m<  o  interesting  charts  and 
graphs.  Impressive  cover  pages.  And 
compelling  overhead  presentations. 
Hewlett-Packard  makes  it  all  pos- 
sible with  the  HP  DeskWriter  C 
printer  for  Macintosh  and  the 
DeskJet  500C  for  DOS  and  Windows 


applications.  Impressive  black  and 
whit  e.  And  thousands  of  colors.  For 
only  $1,095.* 

The  best  features  of  HPfe  DeskJet  500 
black  and  white  printer  haven't 
changed.  You'll  still  get  the  crisp, 
clean,  laser-shaip  resolution.  And 
youll  still  have  all  the  built-in,  scal- 
able fonts  and  graphic  capabilities 
that  can  make  such  a  difference  in 
your  work. 


Take  all  that,  add  a  nearly  endless 
choice  of  attention-getting  colors, 
and  you've  got  a  very  valuable  new 
partner  And  once  you  see  how  easy 
the  DeskJet  500C  and  DeskWriter  C 
are  to  use,  you'll  like  them  even 
better.  Just  plug,  play,  and  print.  On 
plain  paper  or  transparency. 

With  the  DeskJet  500C  and 
DeskWriter  C,  Hewlett-Packard 
introduces  a  colorfiaJ  new  generation 


iR(?ested  US.  list  price  "Offer  valid  thniut^i  Jamiary  :il,  1992-  No  purchase  necessary;  vf)iil  where  prohihited.   "S'  1991  Hewlett-Packard  Company  PE12127 


Affordable  color. 
The  HP  Desl^^ter  C  printer 
for  the  Mac. 


And  the 
HP  DeskJet  500C  for  PCs. 


Only  $1,095  each. 


o  its  family  of  inlget  printers.  A 
amily  that  stands  for  affordable 
[uality.  Quality  that's  backed  by 
.  three-year  warranty. 

'bu've  probably  been  imagining 
'our  work  with  a  little  color  You're 
ilways  wondering  what's  next.  If 
'ou'd  like  us  to  send  you  some  sam- 
)le  output  from  the  DeskJet  500C 
•r  DeskWriter  C,  call  1-800-752- 
>900,  Ext.  2759.  Or  visit  your 


nearest  authorized  HP  dealer  and 
sign  up  for  a  chance  to  win  a 
Caribbean  cruise  for  two.**  Color 
has  finally  arrived. 

HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 


conomic  Trends 


BY  GENE  KORETZ 


JOB  WORRIES 
OBSCURE  A  LOOMING 
LABOR  SHORTAGE  . . . 


Pcrha[).s  the  most  curious  aspect  of 
the  economy's  current  jjerfoi'mance 
lies  in  lal)or-market  trends.  Not  only 
has  emi)loyment  been  unusually  weak- 
raising  feai's  that  the  nascent  recovery 
is  faltering— hut  lal)or-force  growth  has 
been  unusually  slow.  The  latter  trend, 
say  Gert  von  der  Linde  and  Richard 
Hokenson  of  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.,  points  to  a  dra- 
matic shift  in  the  employment  picture 
once  business  activity  accelerates. 

"Current  anxiety  about  a  shortage  of 
jobs,"  says  Hokenson,  "could  rapidly  .give 
way  to  concern  about  a  shortage  of  (jual- 
ified  people  to  fill  job  openings." 

Since  the  economy  slipped  into  reces- 


AN  INCREASE  IN  PEOPLE 
WHO  DON'T  WANT  WORK 


PERSONS  OUT  OF  THE  LABOR  FORCE 
WHO  DON'T  WANT  JOBS  NOW 


PERSONS  OUT  OF  THE  LABOR  FORCE 
WHO  DO  WANT  JOBS 


▲  MILLIONS  Of  PFOPLE 

DATA:  BUREAU  Of  lABOR  STATISTICS 


sion  in  July  of  last  year,  note  the  two 
economists,  the  labor  force  has  grown  a 
mere  O.B2%— roughly  one-third  as  fast 
as  it  did  after  previous  downturns 
began.  And  while  slower  growth  of  the 
working-age  i)opulation  is  partly  re- 
sponsible, labor-force  participation  by 
Americans  has  also  posted  an  unusual 
decline.  Indeed,  if  labor-force  growth 
had  kept  jjace  with  the  I'ise  in  the  work- 
ing-age population  over  the  past  12 
months,  the  lai)or  force  would  now  have 
over  half  a  million  more  people,  and  un- 
employment would  be  far  higher. 

Not  only  has  the  numl)er  of  people 
who  are  out  of  the  labor  force— those 
neither  employed  nor  actively  seeking 
work— posted  an  unusual  rise  but  the 
number  of  such  people  who  say  they 
don't  want  a  job  has  also  risen  sharply. 
By  contrast,  the  numijer  of  i)eople  who 
are  not  seeking  work  but  say  they 


would  like  a  job  has  risen  only  modestly 
since  the  middle  of  last  year  and  has 
been  declining  on  a  long-run  basis  since 
the  1981-82  recession  (chart). 

People  who  say  they  don't  want  work 
cite  such  reasons  as  .retireinent,  illness, 
disability,  family  responsilMlities,  and  ed- 
ucational pursuits.  What  is  unusual 
about  the  recent  increase  in  their  num- 
bers, note  von  der  Linde  and  Hoken- 
son, is  that  it  seems  largely  the  result  of 
"a  sharp  rise  in  voluntary  and  involun- 
tary retirement  l)y  older  and  middle- 
aged  male  workers."  (The  numbers  of 
people  who  say  they  are  disabled,  ill, 
or  keeping  house  have  actually  declined.) 

The  lower  number  of  people  who  say 
they  want  work  implies  that,  when  the 
economy  finally  turns  up  in  earnest, 
there  will  l)e  far  fewer  reentrants  to 
the  lalior  foi'ce  than  in  past  recoveries. 
It  also  suggests,  says  Hokenson,  "that 
the  unemployment  rate  could  fall  (juick- 
ly  in  1992  even  if  growth  is  moflest— a 
development  that  might  hearten  politi- 
cians in  an  election  year  but  could  pre- 
sent big  problems  for  business  and  poli- 
cymakers as  the  expansion  continues." 


...  AND  FEWER 
WORKERS  COULD  MEAN 
LATER  RETIREMENT 


Slow  lal)or-force  growth,  combined 
with  greater  economic  pi'essures  on 
both  business  and  older  workers,  will 
reverse  the  trend  toward  early  retire- 
ment by  the  middle  of  this  decade,  pre- 
dicts a  new  National  Planning  Assn. 
study.  Companies  will  seek  to  retain 
older  workers,  says  NPA  economist 
Richard  Belous,  both  to  meet  skill  short- 
ages and  to  lower  pension  plan  costs. 
And  jiublic  and  private  pension  systems 
ai'e  both  likely  to  move  to  later  retire- 
ment provisions  to  keep  such  systems  fi- 
nancially sound— exerting  pressure  on 
workers  to  stay  on  the  job  longer. 

"By  the  year  2000,"  says  Belous,  "I 
expect  the  standard  retirement  age  to 
have  been  pushed  back  from  65  to  68." 


WHY  CONSUMERS— AND 
BANKS— LOVE  THEIR 
HOME-EQUITY  LOANS 


Though  overall  consumer  borrowing 
has  Ijeen  slowing  sharply,  one  kind  of 
loan  is  taking  off.  Economist  Gary 
SchlossI>erg  of  Wells  Fargo  Bank  notes 
that  home-e(iuity  and  other  second-mort- 
gage boi-rowing  rose  at  almost  a  $75 
billion  annual  clip  in  the  second  quar- 
ter, three  times  its  pace  in  late  1990. 


At  large  commercial  banks,  home-equity 
lines  are  up  nearly  17%  in  the  past  year,|j 
while  other  con.sumer  loans  have  declined. 

Consumers  favor  home-equity  bor- 
rowing, notes  Schlossberg,  because  the 
rates  ai'e  low— 9%  to  9.25%  at  mo.st  in- 
stitutions, compared  with  19%  on  credit 
cards— and  the  interest  is  tax-deductible. 
And  banks  like  the  action  because  it's 
far  safer  than  other  forms  of  lending. 
While  the  delincjuency  rate  for  most  con- 
sumer loans  rose  for  the  fifth  straight 
quarter,  to  2.73%  in  the  second  quar- 
ter, the  rate  for  home-equity  loans  ac- 
tually dipped,  to  0.9%. 


A  HINT  OF  RACISM 
AMONG  TRADERS 
OF  BASEBALL  CARDS? 


Recent  studies  of  baseball  players' 
salaries  have  indicated  no  difference 
between  comparalile  l)lack  and  white 
players'  pay.  But  that  doesn't  mean  dis 
crimination  has  been  eliminated  from 
the  game.  In  an  intriguing  study  in  the 
latest  issue  of  Economic  Inquiry,  econ 
omists  Torben  Andersen  of  Red  Deer 
College  in  Red  Deer,  Alt  a.,  and  Sumner 
J.  La  Croix  of  the  University  of  Hawaii 
analyze  market  prices  of  baseball  cards 
to  test  for  the  existence  of  discrimina 
tory  attitudes  among  baseball  fans. 

The  study  looks  at  data  regarding 
two  samples:  first,  1982  prices  of  cards 
issued  in  1960  and  1961;  and  second 
1985  prices  of  cards  issued  in  1977.  The 
analysis  indicates  that  market  prices  of 
cards  are  higher  for  players  with  better 
performance  records  regardless  of  race 
but  are  generally  lower  for  blacks. 

While  there  is  no  significant  differ- 
ence between  cards  of  black  and  white 
hitters  fi-om  the  early  1960s  (a  period  of 
relatively  few  black  players),  cards  ol 
black  hitters  from  the  1977  sample  are 
priced  lower  at  all  performance  levels, 
and  the  racial  difference  actually  widens 
at  the  superstar  level.  Black  pitcher; 
from  19()()-61  do  generally  worse  than 
their  white  counterparts,  though  the  few 
black  supei'stars  command  higher  prices 
Prices  of  l)lack  pitcher  cards  from  1977 
are  higher  than  those  of  whites  at  aver 
age  performance  levels  but  rise  less  as 
performance  improves,  indicating  that 
card  collectors  discriminate  against 
above-average  black  pitchers. 

The  two  economists  conclude  thai 
some  prejudice  still  afflicts  many  base 
ball  fans.  And  since  the  collectors  who 
influenced  the  1985  prices  for  the  1911 
card  sample  are  probably  young,  they 
think  it  may  take  another  generatior^ 
before  fan  discrimination  in  basebal 
disappears. 
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[THE  ANT] 


It  has  long  been  assumed  that  things  that  are  small  aren't  as  powerful  or  sophisticated  as 
things  that  are  big.  Of  course,  that  just  isn't  true.  Take  the  ant  for  instance.  In  spite  of  its  small  size, 

the  ant  is  amazingly  strong.  Most  ants  can  lift  objects  ten  times  heavier  than  their  bodies. 
Some,  very  muscle-bound  ants  no  doubt,  can  clean  and  jerk  objects  50  times  their  body  weight. 

To  put  that  into  proper  perspective,  that's  like  a  man  hoistingasofa  with  48people  and 
a  small  dog  on  it.  But  ivhile  the  ant  may  seem  like  a  miniature  Hercules,  don't  forget  he's  also 
exceptionally  smart.  Ants  are  knoivn  to  build  nests  up  to  3  feet  high  and  coi'ering 
an  area  the  size  of  a  tennis  court.  Often  these  nests  are  complete  with  chambers  for  the  Queens, 

nurseries  for  the  young,  living  rooms  and  hallways  m  which  to  trai'cl.  Not  bad 
considering  most  fidl-grown  humans  can't  hook  up  a  VCR.  hlow  if  you  think  the  ant  is  pretty 
impressive,  wait  11  you  read  about  the  little  mighty-mite  on  the  next  page. 
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[THE  RADICALLY  NEWT2200SX] 


Like  the  ant,  small  computers  have  often  been  considered  underpowered  pea  brains. 
The  new  Toshiba  TIIOOSX  notebook  should  dispel  that  myth.  Weighing  a  mere  5.5  pounds  and  taking 
up  just  half  a  briefcase,  the  T2200SX  is  so  technologically  advanced,  it  can  crush  computers  ten 
times  its  size  Blessed  with  a  20MHz,  386SX  miaoprocessor  and  a  60MB  hard  drive,  the  T2200SX  delivers 
the  performance  of  a  world-class  desktop  PC.  Yet,  compare  it  to  other  notebooks  and  you'll  see 
it's  like  an  entirely  different  species.  Quite  simply,  it  feels  bigger.  Its  keys  are  full-size,  not  cramped, 
and  its  LCD  screen  measures  a  full  9.5"  diagonally.  Combine  this  with  a  Nickel  Hydride  battery  that 

lasts  3  hours  per  charge,  a  lightweight,  incredibly  durable  carbon  fiber  reinforced  case  and 
features  such  as  AutoResume  and  you  have  the  first  notebook  with  absolutely  no  compromisesTo  learn 
more  about  the  mighty  T2200SX,  call  1-800-457-7777.  Hopefully  we've  changed  the  way  you 
look  at  small  computers.  Or,  at  the  very  least,  changed  the  way  you  look  at  ants. 


In  Touch  with  Tomorrow 

TOSHIBA 


We  Realize  Y)ur  Baggage  IsnlThe 
OnlyThingThatl^s  A  Beating. 


All  business  travelers  have  days 
when  they  get  hung-up  in  traffic. 
Bounced  around  at  the  airport. 
Beat  to  the  last  cah.  Only  to  go  a 
few  rounds  with  a  client. 

That's  when  it's  nice  to  have 
an  Omni  Hotel  in  your  corner. 
Because  we  fully  understand  the 
rigors  of  life  on  the  road.  As  a 
matter  of  fact,  we  have  exactly 
what  it  takes  to  get  you  hack  into 
shape.  And  for  less  than  you'd 


expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffcx.'  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  Hotels 

For  Reservations  Call  Your  Travel  Agent  Or 


I'SOO^THE^OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
Indianapiolis,  IN 
Jacksc:>nville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlancio,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
San  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Ixtapa,  Mexico 
Hc~)rig  Kong 
Singapore 

Where  You  Want  To  Be 
Wha\  You  HiweTo  Be  Aivay. 


'I'l'M  Omni  lintels 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


rHE  WHITE  HOUSE  SPIH  DOCTORS 
JiN'T  HELP  THIS  PATIENT 


LOSING  fAITH 
IN  THE  RECOVERY 


JAN. '90 


on. '91 


rhe  Bush  Administration  tried  hard  to  put  a  smile 
on  the  Oct.  29  report  on  gross  national  product. 
The  2.4%  gain  in  real  GNP  during  the  third  quarter 
as  the  first  advance  in  a  year.  Cabinet  officials  and 
affers  took  turns  proclaiming  that  the  recession  was 
/er  and  that  the  recovery  w^as  on  solid  ground. 
Their  words  rang  hollow  almost  immediately.  Not  long 
Pter  the  GNP  data  came  out,  the  Conference  Board 
;ported  that  consumer  confidence  in  October  plunged  to 
level  not  seen  since  the  Persian  Gulf  war  (chart), 
learly,  whatever  the  economy's  gains  were  last  quarter, 
ley  were  not  sufficient  to  stem  consumers'  continuing 
ss  of  faith  in  the  recovery.  That  means  growth  in  the 
mrth  quarter  is  on  shaky  ground. 

The  bond  market  seemed  to 
agree.  It  staged  its  largest  sin- 
gle-day rally  since  Jan.  17,  the 
day  after  the  gulf  war  began. 
The  market  hammered  the  yield 
on  30-year  Treasury  bonds  back 
to  7.9%,  down  from  8.1%  only 
days  earlier.  The  GNP  gain  was 
a  bit  below  the  market's  modest 
expectation.  Traders  were  espe- 
cially encouraged  by  the  re- 
port's exceptionally  tame  read- 
igs  on  inflation,  particularly  when  combined  with  the 
.test  news  that  labor  costs  continue  to  slow. 
The  GNP  report — and  the  bond  market's  favorable  re- 
2tion — fueled  speculation  that  a  move  by  the  Federal 
eserve  Board  to  ease  monetary  policy  was  imminent, 
ideed,  on  Oct.  30,  the  Fed  did  not  drain  reserves  from 
le  banking  system  at  a  time  when  federal  funds — 
;^ernight  borrowings  between  banks — were  trading  be- 
iw  the  central  bank's  target  of  51/4%-. 
Most  Fed-watchers  saw  this  as  a  sign  that  the  Fed 
as  targeting  a  lower  federal-funds  rate,  probably  5%, 
ased  on  its  past  tendency  to  make  quarter-point  moves. 
.  lower  rate  would  help  lessen  the  squeeze  on  bank 
inding,  which  Fed  Chairman  Alan  Greenspan  recently 
illed  a  "50-mph  headwind"  battering  the  recovery. 

THERE'S  With  all  due  respect  to  the  White  House, 
JUST  the  breakdown  of  last  quarter's  GNP  data 

HOT  MUCH  is  not  as  encouraging  as  the  2.4%  increase 
DEMAHD  implies.  Adjusted  for  inflation,  that  $24.2 
illion  gain  comprises  an  $18.2  billion  contribution  from  a 
lower  pace  of  inventory  liquidation  and  only  a  slim  $6 
illion  rise  in  final  sales  of  goods  and  services.  The  lack 
f  much  meaningful  momentum  in  demand  is  the  single 


k INDEX:  1985=100 

DATA:  CONFERENCE  BOARD 


largest  roadblock  to  a  sustainable  recovery  (chart). 

Without  more  strength  in  final  demand,  businesses 
have  little  need  to  add  to  their  inventories  at  a  rate  that 
will  boost  factory  orders  and  production  during  the 
fourth  quarter.  Businesses  cut  inventories  by  $15.1  bil- 
lion last  quarter,  compared  with  the  $33.3  billion  that 
they  had  pared  in  the  second  quarter.  That  slower  pace 
of  liquidation  reflects  the  scattered  inventory  restocking 
that  lifted  factory  output  during  the  summer. 

Continued  lack  of  strength  in  final  demand,  however, 
is  now  causing  those  output  gains  to  tail  off.  Manufac- 
turers' new  orders  for  durable  goods  fell  3.2%  in  Septem- 
ber, the  second  consecutive  drop  after  a  big  gain  in  July. 

Domestic  demand  last  quar- 
ter wasn't  the  problem.  It  rose 
by  $26.2  billion,  led  by  strong 
gains  in  consumer  items,  hous- 
ing, and  capital  goods.  Much  of 
that  spending,  however,  went 
for  imports,  while  exports  didn't 
grow.  That  means  some  of  the 
recent  inventory  needs  of  busi- 
nesses have  been  met  by  im- 
ports, at  the  expense  of  domes- 
tic output.  The  widening  of  the 


WEAK  DEMAND  BODES 
ILL  FOR  THE  FUTURE 


GROWTH  IN  REAL 
FINAL  SALES 
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trade  gap,  from  $12.6  billion  in  the  second  quarter  to 
$32.8  billion  in  the  third,  cut  $20.2  billion  from  GNP. 

The  trade  deficit  has  had  a  stabilizing  effect  on  this 
business  cycle.  Imports  fell  sharply  during  the  recession, 
narrowing  the  trade  gap,  which  limited  the  downturn's 
ravages.  But  on  the  upside  of  the  cycle,  the  trade  bal- 
ance is  now  dampening  the  recovery,  as  imports  return 
to  their  prerecession  trend.  Also,  exports  are  slowing 
down  as  a  result  of  sluggishness  abroad.  That  makes 
U.  S.  producers  more  dependent  on  spending  at  home. 

I SHOPPERS  The  problem  for  the  fourth  quarter  is 
SHAKE  OUT  that  domestic  demand  looks  shaky.  Hous- 
PIGGY  iiig  is  faltering,  and  consumers  may  be 

BAHKS  tapped  out.  Consumer  spending,  which 
accounts  for  two-thirds  of  overall  demand,  rose  at  an 
annual  rate  of  3.8%  last  quarter,  but  early  signs  in 
October  suggest  that  consumers  are  cutting  back. 

In  September,  personal  income,  adjusted  for  taxes  and 
inflation,  rose  only  0.2%,  while  spending  increased  by 
0.6%.  Higher  auto  sales  contributed  much  of  the  spend- 
ing gain,  but  car  buying  fell  off  sharply  in  October. 

Consumers  seem  downright  scared.  The  index  of  con- 
sumer confidence,  which  has  declined  steadily  since 
June,  fell  a  steep  12.5  points  in  October,  to  60.4.  Typical- 
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ly,  confidence  drops  that  low  only  in  a  recession.  House- 
holds expressed  worries  about  both  their  present  situa- 
tion and  their  expectations  for  six  months  from  now. 
And  their  assessment  of  employment  conditions  was  the 
dreariest  in  more  than  eight  years. 

Adding  to  consumers'  woes  is 
a  thin  savings  cushion.  Spend- 
ing this  year  has  grown  faster 
than  income,  causing  house- 
holds to  save  less  at  a  time 
when  debts  are  burdensome  and 
job  prospects  are  uncertain. 

Concern  over  jobs  and  in- 
comes may  well  derail  the  hous- 
ing recovery.  Despite  the  lowest 
mortgage  rates  in  14  years, 
sales   of  new  single-family 
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homes  tumbled  12.9%  in  September,  to  an  annual  rate  of 
446,000  (chart).  And  the  August  gain,  previously  report- 
ed at  6.79^',  was  revised  downward  to  only  1.8%.  Weaken- 
ing demand  for  cars  and  houses  takes  away  two  key 
props  under  the  summer  rebound  in  factory  output. 


KEEPING 
A  TIGHT 
SQUEEZE 
ON  PRICES 


While  the  White  House  was  trying  to 
make  a  silk  purse  out  of  the  sow's  ear  of 
GNP  data,  the  Fed  probably  felt  genuinely 
comfortable  with  the  latest  inflation  num- 
bers. Indeed,  the  drags  on  economic  growth  are  the 
same  forces  pushing  inflation  lower.  And  amid  slack  job 
markets  and  sluggish  demand,  price  increases  should 
moderate  even  further  in  coming  months. 

In  the  third  quarter,  the  GNP  fixed-weight  price  index 
rose  at  an  annual  rate  of  just  2.1%.  That  was  a  drop 
from  its  3.1%  advance  in  the  second  quarter  and  was  also 
the  smallest  increase  in  five  years.  The  news  was  a  salve 
for  the  bond  market,  after  a  surprisingly  large  rise  in 
the  September  consumer  price  index  a  few  days  earlier. 
In  fact,  much  of  the  improvement  came  in  the  consum- 


er sector,  where  prices  rose  at  an  annual  rate  of  onl^ 
1.7%',  down  from  2.6%>  in  the  second  quarter  and  5.4%o  i 
year  earlier.  If  consumers  cut  back  on  spending  again 
inflation  is  likely  to  slow  even  more,  as  companies  hok 
the  line  on  prices  in  order  to  drum  up  business. 

Inflation  should  drop  also  because  companies  are  get 
ting  some  relief  from  rising  costs,  especially  outlays  foi 
labor.  In  the  year  epded  in  September,  compensation  fo 
civilian  employees  rose  by  4.3%,  down  from  4.6%  in  th 
second  quarter  and  5%  for  all  of  1990. 

Benefits,  which  grew  by  6%-  during  the  past  year 
continue  to  outpace  wages,  which  are  up  just  3.8%.  Bu 
for  most  industries,  total  compensation  is  growing  muc 
more  slowly  than  a  year  ago.  One  exception  is  healt 
care,  where  labor  shortages  are  driving  up  salaries. 

Compensation  growth  hit  a 
six-year  high  in  the  middle  of 
1990  and  has  drifted  lower  since 
then.  This  has  helped  to  lower 
the  floor  beneath  price  in- 
creases. And  indeed,  inflation, 
as  measured  by  the  GNP  fixed- 
weight  index,  probably  peaked 
at  the  end  of  last  year  (chart). 

Moreover,  wages  should 
grow  more  slowly  heading  into 
1992,  maintaining  the  downward 


PRICE  AND  WAGE 
GROWTH  HEADS  LOWEI 
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pressure  on  inflation.  Sluggish  hiring  suggests  that  job 
seekers  may  accept  pay  cuts  in  order  to  find  work.  Bu 
that's  a  double-edged  sword:  With  punier  paychecks 
consumers  will  have  less  to  spend  and  little  reason  t( 
feel  optimistic  about  their  economic  future. 

Still,  fear  of  unemployment  is  the  biggest  concern  fo) 
consumers.  That's  one  reason  the  Bush  Administration  is 
trying  to  cast  the  best  light  possible  on  this  economy 
But  if  the  recovery  doesn't  show  more  pep  soon,  evei 
folks  in  the  White  House  may  start  to  worry  about  theij 
jobs  come  next  November. 


PRODUCTIVITY 


Tuesday,  Nov.  5,  10  a.m. 
Output  per  hour  of  work  in  the  U.  S. 
nonfarm  economy  likely  increased  at  a 
respectable  annual  rate  of  1.37'^  in  the 
third  quarter.  If  so,  that  would  be  pro- 
ductivity's best  performance  in  more 
than  a  year.  In  the  second  quarter,  pro- 
ductivity was  up  by  just  0.7%.  But  in  the 
third  quarter,  output  seems  to  have 
grown  much  faster  than  total  hours 
worked  in  the  nonfarm  business  sector. 
Manufacturing  probably  continued  to 
lead  the  efficiency  gains.  In  the  second 
quarter,  factory  productivity  grew  at  a 
healthy  3.6%  annual  rate.  The  expected 
gain  in  output  per  work  hour  plus  the 
moderate  growth  in  employment  costs 


suggest  that  unit  labor  costs  in  the  non- 
farm  sector  rose  at  an  annual  rate  of 
about  3.57  in  the  third  quarter,  down 
from  the  4.27  advance  in  both  the  first 
and  second  quarters. 

CAR  SALES  

Tuesday.  Nov.  5 

New  domestically  made  cars  probably 
sold  at  an  annual  rate  of  just  6  million 
for  all  of  October,  down  from  6.3  million 
in  September.  Car  buying  is  expected  to 
improve  by  the  end  of  the  month,  ac- 
cording to  economists  surveyed  by  MMS 
International,  a  unit  of  McGraw-Hill  Inc. 
In  early  October,  however,  sales  were  a 
disastrous  5.5  million.  Plus,  the  shai-p 
fall  in  consumer  confidence  last  month 
suggests  that  few  households  were  in  a 


car-buying  mood.  The  expected  selling 
rate  for  October  would  push  sales  t< 
their  lowest  since  April. 

INSTALLMENT  CREDIT 


Thursday,  Nov.  7 

Consumers  probably  cut  an  additional  $ 
billion  off  their  installment  debt  in  Sep 
tember,  say  the  MMS  economists.  In  Au 
gust,  credit  dropped  $1.3  billion — th 
fourth  consecutive  decline.  Auto  credi' 
was  probably  little  changed  in  Septem 
her,  but  it  has  been  falling  since  March 
1990.  Revolving  credit  may  post  a  de 
cline  in  September,  the  first  since  Janu 
ary.  That's  suggested  by  September'; 
sluggish  retail  sales  outside  of  car  buy 
ing  and  a  sharp  drop  in  personal  loans  a 
commercial  banks. 


prep 


32  BUSINESSWEEK/NOVEMBER  11,  1991 


New  Mcrosoft  Publisher  makes 
newsletters  look  doggone  good 


FOOD  FOR  THOU<a 


Along 
Line  Of 
Sausages 


p  I  or  m.iny  gtrn-Ta 
I  tions.  rhc 
1"^™  ^(iiul/i.  l.imily 
h,'s  prepared  for  lu-li- 
ilays,  hirlhdci)^  .  v-ed- 

and  a  muliiiudc  of 
other  clan  celebrations 
by  making  traditional 
homemade  sausages, 

Sausagc-maldng 
was  a  family  affair 
that  brought  old  and 
young  in(o  the 
kitchen  for  cooking 
and  laughing , 
experimenting  with 
new  tastes  and  arguing 
for  old  ones. 

When  other 
families  were  making 
memories  by  churning 
ice  cream  or  dipping 
apples,  the  Schulzes 
were  up  to  their  noses 
in  caraway  seeds  and 
garlic.  And  wc  still 
are- 

Stopbyforan 
Uncle  Norm  and 
experience  the  taste! 


Another  Link 
In  The  Food  Chain 


Qc  .rc-  pk  ,-,H  d  u. 
announce  the 
opening  ol  an- 
other  line  dining 
esiablishiiient, 
Shultzy's  Uptown  Cafe. 
Located  at  Tliird  and 
Pine,  our  newest  and 
biggest  Shultzy's  will 
openits  doors  on 
October  31.  N'Jl 
You'ie  mvilcJ  t.uhc 
feMivilies' 

'Flu-  grand  nj^cning 
celebration  sttiii.^,  ai 
7:00  p.m.  and  wiil  in- 
clude an  appearance  by 
a  longtime  Shultzy's 
fan.  University  of 
Washington  f(xitball 
player  Jason  Davis 


holds  the  standing 
ree^^rd  for  consuming 
Ilie  ninsi  Shirlizy's 
t.iiTi'Mis  s,rus;ige 
s.uidwii  lies  at  (inc 
sitting.  His  record 
hangs  in  the 
piesiifiioiis  Sliuli/v's 

Hall  ut  i-,inK  .  Inr.iU  , 
in  the.  I  imI\ 
District  ici.iur.int. 
\\\-  wekoine  .mvMiu 
whnwoukltiKe  h-Ktk. 
nil  the  ch.mip! 
Fe^livnies 


□ t's  Don 
Schuizc.  pres- 
ident and  CO- 
tounder  of  the  Schulzc 
empire.  (Well,  we're 
almost  an  empire,) 

Shultzy's  was 
founded  by  Don  and 
his  wife,  Susan.  While 
Don  creates  gastro- 
nomic wonders.  Susan 
runs  the  numbers. 

-While  I  was  check- 
ing out  the  feasibility 
of  creating  a  prcserva- 
rivL-free,  iow  caloric 
turkey  sausage,  Susan 
wa-;  buying  a  3K6  com- 
puter and  soitwarc  I 
think  ihc  conipuicr  h.w 
neued  as  many  prof- 


mus 


ami  a  ilr.iuirii:  l.>i  ,i 
month  i.(  FRf  i;  u^.rk 
outs  al  any  ,Sc  .iiik  - 
area  Pctrv's  CJyni  S.^ 
mark  adendai. 


\Micri 
liking 


he's  not 

it  V 


s  m  im- 


pmvt  liislnisiness.ihv 
coniniiiimynr  the 
efn  iK-nrneni.  Don  is 
presiJctil  of  the 
I'luver^iiy  Dislnet 
JavLCcs  and  driver  for 
tiK  l«x;il  food  bank. 


In  business  it's  important  to  look  your 
best.  Which  is  precisely  why  Don  Schulze, 
owner  of  "Shultzy's"  started  using  Microsoft 
a    Q  Publisher  for  Windows: 
You  see,  unlike  all  those 
other  software  applica- 
tions, Publisher  makes  it 
easy  to  create  profession- 
al quality  publications. 
So  whether  Don  is 
preparing  a  newsletter  hailing  the  sausage  of 
the  month,  redesigning  his  menu  to  include  a 
new  nitrate -free  kielbasa,  or  simply  updating 
his  letterhead,  business  cards  and  business 


Publisher  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


forms,  he  knows  he's  always  going  to  look 
good.  And  if  you  thought  you  couldn't  do  things 
like  this,  you're  wrong.  Because  with  Publisher 
you  absolutely  can. 

Furthermore,  since  it  runs  under  the 
Windows  3.0  graphical  environment,  it  works 
less  like  a  computer  and  more  like  you. 

Get  Publisher  right  now  and  expect  a 
check  for  $10*  in  the  package.  To  learn  more, 
call  (800)  541-1261,  Dept.T54.  And  see  how 
easy  it  is  to  become  the  top  dog  in  your  field. 

Microsoft 


'Offer  expires  4/30/92  or  while  supplm  last.  Limit  one  per  customer  Offer  good  only  in  the  50  United  States.  ©  1991  Microsoft  Corporation.  /Ml  rights  reserved.  PnnteJ  in  the  U.S.  A.  In  the  50  United  States,  call  (800)  541-1261.  Dept  T54.  For  information 
only:  In  Canada,  call  (800)  563-9048;  outside  the  United  States  and  Canada,  call  (206)  936-8661  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Companies,  names,  and  data  used  in 
screens  and  sample  output  are  fictitious  unless  otherwise  noted.  Shultzy's  and  Don  Schulzes  names  used  with  pennisswn. 
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EASTERN:  THE  WINGS 
OF  GREED 

NOW,  IT  LOOKS  AS  IF  THERE  WILL  BE  ZILCH  FOR  THE  FAILED  AIRLINE'S  CREDITORS 


iigra 


Etso 


sees 


For  more  than  a  decade,  Eastern  Air 
Lines  Inc.  was  plagued  by  seeming- 
ly unending  woes,  from  incessant 
labor  strife  to  lousy  service  and  market- 
ing. Fate  hasn't  been  much  kinder  since 
the  airline  collapsed  into  Chapter  11 
bankruptcy  in  March,  1989.  The  lawyers 
and  bankers  have  raked  off  millions  of 
dollars  in  fees.  So  has  the  law  firm  of 
David  I.  Shapiro,  the  court  examiner 
who  administered  the  bankruptcy.  And 
Martin  R.  Shugrue  Jr.,  the  trustee  ap- 
pointed by  the  court  to  run  Eastern,  re- 
ceived a  fat  pay  hike  and  has  doled  out 
high-paying  jobs  to  longtime  associates. 

Eastern's  plight  has  grown  darker  in 
recent  weeks.  Shugrue  has  been  liqui- 
dating the  airline's  remaining  assets 
ever  since  it  stopped  flying  in  January. 


But  on  Oct.  29,  he  agreed  to  a  demand 
by  unsecured  creditors  that  Eastern  be 
reclassified  as  Chapter  7,  or  liquidation, 
bankruptcy.  Their  reason:  to  curtail  ex- 
penses and  wind  up  all  sales  as  quickly 
as  possible.  While  this  last-gasp  step 
might  help  a  little,  it  probably  won't  pre- 
vent Eastern  from  ending  up  as  one  of 
the  few  large  bankruptcies  in  history 
that  won't  even  have  enough  money  left 
to  pay  off  the  lawyers.  If  that  happens, 
unsecured  creditors  won't  get  a  penny 
of  the  $2.2  billion  they're  owed  (table). 

Indeed,  some  creditors  have  given  up 
any  hope  of  repayment.  "Airbus  has 
long  since  concluded  that  Eastern  is  go- 
ing to  end  up  insolvent,  and  we  have 
written  off  the  $96  million  we  are  owed," 
says  Alan  S.  Boyd,  chairman  of  Airbus 


Industrie  of  North  America,  a  major 
creditor.  And  even  those  who  still  hope 
to  recover  just  a  fraction  of  what  they're 
owed  recognize  that  "a  sneeze  can  blow 
it  all  away,"  says  IBJ  Schroder  Senior 
Vice-President  Mark  Manski,  chairman 
of  the  creditors'  committee. 
JUDICIAL  DISCRETION.  The  Eastern  mess 
is  a  commentary  on  the  individuals  run- 
ning that  case — and  on  the  bankruptcy 
process  as  a  whole.  Bankruptcy  law  puts 
few  limits  on  a  judge's  powers  to  run 
the  show.  But  judges  can't  be  experts  in 
every  line  of  business.  As  nonspecialists, 
they  can  be  swayed  by  executives — such 
as  Shugrue  and  former  Eastern  Chair- 
man Frank  Lorenzo — who  want  to  keep 
going  even  when  a  successful  reorgani- 
zation becomes  unlikely.  In  Eastern's 
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Judge  Lifland 
let  Eastern  executives 
rack  up  nearly 
$2  billion  in  losses 
before  liquidation 


EASTERN'S 

DWINDLING 

RESOURCES 

Federal  Bankruptcy 
Judge  Burton  Lifland 
allowed  Eastern  trustee 
Martin  Shugrue  to 
withdraw  $500  million 
from  Eastern's  cash 
account  to  fund 
operating  costs.  When 
the  airline  stopped  flying 
in  January,  unsecured 
creditors  found  there  was 
precious  little  money  left 
to  protect  their 
investment.  And  the 
value  of  Eastern's  assets, 
as  even  Shugrue  admits, 
is  dropping  by  the  day 


VALUt/Ml 


•  Escrow  and  other  funds 

•  Unsold  gates,  spare  parts,  planes,  etc. 

•  TOTAL 


PRIORITY  LIABILITIES 


•  Lawyers'  and  bankers'  fees,  salaries 
for  some  1,200  employees  still  working 

•  Secured  creditors'  claims,  ticket  refunds, 
and  back-pay  awards 

•  TOTAL 

•  Funds  available  to  cover  other  liabilities 


OTHER  LIABILITIES 


•  Disputed  claims  that  would  supersede 
unsecured  claims  if  upheld  in  court 

•  Unsecured  creditors'  claims 

•  TOTAL 


DATA:  EASTERN  BANKRUPTO  FILINGS,  BW 
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ase,  the  judge,  Burton  R.  Lifland, 
/hose  pro-management  leanings  are 
/idely  known,  allowed  the  two  men  to 
ack  up  nearly  $2  billion  in  losses  before 
he  company  was  forced  into  liquidation. 
While  Lifland  declined  to  comment, 
hugrue  strongly  defends  his  steward- 
hip  and  insists  the  creditors  will  get  at 
?ast  something.  "We've  done  as  well  as 
ould  be  expected,  given  the  circum- 
tances,"  he  says.  "We  have  delivered  a 
afe  and  orderly  liquidation  of  the  as- 
ets."  But  critics  say  otherwise.  "The 
roblem  is  that  Eastern  started  selling 
ff  assets  too  late,"  says  Mark  Roe,  a 
iw  professor  at  Columbia  University 
rho  specializes  in  bankruptcy.  "And 
hat  happened  because  the  bankruptcy 
ode  gives  the  judge  a  lot  of  discretion." 
loe  suggests  that  the  law  should  be 
hanged  to  limit  how  long  a  company 
an  attempt  to  reorganize  before  it  must 
e  liquidated. 

The  House  Judiciary  Committee  may 
onsider  just  such  a  change.  Capitol  Hill 
ources  say  that  on  Nov.  6,  the  commit- 
ee,  spurred  by  Eastern  and  other  cases, 
/in  begin  hearings  on  the  role  of  trust- 
es  in  bankruptcy  cases. 

The  Eastern  bankruptcy  saga  began 
1  March,  1989,  when  then-chairman  Lor- 
nzo  tossed  the  company  into  Chapter  11 
iter  a  showdown  with  its  unions.  Lor- 
nzo,  who  was  determined  to  break  the 
mions'  strike,  insisted  that  he  could  re- 


store Eastern  to  profitability  if  given 
enough  time — and  money.  Every  few 
months,  he  would  submit  projections  on 
when  the  carrier  would  turn  the  corner. 
Creditors  complained  each  one  proved  to 
be  wildly  off  base. 

WASTED  DOLLARS.  That  didn't  seem  to 
bother  Lifland.  Early  in  the  bankruptcy, 
the  judge  said  that  getting  Eastern  fly- 
ing again  was  in  the  "public  interest" 
and  outweighed  the  "parochial"  con- 
cerns of  other  parties.  Having  commit- 


Early  in  the  bankruptcy, 
the  judge  said  getting 
Eastern  flying  again  was  in 
the  'public  interest' 


ted  himself  to  that  goal,  Lifland  allowed 
Lorenzo  to  sell  assets  and  use  the  pro- 
ceeds to  keep  Eastern  flying.  True,  unse- 
cured creditors  put  up  little  resistance  to 
Lorenzo  at  first.  But  in  early  1990,  they 
finally  demanded  his  ouster.  Although 
the  judge  ultimately  listened,  Lorenzo 
had  burned  up  $1.2  billion  by  then. 

Lifland  allowed  Shugrue  to  do  the 
same  thing.  When  the  former  Pan  Amer- 
ican World  Airways  Inc.  vice-chairman 
took  over  as  trustee  in  April,  1990,  skep- 


tics gave  Eastern  little  chance  of  surviv- 
ing. Nonetheless,  Shugrue  launched  an- 
other expensive  program  to  restore  the 
carrier  to  health.  He  spent  about  $35 
million  on  national  TV  ads  featuring  him- 
self as  the  leader  of  a  new  Eastern.  And 
he  spent  a  bundle  to  offer  business  fly- 
ers first-class  seats  for  the  price  of  an 
unrestricted  coach  fare.  Eastern  added 
new  leather  seats  to  many  of  its  planes 
and  expanded  their  first-class  cabins. 
The  primary  goal:  to  steal  full-fare  pas- 
sengers away  from  rival  carriers  with 
better  reputations  for  service,  such  as 
Delta  Air  Lines  Inc. 

The  creditors  thought  Shugrue's  pro- 
gram was  as  much  a  waste  of  money  as 
Lorenzo's  efforts  had  been.  And  when 
the  gulf  crisis  slowed  air  travel  and  sent, 
fuel  prices  through  the  roof,  it  became 
obvious  that  Eastern  couldn't  make  it. 
Finally,  Lifland  agreed  to  shut  it  down 
for  good  on  Jan.  18,  1991.  Shugrue  dis- 
misses the  criticisms  as  "Monday-morn- 
ing quarterbacking"  and  says  that  the 
creditors  already  were  getting  so  little 
that  the  attempt  to  keep  Eastern  aloft 
was  worth  the  risk  if  it  could  save  jobs. 
But  his  gamble  resulted  in  an  additional 
$530  million  in  operating  losses.  "His 
ego  got  in  the  way  of  sound  decision- 
making," says  one  member  of  the  credi- 
tors' committee.  Shugrue  calls  such  criti- 
cism "a  cheap  shot." 

Judging  from  his  actions,  Shugrue 
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had  a  high  opinion  of  his  worl<  before 
the  shutdown.  On  Dec.  20,  1990,  he  filed 
a  motion  with  Lifland  to  increase  his 
salary  from  $425,000  a  year  to  $600,000, 
retroactive  to  the  day  he  took  over.  Shu- 
grue's  reasoning:  His  pay  should  be  in 
line  with  that  of  American  Airlines  Inc. 
Chairman  Robert  R.  Crandall  and  United 
Air  Lines  Inc.  President  Stephen  M. 
Wolf — the  industry's  two  most  success- 
ful executives.  Shugrue  also  argued  that 
his  turnaround  effort  had  "Ijeen  ex- 
tremely successful." 

Was  it?  Airlines  usually  book 
tickets  at  least  six  weeks  in  ad- 
vance. So  Shugrue  should  have 
had  a  fairly  good  idea  in  late  De- 
cember that  January  seats 
weren't  selling  well.  Indeed,  he 
already  had  drawn  up  an  elabo- 
rate litpiidation  plan.  "He  had  to 
know  [in  December]  that  the  air- 
line was  shutting  down  the  next 
month,"  says  James  L.  Linsey,  a 
lawyer  for  Eastern's  pilots'  union. 
Nonetheless,  Shugrue  says  that 
he  didn't  decide  on  the  shutdown 
until  the  day  it  happened. 
BIG  BONUS.  What's  more,  Shu- 
grue rammed  through  his  salary 
request  in  a  week  over  the  Christ- 
mas holidays.  Copies  of  his  mo- 
tion were  sent  to  only  four  peo- 
ple, among  them  creditors' 
committee  lawyer  Joel  B.  Zweibel, 
who  was  out  of  town.  Lifland  not 
only  didn't  object,  he  set  a  hear- 
ing for  Dec.  27.  Since  no  one  ob- 
jected, he  0.  K.'d  the  request.  "I 
was  out  of  the  office  on  vacation 
until  Dec.  27,"  says  Zweibel.  Shu- 
grue says  the  request  was  "an 
end-of-the-year  thing"  and  con- 
cedes that  it  "may  have  been" 
known  to  only  a  few  participants. 

Shugrue  has  been  equally  generous 
with  the  executives  he  has  hired.  A 
month  before  the  shutdown,  he  brought 
in  Robert  J.  Gould,  a  former  associate 
from  Pan  Am.  Gould's  job:  to  be  East- 
ern's president  at  $350,000  a  year,  plus  a 
$150,000  "signing  bonus" — and  a 
$350,000  golden  parachute. 

Shugrue  also  has  hired  numerous  con- 
sultants to  handle  various  tasks,  includ- 
ing selling  airplanes  and  handling  admin- 
istration. The  consultants  are  on 
retainers,  but  even  the  creditors'  com- 
mittee isn't  sure  how  much  some  of 
them  are  being  paid.  Shugrue  says  he 
"brought  in  people  whose  reputations  I 
knew,  who  could  get  up  to  speed  quick- 
ly." Still,  Shugrue  might  not  have  need- 
ed Gould's  high-priced  expertise  in  run- 
ning an  airline,  for  instance,  if  he  had 
foreseen  that  Eastern  would  shut  down 
several  weeks  later. 

Shugrue's  team  has  succeeded  in  sell- 


ing more  than  $700  million  in  assets, 
such  as  planes,  routes,  and  gates.  But 
one  hire  badly  bungled  the  initial  at- 
tempt to  sell  commuter  airline  Bar  Har- 
bor Airways  Inc.  In  mid-1990,  Shugrue 
wanted  to  expand  ,Bar  Harbor's  Florida 
routes  to  feed  passengers  to  Eastern's 
Miami  hub.  Creditors  objected,  but  Lif- 
land gave  Shugrue  the  go-ahead. 

Shugrue  installed  yet  another  col- 
league. Jack  E.  Robinson  III,  as  Bar 
Harbor's  president.   But  by  October, 
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1990,  Bar  Harbor  was  losing  more  mon- 
ey than  ever,  and  its  creditors  demanded 
a  sale.  Robinson  arranged  an  auction  in 
New  York.  As  the  auction  got  under 
way.  Eastern's  attorneys  say  they  dis- 
covered that  Robinson  planned  to  throw 
in  with  one  of  the  three  bidders  that  had 
shown  up.  The  lawyers  objected  to  the 
apparent  conflict  of  interest,  and  the 
auction  collapsed.  Shugrue  asked  for 
Robinson's  resignation.  Bar  Harbor  filed 
for  bankruptcy  in  January,  1991,  after 
Eastern's  attempts  to  sell  the  airline 


Some  are  profiting  from 
Eastern's  demise:  As  of  June, 
its  longtime  law  firm  had 
collected  $16.4  million 


proved  fruitless.  Robinson,  who  la* 
attempted  to  buy  Bar  Harbor,  insis 
"I  did  not  make  a  bid  until  after 
resigned." 

'UNDER  WATER.'  The  creditors  are  unlit 
ly  to  see  any  money  when  Shugrue 
done.  "The  joke  going  around  is  that  \ 
should  just  abandon  the  rest  of  the  j 
sets,  because  it's  costing  more  to  dispo 
of  them  than  [Shugrue]  is  likely  to 
from  selling  them,"  says  one  credit 
representative.  For  his  part,  Shugr 
concedes  that  "there  is  upside  p 
tential  and  downside  risks  b 
cause  we're  dealing  with  t 
world  of  estimates."  But  he 
sists  that  Eastern  will  wind 
solvent. 

That's  an  optimistic  scenarl 
based  on  Shugrue's  most  recei 
liquidation  analysis.  A  differei  K 
interpretation  of  the  same  nur  il£ 
bers  could  come  up  with  a  muc 
more  gloomy  result.  Shugrues 
submission  shows  that  $68.6  m: 
lion  will  be  left  for  creditors 
the  end  of  the  day.  Howeve: 
Eastern's  pilots'  union  just  won 
case  on  an  estimated  $75  millio 
in  wages  due  strikers.  Dad 
County,  which  includes  Eastern 
maintenance  base  in  Miami,  is  si 
ing  Eastern  for  up  to  $116  millio 
in  environmental  damages  to  M 
ami  airport.  And  aircraft  lessor 
are  suing  for  $270  million  on  var 
ous  grounds.  Shugrue  assume 
that  all  three — plus  any  othi 
suits  that  might  be  filed — won' 
wind  up  costing  Eastern  mor 
than  $70  million.  If  they  turn  ou 
to  cost  more,  "we  would  be  wa 
under  water,"  says  one  credito 
representative. 
Plenty  of  others,  however,  al 
ready  have  profited  from  Eastern's  slov 
demise.  Weil,  Gotshal  &  Manges,  one  o 
Lorenzo's  longtime  law  firms  that  Shu 
grue  has  kept  on,  has  billed  Eastern  fo 
a  total  of  $22  million  since  March,  1989 
It  had  collected  $16.4  m.illion  as  of  June 
according  to  court  documents.  Shapiro 
the  examiner  whom  Lifland  kept  on  as 
special  adviser  after  Shugrue  was  ap 
pointed,  and  his  law  firm,  Dickstein,  Sha 
piro  &  Morin,  took  home  $7  million  foi 
their  services.  All  told,  the  lawyers  anc 
other  advisers  have  billed  Eastern  foi 
$86  million.  As  of  June,  they  had  collect 
ed  $67  million. 

That's  money  in  the  bank.  Meanwhile 
whatever  Judge  Lifland  decides  fronr. 
here  on  out.  Eastern's  creditors  will  nev- 
er see  more  than  a  pittance  of  what 
they're  owed. 

By  Aaron  Bernstein  and  Michael  Oneai 
in  Neiv  York  and  Gail  DeGeorge  in  Miami, 
with  Seth  Payne  in  Washington 
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NION  HIRING  HALL  IN  CALIFORNIA:  THE  STATE  PROJECTS  A  LOSS  OF  380,000  JOBS  THIS  YEAR 


S  THE  UPTURN  TANKS, 
rATES  GET  BRUISED— AGAIN 


wer  jobs  and  lower  tax  receipts  have  new  deficits  looming  nationwide 


rhe  shirtsleeved  auto  salesmen  at 
the  Vasek  Polak  dealership  in  Her- 
mosa  Beach,  Calif.,  had  a  hectic 
)tember.  Cut-rate  loans  and  other 
le-ons  had  worked.  After  a  long,  lone- 
5pell,  the  crowds  returned  to  kick  the 
js  of  Porsches  and  BMWs.  Sales 
med,  very  nearly  reaching  the  120 
s  a  month  the  dealership  sold  in  its 
'day  a  few  years  back.  But  in  Octo- 
■,  the  clutch  slipped.  "We'll  be  lucky  if 
sell  50  cars  this  month,"  frets  Fi- 
ice  Manager  Andrew  Ruffner.  "This 
;he  worst  month  we've  ever  had." 
i'rom  Hermosa  Beach  to  Hampton 
^s,  early  optimism  about  the  reces- 
[I's  end  is  being  rudely  crushed.  The 
ns  of  economic  re- 
ery  last  summer — a 
kup  in  home  sales  in 
ifornia,  a  brief  surge 
new  manufacturing 
ers  back  East,  and 
)roved  retail  sales  in 
•ts  of  New  En- 
nd — did  help  boost 
iss  national  product 
Jo  in  the  third  quar- 
.  But  that  gain  is  his- 
y,  and  now  the  econ- 
y  may  be  dipping 
;w  (page  31). 
^he  problems  are  par- 
ilarly  acute  in  state 
litals,  where  gover- 
•s  and  rank-and-file 


government  workers  are  bracing  for 
trouble.  Layoffs  and  slower  business  ac- 
tivity keep  rippling  through  the  states' 
economies,  eroding  tax  collections.  At 
the  same  time,  the  jobless  are  turning  to 
the  states  for  unemployment  and  wel- 
fare programs,  boosting  states'  spend- 
ing. "Costs  are  rising  well  above  infla- 
tion," observes  Brian  Roherty,  executive 
director  of  the  National  Association  of 
State  Budget  Officers.  "At  the  same 
time,  revenues  are  very  weak."  The  up- 
shot: deficits  and  pressure  to  cut  more 
state  and  local  government  jobs. 

That  dismal  arithmetic  is  why  Massa- 
chusetts, with  a  $300  million  gap  in  its 
$12.9  billion  budget,  is  mulling  an  early- 


WHERE  ECONOMIES  ARE  STRONG  AND  WEAK 

TOTAL  PERSONAL  INCOME 


•NOMINAL  DOLLARS,  NOT  ADJUSTED  FOR  INFLATION  OF  4.7  % 


THREE  IWONTHS  ENDED  JUNE,  PERCENT 
CHANGE  FROM  A  YEAR  EARLIER' 

LL5%  or  less  4.6  -  5.0% 
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retirement  program  for  6,000  state 
workers.  In  California,  budget  estima- 
tors had  {)rojected  a  loss  of  35,000  jobs 
this  year.  But  they  failed  to  include  lay- 
offs by  hundreds  of  small  construction 
and  service  outfits  dotting  the  state. 
Those  pushed  the  number  of  lost  jobs  to 
380,000.  Only  last  June,  the  state  closed 
a  $14.3  billion  shortfall.  Sacramento  now 
predicts  an  additional  $3  billion  gap  in 
the  fiscal  year  that  ends  next  June. 
SHORTFALLS.  True,  some  spots  on  the 
map  show  signs  of  vigor.  On  Wall 
Street,  the  long  downturn  in  the  stock 
and  bond  business  appears  over.  Hiring 
is  up.  But  part  of  the  reason  is  that 
firms  are  gearing  up  to  handle  a  wave 
of  restructurings  and  bankruptcies. 

The  broader  trend  is  far  less  hopeful. 
Across  the  nation,  economies  have  been 
growing  sluggishly,  if  at  all  (map).  A 
fresh  $689  million  budget  gap  is  looming 
in  New  York.  The  Empire  State  reckons 
that  it  underestimated  by  103,000  the 
number  of  jobs  it's  losing.  In  Michigan, 
unemployment  climbed  to  9.2'/  in  Sep- 
tember from  8.6%  in  July,  with  the  loss 
of  48,000  jobs  in  a  state  that  had  made 
modest  gains  through  much  of  the 
spring.  Florida  projects  a  new  $622  mil- 
lion shortfall  just  seven  months  after 
cutting  $1  billion  from  the  budget.  The 
legislature  is  being  called  into  special 
session  to  figure  out  what  to  do.  Even  in 
Washington  State,  which  has  lived  high 
off  Boeing  Co.'s  good  fortune.  Governor 
Booth  Gardner  was  caught  short  in  Sep- 
tember. Lower  revenue  forecasts 
showed  a  need  to  cut  $244  million  fi-om 
Washington's  $15.3  billion  budget. 

In  different  places,  different  indus- 
tries are  hurting.  In  New  York,  it's  con- 
tinued layoffs  in  the  banking,  legal,  ad- 
vertising, and  publishing  industries. 
New  rounds  of  layoffs  in  the  defense 
and  computer  industries  continue  to  hit 
Massachusetts  as  well  as  California. 
And  most  everywhere,  retailing — and 
the  sales  taxes  retailers  take  in — are 
down.  The  Conference  Board's  index  of 
consumer  confidence  sank  in  October  to 
recessionary  levels. 
Even  as  winter  nears. 
New  Englanders  seem 
slow  to  buy  cold-weath- 
er clothes,  reports  Jim 
Anathan,  president  of 
Filene's  Basement  Inc. 
in  Wellesley,  Mass. 

All  this  recessionary 
behavior  comes  as  a 
sharp  change  from 
summertime,  when  the 
economy  was  perking 
up.  Last  August,  the 
Federal  Reserve  Bank 
of  Philadelphia  found 
that  47%  of  manufactur- 
ers it  surveyed  in  south- 
ern New  Jersey,  east- 
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ern  Pennsylvania,  and  Delaware 
reported  an  increase  in  new  orders.  By 
October,  however,  that  number  had 
slumped  to  207< .  "A  lot  of  companies  are 
doing  so  much  cutting  that  they  are  al- 
most forcing  themselves  out  of  busi- 
ness," says  Fred  Sands,  president  of  Los 
Angeles-based  Fred  Sands  Realtors. 
"It's  80%  psychological." 

Sometimes,  it's  far  more  than  that. 
The  restructuring  and  consolidations  of 
many  industries  continue,  and  with  them 
go  thousands  of  jobs.  In  Detroit,  for  ex- 
ample, Comerica  Inc.  is  planning  to 
merge  with  Manufacturers  National 
Corp.  in  a  deal  that  eventually  will  elimi- 
nate 1,800  jobs.  Down  in  Houston,  Ten- 
neco  Inc.  on  Oct.  29  said  it  would  lay  off 
3,000  eiriployees  in  a  restructuring. 
FADING  GLOW.  Nowhere  is  the  problem 
more  pronounced  than  in  the  Golden 
State,  which  keeps  losing  its  luster. 
Look  on  Rodeo  Drive  in  Beverly  Hills, 
where  empty  retail  space  mars  the  usual 
glow  of  outsize  prosperity.  Then  there's 
California's  huge  home-building  indus- 
try. It  posted  modest  gains  last  spring 
but  now  is  in  a  tailspin.  Housing  starts 
in  August,  the  most  recent  statistic 
available,  sank  82%  below  last  year's  lev- 
el, to  less  than  half  the  rate  seen 
through  most  of  the  1980s.  Or  consider 
the  recently  announced  merger  of  bank- 
ing giants  Bank  of  America  and  Security 
Pacific  Corp.:  It's  estimated  to  mean 
10,000  layoffs  in  1992. 

Adjusting  to  the  decline  in  defense 
spending  may  be  the  hardest  part  of  this 
recession  for  California's  82  million  peo- 
ple, so  many  of  whom  lived  one  way  or 
another  off  the  Pentagon.  The  70,000 
aerospace  jobs  lost  in  the  past  four 
years  could  swell  by  at  least  40,000  more 
by  the  end  of  1992  following  President 
Bush's  decision  to  scale  back  nuclear 
weapons  deployment,  according  to  David 
Hensley  at  the  University  of  California 
at  Los  Angeles'  Business  Forecasting 
Project.  Nor  is  commercial  aviation  tak- 
ing up  the  slack:  McDonnell  Douglas 
Corp.  on  Oct.  25  said  it  wouldn't  locate  a 
plant  for  its  new  MD-12  jetliner  in  the 
state.  "There's  no  source  of  growth  in 
sight  for  the  state  at  all,"  says  Hensley. 

One  business  that  does  find  itself  ex- 
panding is  Cal  Corn  Inc.  Cal  Corn?  It's  a 
little  outfit  based  in  Irvine,  Calif.,  whose 
13  popcorn  and  candy  shops  are  enjoying 
increased  traffic  at  their  locations  inside 
shopping  malls.  Good  for  Cal  Corn,  but  a 
far  cry  from  selling  autos,  houses,  and 
jumbo  jets.  In  state  after  state,  residents 
can  only  hope  th<^  rest  of  the  economy 
starts  popping,  too. 

By  Eric  Schiiic  in  Hermosa  Beach, 
Calif.,  with  Gary  Mc  Williams  in  Boston, 
Joseph  Weber  iyi  Philadelphia,  and  bureau 
reports 


Commentary/by  Rose  Brady  and  Deborah  Stead 

IF  YELTSIN  ISN'T  SERIOUS, 
HE'S  IN  SERIOUS  TROUBLE 


It  sounded  all  too  familiar:  When 
Russian  President  Boris  N.  Yeltsin 
announced  his  newest  economic 
program  on  Oct.  28,  he  recited  a  litany 
of  reforms  heard  almost  since  Mikhail 
Gorbachev  launched  perestroika  in 
1986:  Prices  will  be  liberalized,  fac- 
tories privatized,  and  the  ruble 
strengthened.  No  wonder  Russians  and 
Westerners  alike  reacted  skeptically. 

Yet,  after  many 
false  starts,  there 
are  strong  signs  that 
the  latest  program  is 
the  real  thing.  The 
reason:  Yeltsin  is 
running  out  of  time. 
In  the  two  months 
since  the  failed  coup, 
he  has  frittered 
away  much  of  the 
enormous  stash  of 
goodwill  garnered 
when  he  faced  down 
the  tanks.  In  the 
post-coup  disarray, 
shortages  of  food 
and  goods  have  be- 
come worse.  Riots 
could  explode  in 
large  cities  by 
spring,  when  food 
stocks  are  drawn 
down.  Yeltsin  knows 
that  if  he  doesn't  take  decisive  steps 
now,  conditions  may  be  ripe  within  six 
months  or  so  for  hard-liners  to  step 
in — through  a  second  coup  or  even  le- 
gitimate elections. 

RIVALS  POISED.  Despite  his  bravery, 
Yeltsin  is  politically  vulnerable.  Thou- 
sands of  disgruntled  communists  who 
lost  their  jobs  in  the  post-coup  backlash 
are  waiting  in  the  wings,  ready  to  grab 
power  should  the  democrats  fail  to  set 
the  economy  straight.  Many  are  in  pro- 
vincial cities  and  farm  regions  barely 
touched  by  glasnost  or  perestroika. 

Perhaps  the  most  dangerous  is  Vla- 
dimir Zhirinovsky,  president  of  the  Lib- 
eral Democratic  Party  and  a  proponent 
of  a  militaristic  brand  of  Russian  impe- 
rialism. Although  dismissed  by  many 
as  a  buffoon,  Zhirinovsky  stunned  lib- 
erals in  June  by  winning  6  million 
votes  and  third  place  in  Russia's  presi- 
dential elections.  Now,  he  predicts  he'll 
be  legally  elected  as  either  Russian  or 
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Soviet  leader  by  next  spring,  when 
says  an  economic  collapse  will  promj 
emergency  elections.  His  platform 
pure  authoritarianism,  including 
strong  Russian  army  with  more  an 
better  conventional  and  nuclear  arm 
"By  spring,  the  country  will  be  on  th 
verge  of  civil  war,"  Zhirinovsky  said  o 
Oct.  80.  "A  new  regime  will  come 
power.  Then  there  will  be  order." 

To  head  off  sue 
challenges,  Yeltsin 
vowing  stern  me 
sures.  By  quickly  li 
cralizing  prices  an 
slashing  subsidie 
he  hopes  to  get  th| 
worst  over  in  si 
months.  That  coul 
be  a  pipe  dream,  b 
Yeltsin  is  laying  hi| 
job  on  the  line.  I 
stead  of  appointing 
prime  minister,  hf""* 
has  decided  to  ru 
the  Russian  goverr 
ment  himself,  lea\ 
ing  no  scapegoat  i 
the  policy  fails. 
NO  NETS.  To  be 


DOWN  AND  OUT:  SPRING  SHORTAGES 
COULD  GIVE  HARD-LINERS  A  BOOST 


success,  Yeltsin  wi 


have  to  abandon  hi 
trusty  populist  pos:  pj 
tions.  In  the  past,  hi 
promised  market-economy  reforms 
But  he  would  hamstring  them  with  ex 
pensive  safety  nets,  such  as  a  wage 
indexing  scheme.  If  he's  serious,  tha 
will  have  to  go.  Living  standards  wil 
decline  sharply.  Prices  for  almost  ev 
erything  but  oil  and  bread  will  like! 
triple  or  quadruple  overnight.  To  b 
sure,  Yeltsin  and  his  advisers  see  th' 
shock  therapy  as  a  way  to  land  tb 
elusive  Western  aid  he  has  lonj 
sought.  But  he's  being  motivated  mon 
by  internal  than  external  concerns. 

In  Moscow  grocery  stores,  shopperi 
seem  ready  for  the  shock.  Says  Stani 
Slav  Golovin,  a  22-year-old  engineering 
student,  as  he  stands  in  line  at  a  shoi 
on  Novy  Arbat  Street:  "At  first,  it  wil 
be  hard,  but  there  is  no  other  way  t( 
come  to  the  market.  People  will  ge 
used  to  it."  That's  optimistic.  Signs  an 
that  Yeltsin,  more  than  anyone,  under 
stands  he  can't  depend  on  the  infinitt 
patience  of  the  Russian  people. 
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HAYBE  THE  MIDEAST  JUST 
AN'T  AFFORD  TO  KEEP  FIGHTING 


esperate  economic  needs  are  ,^ving  peace  a  chance  in  Madrid 


AMIR  AND  GORBACHEV:  ISRAEL  BADLY  WANTS  FUNDS  TO  SETTLE  350,000  SOVIET  JEWS 


s  the  opening  act  of  the  Arab- 
Israeh  Peace  Conference  got  un- 
der way  at  Madrid's  Palacio  Real, 
3  main  participants  had  something 
ry  important  in  common.  Israel,  Syria, 
rdan,  Lebanon,  and  the  Palestinians 
3  all  grappling  with  daunting  economic 
allenges  ranging  from  huge  inflows  of 
Pugees  to  cutoffs  of  foreign  aid. 
Economics  played  a  key  role  in  the 
ddle  East's  last  major  breakthrough 
1977,  when  Egypt's  virtual  bankrupt- 
helped  propel  Anwar  Sadat  on  his 
;toric  flight  to  Jerusalem.  This  time, 
),  dismal  economic  pei'formance  is  put- 
g  pressure  on  the  politicians.  Middle 
.stern  leaders  are  increasingly  aware 
it  they  need  capital  and  technical  aid 
)m  the  West,  yet  they  can't  compete 
!•  it  unless  the  political  climate  im- 
Dves.  "No  one  is  going  to  put  10<t  into 
it  region  until  it  stabilizes,"  says  J.  R. 
)inader,  president  of  the  Na- 
mal  U.  S.-Arab  Chamber  of 
immerce  in  Washington, 
'here  has  to  be  a  sense  of  secu- 
y;  that's  what  all  the  leaders 
e  driving  for." 

STITUTE.  Israel's  presence  at 
3  negotiating  table  owes  a 
eat  deal  to  its  scramble  to  find 
nds  to  settle  the  350,000  Soviet 
ws  who  already  have  arrived 
d  the  tens  of  thousands  likely 
follow.  Prime  Minister  Yit- 


zhak Shamir  has  asked  the  U.  S.  to  guar- 
antee $10  billion  in  loans  that  would  go 
toward  new  housing,  but  the  Bush  Ad- 
ministration has  held  up  approval  until 
after  the  peace  talks  have  started.  Eas- 
ing tensions  with  the  Arabs  would  also 
help  Shamir  cut  the  $7.2  billion  defense 
budget  and  free  up  more  money  for  do- 
mestic spending,  just  as  other  Mideast 
goverments  could  (table).  Israeli  leaders 
now  realize  that  sizable  inflows  of  pri- 
vate investment,  also  needed  to  absorb 
the  immigrants,  will  only  be  forthcoming 
with  a  brighter  political  picture.  "Every- 
one understands  now  that  with  regional 
stability  Israel  would  be  a  much  more 
attractive  place  to  invest,"  says  Jacob  A. 
Frenkel,  governor  of  the  Bank  of  Israel. 

Economic  pressures  are  also  forcing 
the  Palestinians  to  rela.x  their  resolve. 
Arab  residents  of  the  occupied  West 
Bank  and  Gaza  strip  have  been  hit  hard 


MIDEAST  PEACE:  THE  ECONOMIC  POTENTIAL 


Population 

Millions 

Gross  domestic 
product  per  capita 

Defense  spending 
per  coplta 

ISRAEL 

4.8 

$10,600 

$1,277 

OCCUPIED 
TERRITORIES 

1.7 

700 

NA 

JORDAN 

4.3 

879 

137 

SYRIA 

12.8 

716 

126 

LEBANON 

2.6 

1,129 

53 

NA  =  Not  applicable 
DATA:  WORLD  BANK,  INTERNATIONAL  INSTITUTE  EOR  STRATEGIC  STUDIES,  BW 


by  the  disruptions  of  the  intifada  upris- 
ing. They're  also  hurting  from  the  cutoff 
of  some  $400  million  in  foreign  aid  and 
workers'  remittances  from  Saudi  Arabia 
and  Kuwait,  which  are  punishing  Yasser 
Arafat's  pro-Iraq  stand.  The  resulting 
hardships  are  pushing  the  leadership  in 
the  occupied  territories  to  urge  the  Pal- 
estinian Liberation  Organization  to  tem- 
per its  demands  for  full-fledged  state- 
hood. "The  people  inside  are  much  more 
pragmatic  about  pursuing  peace,"  says 
George  Abed,  an  influential  Palestinian 
economist  who  heads  the  Welfare  Assn., 
a  Geneva-based  foundation  that  aids  Pal- 
estinians. "They  need  to  stop  the  in- 
crease in  poverty  and  unemployment." 
MONEY  TALKS.  The  rich  countries  of  the 
Persian  Gulf  have  also  been  punishing 
Jordan  for  its  pro-Iraq  stance.  Saudi 
Arabia  and  others  have  cut  off  hundreds 
of  millions  of  dollars  per  year  in  finan- 
cial aid.  At  the  same  time,  Jordan  faces 
its  own  huge  influx  of  refugees  in  the 
form  of  more  than  180,000  Palestinians 
expelled  from  Saudi  Arabia  and  Kuwait, 
as  well  as  some  200,000  Iraqis.  They  are 
swamping  schools  and  other  social  ser- 
vices. King  Hussein's  advisers  are  hop- 
ing that  Jordan's  eager  cooperation  in 
the  talks  will  translate  into  development 
aid  and  U.  S.  pressure  on  the  Saudis  to 
ease  up.  The  strategy  may  have  led  the 
Saudis  to  recently  reopen  their  borders 
to  Jordanian  exports. 

Chances  are  slight  that  political  move- 
ment in  Madrid  will  be  rewarded  with 
multibillion-dollar  aid  programs  like 
those  that  flowed  to  Egypt  and  Israel 
after  the  1979  Camp  David  accord.  One 
reason:  Congress  seems  unlikely  to  ante 
up  big  sums.  Subtler  economic  incen- 
tives aimed  at  the  private  sector  are 
more  likely.  The  U.  S.  could  give  a  big 
boost  to  Syrian  President  Hafez  al-As- 
sad's  recent  efforts  to  bring  in  Western 
companies  by  taking  Syria  off  the  list  of 
countries  said  to  sponsor  terrorism.  Such 
a  move  would  open  the  way  for  Export- 
Import  Bank  financing  of  sales  to  Syria, 
where  several  U.  S.  corporations,  includ- 
ing Boeing  and  .AT&T,  see  potential. 
Washington  could  also  pressure  the  Ar- 
abs to  end  their  embargo  of  Israel,  and 
it  could  help  both  Syria  and  Jordan  in 
their  pleas  for  aid  from  the  World  Bank 
and  International  Monetary  Fund. 

The  mere  start  of  talks  has 
cheered  executives  in  the  region. 
"The  peace  conference  is  going 
to  have  a  major  impact  on  the 
business  environment,"  says 
Dov  Frohman,  managing  direc- 
tor of  Intel  Israel  Ltd.  in  Jerusa- 
lem. The  question  is  whether 
modern  economic  interests  can 
overcome  centuries-old  political 
enmities. 

B)/  John  Rossant  in  Jerusalem 
and  Stanley  Reed  in  Neir  York 
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POLITICS  I 


TERM  LIMITS:  POPULAR  REVOLT 
OR  EXTREMIST  CRUSADE? 


The  movement's  big  money  comes  from  rich,  far-right  individuals 


On  Nov.  5,  Washington  State  will 
vote  on  Initiative  55::!,  a  term- 
limit  referendum  that  would 
force  its  eight  U.  S.  House  members,  in- 
cluding Speaker  Thomas  S.  Foley,  to  re- 
tire in  1994.  Polls  suggest  voters,  fed  up 
with  reports  of  political  corruption,  are 
likely  to  approve  limits. 

Term  limits  are  sweeping  the  country, 
but  Washington's  provisions  would  be 
the  stiffest  so  far.  A  new  Colorado  law 
takes  effect  in  1997  for  House  and  Sen- 
ate members,  and  provisions  in  Califor- 
nia and  Oklahoma  affect  only  state  and 
local  officeholders.  Another  20  states  are 
likely  to  vote  on  similar  measures  next 
year.  Supporters  like  to  portray  their 
movement  as  a  spontaneous  uprising  pit- 
ting ordinary  Americans  against  en- 
trenched incumbents  bankrolled  by  spe- 
cial interests.  Indeed,  term-limit  foes 
depend  heavily  on  funding  from  large 
corporations,  big  labor,  and  an  assort- 
ment of  interest  groups. 
'SECRET  AGENDA.'  But  reality  doesn't 
bear  out  the  populist  myth.  The  term- 
limit  crusade  may  have  begun  as  a  citi- 
zens' movement.  But  it  has  been  taken 
over  by  big  money.  Nearly  all  of  the 
$650,000  spent  in  support  of  Initiative 
553  has  come  from  a  single  Washington 


(D.  C.)-based  group  called  Citizens  for 
Congressional  Reform.  CCR  has  given 
$600,000  in  cash,  staff  support,  and  ad- 
vertising, according  to  CCR  records. 

Where  does  the  group  get  its  money? 
Director  Mary  Ann  Best  says  CCR  relies 
on  its  200,000  members.  The  average 
contribution  is  under  $15,  she  claims. 
But  CCR  got  its  seed  money — about 
$400,000 — from  brothers  Charles  G.  and 
David  H.  Koch,  chairman  and  executive 
vice-president,  respectively,  of  Koch  In- 
dustries Inc.,  a  privately  held,  diversified 
energy  company  in  Wichita. 

The  Koch  brothers  have  long  been  ac- 
tive in  political  causes.  In  1980,  David 
Koch  was  the  Libertarian  Party's  Vice- 
Presidential  candidate.  That  party's  plat- 
form calls  for  radically  reducing  the  role 
of  government  and  ending  most  U.  S. 
involvement  abroad.  Koch  says  he's  no 


Meanwhile,  the  foes 
of  term  limits 
are  being  funded 
by  big  business  and  labor 


- 


longer  involved  with  the  Libertari;is 
and  is  focusing  his  efforts  on  term 
its.  "Incumbents  extract  money  from 
Treasury  for  their  districts  just  to 
port  their  reelection,"  he  says.         I  )|l 

CCR's  tax  returns,  which  the  gr([p 
made  available  to  business  week,  |t; 
Koch's   Wichita  offices  as   the  pi; 
where  CCR's  books  are  kept.  Best  s: 
CCR  is  nonpartisan  and  that  its  o| 
agenda  is  term  limits  and  "accoun 
government."  Yet  CCR  is  a  spin-off  W 
another  tax-exempt  organization.  Co- 
zens for  a  Sound  Economy,  a  conserL 
five  group  that  espouses  tax  cuts 
privatization  of  federal  programs.  Its 
rector:  James  C.  Miller  III,  a  budget 
rector  under  President  Reagan. 

Best  insists  that  the  two  organizati(  '''''' 
have  severed  all  legal  and  financial  ti 
But  a  visit  to  CCR's  headquarters  ir 
cates  otherwise.  The  two  groups  occi 
offices  on  the  same  floor,  two  of  CC 
directors  are  also  on  Miller's  board,  j 
CCR  press  releases  list  a  contact  wh(  ^""^ 
salary  is  paid  by  Citizens  for  a  Soi  i-^^' 
Economy.  "This  is  an  out-of-state  mo 
ment  with  a  secret  agenda,"  decia 
Representative  Al  Swift  (D-Wash.).  "I 
the  brainchild  of  a  small  group  of  v< 
rich,  very  extreme  citizens." 
REPUBLICAN  PLOT?  Naturally,  Democri 


suspect  the  movement  is  a  Republic  's^t 


mr 


Men 

y; 

It  ai 


plot  to  break  their  hold  on  Congress 
least  one  term-limit  organization  gi\ 
the  theory  some  credence.  Americans 
Limit  Congressional  Terms  is  run  fr#i*il" 
the  offices  of  Eddie  Mahe  &  Co., 
Washington  GOP  consulting  firm.  Re 
overhead,  and  staff  are  paid  by  Ma' 
whose  direct-mail  expertise  also 
tapped  to  solicit  donations. 

Opponents  don't  have  rich  individi 
backers,  but  they're  getting  plenty 
business  and  labor  money.  In  Washii 
ton  State,  nearly  all  of  the  $300,( 
raised  by  those  trying  to  defeat  Init 
five  553  came  from  such  companies 
Philip  Morris  ($25,000),  Kaiser  Alui 
num  ($15,000),  and  Boeing  ($10,000).  T 
National  Rifle  Assn.  and  the  Associati 
of  Trial  Lawyers  of  America  ga 
$10,000  each.  Labor  organizatio 
chipped  in  $49,000.  "Big  business  does 
like  what  we're  doing,"  says  CCR's  Be 
"You're  talking  about  taking  away  th 
investment  on  Capitol  Hill." 

Pols  are  watching  Washington  close 
and  not  just  because  Speaker  Foley's 
ture  is  at  stake.  Recent  polls  show  tftrsi 
70%  of  voters  nationwide  support  limi 
and  a  victory  in  the  Northwest  mig 
make  the  movement  unstoppable.  W 
the  stakes  so  high,  it's  no  surprise  tl  m 
what  began  as  a  grass-roots  uprisi  sen 
has  become  a  big-money  brawl. 

By  Paula  Dwyer  in  Washington,  m 
Dori  Jones  Yang  in  Seattle 
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CUTIVE  SUITE  I 


OMPAQ'S  NEW  BOSS  DOESN'T  EVEN 
lAVE  TIME  TO  WINCE 


;khard  Pfeiffer  must  stop  the  profit  losses  and  heal  raw  wounds 


rhe  tension  inside  Compaq  Comput- 
er's boardroom  was  excruciating. 
As  the  late  afternoon  wore  into 
ming,  Rod  Canion,  the  engineer  who 
mded  the  personal-computer  power- 
ise  nearly  10  years  ago,  was  undergo- 
:  what  amounted  to  a  job  interview, 
Jently  answering  one  question  after 
)ther  from  directors.  At  stake  was  his 
as  chief  executive.  Down  the  hall,  a 
ordinate  he  had  hired  awaited  his 
n  to  make  his  own  pitch  for  the  post. 
3y  10  p.m.,  about  two  hours  after  he 
t  the  room,  Canion  heard  the  verdict: 

was  out.  "I  was  sur- 
sed,"  he  says.  "But  I 
/e  to  take  a  realistic  view, 
was  the  board's  decision." 
ose  directors  sav  the  Oct. 
meeting,  which  came  one 
y  after  Compaq  an- 
anced  a  $70  million  loss 
i  its  first-ever  layoffs, 
s  wrenching.  "It  was  the 
ighest  business  decision 
e  ever  made,"  says  Com- 
5  Chairman  Benjamin  M. 
sen. 

iciviLiZED.'  Canion's  re- 
icement  is  50-year-old 
ief  Operating  Officer 
khard  Pfeiffer,  who  built 
!  company's  fledgling  Eu- 
)ean  unit  into  a  $1.8  bil- 
1  operation  before  Canion 
"nmoned  him  to  Houston 
t  January.  Pfeiffer's  sud- 
n  triumph  over  Canion 
s  stunning.  "They  may 
ve  needed  change,"  says  Michael  S. 
avely,  former  president  of  Compaq 
irth  America,  who  quit  when  Pfeiffer 
,s  promoted  to  COO,  "but  this  was  un- 
ilized  and  uncalled-for." 
rhe  news  captivated  Houston  and  the 
nputer  industry.  Indeed,  within  hours 
the  Oct.  25  announcement,  local  TV 
ivs  crews  hovered  above  Compaq's 
luston  headquarters  in  helicopters, 
Doting  videotape  for  the  nightly  news, 
irvels  one  worker:  "It  was  like  Liz 
ylor's  wedding  or  something." 
^anion's  fall  was  actually  far  less 
imorous.  His  departure  came  after 
«ks  of  high-level  wrangling  aimed  at 
lling  the  company  out  of  a  six-month 
:line  in  revenues,  profits,  and  market 
are.  A  month  ago,  after  Canion  had 
led  to  respond  to  the  problems  with  a 
arp  enough  recovery  strategy,  Rosen 


stepped  in.  Their  solution,  devised  with 
Pfeiffer's  help,  was  to  reorganize  the 
company  into  two  units:  plain-vanilla  PCs 
and  more  sophisticated  computer  sys- 
tems. The  plan  would  allow  the  compa- 
ny's desktops  and  portable  computers  to 
slug  it  out  with  the  lower-cost  clones 
that  cause  many  of  Compaq's  problems 
while  transferring  the  research-intensive 
costs  of  more  powerful  computers  to  a 
separate  unit. 

Talks  broke  down  over  how  to  split 
top  management  duties.  Canion  was  will- 
ing to  share  his  job,  creating  two  CF_:o 


tiny  Com{)aq  needed  someone  to  launch 
its  European  operation.  Pfeiffer  jumped 
at  the  chance. 

Now,  Pfeiffer  must  get  a  handle  on 
Compaq's  problems.  "He's  able  to  guide 
through  turbulent  situations."  says 
Charles  M.  Clough,  who  was  Pfeiffer's 
boss  in  Germany  and  is  now  chairman  of 
Wyle  Laboratories,  a  chip  company. 
"He's  a  take-charge  guy."  Insiders  say 
Pfeiffer  is  fine-tuning  a  broad  comeback 
plan  that  includes  negotiating  better 
prices  from  component  suppliers,  farm- 
ing out  some  manufacturing,  and  forc- 
ing much  deeper  cost-cutting. 
DOLDRUMS.  Perhaps  the  most  important 
change  Pfeiffer  must  make  is  to  acceler- 
ate the  pace  of  new-product  introduc- 
tions. One  of  Compaq's  major  problems 
in  1991  was  its  dearth  of  new  comput- 
ers— the  company  announced  no  major 
machines  from  October,  1990,  to  Septem- 
ber, 1991.  Pfeiffer  now  says  that  Com- 
paq will  hit  the  showrooms  quickly  with 


Rosen  and  Pfeiffer:  After  the 
announcement,  TV  news 
helicopters  hovered  over 
Compaq.  'It  was  like  Liz  Taylor's 
wedding/  said  an  employee 


positions.  But  Rosen  wouldn't  go  for  it, 
and  Pfeiffer  wanted  to  be  No.  1.  On  Oct. 
23,  Rosen  told  directors  that  the  two 
men  would  audition  for  the  No.  1  slot  at 
the  next  day's  board  meeting. 

In  the  end,  says  Rosen,  the  board  was 
won  over  by  Pfeiffer's  experience  in  the 
brutally  competitive  semiconductor  and 
consumer-electronic  markets — and  his 
willingness  to  shake  up  Compaq.  Says 
Rosen:  "The  first  thing  Eckhard  did 
when  he  got  to  Houston  was  question 
why  we  were  doing  things  the  way  we 
were." 

Pfeiffer,  a  German  whose  family  fled 
across  war-torn  Europe  in  1944  to  settle 
in  Nuremberg,  spent  much  of  his  career 
at  Texas  Instruments  Corp.,  where  Can- 
ion also  got  his  start.  Pfeiffer  might 
have  stayed  there  had  it  not  been  for  a 
1983  call  from  Rosen,  who  told  him  that 


sexy  new  computers  that  can  expand  its 
markets.  Coming  up:  a  color  notebook 
computer  and  a  portable  that  can  recog- 
nize handwriting.  "We've  got  great  tech- 
nology resources  and  a  new  base  to 
move  from,"  says  Pfeiffer.  "But  we 
have  to  move  faster.  And  we  have  to 
look  at  attacking  issues  differently." 

Obviously,  things  are  going  to  be  very 
different  at  Compaq  without  Canion. 
Some  half-dozen  top  executives  are  plan- 
ning to  resign,  and  the  planned  layoffs 
will  trim  12%  of  Compaq's  12,000  work- 
ers. Canion  is  on  sabbatical.  He  says  he 
plans  to  make  a  comeback  eventually 
with  another  startup,  though  he  cautions 
that  "I  probably  won't  be  doing  much  in 
PCS."  After  the  October  that  he's  had, 
who  could  blame  him? 

By  Mark  Ivey  in  Houston,  with  Deidre  A. 
Depke  and  Thane  Peterson  in  New  York 
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THE  INVESTMENT. 


It's  smart.  It's  understated.  The  Fujitsu  Pocket  Commander "  cellular  telephone  is  an  investment  in  style,  with 
classic  lines  and  tasteful  attention  to  detail.  Yet  the  Pocket  Commander  is  light  and  compact  enough  to  fit  in  your  pocket. 
And  complementing  the  phone's  innovative  design  is  the  sophisticated  technology  you'd  expect  from  Fujitsu. 


THE  DIVIDEND. 


This  is  one  venture  with  a  guaranteed  return.  A  free  $75  Spiegel  gift  certificate  comes  with  the  purchase  of  the 
Pocket  Commander.  Plus  a  coupon  for  a  special  promotional  accessory  package.  For  details  on  the  investment  with  an  immediate 
dividend,  call  for  the  authorized  Fujitsu  dealer  nearest  you.  With  the  Fujitsu  Pocket  Commander,  st/le  has  its  rewards. 

1-800     -955  -9926 

Fujrrsu 

The  global  computer  &  communications  company. 


POCKET  COMA'VANDER^'^  is  a  trademark  of  Fujitsu  Network  Tronsnnission  Systems,  Inc.  Promotional  offer  expires  December  31,  1 99 1 
Accessory  coupon  not  valid  outside  tfie  U  S  ,  and  not  redeemable  by  dealers 
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THE  LAW  I 


YOU'LL  NEVER  EAT  LUNCH 
IN  THIS  INDUSTRY  AGAIN 


A  court  case  at  Abbott  fans  the  fire  over  'noncompete'  agreements 


Suppose  a  longtime  executive  is 
squeezed  out.  He's  angry.  Will  he 
spill  details  about  his  former  em- 
ployer if  he  lands  a  job  with  a  rival? 
Possibly.  How,  then,  does  a  company 
protect  its  secrets  without  seriously  im- 
pairing the  former  employee's  ability  to 
find  a  job  in  the  industry  he  knows  best? 

It's  not  a  hypothetical  question.  It's 
the  crux  of  an  ongoing  10-month  battle 
between  Abbott  Laboratories  and  for- 
mer President  and  Chief  Operating  Offi- 
cer Jack  W.  Schuler.  On  Oct.  28,  a  Cook 
County  (III.)  Circuit  Court  judge  blessed 
a  deal  in  which  Abbott  said  it  wouldn't 
sue  to  enforce  its  agreement  barring 
him  from  working  for  a  competitor.  The 
pact,  entered  two  days  before  the  case 
against  the  giant  health  care  company 
was  set  for  trial,  averted  a  call  to  the 
witness  stand  for  Abbott  Chairman 
Duane  L.  Burnham  and  Borg-Warner 
Corp.  Chairman  James  F.  Bere,  the  Ab- 
bott director  who  negotiated  Schuler's 
severance. 

'BE  REASONABLE.'  But  Schuler  is  likely  to 
seek  damages  for  lost  job  opportunities 
because  of  provisions  Abbott  now 
agrees  were  "unenforceable."  The  two 
could  settle,  but  they'll  likely  slug  it  out 
in  court.  "The  ruling  is  powerful  support 
for  a  damage  claim,"  says  George  F. 
Galland  Jr.,  Schuler's  lawyer.  Abbott  de- 
clines to  comment. 


However  it's  resolved,  the  case  under- 
scores a  tough  issue  for  all  employers  in 
this  era  of  white-collar  layoffs  and  exec- 
utive mobility:  how  to  protect  hard-won 
client  lists  and  trade  secrets  while  avoid- 
ing costly  suits.  For  employees,  whose 
careers  can  be  blighted  by  an  unjust 
"noncompete"  clause,  the  issue  is  cru- 
cial. Now,  the  agreements — and  suits  at- 
tacking them — are  almost  routine. 
"More  and  more  companies  are  using 
noncompetes,"  says  Michael  A.  Epstein, 
an  intellectual-property  lawyer.  "If  you 
try  to  enforce  an  over- 
ly broad  noncompete 
agreement,  it  could  end 
up  hurting  you.  Be  rea- 
sonable" (table). 

While  standards 
vary  by  state,  being 
reasonable  generally 
means  limiting  the 
time  and  territory  cov- 
ered and  protecting  le- 
gitimate business  inter- 
ests. Last  year,  a 
Philadelphia  court  let 
Pentech  Infusions  Inc. 
stop  a  former  nursing- 
services  director  from 
working  for  a  rival  be- 
cause its  business  de- 
pended on  protecting 
confidential   data  and 
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THE  LAW  ON 
'NONCOMPETE' 
AGREEMENTS 

Standards  vary  from  state  to 
state,  but  the  courts  have  found 
noncompetitive  agreements  lavf- 
ful  and  enforceable  when  they: 

►  Specify  a  reasonable  time, 
usually  six  months  to  three  years 

►  Define  an  area,  anywhere 
from  an  adjoining  county  to  the 
continental  U.S.,  depending  on 
the  nature  of  the  business 

►  Detail  the  types  of  work  that 
are  prohibited 

►  Protect  a  legitimate  business 
interest  of  the  employer 


client  relations.  It  also  found  the  dur 
tion  (12  months)  and  scope  (a  100-mi 
radius  from  Philadelphia)  reasonable 
Trouble  is,  the  law  is  evolving. 
1987,  the  Texas  Supreme  Court  barn 
noncompete  agreements  "which  are  pi 
marily  designed  to  limit  competition 
restrain  the  right  to  engage  in  a  cor 
mon  calling."  But  the  court  didn't  defh 
a  "common  calling."  The  ensuing  cha( 
led  to  a  law  spelling  out  what  was  re 
sonable,  largely  at  business'  request. 

What's  more,  the  cases  are  oft 
sticky.  GTE  Corp.  and  John  D.  Goekejifrj 
the  founder  of  GTE-owned  Airfone,  feu 
ed  for  25  months  over  a  noncompejuoj 
agreement  before  settling  last  Marc 
Goeken  says  GTE  agreed  to  pay  $15 
million  to  him  and  Airfone's  other  ori 
nal  owners.  Goeken  agreed  to  drop  hjjoii 
Federal  Communications  Commission  p 
tition  seeking  to  deny  GTE  a  license  f 
air-to-ground  phone  service. 
SIGN  OR  ELSE.  Was  Abbott's  agreemeibm 
with  Schuler  reasonable?  Probably  no  ]itj 
It  barred  Schuler  from  working  for  coro<tl'.i! 
petitors  anywhere  in  the  world  for  s 
years — about  twice  what  most  courl 
have  upheld.  Judge  Edwin  M.  Berma 
interpreted  Abbott's  decision  not  to  ei 
force  the  clause  after  two  years  as  "a 
admission  that  it  was  too  far-reaching 
In  court  documents,  Schuler  claims  if  h 
didn't  sign  the  agreement,  he  woul 
have  gotten  no  severance.  More  impo 
tant,  he  says  he  signed  only  after  Ben 
an  Abbott  director,  assured  him  that  th 
board  would  be  flexible  about  whic 
companies  were  "competitive."  Ber 
couldn't  be  reached  for  comment.  I 
court,  Abbott  denied  any  assurances. 

Schuler  sued  Abbott  in  Decembe 
1990,  after  his  stock  options  had  vestec 
asking  the  court  to  void  the  noncompet 
clause.  At  issue  was  whether  Abbo" 
was  serving  a  legitimate  business  inte 
est  by  blocking  Schuler's  employmer 
with  competitors  fo 
six  years.  His  lawy 
argued  that  even  tw 
years  after  leaving  Al 
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bott,  he  had  no  secrets 


The  dispute  is  chil 
ing  Abbott  execs.  "It' 
disturbing  that  th 
board  could  force  on 
of  the  country's  to 
health  care  executive 
out  of  his  job  and  the 
fight  to  keep  him  froi 
going  back  to  work 
says  one.  But  if  Schi 
ler  wrings  damage! 
from  Abbott,  it  coul 
catch  a  chill  of  its  owr 
By  Julia  Flynn  Sile 
in  Chicago,  with  Wend, 
Zellner  in  Dallas 


Our  international  passengers 

start  clearing  customs 
before  our  planes  even  land. 


paper 


\X/liile  we're  flying  your 
packages  overseas,  detailed 
shipment  information  is  flying 
ahead  on  UPSnet^our  glohal 
data  network. 

That  gives  UPS  customs 
brokers  in  destination  coun- 
tries a  sizable  head  start:  from  2 
to 36  hours.  And  that  gives  us 
extra  time  to  sort  out  potential 
clearance  problems  before  the 
packages  even  arrive. 

As  a  result, UPS  interna- 
tional shipments  are  well  on 
their  way  while  other  delivery 
companies  are  still  getting  their 
?rwork  in  order. 
Wliat's  more,  this  technol- 
ogy doesn't  just  make  us  faster 
and  more  reliable.  It  makes  us 
more  efficient.  So  we  can  de- 
liver to  over  180  countries  and 
territories,  usually  for  a  lot  less 
than  other  companies  charge. 

So  next  time  you  have  an 
international  shipment  to  send, 
just  send  it  UPS. 

After  all,  many  companies 
can  fly  your  packages  overseas. 

It's  what  we're  do- 
ing while  they're  flying 
that  makes  all  the  dif- 
ference in  the  world. 
We  run  the  tightest  ship  in 
the  shipping  business! 


-9^ 


ups 


PEOPLE  I 


A  REVERSAL  OF 
MISFORTUNE? 


Alan  Dershowitz  is  trying  to  shred 
a  best-selling  Milken  expose 


Alan  M.  Dershowitz  would  like 
nothing  better  than  to  rename 
Dvn  of  Thieves,  the  new  best- 
seller about  jailed  junk-bond  czar  Mi- 
chael R.  Milken.  The  brash  Harvard  law 
professor  and  Milken  lawyer  would  call 
it  Den  of  Tliieivs:  Puck  of  Lies. 

Dershowitz  is  campaigning  to  make 
his  wish  come  true — if  not  in  bookstores, 
then  in  the  public's  mind.  He  has  placed 
newspaper  ads  blasting  the 
book  as  "chock  full  of  de- 
monstrable errors."  In 
speeches,  Dershowitz  is 
slamming  author  James  B. 
Stewart,  the  Wall  Street 
Journars  Pulitzer  prize- 
winning  front  page  editor. 
Soon,  Dershowitz  says, 
he'll  hand  out  a  100-page 
"briefing  book"  rebutting 
Stewart's  portrayal  of  Mil- 
ken as  a  greedy  criminal. 
WINNING  HEARTS.  Stewart 
says  the  assault  shows  the 
might  of  the  Milken  public 
relations  machine,  which 
his  book  blasts.  "It's 
meant  to  intimidate  all 
journalists  who  might 
write  about  Milken,"  he 
says.  "The  facts  are  on  my 
side."  But  Dershowitz  says 
he  fears  Den  will  go  down 
as  the  definitive  Milken 
book.  "We're  competing 
for  the  hearts  and  minds 
of  the  general  public," 
he  says. 

A  subtext  in  the  argu- 
ment is  whether  Der- 
showitz and,  as  he  claims, 
Stewart,  are  angling  to 
win  the  heart  and  mind  of  U.  S.  District 
Court  Judge  Kimba  M.  Wood.  After  Mil- 
ken pleaded  guilty  to  six  felonies  in 
April,  1990,  she  sentenced  him  to  10 
years.  Now,  she  is  mulling  whether  to 
grant  his  appeal  for  a  reduced  jail  term. 

Milken  has  admitted  securities  ma- 
nipulation and  tax  fraud.  Yet  Der- 
showitz, who  won  a  reversal  of  socialite 
Glaus  von  Bulow's  murder  conviction 
and  has  his  own  current  bestseller. 
Chutzpah,  says  Stewart  "convicted" 
Milken  of  crimes  he  didn't  commit.  Z>c«, 
he  claims,  takes  as  true  allegations  by 


DERSHOWITZ:  "APPALLED" 
BY  0£N  OF  THIEVES'  FLAWS 


AUTHOR  STEWART:  "THE 
FACTS  ARE  ON  MY  SIDE" 


the  likes  of  stock  cheat  Ivan  F.  Boesky, 
even  though  the  allegations  were  never 
tested  in  court. 

Dershowitz  got  a  preview  of  Deu  last 
summer,  soon  after  Milken  hired  him. 
He  says  he  was  "appalled"  by  its  un- 
truths. The  fireworks  started  in  October, 
after  the  Journal  ran  excerpts.  Der- 
showitz penned  a  biting  op-ed  piece  for 
the  Journal,  which  also  carried  Stew- 
art's reply  and  their  rebuttals. 
'MR.  BIG.'  Dershowitz  turned  to  other 
fronts  after  The  New  York  Times  ran  a 
swooning  book  review.  His  full-page 
Times  ad  attacked  Den 's  "religious  ste- 
reotypes" and  reviewer  Michael  M. 
Thomas  as  anti-Semitic.  (Stewart  scoffs 
at  the  claim,  and  Thomas  has  slammed 
Dershowitz  in  his  New  York  Observer 
column.)  Meantime,  Dershowitz  chal- 
lenged Stewart  to  a  debate. 

Dershowitz  claims  Stew- 
art and  publisher  Simon  & 
Schuster  Inc.  timed  Den  to 
coincide  with  a  "critical  le- 
gal event":  Milken's  sen- 
tencing appeal.  "Stewart 
created  the  myth  of  Mi- 
chael Milken  as  Mr.  Big," 
Dershowitz  told  business 
WEEK.  "He  wants  Milken 
to  have  a  very  long  sen- 
tence." Stewart  and  his 
editor,  Alice  Mayhew,  say 
the  claims  are  hogwash. 
The  book  appeared  now  be- 
cause that's  when  they  fin- 
ished it.  And  in  publishing, 
new  titles  come  out  in  the 
spring  and  fall  seasons. 

Stewart  rests  his  case  on 
Den,  but  thinks  it's  Der- 
showitz who  seeks  to  sway 
the  judge,  something 
Dershowitz  denies.  On  Oct. 
17,  Milken's  lawyers  asked 
for  a  reduction  from  the  36 
to  40  months  in  time  Wood 
indicated  he  should  serve 
before  parole.  Could  Wood, 
who  has  total  discretion  to 
cut  Milken's  term,  be 
swayed?  New  York  de- 
fense lawyer  Stanley  S. 
Arkin  notes:  "It  takes  a  rare  judge  not 
to  be  influenced  to  some  extent  by 
what's  happening  in  the  community." 
But  John  C.  Coffee,  a  Columbia  Law 
School  professor,  says  such  an  effort 
could  offend  Wood  and  backfire. 

Meanwhile,  Milken  sits  in  a  four-man 
cell  at  a  minimum-security  prison  in 
Pleasanton,  Calif.  He  tutors  inmates.  On 
weekends,  his  family  visits.  One  day, 
friends  say,  Milken  will  print  his  own 
story.  Right  now,  it's  Stewart's  version 
that's  topping  the  Ti?nes  bestseller  list. 

By  Michele  Galen  in  New  York 


ENVIRONMENT! 


HERE  COME  THE 
GREENMOBILES 


Eastern  states  join  the  rally  fc 
cleaner  cars.  Will  it  work? 


If  you've  been  expecting  electric  an 
other  alternatively  fueled  cars  to  h 
the  roads  about  the  time  your  grea 
grandchildren  start  to  drive,  think  agaii 
On  Oct.  29,  alternative  vehicles  got  the 
biggest  boost  yet,  when  nine  Easter 
states  and  the  District  of  Columb: 
promised  to  adopt  tough  new  smog-r 
duction  rules  first  imposed  by  Californ 
in  September,  1990.  The  states  are  Nef^ 
York,  New  Jersey,  Pennsylvania,  Mass 
chusetts,  Virginia,  Maryland,  Delawan 
New  Hampshire,  and  Maine. 

With  other  states,  including  Illinoi 
Texas,  and  Oregon,  mulling  simi 
moves,  it  seems  almost  certain  th 
large  numbers  of  new  U.  S.  cars  ar 
trucks  will  have  to  run  on  natural  gas 
methanol  starting  in  1997.  On  top 
that,  the  new  rules  mandate  that 
1998,  27'  of  all  new  vehicles  will  have 
run  on  electricity.  That  will  hit  10%' 
2003,  or  nearly  500,000  annually  in  stat 
that  have  agreed  to  the  rules  so  far. 

Big  car  and  oil  companies  are  alread 
griping  that  it  can't — and  shouldn't — b 
done.  David  R.  Hayward,  Mobil  0 
Corp.'s  vice-president  for  supply  an 
transportation,  calls  the  new  rules  "dr; 
conian  and  expensive,  especially  the  elei 
trie-vehicle  requirement."  Companie 
fear  alternative  vehicles  won't  sell  witi 
out  big  government  incentives.  The  ele' 
trie-car  requirement  aside,  they  hop 
most  of  the  new  clean-air  rules  can  h 
met  by  making  gasoline  burn  mor 
cleanly  and  by  improving  convention; 
fuel  systems.  Yet  they  complain  it  wi 
cost  them  "tens  of  billions  of  dollars." 
PARKING  PERKS.  All  this,  the  manufai 
turers  claim,  could  add  up  to  $550  to  th 
cost  of  a  new  car.  State  officials  put  th 
tab  at  closer  to  $170.  And  the  companie 
question  whether  the  California  ruk 
will  be  effective  in  cleaning  up  smog  i 
the  East,  where  weather  and  pollutio 
sources  are  different.  "It's  going  to  be 
mess,  and  [we]  really  question  whethc 
it's  going  to  be  worth  the  trip,"  saj 
Donald  R.  Buist,  Ford  Motor  Co.'s  dire^ 
tor  of  automotive  emissions  and  fui 
economy. 

Backers  concede  that  much  remains  t 
be  done  to  make  alternative  vehicle 
practical.  States  expect  eventually  t 
pass  incentives — such  as  lower  sales  ta; 
es  and  special  parking  privileges  in  u 
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ALL THE 
nCHilOLOGY 
IN  THE 
WORLD 

VNMi'TGET 
YOU  FROM 

HERETO 


In  the  1980s,  the  office  fell  in  love  with  technology. 
In  just  that  decade,  over  $679  billion  was  spent 
on  information  technology. 

More  than  60  million  personal  computers  were 
purchased.  The  power  and  speed  of  those  computers 
soared  by  1900%. 

And  by  1990,  American  business  was  investing 
seven  times  as  much  in  information  technology  per 
employee  than  in  1980. 
OK.  What  did  we  get  in  return? 
White-collar  productivity  rose  less  than  1% 
a  year  during  the  1980s. 

So  what  went  wrong?  Why  hasn't 
office  productivity  kept  pace  with 
technology?  What's  the  missing  link'5^ 
We  call  It  OFFICE  2000. 
In  the  customer  service  department  of  a 
large  European  car  maker,  resolution  of  ques- 
tions or  inquiries  once  took  up  to  30  days. 
Now  it  takes  only  24  hours.  - 

The  processing  of  workers'  compen- 
sation claims  in  a  government  agency 
was  cut  from  6  weeks  to  just  2  days. 

A  major  Pacific  Rim  bank  was  able 
to  handle  a  300%  increase  in  workload 
in  its  property  evaluation 
department— without  add- 
ing a  single  staff  member 
You  see,  at  Wang  we  listen  to  you.  We  work  with 
you.  We  understand  your  business  needs.  Instead  of  ^ 
letting  technology  drive  the  answer  we  help  you  drive  it.  ^ 

Together,  we  create  an  integrated  solution  —  by 
redesigning  the  workflow  of  your  office,  and  then  adding 
Wang  office  productivity  and  imaging  technologies, 
where  appropriate,  to  your  existing  technologies. 

So  now  you  have  a  choice.  An  office  filled  with 
technology-driven  human  beings. 

Or  an  office  that  works  with  human-driven 
technology. 


^  mi  OFFICESTHATWORK 


i 


ban  centers — to  lure  consumers.  But 
George  P.  Ferreri,  director  of  air  man- 
agement for  the  Maryland  Environment 
Dept.,  admits  that  "the  details  haven't 
been  worked  out."  Thomas  C.  Jorling, 
New  York's  environment  commissioner, 
says  his  state  is  focusing  on  getting  pub- 
lic utilities  to  build  enough  natural-gas 
refueling  and  electric  recharging  sta- 
tions so  that  consumers  will  be  able  to 
"use  these  vehicles  in  the  real  world." 
QUICKER  CHARGES.  So  far,  though,  few 
such  stations  e.xist — a  major  problem, 
given  the  short  driving  range  of  most 
alternative  vehicles.  The  best  prototype 
so  far.  General  Motors  Corp.'s  Impact, 
travels  a  maximum  of  120  miles  per 
charge.  The  East  Coast  states  also  hope 
to  charge  up  all  the  new  electric  vehicles 
they're  promoting  with  no  increase  in 
electric-generating  capacity.  That  will  re- 
quire incentives  to  get  drivers  to  charge 
up  overnight,  when  other  demand  on 
power  plants  is  low. 

The  wild  card  is  how  fast  companies 
can  improve  alternative-vehicle  technol- 
ogy. Every  major  car  company  in  the 
world  has  an  electric-car  project  under 
way.  In  October,  Detroit's  Big  Three 
agreed  to  pour  $260  million  into  new  bat- 
teries that  will  give  electric  cars  longer 
range — with  the  U.  S.  government  kick- 
ing in  half  the  dough.  One  promising 
new  battery,  called  sodium-sulphur,  may 
be  ready  by  the  mid-1990s.  Also  in  Octo- 
ber, in  Japan,  the  Ministry  of  Interna- 
tional Trade  &  Industry  announced  a 
similar  program  to  come  up  with  electric 
batteries  with  more  oomph. 

State  officials  are  counting  on  compe- 
tition to  make  their  new  regulations 
practical.  If  Detroit's  Big  Three  don't 
plunge  ahead,  "they're  going  to  lose  tre- 
mendous amounts  of  market  share  to 
foreign  manufacturers  who  aren't  so  re- 
luctant to  market"  alternative  cars.  New 
York's  Jorling  predicts.  For  instance, 
Nissan  Motor  Corp.  recently  announced 
that  it  has  come  up  with  a  charger  that 
can  partially  juice  up  electric-car  batter- 
ies in  as  little  as  15  minutes — vs.  up  to  8 
hours  for  current  models.  With  an  early 
lead  in  alternative-fuel  technology,  De- 
troit isn't  about  to  let  that  happen  with- 
out a  fight.  And  although  Detroit's  bat- 
tery consortium  is  just  cranking  up,  CM 
has  hinted  it  will  put  the  Impact  into 
production  l)y  the  mid-1990s  using  con- 
ventional lead-acid  batteries. 

Many  states  have  tried  and  failed  for 
years  to  comply  with  federal  clean-air 
standards.  "We  and  most  of  the  North- 
east states  are  violating  the  standards 
now,  and  we're  creating  a  health  haz- 
ard," says  Maryland's  Ferreri.  Now, 
they're  determined  to  succeed. 

By  David  Woodruff  in  Detroit  and 
Thane  Peterson  in  New  York 


SPORTS  BUSINESS  I 


200,000  FOAM  TOMAHAWKS: 
THAT'S  NOT  CHOPPED  LIVER 


So,  maybe  Jane  Fonda  didn't  bite — a  lot  of  Braves  fans  snapped  them  u 


When  a  record  750,000  Atlanta 
Braves  fans  turned  out  for  a 
parade  to  celebrate  their 
team's  near-victory  in  the  World  Series 
that  ended  Oct.  27,  thousands  of  them 
were  chopping  the  air  with  little  foam 
tomahawks.  Thanks  to  the  Braves'  spec- 
tacular season,  the  now-ubiquitous — and 
increasingly  controversial — souvenir  has 
made  one  local  entrepreneur  rich  and 
showed  just  how  quickly  Major  League 
Baseball  can  hop  on  a  trend. 

Braves  fans  began 
their  trademark 
chop — dreamed  up  in 
the  early  1980s  by  the 
fans  of  the  Florida 
State  University  Semi- 
noles — late  in  the 
summer  when  the 
Braves  were  closing  in 
on  the  National 
League  Western  Div. 
title.  That's  when 
foam-bedding  sales- 
man Paul  Braddy  had 
his  inspiration.  Driv- 
ing from  Nashville  to 
Chattanooga,  Tenn., 
on  a  sales  call,  Braddy 
was  listening  to  a 
Braves  game  when  ra- 
dio announcer  Skip 
Carey  suggested  fans 
needed  some  toma- 
hawks to  help  them  do 
their  chopping. 

Braddy  stayed  up  all  night  fashioning 
a  foam  tomahawk  that  looked  like  the 
Braves'  logo.  Then  he  showed  it  to  exec- 
utives of  .\R.A  Leisure  Services,  the  con- 
cessionaire at  Atlanta's  Fulton  County 
Stadium.  They  ordered  5,000,  and  a  craze 
was  born.  On  Aug.  15,  Braddy,  37,  quit 
his  $60,000-a-year  job  and  started  selling 
tomahawks  full-time. 
SOFT  GOODS.  Now,  Braddy  has  23  em- 
ployees and  a  20-state  distribution  net- 
work. Customers  such  as  Kmart  Corp. 
and  Wal-Mart  Stores  Inc.  have  ordered 
from  Braddy's  company.  Soft  Novelties 
Inc.  So  far,  Braddy  estimates,  he  has 
sold  about  200,000  tomahawks  at  an  av- 
erage wholesale  price  of  $3  each. 

In  early  September,  about  a  month 
into  his  venture,  Braddy  says  he  started 
getting  signals  from  Major  League 
Baseball  that  his  novelties  were  infring- 


INSULTING?  NATIVE  AMERICAN 
PROTESTS  MAY  AX  THE  TOMAHAWK 


ing  on  the  Braves'  copyrighted  tom 
hawk  logo.  Not  wanting  a  fight,  on  Sep 
14  he  approached  Major  League  Bas 
ball  Properties,  baseball's  in-house 
censing  operation,  which,  for  a  percen 
age,  allows  team  logos  to  appear  c 
everything  from  snow  shovels  to  ba1 
towels.  By  Sept.  15,  Braddy  had  har 
mered  out  an  agreement  good  throug 
1992.  He  hands  over  10%— about  $60,0( 
so  far — in  exchange  for  use  of  the  Maj( 
League  Baseball  symbol  and  retail  ar 
distribution  support. 

.MLB  Properties  als 
cashed  in  on  fan  hy 
teria  in  Minneapoli 
St.  Paul,  home  of  tl 
World  Series  chamf 
on  Minnesota  Twin 
Most  of  the  Hom( 
Hankies  that  are  c 
rigueur  for  Twir 
fans  come  complel 
with  the  Majc 
League  Baseball  log' 
It's  a  lucrative  a 
rangement  for  all  co; 
cerned.  In  Atlanta  b' 
fore  game  four  of  th 
World  Series,  an  ML 
Properties  executiv 
was  reminiscing  aboi 
an  earlier  game 
Minneapolis.  "I  looke 
out  at  that  crowd,"  \ 
recalled,  "and  said  ■ 
myself,  'I  wish  I  had 
one  of  those  hankies 


nickel  for  every 
Then  I  realized,  I  did." 

Despite  its  enormous  popularity,  th 
could  be  the  last  year  for  tomahawk  m: 
nia.  Braves  President  Stan  Kasten  hi 
offered  to  meet  with  Native  America 
leaders  to  discuss  their  concerns  that  tl 
Braves  logo  promotes  negative  stere 
types.  One  possible  outcome:  The  Brav( 
could  drop  the  tomahawk. 

Just  in  case,  Braddy  is  hedging  h 
bets.  He's  shipping  foam  tomahawks  1 
colleges  with  Indian  mascots,  hoping  th 
chop  will  spread  well  beyond  the  SoutI 
east.  He's  also  talking  to  the  Nation; 
Basketball  Assn.  Now,  if  only  the  Atlai 
ta  basketball  team  can  rally  this  seasc 
the  way  the  Braves  did.  Foam  Hawk 
anyone? 

By  Walecia  Konrad.  with  Harr 
Collingwood.  in  Atlanta 


48  BUSINESSWEEK/NOVEMBER  11,  1991 


Position  On 


For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class™  700  Series  features  our  exclusive 
UHQ™  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing 
a  plain  paper  fax  easy.  If  you  mISSSB 
call  1-800-pK-CANON,  we'll  Kmp^^ 
mail  you  a  Decision  Maker's  m/t^ju 
Kit  designed  to  help  you  FsSuS^S 
find  the  perfect  Canon  fax  &a^^^^ 
for  your  needs.  ^^^^^i 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  you're  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


FAX-U300 


FAX-L780 

FAX-L760  FAX-A501 
FAX-L770 

Enjoy  mty  ntahitod  paymeriis  with  the  Canon  Credit  Card.  Ask  lor  details  at  participating  Canon  daalars  and  retallera.  Available  only  In  U.S. 


1441  Cjnun  L'     A  ,  Iiu 


More  than  just  fast,  Hertzl  C^lub  Gold  ls  the  best  way  ever  to  rent  a  ca 


Wlien  yoii  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  ^^et  it  with  Hertz  #1 
(  Hub  (  lold  nienibership. 

With  (iold  Service^  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  Vou  strai^^ht  from  the 
courtesy  bus  to  our  exelusi\'e  weather-protected  can- 
opy. Your  name  in  lii^hts  directs  you  to  your  car  with 
the  trunk  open  and  e\'erythin;[^  ready  to  go.  One  quick 
check  at  the  j^ate  and  youVe  on  your  way. 

For  your  information:  Rate  axailable  at  partici- 
patinj;  corporate  airport  locations  and  may  be  hij^her 
in  some  metro  areas,  blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


teB( 


Ad\'ance  reservations  are  required.  Standard  rent 
qualifications  apply  and  cars  must  be  returned  t 
renting  location.  Taxes  and  optional  items,  such  £  » 
refueling,  are  extra.  For  reservations  call  your  Trav( 
Agent  or  Hertz  at  1-800-654-3131. 


Lincoln  or  similar  car 


Optional  LDW  $U 
a  dav  or  less 


Hertz  rents  Kurds  and  other  line  ears. 

isKH;  us  I'AT  UFF  O  HKKTZ.SV.STKMS  INC  I'Wl 


AMERICA'S  WHEELS 
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LONG-DISTANCE 
RUNNERS 

It  hasn't  been  a  good  year  for 
corporate  dividends.  Accord- 
ing to  Standard  &  Poor's, 
21 1  companies  have  can- 
celed dividends  so  far  this 
year,  about  the  same  as  a 
year  earlier.  But  these 
publicly  traded  companies 
pay  through  thick  and  thin 


Highly  rated  companies  paying 
dividends  continuously 

Paid 
since 

WASHINGTON  GAS  UGHT 

1852 

j.P.  MORGAN 

1892 

WESTVACO 

1892 

GENERAL  ElEGRIC 

1899 

PPG  INDUSTRIES 

1899 

BRISTOL-MYERS  SQUIBB 

1900 

ALEXANDER  &  BALDWIN 

1902 

NCNB 

1903 

DOW  CHEMICAL 

1911 

GATX 

1919 

HATH  CTAMn*Dn  c  onnp'c  rnoo 

ME  WARNER'S 
lOW-BIZSHUEFLE 


rime  Warner  got  one  mon- 
y  off  its  back  on  Oct.  29  by 
nching  its  first  major  stra- 
y'lc  alliance  with  foreign 
rtners.  Japan's  Toshiba  and 
Itoh  will  ante  up  $500  mil- 
n  each  for  a  combined 
.5%  stake  in  a  new  venture 
mposed  of  Time  Warner's 
)vie  studio,  cable  TV,  and 
)me  Box  Office  businesses. 
Analysts  like  the  deal  be- 
use  it  guarantees  Time 
arner  the  lion's  share  of 
;e  cash  flow  generated  by 
3  new  entity.  Time  Warner 
11  retain  management  con- 
)]  of  the  partnership,  called 
Tie  Warner  Entertainment, 
id  it  will  shift  $7  billion  of 
$8.8  billion  debt  to  the  new 
nture's  books.  Time  Warner 
)ck  rose  3%,  to  90,  in  the 
0  days  after  the  news. 


lAREHOLDERSTALK, 
ID  FAIRCHILD  LISTENS 


Stockholder  complaints 
out  sky-high  executive  pay 
ten  fall  on  deaf  ears,  but 
t  at  Fairchild.  The  aero- 


space com])any,  based  in 
Chantilly,  Va.,  recently  settled 
a  shareholder  suit  by  agree- 
ing to  reduce  CKO  Jeffrey 
Steiner's  $19.8  million  annual 
compensation  package.  Under 
the  pact,  Fairchild  has  cut 
Steiner's  $1.4  million  salary 
by  $250,000,  canceled  his  op- 
tions for  50,000  shares,  and 
nixed  new  option  grants  until 
1993  and  raises  until  1996. 

A  Fairchild  lawyer  calls  the 
adjustments  "relatively  incon- 
sequential." But  Patrick 
McGurn,  an  attorney  at  the 
Investor  Responsibility  Re- 
search Center,  says,  "I  don't 
remember  ever  seeing  a  case 
like  this."  Given  the  share- 
holders' success,  it  may  not 
be  the  last  of  its  kind. 


CHRYSLER  HOCKS 
A  DIAMOND 


►  Chrysler  buffed  up  its  bal- 
ance sheet  on  Oct.  29  by  sell- 
ing its  50'/'  share  in  the  Dia- 
mond-Star Motors  assembly 
plant  in  Normal,  111.,  to  part- 
ner Mitsubishi  Motors  for 
nearly  $100  million.  In  addi- 
tion, Mitsubishi  assumed  all 
of  Diamond-Star's  debt.  With 
the  deal,  Chrysler  sheds  liabil- 
ity for  $200  million  in  losses 
rung  up  since  1988,  when  the 
venture  began  building  sporty 
coupes  for  both  companies. 
Chrysler's  total  aftertax  gain: 
$127  million. 

The  carmaker  had  more 
good  news  on  Oct.  30.  The  $82 
million   third-quarter  loss  it 


'GET  ME  REWRITE— AND  ROOM  SERVICE' 


If  you  credit  the  opinion  polls, 
journalists  rank  in  popularity 
somewhere  between  foot  fungus 
and  members  of  Congress.  But, 
hey,  callous,  sensation-seeking 
newshounds  have  feelings,  too. 

So  the  press  release  from  the 
Heart  of  Palm  Beach  Hotel 
must  have  made  them  feel  want- 
ed. The  hostelry  is  pulling  out 
all  the  stops  to  lure  journalists 
coming  to  town  to  cover  the  trial 
of  William  Kennedy  Smith  on  sexual  assault  charges.  Report- 
ers who  sign  on  for  the  $59-a-night  package  won't  pay  for 
parking,  breakfast,  or  incoming  faxes.  And  "Betty,  our  star  in 
the  restaurant,  will  know  how  you  take  your  coffee  from  the 
day  you  arrive!"  Coffee,  of  course,  is  to  reporters  what  blood  is 
to  vampires.  Best  of  all,  the  Heart  of  Palm  Beach  knows  what 
really  appeals  to  the  journalistic  soul.  The  hotel,  scribes  are 
assured,  is  located  just  "minutes  from  Au  Bar,"  where,  that 
fateful  night.  Smith  met  his  accuser. 


announced  is  notably  better 
than  the  $214  million  loss  of  a 
year  ago,  indicating  that 
Chrysler's  cost-cutting  drive 
is  having  a  positive  effect. 


FIRST  CHICAGO'S  CHIEF 
BOWS  OUT 


►  Bogged  down  by  bad  loans 
in  commercial  real  estate, 
junk  bonds,  and  consumer 
debt,  First  Chicago  now  has 
another  problem  to  contend 
with:  the  search  for  a  new 
chairman.  Barry  Sullivan,  60, 
said  on  Oct.  30  that  he'll  retire 
from  the  nation's  llth-largest 
bank-holding  company  by 
April,  if  not  before. 


Among  the  possible  succes- 
sors is  Thomas  Johnson,  the 
former  president  of  Manufac- 
turers Hanover,  which 
merged  with  Chemical  last 
summer.  Richard  Thomas, 
president  of  First  Chicago,  is 
the  top  inside  candidate. 

Don't  look  for  Sullivan  to 
swing  a  takeover  before  he 
leaves.  First  Chicago  and  Con- 
tinental Bank  deny  rumors 
that  chiefs  of  the  two  banks 
discussed  a  merger,  though 
they  do  acknowledge  meeting 
to  discuss  industrv  trends. 


KUWAIT  SNAPS  UP 
A  KEATING  RELIC 


►  The  government  has  gotten 
rid  of  a  symbol  of  the  excess 
that  spawned  the  thrift  crisis. 
The  Resolution  Trust  Corp. 
has  sold  the  luxurious  Phoeni- 
cian Resort  in  Scottsdale, 
Ariz.,  to  the  Kuwaiti  Invest- 
ment Office.  The  Phoenician, 
which  features  rows  of  se- 
cluded bungalows  and  grand 
pianos  throughout,  was  luiilt 
by  Charles  Keating's  Lincoln 
Savings  &  Loan  for  $296  mil- 
lion. The  KIO  is  paying  $111.5 
million  for  the  55%  of  the 
Phoenician  and  a  sister  hotel 
that  it  doesn't  already  own. 
U.  S.  taxpayers,  who  now  own 
that  557f,  will  lose  $66  million 
on  the  deal. 
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It's  really  quite  easy.  Just  look  for  PCs  that 
have  a  genuine  Intel  microprocessor  inside. 
Either  the  InteB86r  InteB86SX,  lntel386SL, 
Intel486™  or  Intel486  SX  microprocessor 

Intel  is  the  world's  leader  in  micropro- 
cessor design  and  development.  In  fact,  Intel 
introduced  the  very  first  microprocessor  So  with 
Intel  inside,  you  know  you've  got  unquestioned 
compatibility  and  unparalleled  quality  And  you'll 


know  you're  getting  the  very  best  PC  technology 

So  look  for  the  Intel  Inside  symbol  on  ads  for 
leading  PCs.  Or  call  800-548-4725  for  more  informa- 
tion. It'll  show  you 've  got  an  eye  for  spotting  the  best. 

The  Computer  Inside.™ 


Intel386,  Intel486  and  the  Intel  Inside  logo  are  tradetnarks  of  Intel  Corporation.  All  rights  reserved.  ©1991  Intel  Corporation 
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low  BRADY  IS  COOLING 
PUSH'S  TAX-CUT  FEVER 


rreasury  Secretary  Nicholas  F.  Brady  had  barely  wrapped 
up  an  exhausting  international  economic  meeting  in 
Bangkok  when  he  received  troubling  news.  While  he  was 
erseas,  Republican  conservatives  persuaded  a  jittery  Presi- 
nt  Bush  to  propose  a  tax-cut  package  to  stimulate  the  ane- 
ic  recovery — and  to  push  for  passage  as  quickly  as  possible. 
As  soon  as  he  returned  to  Washington,  Brady  mounted  a 
unterattack.  As  a  result,  chances  are  that  any  tax  action  will 
I  deferred  until  1992.  And  the  episode  showed  once  again 
at  when  Bush  advisers  fight  the  President's  trusted  old 
iend,  Nick  Brady  is  likely  to  have  the  last  word. 
The  turnabout  was  remarkable.  As  recently  as  Oct.  21, 
ish  aides  vowed  to  unveil  a  stimula- 
te tax  proposal  within  days.  By 
;t.  25.  however,  the  President  was 
unding  more  cautious.  At  a  press 
nference,  he  cast  doubt  on  Con- 
■ess'  ability  to  pass  a  cut  that 
Duldn't  bust  the  budget.  "Deficits 
atter,"  he  declared.  "I  don't  want  to 
it  caught  up  again  in  some  meat 
■inder  on  taxes." 

lY  ALLIES.  The  statement  reflected 
•ady's  view  that  a  hastily  assembled 
x  cut  was  politically  dangerous  and 
3uld  do  little  to  boost  an  economy 
at  he  believes  is  recovering.  Bra- 
''s  argument:  Bush's  insistence  that 
ly  tax  deal  include  a  cut  in  capital- 
lins  rates  would  expose  him  to  an- 
her  Democratic  assault  over  "fair- 
iss."  And  the  rush  to  pare  taxes 
uld  set  off  a  bidding  war  that 
3uld  destroy  last  year's  budget 
;reement  and  remove  the  last  thread  of  fiscal  discipline. 
How  did  Brady  do  it?  His  challenge  was  to  counter  a  group 
politically  oriented  officials  who  had  won  Bush's  ear  with 
eir  argument  that  the  economy  was  far  weaker  than  the 
•esident's  economic  advisers  had  depicted.  The  group  includ- 
!  Housing  Secretary  Jack  F.  Kemp,  Vice-President  Dan 
jayle,  and  Commerce  Secretary  Robert  A.  Mosbacher. 
Brady  moved  to  buy  time.  Chief  of  Staff  John  H.  Sununu 
id  Budget  Director  Richard  G.  Darman  had  expressed  doubts 
tout  reopening  the  budget  deal,  but  they  kept  a  low  profile 
hile  the  internal  battle  raged.  Brady  found  key  allies  in 
)uncil  of  Economic  Advisers  Chairman  Michael  J.  Boskin  and 
p  domestic  policy  adviser  Roger  B.  Porter,  who  agreed  that 
tax  cut  could  make  a  sick  economy  sicker. 
This  argument  got  a  major  boost  when  the  bond  markets 
acted  to  the  tax  frenzy  by  sending  long-term  interest  rates 
).  Higher  rates,  Brady  insisted,  would  hurt  the  economy 
ore  than  a  tax  cut  would  help.  "That  did  it,"  says  one  White 
ouse  aide.  "The  bond  markets  made  Bush  very  nervous." 
Brady  used  his  ties  to  Senate  GOP  moderates  to  build  a 
ickfire.  He  worked  with  Minority  Leader  Bob  Dole  (Kan.) 
id  senior  Budget  Committee  Republican  Pete  V.  Domenici 
\.  M.)  to  convince  the  President  that  Republicans  were  far 
om  united  on  the  need  for  emergency  action.  "That  gave 
rady  the  support  he  needed,"  says  one  Brady  ally. 


As  the  White  House  applied  the  brakes,  the  Hill's  conserva- 
tive consensus  began  to  splinter.  At  an  Oct.  23  meeting  on  the 
Hill,  Brady  challenged  the  pro-tax-cut  faction  to  show  that 
they  had  the  discipline  to  help  Bush  hold  the  line  against  a 
package  that  included  a  tax  increase  on  the  rich.  The  assur- 
ances weren't  forthcoming.  Senator  Phil  Gramm  (R-Tex.),  who 
earlier  had  allied  himself  with  House  GOP  supply  siders,  began 
to  have  his  own  doubts.  "The  Democrats  have  the  numbers, 
they  have  control,"  he  concedes. 

Brady  didn't  rely  just  on  Republicans.  House  Ways  &  Means 
Committee  Chairman  Dan  Rostenkowski  (D-Ill.)  was  being 
pressed  by  his  party's  leadership  to  act  quickly  on  tax  relief 
for  the  middle  class.  The  Treasury 
Secretary  urged  Rostenkowski  to 
stand  firm. 

Although  the  Administration  is 
backing  away  from  a  quick  tax  cut, 
Bush  is  not  about  to  yield  the  eco- 
nomic policy  field  to  the  Democrats. 
With  labor  markets  still  hurting, 
Bush  is  tired  of  getting  beat  up  over 
his  refusal  to  provide  extended  unem- 
ployment payments.  So  the  Adminis- 
tration is  negotiating  a  compromise 
with  Democrats  that  would  give  re- 
lief to  the  long-term  jobless. 
FALL  PREVIEW?  After  toying  with  the 
idea  of  a  fiscal  fix,  the  President  has 
returned  to  Brady's  contention  that 
monetary  policy  is  the  only  effective 
weapon  against  a  sluggish  economy. 
With  inflation  almost  invisible,  the 
Federal  Reserve  is  starting  to  push 
interest  rates  lower.  But  if  Chairman 
Alan  Greenspan  doesn't  move  aggressively,  he  can  expect  a 
barrage  of  criticism  from  the  Administration.  And  the  White 
House,  realizing  that  no  one  ever  lost  an  election  railing 
against  banks,  is  prepared  to  turn  up  the  heat  on  bankers  who 
are  reluctant  to  lend. 

Despite  all  the  twists  and  turns,  tax-cut  fever  will  return. 
The  October  debate,  says  a  senior  GOP  Senate  staffer,  "is  just 
a  fall  teaser  for  the  big  event  in  the  spring."  Bush  will  propose 
"growth-oriented"  tax  cuts  in  his  fiscal  1993  budget.  The  Dem- 
ocrats will  counter  with  a  fresh  push  for  middle-class  relief. 

But  the  gulf  may  not  be  all  that  wide.  White  House  officials 
privately  say  they  can  work  with  a  proposal  offered  by  Senate 
Finance  Committee  Chairman  Lloyd  Bentsen  (D-Tex.).  Bentsen 
would  create  a  new  $300-per-child  tax  credit  and  expand  the 
tax  break  for  individual  retirement  accounts.  To  make  up  for 
lost  revenue,  he  would  cut  defense  spending  an  additional  o'a  a 
year.  Bush  will  insist  on  a  capital-gains  cut,  and  Democratic 
moderates  are  inclined  to  go  along.  The  sticking  point  is  likely 
to  be  Democrats'  calls  for  a  tax  hike  on  the  rich. 

There's  nothing  to  keep  Bush,  who  has  already  hit  the 
economic  panic  button  once,  from  having  another  anxiety  at- 
tack. But  with  Congress  getting  ready  to  quit  for  the  year, 
action  is  unlikely.  By  slowing  the  drive  for  a  1991  tax  cut, 
Brady  may  have  saved  the  President  from  a  costly  mistake. 

By  Douglas  Harbrechf  and  Howard  Gleckman 


HINGTON  OUTLOOK 
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For  an  official  few,  0( 
was  historic.  But  for  i  (if 
Asians,  it  was  a  bu^P"^* 
day  like  any  other.  In 
Kong,  manager  Stanle; 
took  his  usual  hydi 
commute  up  the  Pearl 
to  Communist  China,  v 
he  supervises  a  factory 
ing  Victoria's  Secret  hngerie  for  Ame 
women.  Somewhere  off  the  coast  of 
Korea,  a  freighter  loaded  with  South  K( 
rice  bound  for  hungry  families  in  the  1  P^' 
was  preparing  to  make  a  precedent-s( 
delivery.  If  you  happened  to  be  in  the  cs 
the  Saigon  Floating  Hotel  that  morning 
would  have  noticed  former  Vietnamese 
gees,  now  U.  S.  citizens,  trying  to  cut 
with  officials  of  Communist  Vietnam 
croissants  and  coffee. 

Far  removed  from  these  ordinary  live  gnon 
ficial  history  was  also  being  made  that  jj^ui] 
The  Cambodian  war  came  to  a  close 
North  and  South  Korean  Premiers  agrei  ^-t]r,^ 
an  agenda  for  talks  to  end  40  years  of  I 
ity.  And  U.  S.  Secretary  of  State  Jam< 
Baker  III  said  the  U.  S.,  the  last  major 
out,  would  start  talks  on  restoring  diplo 
relations  with  Vietnam.  Yet  for  sophisti 
Asians  following  events  in  their  region,  ip 
political  changes  seem  more  like  diplc 
catching  up  with  reality  than  governr 
leading  them  to  a  new  era. 

It  has  been  that  way  for  some  time, 
visitors  from  Hong  Kong  had  to  cross 
crepit  white  wooden  railway  bridge  and 
a  grim-faced  guard  wearing  a  Mao  bad 
get  to  China.  Now,  thousands  of  comm 
just  flash  a  plastic  ID  card  and  pass  throi 
turnstile.  In  sleepy  Kaesong,  a  North  K(  lOlAI! 
village  near  the  military  zone,  where  10- 
olds  play  ball  in  the  street,  it's  concei 
that  in  a  decade  from  now  roads,  hotels|ji; 
a  tourist  center  will  bustle  with  the 
energy  as  South  China. 
JAPANESE  MANDATE.  There  has  been  no 
as  dramatic  as  the  fall  of  the  Berlin  Wal 
Asia's  map  is  quietly  realigning  just  as  s 
icantly  as  Europe's.  The  difference  is 
while  Europe  and  North  America  stri 
with  economic  hard  times,  Asia  is  prep  ion  to 
for  its  next  economic  leap,  fueled  by  t 
investment,  and  technology  links  amonj  lis  for 
Asians  themselves.  After  decades  an^ti 
deed,  centuries  of  depending  on  Amerii 
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Some  worry  that  a  new  Japanese  "Co- 
rity  Sphere"  will  lead  to  a  stranglehold 
planet's  most  dynamic  continent.  At 
me  time,  several  other  Asian  power- 
,  ranging  from  China  to  Taiwan  to  Sin- 
,  are  engaged  in  major  arms  buildups, 
/er,  China,  Hong  Kong,  Indonesia, 
and  South  Korea,  and  the  Philippines 
^  tricky  political  transitions, 
k  waves  can  already  be  felt  as  Wash- 
redefines  its  role  in  the  region.  The 
Lmerican  emphasis  on  economic  over 
;ical  struggle  is  sparking  fresh  ten- 
between  Beijing  and  Washington, 
;ning  to  unravel  a  diplomatic  relation- 
nly  12  years  old.  And  U.  S.  relations 
ipan,  another  pillar  of  America's  Asian 
presence,  are  enter- 
ing a  more  candid 
phase.  President 
Bush  will  take  a 
swing  through  Asia 
in  late  November. 
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[lies  will  flourish 
nerce  triumphs  . 
oology  Page  56  ^ut  that  is  unlikely 
to  make  up  for  years 
of  neglecting  the  re- 
gion, or  prevent  big 
shifts  in  U.  S.  rela- 
tions with  these  two 
Asian  giants. 

At  the  same  time, 
there's  a  price  for 
success.  All  the  social 
traumas  that  were 
once  believed  endem- 
ic only  to  the  West 
are  now  hitting  Asia. 
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Page  64  r^^^  p^^^^  Tigers- 
Hong  Kong,  South 
Korea,  Singapore, 
Taiwan — all  face  big 
internal  challenges. 
So  do  the  six  nations 
of  Southeast  Asia, 
which  are  in  the  early 
stages  of  transform- 
ing themselves  from 
labor  havens  to  industrialized  nations. 
'  all  have  been  able  to  achieve  double- 
jrowth  for  decades  while  paying  scant 
on  to  problems  now  demanding  treat- 
infrastructure  limits,  labor  shortages, 
ds  for  greater  political  freedom,  envi- 
ntal  destruction,  urban  congestion,  and 
he  spread  of  drug  addiction  and  AIDS, 
ms  have  no  doubts,  though,  that  they 
)t  only  be  able  to  cope  but  move  ahead, 
arrent  slower  regional  econom.y,  down 
;he  double  digits  to  the  5%-to-7%  range, 
ctually  be  healthy:  It  buys  time  to  pre- 
'or  more  balanced  growth.  Typical  of 
confidence  is  Hong  Kong's  Anil  Tha- 
'Every  morning  when  Asians  wake  up, 
ave  another  dollar  to  spend,"  says  Tha- 
a  founding  partner  in  venture  capital 
,ny  Arral  &  Partners  (Asia)  Ltd. 
entirely  possible,  says  George  Bader,  a 
Kong-based  consultant,  that  Asia's  to- 
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tal  gross  domestic  product,  excluding 
Japan,  will  be  around  $5.1  trillion  by 
2000,  rivaling  that  of  the  European 
Community  and  almost  equal  to  that  of 
the  U.  S. 

The  key  reason  why  that  may  happen 
is  the  pragmatism  Asians  are  showing 
in  knocking  down  ideological  barriei's. 
The  emerging  Asia  is  best  viewed  as  a 
collection  of  dynamic  regional  group- 
ings. In  each  of  these  "growth  zones," 
Asians  are  pooling  their  capital,  labor, 
manufacturing,  raw  materials,  and  oth- 
er crucial  ingredients  in  ways  that  were 
once  taboo.  This  is  helping  ease  trans- 
portation bottlenecks,  hold  down  labor 
costs,  and  provide  new  sources  of  raw 
materials. 


ate  coastline.  President  Enterprises 
Corp.,  the  Taiwanese  company  that  re- 
cently bought  out  the  U.  S.  makers  of 
Girl  Scout  cookies,  plans  a  $5  million 
ketchup-making  joint  venture  in  China's 
remote  Xinjiang  province.  The  company 
says  production  of  animal  feed,  dairy 
products,  edible  oils,  flour,  and  soft 
drinks  will  follow. 

PERFECT  MARRIAGE?  Predominantly  Chi- 
nese Singapore  is  also  forging  alliances 
with  its  suspicious  neighbors.  This  is- 
land nation  has  long  been  deeply  mis- 
trusted in  both  Malaysia  and  Indonesia, 
which  are  predominantly  Malay.  Only  a 
decade  ago,  driving  across  the  bridge 
from  Singapore  to  Malaysia  was  like 
passing  from  the  direct-dial  era  to  the 


The  most  inevitable  cluster  is  Greater 
China  (map).  Even  though  Beijing's 
Communists  and  Taipei's  Nationalists 
are  still  sworn  enemies,  the  linkage  of 
China's  land,  labor,  and  production  to 
Taiwan's  technology  and  capital  is  al- 
ready a  reality  in  Fujian  Province. 
Throw  in  Hong  Kong's  services  and  it's 
easy  to  see  why  Greater  China's  eco- 
nomic output  is  expected  to  equal 
France's  by  2000. 

In  southern  China,  Marxism  is  irrele- 
vant to  daily  life.  "Communists  in  our 
factory?"  says  Ho  of  Victoria's  Secret, 
laughing  at  the  suggestion  that  his 
weekly  commute  crosses  any  political 
barrier.  "We  converted  our  meeting 
hall  that  used  to  be  for  party  meetings 
into  a  room  for  live  lingerie  fashion 
shows." 

Despite  Taiwanese  laws  banning  di- 
rect links  with  China,  some  2,500  Tai- 
wan companies  have  managed  to  invest 
$3  billion  in  China  since  1986  through 
third-party  channels.  The  Taiwanese 
are  moving  far  beyond  China's  immedi- 


plantation  days  of  curry  and  gin.  But 
today,  Singapore's  new  growth  zone 
links  the  city-state's  service  industries 
to  an  industrial  park  encompassing  the 
southern  Malaysian  state  of  Johor  and 
Indonesia's  Batam  Island,  13  miles 
south  of  Singapore.  The  marriage 
makes  perfect  sense:  Singapore  has  an 
abundance  of  money  but  a  shortage  of 
labor,  while  Indonesia  and  Malaysia 
have  the  opposite  problem. 

Other  Asian  growth  zones  are  still 
taking  shape.  Asians  with  money  and 
technology  are  vying  to  stake  out  Viet- 
nam, with  its  65  million  citizens,  both  as 
a  potential  market  and  as  a  new  source 
of  labor.  Thai  politicians  boast  that  the 
emerging  Greater  Indochina,  including 
Cambodia  and  Laos,  is  their  "baby."  Al- 
though the  Thais  are  big  traders,  they 
rank  only  13th  among  investors  in  Viet- 
nam, providing  less  than  2%  of  the  to- 
tal. They  are  outstripped  by  Taiwan, 
Hong  Kong,  and  Singapore.  And  Singa- 
pore is  determined  to  compete  with 
Bangkok  to  be  the  hub  of  Greater  Indo- 


china. Whoever  wins,  it's  clear  the  nei 


linkages  across  once-inviolable  border 
will  prove  a  potent  generator  of  Asia 
wealth. 

It's  only  a  matter  of  time  before  th 
same  thing  occurs  on  the  Korean  penir 
sula.  Outperformed  by  the  vibrant  ecor 
omy  of  the  South  and  largely  abar 
doned  by  Moscow,  the  North  is  force' 
,  to  reach  out  to  South  Korea,  Japan,  ani 
other  staunchly  capitalist  nations 
survive  economically.  The  force 
South  Korea's  economy  and  its  succes 
in  nurturing  relations  with  both  Chin;  vi 
and  the  Soviet  Union  have  left  an  isolal 
ed  North  Korea  no  other  alternative 

On  their  sensitive  border  with  Chin; 
and  the  Soviet  Union,  the  North  Korc 
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Soviet  military  citie; 
such  as  Vladivostok  and  Nakhodka  an  inomie 
suddenly  open,  serving  as  gateways  foi 
South  Korean  joint  ventures  and  Japa  mam 
nese  investments 

These  new  growth  zones  aren't  thejiij 
only  reason  for  Asian  confidence.  It' 
also  clear  that  growth  can  be  sustainecjiiii 
because  Asians  have  reached  a  critical 
mass  in  financial  power.  That  can  b( 
seen  in  the  billions  a  year  that  Asia' 
middle  class  plunks  down  for  every 
thing  from  Procter  &  Gamble  Co.' 
Pampers  to  the  Ninja  Turtle  Talkin 
Toothbrush.  The  toothbrush,  produce^ 
by  Singaporean  licensing  agent  Wilfre^ 
Koh  of  Megacept  Consultants,  say: 
"Hey,  dudes"  in  Malay,  reflectin 
Asia's  demands  that  Western  product: 
be  adapted  to  their  tastes.  "'The  kid; 
are  getting  smarter,  and  the  paren 
just  spend  more,"  says  Koh. 

Asian  confidence  can  be  seen  in  th 
surge  of  investments  that  the  Asian; 
are  making  in  themselves.  It  can  be] 
seen  in  the  rise  of  intraregional  flows] 
of  capital,  which  far  eclipse  new  invest- 
ments from  the  U.  S.  In  short,  thel 
Asians  believe  they  have  the  resources 
to  continue  their  growth  march,  even  ifl 
the  Europeans  and  North  Americans  \ 
turn  inward 

Take  infrastructural  spending.  Att 
least  $500  billion  is  earmarked  for  pub- 
lic works  and  capital  improvements — all 
outside  of  Japan  and  only  for  programs 
already  planned.  With  the  push  to  raise  t7^ 
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njr  standards,  some  expect  s})endiiig 
1  hit  $1  trillion  by  the  next  century, 
iwan,  Indonesia,  Thailand,  and  Hong 
ng  all  have  recently  announced  ambi- 
us  development  programs.  In  Tai- 
n,  which  will  spend  $300  billion  over 
i  next  six  years,  American  companies 
!  competing  with  the  Japanese  and 
!  equally  aggressive  French.  And 
ng  Kong  has  finally  won  approval 
m  Beijing  for  a  new  $16  billion 
port. 

rhe  area  is  promising  to  be  not  only 
luge  source  of  capital  for  itself  but 
important  source  of  capital  for  the 
t  of  the  world.  "The  only  region  like- 
to  be  a  net  supplier  of  funds  to  glob- 
financial  markets  will  be  Asia  in  the 
■iod  ahead,"  says  U.  S.  Ambassador 
Japan  Michael  H.  Armacost.  While 
ch  of  the  cash  originates  in  Japan, 
;rseas  Chinese  networks  are  flush 
,h  investment  funds,  too.  Asia's  fi- 
icial  markets,  still  immature,  can 
•ely  keep  pace  with  the  flow  of  cash. 
3  pool  of  venture  capital  in  Asia 
re  than  doubled,  to  $20  billion,  this 
ir  from  last. 

MK  BASHING.  These  growth  dynamics 
y  be  more  important  than  recent 
Is  for  a  formal  economic  club.  Malay- 
n  Prime  Minister  Seri  Mahathir  Mo- 
Tiad  is  urging  East  Asian  countries 
formally  integrate  their  disparate 
momies.  This  East  Asia  Economic 
acus  would  include  still-struggling 
!tnam  and  North  Korea  as  well  as 
)nomic  superpower  Japan — but 
uld  exclude  the  U.  S.  Boosting  his 
demark  anti-American  rhetoric,  Ma- 
;hir  says  Asia  needs  such  a  group  to 
e  it  greater  clout  in  dealing  with 
lericans  determined  to  restrain 
ia's  economic  emergence, 
t  does  not  look  as  if  the  proposal  will 


fly  anytime  soon.  Even  Mahathir's  fel- 
low Southeast  Asians  are  not  sold  on 
the  notion.  The  Association  of  South 
East  Asian  Nations  (ASEAN)  recently  en- 
dorsed the  establishment  of  a  free-trade 
area  within  15  years,  but  it  is  wary  of 
going  further. 

Nor  are  other  grand  proposals  for 
charting  Asia's  future  likely  to  sudden- 
ly create  an  Asian  version  of  the  Euro- 
pean Community. 
The  Australian-pro- 
pelled Asia  Pacific 
Economic  Coopera- 
tion group  has  no 
clear  agenda  and  is 
too  sprawling — 
stretching  from 
Canada  and  the 
U.  S.  through  South 
Korea,  Japan,  ami 
the  ASEAN  nations  tn 
Australia  and  New 
Zealand.  "The  trou 
ble  is,  each  economy  lias  as  own  long- 
term  vision,"  says  Dorodjatun  Kunt- 
joro-Jakti,  an  economist  with  the 
University  in  Jakarta.  "First,  we  need 
to  merge  visions.  Then,  we  can  begin  to 
talk  about  merging  economies." 

But  the  absence  of  a  common  vision 
won't  make  the  slightest  dent  in  under- 
lying Asian  growth.  A  greater  hurdle 
will  be  to  offset  the  excesses  of  un- 
trammeled  expansion.  The  coming  de- 
cade will,  for  example,  see  environmen- 
tal concerns  become  a  hot  issue.  Taiwan 
alone  is  planning  to  spend  $33  billion 
for  environmental  protection  and  clean- 
up. In  a  landmark  case,  environmental- 
ist groups  forced  Formosa  Plastics  to 
delay  a  new  naphtha  cracker  project  for 
years.  Throughout  the  region,  at  least 
20  urban  areas  have  grown  into  what 
the  World  Bank  calls  "megacities"  of 


more  than  4  million  people  gagging  on 
unplanned  growth.  Their  choking  pollu- 
tion and  monster  traffic  jams  will  de- 
mand a  remedy.  Even  in  Asia,  a  Green 
movement  is  now  under  way. 

Asians  also  will  be  pressing  for 
greater  political  expression.  For  de- 
cades, they  accepted  the  premise  that 
"democracy  slows  growth."  Now,  they 
will  inevitably  demand  more  freedoms. 

THAILAND:  AN 
EMERGING 
CONSUMER 
OCIETY 


It's  unlikely,  for  ex- 
ample, that  Singa- 
pore's government 
can  forever  continue 
Its  heavy-haiK.led  policies  on  compulsory 
savings,  population  growth,  and  wage 
controls  unchecked  by  popular  opinion. 
SKILLS  NEEDED.  A  big  question  remains: 
Can  Asians  make  the  full  leap  to  the 
standard  of  industrialization  that  the 
West  and  Japan  have  achieved?  One 
barrier  could  prove  to  be  technology. 
Taiwan,  Singapore,  and  South  Korea — 
Japan's  most  technologically  advanced 
Asian  rivals — are  still  dependent  on  the 
West  and  Japan  for  cutting-edge  tech- 
nology. Another  limitation  is  human: 
After  concentrating  on  cheap  labor  for 
so  long,  the  Asians  find  they  lack  the 
skilled  engineering  and  technical  talent 
to  make  the  leap. 

Growth  won't  be  even  across  the 
board,  nor  will  every  Asian  see  a  rise  in 
income.  Poverty  won't  disappear.  There 
are  many  tensions,  between  rich  and 

HONG  KONG:  THESE  P^o*"'  between  Chi- 
nese and  Malays,  be- 
tween Japanese  and 
Koreans,  that  clear- 
ly remain. 

But  on  balance, 
the  next  decade 
shapes  up  to  be  one 
of  exceptional  prom- 
ise for  all  of  East 
Asia.  There  is  a  uni- 
versal desire  among 
I  Asians  to  stand  on 

their  own  feet  mili- 
tarily and  economically,  and  some  have 
a  fair  shot  at  peacefully  revolutionizing 
their  politics  as  well.  Across  the  board, 
a  growing  sense  of  confidence,  indeed 
nationalism,  is  palpable.  To  put  it  blunt- 
ly, Asia  is  no  longer  dependent  on 
America,  and,  while  friendly,  it  will  in- 
creasingly operate  by  its  own  Asian 
standard. 

By  Dinah  Lee  in  Hong  Kong,  with 
bureau  reports 
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THE  CHINESE  DEALMAKERS 
OF  SOUTHEAST  ASIA 
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A  tight  network  of  ty  '  k  .ns  is  on  an  investment  binge  that  could  help  integrate  the  region's  economic  * 


ROBERT  KUOK'S  SHANGRI-LA  HOTEL  IN  HONG  KONG:  ETHNIC  CHINESE  INVESTORS  ARE  SPENDING  BILLIONS  IN  THEIR  OWN  BACKYARDS 


The  general  public 
rarely  gets  a  glimpse 
of  Robert  Kuok.  He  re- 
fuses to  be  photo- 
graphed and  never 
gives  interviews.  But 
behind  the  scenes, 
Kuok  is  anything  but  a 
recluse.  He's  a  crisply 
dressed,  impeccably  mannered  magnate 
who  knows  his  vintage  European  wines 
as  well  as  his  bird's  nest  soup.  The  con- 
summate Chinese  networker,  he  is  con- 
stantly hosting  Asia's  power  brokers 
and  cutting  megadeals  from  Bangkok  to 
Beijing  over  dinner  and  a  handshake. 

Yet  for  all  his  renown  in  Asia,  Robert 
Kuok's  name  means  little  in  the  West. 


Equally  obscure  are  Southeast  Asia's 
other  ethnic  Chinese  empire-builders, 
such  as  Thai  agribusiness  magnate 
Dhanin  Chiaravanont  or  Indonesian  fi- 
nancial, cement,  and  real  estate  power- 
house Liem  Sioe  Liong. 
'VERY  FERTILE.'  For  good  reason.  While 
the  Japanese  may  push  ahead  with 
splashy  grabs  at  U.  S.  assets,  the  Chi- 
nese kingpins  of  Asia  are  content  to 
quietly  spend  their  billions  in  their  own 
backyards.  In  the  past  eight  years,  for 
example,  Kuok's  Shangri-La  Interna- 
tional Ltd.  has  built  14  posh  hotels  in 
Asian  cities  from  Singapore  to  Hang- 
zhou,  China,  with  six  more  going  up  by 
1993.  "To  the  Kuok  Group,  Asia  is  a 
very  fertile  and  open  market,"  says 


Randolph  P.  Guthrie,  Shangri-La's  mar 
aging  director.  "We  like  what's  happer 
ing  in  our  pond." 

Growth  in  that  pond  is  progressing  a 
a  healthy  clip,  and  Kuok  isn't  the  onl 
one  splashing  around.  From  timber  bai 
ons  in  Indonesia  to  shoemakers  in  Ta; 
wan,  Asians  of  Chinese  ancestry  ar 
seizing  opportunities  in  neighborinj 
countries.  Even  though  the  six  goverr 
m.ents  of  the  Association  of  South  Eas 
Asian  Nations  have  made  scant  pro 
gress  in  creating  a  formal  economi 
grouping  to  compete  with  Europe  anc 
North  America,  the  ethnic  Chinese  net 
work  of  deals  and  alliances  is  tugging 
the  region's  disparate  economies  close: 
together.  That's  one  reason  intra-region 
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I  trade  is  surging  (chart,  page  62). 
At  the  same  time,  there  are  natural 
mits  keeping  the  Chinese  billionaires  in 
outheast  Asia.  Their  businesses  tend  to 
e  tightly  knit  family  affairs  involving 
;al  estate,  light  industry,  tourism,  and 
nancial  services.  They  are  nowhere 
ose  to  having  the  global  clout  of  the 
ipanese  or  the  Koreans,  with  their  gi- 
antic  industrial  groups  dominating  car- 
laking,  computers,  and  electronics. 
Besides,  Asia's  emerging  multination- 
;S  believe  that  home  is  where  the  ae- 
on is.  Last  year,  trade  within  Asia  sur- 
passed the  region's 
trade  with  the  U.  S. 
for  the  first  time. 
These  new  tigers  are 
picking  up  where  the 
Japanese  left  off  in 
1990  after  a  four- 
year  investment 
binge  that  poured 
$14  billion  into 
Southeast  Asia.  To- 
day, Hong  Kong  and 
Taiwan  together  far 
outinvest  Japan  in 
Indonesia,  Malaysia, 
and  the  Philippines. 
Meanwhile,  money 
from  Southeast  Asia 
flows  northward 
into  China  and  Hong 
Kong,  the  center  of 
Chinese  capitalism. 
Much  of  that  capi- 
il  is  passing  through  a  private  network 
F  ethnic  Chinese  capitalists.  Money  cen- 
!rs  such  as  Hong  Kong,  Taipei,  and 
ingapore  are  overwhelmingly  Chinese. 
1  neighboring  countries,  ethnic  Chinese 
ield  astounding  control  over  the  pri- 
ite  sector  despite  being  a  distinct  mi- 
arity.  Only  3%  of  Indonesia's  182  mil- 
an  citizens  are  of  Chinese  descent.  But 
ley  account  for  an  estimated  lO'/c  of 
)rporate  assets.  While  127^  of  Thais 
ave  Chinese  roots,  the  group  accounts 
)r  907  of  investment.  If  the  40  million 
hinese  of  Southeast  Asia  were  consid- 
^ed  a  single  economy,  calculates  Uni- 
2rsity  of  Hong  Kong  management  pro- 
issor  S.  Gordon  Redding,  they  would 
ave  a  gross  domestic  product  of  $200 
illion. 

INO  BLOC.  The  concentration  of  so 
luch  wealth  in  so  few  hands  has  long 
een  a  sore  point  in  a  region  where 
lany  still  eke  out  livings  on  as  little  as 
200  annually.  But  increasingly,  ana- 
'sts  see  the  ethnic  Chinese  network  as 

strategic  asset  for  East  Asia's  eco- 
omic  development.  "In  10  years,  you 
ill  see  Asian  economies  linking 
irough  the  Chinese,"  says  Ibrahim  Ris- 
id,  chairman  of  Indonesian  tire  cord 
laker  P.  T.  Branta  Mulia. 

Chinese  big  wheels  such  as  Kuok  al- 
3ady  traverse  the  region  as  if  it  were 
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one  big  Sino  Bloc.  In  addition  to  his 
Shangri-La  hotels,  Kuok  owns  34.57  of 
Hong  Kong's  dominant  television  sta- 
tion and  is  building  everything  from  a 
massive  shopping  complex  in  Manila  to 
a  causeway  linking  Singapore  to  Malay- 
sia. He  is  also  cultivating  deep  ties  with 
Communist  leaders  in  Beijing,  who  are 
counting  on  Chinese  capitalists  to  fi- 
nance pet  projects.  In  May,  Kuok  joined 
forces  with  Beijing-controlled  China  In- 
ternational Trust  &  Investment  Corp.  to 
form  a  Hong  Kong  corporate-takeover 
vehicle.  It  should  greatly  enhance  his 
role  as  a  top  mandarin  after  China  as- 
sumes control  of  the  enclave  in  1997. 

Kuok  has  gained  much  of  his  clout — 
along  with  a  personal  fortune  estimated 


THAILAND'S  at     $2  billion- 

through  extensive, 
DHANIN:  AIMING       informal  contacts.  In 
a  culture  in  which 
TO  CREATE  A  personal  loyalty  is 

paramount,  such 
JAPANESE-STYLE        networks  are  nur- 
tured through  clan 
INDUSTRIAL  GROUP    ties,  years  of  social- 
izing,    and  favor- 
*  granting  to  powerful 

politicians.  Unlike 
Western  corporations,  says  University 
of  Hong  Kong's  Redding,  Chinese  busi- 
nesses more  resemble  a  set  of  alliances. 
"The  broader  the  network  you  have,"  he 
says,  "the  more  power  you've  got." 

It  does  help  to  have  friends.  When 
Kuok  builds  a  new  Shangri-La  hotel  in 
the  region,  rich  pals  such  as  Indonesia's 
Liem,  Malaysia's  Vincent  Tan,  Bangkok 
Bank  Ltd.  Chairman  Chatri  Sophonpan- 
ich,  and  even  Beijing-controlled  compa- 
nies in  Hong  Kong  may  chip  in  up  to 
half  of  total  equity. 

CLOSE  TIES.  Even  the  Singapore  govern- 
ment tapped  the  network  when  it  want- 
ed to  raise  $460  million  in  1988  to  build 
Suntec  City,  a  showcase  office  and  con- 
vention center.  Among  Suntec's  major 
investors  are  a  dozen  of  Hong  Kong's 
richest  men,  including  Li  Ka-Shing,  head 
of  the  Hutchison  Whampoa  empire,  me- 
dia mogul  Sir  Run  Run  Shaw,  and  prop- 
erty barons  Lee  Shau-kee  and  Cheng 
Yu-Tung.  "We  got  it  all  arranged  in  one 
week,"  says  Robert  Wong,  chairman  of 
United  IBV  Ltd.,  an  investment  bank 
that  put  the  deal  together. 

The  value  of  solid  relationships  goes 
far  beyond  getting  the  inside  track  on 
property  bargains.  Some  tycoons,  such 
as  Thailand's  Dhanin,  are  aiming  to  cre- 
ate the  regional  version  of  a  diversified 
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Japanese  keiretsu, 
or  industrial  group. 
Already  a  giant  in 
poultry  production, 
Dhanin's  Charoen 
Pokphand  Group  as- 
pires to  be  a  major 
regional  player  in 
packaged  foods,  pet- 
rochemicals, and 
I  prawn  production. 

Founded  62  years 
ago  by  immigrants  from  China,  the 
group  dominates  Thailand's  feed  and 
poultry  industry  with  a  remarkably  inte- 
grated operation.  The  company  supplies 
feed,  chicks,  and  equipment  to  more 
than  10,000  Thai  farmers.  After  43  days, 
the  chicks  are  picked  up  for  packaging 
as  full-grown  broilers.  One  of  the  larg- 
est poultry  exporters  to  Japan,  with 
$200  million  in  annual  sales,  it  wants  to 
boost  exports  to  $1  billion  in  five  years. 

Charoen  Pokphand  officials  believe 
their  willingness  to  do  business  Chinese- 
style  is  a  factor  in  CP's  success  on  the 
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Chinese  mainland.  It  lias  feed  and  chick- 
en operations  in  15  provinces,  all  highly 
profitable.  "Many  Americans  try  to 
squeeze  every  last  drop  of  profit  out  of 
a  contract,"  says  Anthony  Asvaintra, 
executive  vice-president  of  CP's  Hong 
Kong-based  holding  company.  Dhanin's 
approach:  CP  puts  up  all  capital  but 
gives  Chinese  partners  157'  of  profits. 
That  is  paying  off.  When  China's  big- 
gest motorcycle  plant  wanted  a  foreign 
partner,  it  approached  ci'  rather  than 
the  Japanese.  "They  just  felt  a  lot  more 
comfortable  with  us,"  says  Asvaintra. 


sian  island  about  15  miles  off  Singapore, 
which  is  a  special  export  zone  jointly 
developed  by  Indonesia  and  Singapore. 
Industry  from  Singapore  is  now  flowing 
to  Batam.  As  a  related  plum,  Liem  will 
develop  a  potentially  more  lucrative 
deal — a  $3.5  billion  'tourism  complex  on 
nearby  Bintan  Island. 

Similarly,  Hong  Kong's  Gordon  Y.  S. 
Wu,  is  helping  link  China  with  the  out- 
side world.  In  March,  Wu's  Hopewell 
Holdings  Ltd.  defied  skeptics  by  arrang- 
ing an  $800  million  loan  for  a  76-mile 
turnpike  he  is  building  from  Hong  Kong 
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In  Indonesia.  Liem  is  building  his  re- 
gional empire  both  through  plain  ojjpor- 
tunism  and  by  snaring  pet  government 
projects.  So  far,  the  strategy  has 
worked  well  for  the  patriarch  of  the  $8 
billion  Saliin  Group.  After  leaving  Fu- 
jian  in  Liem  grew  wealthy  in  the 

1940s  as  the  main  supplier  for  anti- 
Dutch  troops  commanded  by  Suharto. 
After  Suharto  rose  to  power  in  1966, 
Liem  parlayed  his  connections  into  gen- 
erous bank  financing  and  lucrative  trad- 
ing concessions.  The  group  now  controls 
Indonesia's  largest  banking,  cement, 
and  flour  concerns  and  is  a  heavyweight 
in  chemicals  and  property  development, 
often  in  partnership  with  Suharto's 
sons. 

BIG  PlANS.  Liem's  aml)itions  started 
outgrowing  Indonesia  in  1982,  when  he 
founded  Hong  Kong-based  First  Pacific 
Co.,  which  has  since  accumulated  75 
companies  in  24  countries.  Most  are  in 
Asia,  including  banks  in  Hong  Kong, 
soap  manufacturing  in  the  Philippines, 
and  Malaysian  drugstores.  Assets  have 
tripled,  to  $1.2  billion,  since  1986. 

In  at  least  one  case,  Liem's  invest- 
ments are  helping  change  the  map  of 
Asia.  He  is  the  lead  developer  of  a  new 
industrial  estate  on  Batam,  an  Indone- 
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to  Guangzhou.  <  Inna.  tliat  will  ilramati- 
cally  improve  access  to  thousands  ot 
factories  in  the  Pearl  River  Delta.  Other 
Hopewell  build-and-transfer  projects  in- 
clude a  proposed  $2  billion  elevated 
mass-transit  line  in  Bangkok  and  power 
plants  in  the  Philippines  and  China.  Wu 
is  part  of  a  consortium  bidding  for  a 
proposed  $1  billion  suspension  bridge  in 
Hong  Kong.  "We  believe  what  we're 
doing  now  is  just  the  tip  of  the  iceberg 
in  this  region,"  Wu  says. 

One  overriding  question  is  whether  all 
this  cross-border  wheeling  and  dealing 
presages  true  Asian  economic  Integra- 
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tion.  In  light  manufacturing,  the  pro' 
cess  is  under  way.  By  investing  $10  bi 
lion  across  the  border,  Hong  Kon^ 
manufacturers  of  everything  from  toy; 
to  cassette  players  already  have  shiftec 
production  to  southern  China.  In  1997 
integration  will  be  formal.  Hundreds  o: 
Taiwanese  companies  are  opening  fac 
tories  in  Fujian  Province,  while  Taiwar 
is  now  the  leading  investor  in  Malaysia 
Indonesia,  and  even  Vietnam,  often  link 
ing  up  with  Fukienese.  "The  real  region 
al  action  is  in  small  and  medium-sizec 
companies,"  says  investment  bankei 
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Victor  K.  Fung 
chairman  of  Pruden 
tial  Asia  Capital  Ltd 
But  size  is  als( 
these  companies 
Achilles'  heel.  Ligh' 
manufacturing  is 
hardly  the  founda 
tion  of  a  21st  centu 
ry  high-tech  power 
I  Intense  regional  ri 

valries  and  compet 
ing  development  goals  mean  it  will  bt 
many  years  before  Asia  is  ready  to  tall< 
seriously  about  formal  economic  union 
Moreover,  despite  al!  their  dealmaking 
Asia's  big  Chinese  tycoons  are  adding 
little  to  the  region's  long-term  industria 
competitiveness  in,  say,  automobiles  oi 
electronics.  "The  tendency  in  this  regior 
still  is  to  trade  assets  and  focus  on  ser 
vices  rather  than  build  manufacturing 
enterprises,"  says  Peregrine  Brokerage 
Corp.  analyst  John  Mulcahy. 
LIMITATIONS.  Moreover,  earlier  forays 
beyond  their  Asian  pond  ran  into  trou 
ble.  In  the  late  1980s,  it  seemed  as  ii 
Chinese  tycoons  were  gearing  up  to  fol 
low  Japan's  lead  into  the  U.  S.  But  somt 
of  the  deals  that  they  did  undertake 
were  regarded  as  flops,  such  as  the  $53^ 
million  takeover  of  Ramada  Inns  by 
Hong  Kong  hotel  giant  New  World  De 
velopment  Co.  and  the  $285  million 
buyout  of  tuna-packager  Bumble  Bee 
by  Thailand's  Unicord  Co.  In  both  cases 
the  Chinese  buyer  overpaid  and  under 
estimated  the  difficulty  of  the  American 
market. 

Many  Asian  companies  concluded 
they  were  better  off  staying  where  they 
know  they  can  make  money,  and  in  in 
dustries  they  understand.  "We  know 
our  limitations,"  says  CP's  Asvaintra 
Wall  Street  investment  banks  keep  ped- 
dling U.  S.  acquisitions  to  investors  such 
as  Liem  and  Kuok  but  usually  go  away 
disappointed.  For  better  or  worse. 
Southeast  Asia's  hopes  of  emerging  as 
fully  industrialized  nations  will  hinge  on 
Chinese  capitalists  who  are  shy  about 
flexing  their  muscles. 

By  Pete  Engardio  in  Hong  Kong.  wit. 
bui-eau  reports 
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CARVING  OUT  A  PLACE 
IN  THE  PACIFIC  CENTURY 


The  military  pullback  in  East  Asia  means  tlie  U.S.  must  seek  influence  based  on  strong  economic  ties 


America  used  to  be  a  Big 
Daddy  to  East  Asia.  Its 
sprawling'  military  pres- 
ence protected  Asians 
from  Soviet-  and  Chi- 
nese-backed commu- 
nism, while  American 
companies  poured  invest- 
ments, totaling  $46  bil- 
lion by  IHIK),  into  the  region.  Americans 
also  encouraged  Asians  to  launch  export 
drives  into  the  vast  U.  S.  market  while 
turning  a  blind  eye  to  barriers  around 
Asians'  own  markets.  Two-way  trade 
across  the  Pacific  climbed  to  $285  billion 
last  year,  one-third  greater  than  transat- 
lantic trade,  with  East 
Asians  running  a  $75 
billion  surplus.  De- 
cade  after  decade, 
such  surpluses  have 
provided  the  fuel  for 
the  region's  economic 
lift-off. 

The  relationship 
started  to  change 
even  before  the  end  of 
the  cold  war:  As 
Asians  prospered  and 
U.  S.  economic  trou- 
bles mounted,  Wash- 
ington began  demand- 
ing fairer  trading 
terms.  But  now,  the 
collapse  of  the  Soviet 
military  threat  and  a 
growing  sense  of  eco- 
nomic distress  in  the 
U.  S.  are  reshaping 
American  interests  in 
Asia  drastically.  The 
U.  S.  is  pulling  nuclear  weapons  out  of 
South  Korea,  closing  bases  in  the  Philip- 
pines, and  withdrawing  W''  of  its  military 
forces  from  the  region.  At  the  same  time, 
Washington  is  demanding  greater  access 
to  Asian  markets  while  threatening  retalia- 
tinn  against  the  trade  practices  of  such 
countries  as  C'hina  and  Thailand. 
NO  RETREAT.  So  when  he  crisscrosses  the 
Pacific  in  late  November  and  early  Decem- 
ber, President  Bush  will  be  pursuing  a  ba- 
sic goal:  to  strengthen  economic  links  as 
the  chief  underpinning  for  continued  U.  S. 
influence  in  East  Asia.  Major  themes  of  his 
trip,  winding  up  at  Pearl  Harbor  just  50 


years  after  Japan's  1941  attack,  will  be  the 
end  of  the  postwar  era  in  Asia  and  the 
dawn  of  the  Pacific  Century.  Because  of 
East  Asia's  dynamism,  managing  this  tran- 
sition is  one  of  the  most  crucial  post-cold- 
war  adjustments  Bush  faces.  As  Japan's 
economic  power  rises,  the  U.  S.  can  no 
longer  be  No.  1  in  Asia,  but  neither  can  it 
retreat.  "Our  ability  to  continue  to  be  a 
world  power  will  depend  to  a  large  extent 
on  our  ability  to  remain  engaged  in  Asia," 
says  Robert  E.  Driscoll,  president  of  the 
U.  S.-.A.SE.^N  Council  for  Business  &  Tech- 
nology, which  includes  the  six  members 
of  the  Association  of  South  East  Asian 
Nations. 


commitment  to  a  global  partnership  with 
the  U.  S.,  aimed  at  wielding  the  two  coun 
tries'  influence  and  economic  resources 
jointly  to  help  shape  a  peaceful  and  pros- 
perous world.  But  the  Japanese  made  it 
clear,  during  and  since  the  Persian  Gulf 
war,  that  they  aren't  interested  in  just  un- 
derwriting U.  S.  global  policies — certainly 
not  without  a  major  voice  in  shaping  them 
Another  cornerstone  of  America's  Asian 
strategy — relations  with  Beijing — is  under 
such  strain  that  Bush  will  not  even  set  foot 
in  China,  although  Secretary  of  State 
James  Baker  III  may  visit. 

Still,  most  East  Asians  want  the  U.  S.  to 
maintain  a  stabilizing  presence  in  the  re 
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It  won't  be  an  easy  sell  for  Bush  because 
on  key  economic  issues,  he  will  be  asking 
more  than  he  is  offering.  Although  East 
Asian  trade  surpluses  with  the  U.  S.  have 
declined  somewhat  in  the  past  year  (chart, 
page  66),  Bush  will  have  to  push  Asian 
leaders  to  open  their  markets  still  wider  to 
U.  S.  products  and  services.  Otherwise, 
U.  S.  political  pressures  for  retaliation  are 
bound  to  intensify. 

What  Bush  will  offer,  in  return,  is  a 
pledge  that  the  U.  S.  will  continue  to  play  a 
major  political  role — backed  by  military 
power — in  Asia.  In  Japan,  to  bolster  a 
strained  relationship,  he  may  seek  a  formal 
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gion.  Many  harbor 
considerable  mistrust 
of  each  other — and 
are  wary  of  Japan's 
renascent  power 
Thus,  the  U.  S.-Japan 
security  treaty  is  vi- 
tal, says  Bilveer 
Singh,  head  of  Singa- 
pore's Institute  of  In- 
ternational Studies 
not  to  protect  Japan 
but  to  restrain  it.  "We 
want  a  balance,"  he  adds. 

Officials  such  as  Richard  H.  Solomon, 
Assistant  Secretary  of  State  for  East 
Asian  &  Pacific  Affairs,  insist  the  U.  S.  is 
not  pulling  back  from  Asia,  merely  shifting 
roles.  He  told  a  Senate  panel  in  May  that  if 
the  Soviets  disappeared,  "our  role  as  re- 
gional balancer  and  honest  broker  would,  if 
anything,  be  more  important  than  ever. 
The  credibility  of  America's  presence  will 
hinge  on  more  than  mere  diplomacy,  how 
ever.  The  engine  of  growth  for  U.  S.-East 
Asian  relations  will  have  to  be  private  busi- 
ness, much  more  than  in  the  past.  Since  the 
mid-1980s,  although  U.  S.  trade  and  invest- 
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ment  ties  with  East  Asia  have  been  grow 
ing,  they  haven't  kept  pace  with  Japan's. 
This  year,  Japanese  exports  to  Taiwan,  Ko- 
rea, China,  and  the  six  ASEAN  countries — 
Brunei,  Indonesia,  Malaysia,  the  Philip- 
pines, Singapore,  and  Thailand — will  total 
around  $107  billion,  compared  with  $60  bil- 
lion from  the  U.  S.  And  an  estimated  $8.7 
billion  worth  of  Japanese  investment  will 
flow  into  those  countries  in  1991,  well 
ahead  of  the  $4.4  billion  from  the  U.  S. 

Even  so,  American  giants  such  as  Coca- 
Cola,  IBM,  Motorola,  and  Hewlett-Packard 
have  been  aggressively  expanding  their 
Asian  operations:  Du  Pont  alone  is  invest- 
ing $2  billion  in  Asia  this  decade.  Among 
the  relative  newcomers  also  starting  to 
make  inroads  are  AT&T,  Procter  &  Gamble, 
and  Compaq  Computer.  Colgate-Palmolive 
Co.  has  gobbled  up  407'  of  Thailand's 
shampoo  market,  once  dominated  by  the 
Japanese.  And  after  only  five  years  in 
Asia,  Apple  Computer  Inc.  has  ties  with 
over  100  Asian  software  developers,  includ- 
ing 40  companies  programming  for  Apple 
in  Hong  Kong  alone.  "Asia  is  now  ripe  for 
a  lot  of  things  U.  S.  companies  do  well," 
says  Trevor  MacMurray,  director  of 
McKinsey  &  Co.'s  Hong  Kong  office.  De- 
mand is  booming  for  business  services  and 
telecommunications,  for  example,  as  Asian 
economies  grow  bigger  and  become  more 
sophisticated. 

THIN  ON  THE  GROUND.  Dollar  figures  on 
U.  S.  investment  in  the  region  don't  tell  the 
whole  story.  Pizza  Hut  Inc.  and  RFC  Corp. 
are  signing  up  dozens  of  local  franchisees. 
Sheraton,  Hyatt,  and  Holiday  Inns  are 
snapping  up  hotel  management  contracts, 
each  worth  up  to  $4  million  a  year.  Citibank 
is  expanding  phenomenally  throughout 
East  Asia,  offering  services  from  automat- 
ed teller  machines  and  credit  cards  to  home 
equity  loans. 
However,  small  and  midsize  U.  S.  compa- 

\ 


nies  are  thin  <m  the  ground  in  Asia.  And 
U.  S.  Ambassador  to  Singapore  Robert  D. 
Orr,  a  former  Indiana  governor,  hasn't  had 
much  response  to  his  offer,  after  arriving 
in  1989,  to  help  U.  S.  governors  organize 
trade  missions  to  A§ia.  Overall,  the  U.  S. 
economic  role  in  the  region  has  expanded, 
but  not  nearly  as  fast  as  the  Asians  them- 
selves are  investing  in  and  trading  with 
each  other. 

In  his  efforts  to  enhance  U.  S.  economic 
clout,  Bush  will  find  that  relations  with 


will  exclude  them.  "If  the  U.  S.  can  d, 
this,"  says  Mahathir,  "why  cannot  we'?" 

Despite  these  high  stakes,  U.  S.  policy  t(' 
ward  East  Asia  has  been  on  autopilot  fo 
much  of  the  past  three  years.  Althoug 
Bush  is  a  frequent  flier  to  Europe,  he  ha 
paid  only  one  visit  to  Japan,  America's  ke 
Pacific  ally — to  attend  Emperor  Hirohito' 
funeral  in  1989.  While  Washington  ha 
been  preoccupied  with  crises  elsewhen 
from  the  Soviet  Union  to  the  Persian  Gull 
many  East  Asians  suspect  a  more  fundj 
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capitals  from  Seoul  to  Singapore  are 
strained  by  trade  issues.  Many  Asians  re- 
sent the  U.  S.  crackdown  against  wide- 
spread abuse  of  American  companies'  pat- 
ents and  copyrights.  And  there  is  tension 
over  proposals,  spearheaded  by  Malaysian 
Prime  Minister  Mahathir  Mohamad,  to 
form  an  East  Asian  trade  group.  Washing- 
ton opposes  the  scheme,  fearing  it  would 
sideline  the  U.  S.  and  pave  the  way  for  Jap- 
anese dominance.  Asians,  for  their  part, 
worry  that  Bush  is  creating  a  North  Amer- 
ican fortress  with  Canada  and  Mexico  that 


mental  reason  for  U.  S.  inattention 
"There's  still  a  very  Europe-centered  orier 
tation  in  American  policy,"  says  Alan  1 
Ortiz,  assistant  secretary  of  the  Philif 
pines'  National  Security  Council. 

Now,  while  Washington  policymakers  ai 
gue  that  the  American  defense  role  is  a  pc 
tent  lever  in  bilateral  relations  with  Asians 
some  U.  S.  experts  aren't  sure  that  it  1 
worth  the  price.  "What  we're  doing  is  ei 
fectively  keeping  Asia  safe  for  Japanes 
business,"  says  former  Commerce  Dept 
Counselor  Clyde  V.  Prestowitz. 
SUBICBAY  1"  response  to  it 

critics,  the  Bush  Ac 
PATROL*  "KEEPING     ministration  has  beei 
stepping  up  efforts  t 

ASIA  SAFE  FOR  P^^  ^P^"  ^^ian  mar 

kets.  Bush  personal! 
JAPANESE  lobbied  Indonesia' 

President  Suharto  las 
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lion  phone  contrac 
H  for  American  Tele 

phone  &  Telegrapl 
Co.  Loan  guarantees  worth  $60  millio: 
from  an  Export-Import  Bank  war  chest  fo 
key  Asian  countries  helped  AT&T  clinch  thi 
deal.  And  as  China's  trade  surplus  with  tb 
U.  S.  grows,  the  Administration  is  pushinj 
harder  for  economic  reforms. 

In  Tokyo,  U.  S.  negotiators  ha\'e  pep 
pered  the  Japanese  with  complaints  abou 
lack  of  access  for  U.  S.  exports  of  every 
thing  from  rice  to  financial  services.  Now 
Bush  may  give  a  new  push  to  joint  U.  S 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Big  Top  '  747  from  Los  Angeles  to  Tokyo,  we've  never  forgotten  how  important  those  little  things 

A  great  wav  lo  Hv 

can  be.  En  route,  enjoy  inflight  service  that  even  other  airlines  talk  about.  SIHGAPORE  AIRLinES 


Japanese  talks,  called  the  Structural  Im- 
pediments Initiative  (Sll),  on  basic  changes 
that  are  needed,  from  retailing  to  financial 
institutions,  to  open  Japan's  economy  wid- 
er. The  U.  S.  plans  to  take  up  similar  issues 
with  other  East  Asian  governments.  But  to 
ease  the  strains  in  bilateral  relations,  the 
U.  S.  has  also  been  trying  to  push  multilat- 
eral free-trade  policies  in  forums  such  as 
the  12-member  Asia-Pacific  Economic  Con- 


ference (APEC)  and  the  Uruguay  Round  ne- 
gotiations of  the  General  Agreement  on 
Tariffs  &  Trade. 

To  link  the  U.  S.  economy  to  East  Asia's 
dynamism,  however,  American  exporters 
and  corporate  investors  will  have  to  keep 
pace  with  the  region's  burst  of  growth. 
While  a  handful  of  U.  S.  companies  are  do- 
ing so,  more  than  an  infrequent  Presiden- 
tial journey  will  be  needed  to  alert  Ameri- 


cans to  the  opportunity  in  East  Asia.  At' 
stake  is  nothing  less  than  the  decades-old 
American  dream  of  being  a  major  player  in 
the  booming  Pacific  Century. 

By  Amy  Borrus  in  Washington,  with  Pet& 
Engardio  in  Singapore  and  Teresa  Albor  in 
Manila 


For  information  on  reprints  of  tiiis  Special  Report,  call 
Business  Week  Reprints  at  609  426-5494,  or  write  Business 
Week  Reprints,  P.O.  Box  457,  Hightstown,  N.J.  08520. 


HOW  MOTOROLA  TOOK  ASIA  BY  THE  TAIL 


Last  year,  as  finishing 
touches  were  being 
added  to  Motorola 
Inc.'s  $400  million  Sili- 
con Harbor  complex  in 
Hong  Kong,  Tam 
Chung  Ding  sum- 
moned his  favorite 
geomancer,  or  diviner. 
Tam,  president  of  Motorola's  Asia-Pacific 
semiconductor  division,  wanted  the  87- 
year-old  soothsayer  to  double-check  the 
new  facility's  feiig  shui — literally,  its 
wind  and  water — for  good  luck.  Yes,  the 
omens  were  favorable.  Built  on  re- 
claimed land,  the  project  had  water — a 
symbol  of  wealth — on  three  sides  and 
was  ringed  by  mountains — a 
source  of  power. 

But  wait,  the  executive 
suite's  layout  was  wrong.  Tam 
ordered  a  major  renovation  to 
achieve  the  proper  alignment. 
Now,  he  can  gaze  over  his 
burled  wood  desk,  across  the 
cobalt  bay,  to  the  towering 
face  of  Horse  Shadow  Moun- 
tain. "This  office  has  about 
the  best  feng  shui  in  Hong 
Kong,"  Tam  boasts. 

Going  to  such  lengths  to 
honor  local  traditions  is  just 
one  sign  of  Motorola's  deter- 
mination to  knock  down  the 
notion  that  U.  S.  companies 
can't  compete  in  Japan  Inc.'s 
backyard.  Capitalizing  on  its 
immense  product  range.  Motorola  is 
pushing  into  practically  every  niche  in 
Asia's  booming  telecom  and  semiconduc- 
tor markets.  It  has  backed  the  push  by 
building  18  factories  in  nine  countries, 
including  big  new  ones  in  China  and  Sin- 
gapore. And  to  run  it  all,  Motorola  is 
relying  heavily  on  Asian  managers  such 
as  Tam  and  on  teams  of  local  technicians 
and  engineers. 

WALKIE-TALKIE  WIZARDS.  The  results 
are  impressive.  Take  Tarn's  division,  one 
of  the  most  profitable  and  fastest-grow- 
ing of  Motorola's  semiconductor  units.  In 
1990,  according  to  Dataquest  Inc.,  Motor- 


ola's chip  sales  in  non-Japan  Asia  grew 
mA,  to  $528  million,  solidifying  its  No.  3 
ranking  in  the  world's  most  dynamic  chip 
market.  By  yearend.  Motorola  could 
overtake  No.  2  Toshiba  Corp. 

The  success  extends  beyond  semicon- 
ductors: Motorola  is  the  region's  leading 
supplier  of  high-end  walkie-talkies  and 
digital  cordless  phones,  or  CT2,  systems. 
It's  even  with  archrival  L.  M.  Ericsson  of 
Sweden  in  signing  up  cellular-communi- 
cations subscribers  from  Jakarta  to  Bei- 
jing, and  it  leads  all  Japanese  rivals. 
"Motorola  has  more  than  NEC,  and  that's 
[NEC's]  part  of  the  world,"  says  Anthony 
Langham,  an  analyst  with  County 
Natwest  USA. 


MALAYSIAN  MANAGERS:  BIGGER  ROLES  FOR  LOCAL  EMPLOYEES 


The  Asian  market  is  critical  to  Moto- 
rola's growth.  Industry  sources  say  that 
sales  in  Asia  outside  of  Japan  amount  to 
$1  billion  a  year,  out  of  total  sales  of 
$10.9  billion.  Motorola  recognized  long 
ago  that  tapping  into  the  rich  Asian  mar- 
ket required  special  efforts.  A  decade 
ago,  it  split  up  its  regional  semiconductor 
headquarters  in  Tokyo,  moving  the  base 
for  the  rest  of  Asia  to  Hong  Kong.  Sin- 
gapore has  become  the  base  for  most 
telecom  businesses.  The  restructuring 
made  it  easier  for  Motorola  to  zero  in  on 
the  needs  of  "tigers"  such  as  Taiwan, 
South  Korea,  and  Hong  Kong,  as  well  as 


emerging  markets  such  as  Indonesia, 
Thailand,  and  China. 

Motorola  also  realized  the  East  is  load- 
ed with  brain  power,  not  just  cheap  la- 
bor. Motorola's  walkie-talkie  plant  in  Pe- 
nang,  Malaysia,  designed  the  Handi- 
Talkie,  a  miniature  two-way  radio  that 
has  sold  1.5  million  units.  Except  for  one 
U.  S.  research  manager,  Malaysians  run 
the  entire  operation. 

NO  CAKEWALK.  Not  that  Asia  is  a  cake- 
walk.  Despite  long  ties  with  electronics 
companies  such  as  Lucky-Goldstar  and 
Samsung,  Motorola  has  only  been  able  to 
wrest  5%  of  the  Korean  market  for  mi- 
croprocessors used  in  home  appliances. 
,\nd  analysts  worry  that  Japanese  imita- 
tors, including  NEC  and  Sony, 
will  overtake  Motorola's  popu- 
lar MicroTac  cellular  phone 
with  cheaper  models. 

Motorola's  riskiest  venture 
is  the  effort  by  Tam's  division 
to  develop  chips  for  palmtop 
computers.  The  latest  is  a  key 
microprocessor  for  its  new 
PocSec,  a  pocket  organizer 
whose  screen  doubles  as  a 
writing  tablet.  PocSecs  would 
be  about  the  size  of  a  calcula- 
tor- and  cost  less  than  $300. 
The  goal  is  to  beat  Japanese 
rivals  such  as  Sony,  Sharp, 
and  Casio  to  the  low-priced 
market. 

Motorola  is  leaning  heavily 
on  Tam's  instincts,  and  not 
just  in  Asia.  When  it  was  building  its 
semiconductor  headquarters  in  Phoenix 
four  years  ago,  Tam,  who  was  visiting, 
threw  a  fit  at  the  layout.  At  his  insis- 
tence, two  waterfalls  were  installed  in 
the  entrance — to  counter  the  forces  of 
the  city's  landmark  Camelback  Mountain 
just  to  the  north.  Competitors  may  snick- 
er, but  Motorola  has  learned  how  to 
wring  profits  from  the  secrets  of  the 
Orient. 

Bg  Pete  Engardio  in  Hong  Kong,  with 
Lois  Therrien  in  Chicago,  Neil  Gross  in 
Tokyo,  and  Larry  Armstrong  in  Los 
Angeles 
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Life  is  full  of  compromises. 
But  why  start  before  breakfast. 


The  Braun  shaver  is 
thoughtfully  designed  to  be 
uncompromising  in  every 
respect. 

You'll  notice  it  has  a  curved, 
thin  profile,  rather  than  a 
bulkier  one.  To  fit  the  face 
as  comfortably  as  the  hand. 


While  some  shavers  may 
offer  you  only  one  shaving 
position,  the  Braun  has 
three  positions.  So  you  can 
achieve  more  precise 
results— even  on  the  difficult 
areas  of  your  face 

What  you'll  also  appreciate 


is  that  the  shaver's  foil  is 
coated  in  platinum.  To  help  it 
glide  smoothly  evenly  — 
almost  effortlessly 

To  experience  it,  is  to 
understand  why  Braun  is  the 
world's  number  one  selling 
foil  shaver 


Of  course,  when  you  start 
the  day  without  compromis- 
ing,  you  may  be  less  willing 
to  do  so  later  on. 

BRRun 

Designed  to  perform  better 
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The  moiise  makes  everyday  tasks 
as  easy  as  click,  click,  click. 


Rearranging  a  document  couldn't  be  any  easier 
With  new  Word  2.0  you  can  drag  and  drop  text  wherever  you  want. 


All  it  takes  is  one  click  an  the 
Toolbar  and  presto,  instant  tables. 
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Introducing  new  Word  for  Wtadows  2.0. 


m 


When  it  comes  to 
word  processing,  really 
nothing  could  be  more 
natural  than  using  the 
all-new  Microsoft  Word 
for  Windows."  You  see, 
Word  2.0  makes  those 
everyday  word  process- 
ing tasks  remarkably  easy 

Which  means  you  can  now  concen- 
trate on  what  you're  actually  doing.  Rather 
than  how  you're  actually  going  to  do  it. 

This  is  possible  for  a  number  of 
reasons.  Like  our  unique  Toolbar "  feature, 
[t  lets  you  do  those  things  you  do  most 
3ften  with  one  simple  click  of  a  button. 

Of  course,  looks  count  for  some- 
thing, too.  With  Word  you  can  bring  in  a 
table  of  numbers  from  Microsoft  Excel. 
Or  with  the  new  built-in  drawing,  charting 


and  shading  features,  along  with  the  ability 
to  move  anything  on-screen  with  a  drag 
and  drop,  you'll  find  yourself  adding  some 
very  very  cool  effects. 

But  best  of  all,  making  the  move  is 
easy-so  easy  there  is  virtually  no  down- 
time. Just  type  in  a  WordPerfect  keystroke 
and  Word  demonstrates  the  equivalent 
command  right  in  your  document.  Plus, 
your  existing  WordPerfect  files  (and  other 
file  formats)  are  perfectly  usable  in  Word. 

You  can  get  all  of  this  and  a  lot  more 
when  you  upgrade  to  Word  for  Windows 
for  only  $129.*  So  pick  up  the  phone  and 
call  us  at  (800)  323-3577  Department  V23. 

Y)u'll  quickly  see  that  nothing 
could  be  more  natural. 

MicnasoH 
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VICTOR  KIAM  NEEDS 
A  HAIL  MARY  PLAY 


He  could  easily  lose  liis  debt-burdened,  poor-playing  Patriots 


It's  fourth  and  lon^  for  Victor  Kiam, 
and  the  final  seconds  are  ticking 
away.  The  electric  shaver  entrepre- 
neur is  on  the  verge  of  losing  all  or  part 
of  his  517^  share  of  the  New  England 
Patriots,  the  National  Football  League 
team  lie  bought  three  years  ago  for  $80 
million.  Co-owner  Francis  W.  Murray, 
who's  trying  to  launch  an  NFL  expansion 
franchise  in  St.  Louis,  is  e.xercising  his 
right  to  sell  his  497"  share  of  the  team 


three  years  ago, 
money  and  deep  in 


the  team  was  losing 
debt.  Kiam  bought 
the  club  with  help  from  Murray,  a  Phila- 
delphia investor  who  put  up  $25  million 
for  his  stake.  The  deal  included  an  op- 
tion for  Murray  to  exit  the  investment  in 
three  years  at  a  guaranteed  profit  of  $13 
million.  The  contract  required  Murray  to 
give  Kiam  90  days'  notice  of  his  intent  to 
sell.  Murray  did  so  on  July  10. 

When  Kiam  failed  to  come  up  with  the 


SWEATING:  KIAM  MUST  RAISE  $38  MILLION  BY  NOV.  12  OR  HIS  51%  OF  THE  TEAM  GOES  TO  HIS  PARTNER 


back  to  Kiam  for  $38  million,  with  pay- 
ment due  on  Nov.  12.  If  Kiam  can't  raise 
the  cash  by  then,  he'll  lose  his  share  of 
the  team. 

So  perilous  are  Kiam's  finances  that 
the  NFI>  has  stepped  in.  On  Oct.  10,  the 
league  assumed  control  of  the  Patriots" 
board  of  directors  to  [jrevent  the  team 
from  filing  for  bankruptcy,  says  NFL 
President  Neil  Austrian.  Under  a  gag 
order  imposed  by  Commissioner  Paul 
Tagliabue,  neither  Kiam  nor  Murray 
would  comment.  The  NFL  is  helping 
Kiam  find  potential  partners,  but  if  he 
comes  up  short,  it  will  hand  the  team  to 
Murray.  "What  everybody  wants  is  a 
financially  sound  team,"  says  Austrian. 

That  would  certainly  be  a  change. 
When  Kiam  won  control  of  the  Pats 


cash  on  Oct.  10,  Murray  extended  the 
deadline — but  only  after  Kiam  agreed  to 
give  the  NFL  the  board  seats.  Murray 
also  announced  he  would  begin  search- 
ing for  a  buyer  for  the  Pats. 

A  quick  sale  might  not  end  the  Kiam- 
Murray  dispute.  The  team's  value  has 
barely  grown  since  1988,  and  a  fight 
over  sale  proceeds  could  end  up  in  court. 
The  first  $45  million  in  proceeds  would 
go  to  pay  off  the  team's  debt.  Kiam's 
banker,  IB.J  Schroder  Bank  &  Trust  Co. 
of  New  York,  however,  may  try  to  tap 
Kiam's  517  stake  in  the  Pats  to  pay 
some  $20  million  in  personal  loans,  say 
people  with  knowledge  of  Kiam's  fi- 
nances. But  Murray  may  argue  that  his 
contract  with  Kiam  gives  him  prior  claim 
to  the  money  generated  by  a  sale. 


Kiam  has  few  options.  His  biggest  as 
set.  Remington  Products  Inc.,  thi 
Bridgeport  (Conn.)  company  he  mad 
famous  with  his  TV  ads,  flirted  witl 
bankruptcy  last  year  and  is  just  begin 
ning  to  show  signs  of  emerging  from  it 
slump.  Austrian  says  it's  "highly  unlike; 
ly"  that  Kiam  will  be  able  to  borrov 
against  Remington  to  pay  Murray. 

While  he  might  be  able  to  sell  Remin 
ton  assets,  time  is  running  short.  WithB.'-  j 
out  borrowing  power,  he  may  have  t  jft  i 
give  up  majority  control  to  a  new  pari 
ner.  There  are  plenty  of  candidates.  Aus  r.,3. 
trian  says  he  has  supplied  Kiam  with  ;  f  J 
long  list  of  people  interested  in  buyinj  ^ 
an  NFL  team.  Potential  local  partners  in  ,isii 
elude  Robert  K.  Kraft  and  Stephen  R 
Karp,  the  owners  of  Foxboro  Stadium  m 
and  Joseph  O'Donnell,  owner  of  a  Bos  v  i 
ton-area  food-service  company.  None  n  J 
turned  phone  calls  seeking  comment.  « 
MOT  EVEN  PEANUTS.  Any  new  partne  a, 
will  probably  insist  on  changinj  jias 
the  way  the  Pats  do  business  m 
Kiam  has  lost  money  in  every  yea 
since  he  bought  the  Patriots,  part  ?j 
ly  because  he's  saddled  with  a  ter  A:( 
rible  stadium  contract.  The  tear 
doesn't  see  a  penny  of  revenue;  IM 
from  concessions,  parking,  or  lux  ^ 
ury  suites  at  Foxboro  Stadium.  & 
Then  there's  the  matter  of  im  M: 
age.  Last  season's  sexual  harass  ffiol 
ment  incident,  in  which  three  play  p 
ers  taunted  Boston  sportswrite  iWi 
Lisa  Olson,  has  proven  costly.  Ai  M 
ter  the  NFL  fined  the  team  $50,00(  Si 
for  its  poor  handling  of  the  inci  3j 
dent,  most  of  the  Patriots'  fron 
office  was  fired. 

Meanwhile,  operating  expense; 
go  on.  One  expensive  item  is  th( 
cost  of  the  team's  third  new  coach 
ing  staff  in  four  years.  To  hel]\( 
meet  the  considerable  cost  of  run  jp^pj 
ning  an  NFL  team,  Kiam  asked  th(  ,^ 
league's  owners  for  a  $10  millioi  j^' 
extension  on  the  $35  million  debt  limi 
imposed  on  all  member  teams.  The  e 
tension  was  granted,  and  now  the  Patf 
have  the  highest  debt  load  in  the  league 
The  best  news  for  Kiam  is  the  team'.'B 


M 

hi 


on-field  performance.  The  Pats  have  woi 


three  of  eight  games  this  year,  two  mon  foo  q 
than  they  won  all  last  season.  But  hom(\'[Yj| 
attendance  still  averages  a  paltry  40,000 
the  same  as  last  year  and  well  below  th< 
stadium's  61,000-seat  capacity 

At  this  point,  the  team's  chances  looll! 
better  than  the  owner's.  With  the  gam< 
on  the  line,  Kiam  is  counting  on  a  long 
bomb  to  save  the  day.  Experienced  foot; 
ball  fans,  though,  know  that  most  des 
peration  passes  fall  incomplete. 

By  Geoffrey  Smith  in  Bostoju  with  Lisc 
DriscoU  in  Bridgeport,  Conn.  ''-'im; 
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rhe  end  of  the  road 
lor  overcharges. 


\T&TCorpomte  Callmg  Card 
Essential  to  the  business  on  the  move. 

ot  all  pay  phones  automatically  connect  you  with  AT&T.  At  some, 
perator  service  companies  you Ve  never  even  heard  of  can  charge  your 
3mpany  two  to  three  times  the  AT&T  price*  But  when  you  use 
\Q  AT&T  Corporate  Calling  Card,  you  can  be  sure  you're  using 
le  quality  AT&T  network  for  all  your  long  distance  calls.  So 
/ercharges  on  long  distance  calling  card  calls  come  to  a 
3mplete  stop.  And  you  get  the  quality  AT&T  service  you 
ant  and  prices  you  expect. 

If  your  company  has  long  distance  bills  of  just  $50  or  more, 
)u  can  save  money  on  long  distance  calling  card  calls.  Because 
r&T  offers  savings  on  calling  card  usage  with  \hQAT8iTPRO® 
ATS  volume  discount  plan. 

Cost  control.  Another  AT&T  advantage. 

Whether  you're  a  companx'  of  one  or  one  hundred,  you  can  get 
T&T  Corporate  Calling  Cards  for  your  company  at  no  charge, 
all  1 800  225-6136,  ext.  305. 


ised  on  a  comparison  of  billed  charges  and  surcharges 
alternate  operator  service  companies 

1991,  AT&T 


ATSiT 


~W  k  Te  have  all,  at  times, 
■/ ■/  f**'^"^*^^  ourselves  running 
I  T  a  little  behind  schedule. 
Though  few  of  us  have  had  the 
luxury  of  a  Lexus  LS400  awaiting 
our  departure. 

Once  engaged,  its  250-horse- 
power  V8  can  quickly  resolve  what- 
ever scheduling  problems  may 
confront  you. 

However,  this  is  not  to  say 
that  on  principle  we  endorse  pre- 
cipitous travel. 
Quite  the  con- 
trary. That 
would  only  . 

serve  to  reduce  your  time  spent 
within  the  luxuriously  con- 
toured environment  of  the 


LS400s  cabin. 

Once  inside,  you'll  barely 
feel  the  forward  pull  of  the  Four 


Cam,  32-valve  power  plant. 
The  soft,  supple  seating  wilj 
caress  you.  The  high-outpu 


will  surround  you.  And  what 
ht  have  been  a  feverish  jour- 


ney will  actually  be  a  voyage  of 
unexpected  pleasure. 

So  the  next  time  your  social 
calendar  calls  for  a  timely  entrance, 
consider  the  benefits  of  making 
the  trip  in  an  LS400. 


And  should  the  ride  be- 
come a  little  too  enjoyable,  let 
them  wait. 

® 

The  Relentless  Pursuit  Of  Perfection. 


©1991  Lexus.  A  Division  OfTtiyila  Molar  Sales.  V.S.A.,  Inc.  Lexus  reminds  yni  In  wear  seal  bells  anil  olie\  all  si>ee4  lams.  For  more  mjormalion.  call  800-872-5398  (8U0-VSA-LE.XUS). 


MART  CARS 


Special  Advertising  Sectio  . 


High-tech  wizardry  and  on-board  computers  are  making  today's  vehicles  safer,  cleaner,  more 
efficient,  and  friendlier  than  ever.  If  you're  like  most  consumers,  you  expect  your  car  or  truck 
to  perform  flawlessly  under  every  driving  condition.  You  want  it  to  perform  with  high  quality  and 
excellent  reliability  as  well.  Modern  cars  do  that,  and  much  more.  Some  are  already  smart 
enough  to  guide  you  to  a  new  destination,  adjust  their  suspensions  to  suit  road  conditipns,  tell 
you  when  a  tire  is  low,  modify  their  own  service  intervals  to  match  your  driving  style,  and  even 
"talk"  to  service  technicians  about  their  problems.  And  that's  just  the  beginning.  Imagine  cars 
that  let  you  see  through  fog  and  warn  you  about  traffic  jams  ahead.  Or  vehicles  whose  instru- 
ment readouts  seem  to  hover  out  in  front  of  your  hood  so  your  eyes  never  leave  the  road. 
These  innovations  are  among  the  new  automotive  features  coming  to  dealerships  now. 
This  Special  Advertising  Section  tells  you  what  technologies  are  here,  what  they  do,  and 
how  they'll  combine  with  tomorrow's  breakthroughs  to  help  make  your  driving  safer,  more 
comfortable  and  sthegs-free. 
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Special  Advertisinc  Section 


Look  beneath  the  skin  of  today's 
jleek  new  cars  and  you'll  find 
1  startling  airay  of  electronics, 
i'eek  into  the  innards  of  the 
plainest  sedan  and  you  will  dis- 
cover the  same  thing. 

Today's  cars  carry  an  average 
)f  at  least  $  1 ,000  in  electronic 
jear.  Many  experts  believe  that 
imount  will  double  by  the  end 
)f  the  decade.  The  jump  in  on- 
5oard  data  processing  power  will 
DC  several  times  higher  as  the 
:ost  of  computer  chips  continues 
o  nosedive. 

Auto  electronics  are  every- 
vhere.  Got  a  car  with  cmise 
control?  That's  an  electi^onically 
operated  feature.  So  are  auto- 
natic  climate  controls,  and  those 
50wer  seats  that  "remember" 
lifferent  settings  for  you  and 
/our  spouse.  Vehicles  equipped 
vith  air  bags  contain  computers 
o  operate  those  life-saving  de- 
vices when  necessaiT  —  and  to 
juietly  perfoiTn  a  sophisticated 
systems  check  each  time  you 
urn  on  the  ignition. 

Prefer  the  look  of  plain  old 
malog  dials  in  your  instmment 
3anel?  Many  consumers  do. 
But  you  might  be  suiprised  to 
earn  those  gauges  get  their  infor- 
nation  electronically,  just  as 
Momier  digital  displays  do. 


There's  no  escaping  electronics 
in  modern  cars.  Electronic 
devices  perform  vastly  more 
complicated  tasks  than  can  be 
accomplished  with  old-fashioned 
electrical  and  pneumatic  con- 
trols. They  do  it  with  dramati- 
cally higher  reliability,  too. 

Why  the  sudden  msh  to  auto- 
motive electronics?  For  one 
thing,  it's  a  technology  whose 
time  has  come.  Auto  makers  say 
there  is  simply  no  other  way  to 
build  vehicles  that  deliver  the 
performance  consumers  want, 
yet  satisfy  federal  safety,  emis- 
sion and  fuel  economy  require- 
ments. Besides,  "the  public  has 
gotten  a  taste  for  electronics," 
adds  Peter  Staudhammer,  who 
heads  TRW  Inc.'s  Center  for 
Automotive  Technology  in  Re- 
dondo  Beach,  California  "The 
demand  is  there." 


Ford's  Contour 

combines 

contemporary 

proportions 

with  the  latest 

leading-edge 

automotive 

technology. 


Research  and  development  on 
new  applications  for  electronics 
in  cars  and  tmcks  is  running  at 
an  all-time  high.  More  impor- 
tantly, "technology  transfer" 
groups  such  as  Staudhammer's 
are  taking  a  refreshing  tack. 
Before,  many  of  them  went 
looking  for  places  to  apply  new 
technology.  Now  they're  starting 
with  a  real  consumer  need,  then 
searching  for  the  right  technol- 
ogy to  meet  it. 

At  the  same  time,  innovations 
are  spreading  from  luxuiy  and 
exotic  cars  to  eveiA'day  vehicles 
at  breakneck  speed. 

How  fast  will  the  new  technol- 
ogy spread?  It's  up  to  consumers. 
Developers  say  virtually  any 
imaginable  sewice  or  feature  is 
now  possible  for  cars.  But  the 
marketplace  will  determine 
demand  and  drive  applications. 


We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  v^e  have  no  control  over. 


As  a  tangible  measure  of  our  confidence  in  the 
Alfa  Romeo  164,  we've  included  a  warranty  that's 
much  morethan  just  a  warranty.  It  covers,  of  course, 
al'  basics  and  then  some.  But  it  might 
aise  an  eyebrow  to  discover  that  the 
cost  of  installing  your  spare  tire 
while  you're  on  the  road,  or  a 
roadside  service  call  if  you 
run  out  of  gas  is  on  us.  The 
Alfa  Romeo  Assurance 
Program.  It's  standard  equip- 
ment on  every  new  164.  Call 
1-800-245-ALFA  for  the  dealer 
nearest  y-  Jetails  and  a  copy 
of  the  I.  ^ 
warranty.' 

"Emergency  roadside  service  and  trip  interruption 
provided  bv  Cross  Country  Motor  Club,  Inc., 
Boston,  MA  02155;  except  in  Calilornia,  where 
services  are  provided  by  Cross  Country  Motor 
Club  of  California,  Inc.,  Boston,  MA  02155, 
©1991  Alfa  Romeo  Distributors  of  Nonfi  America 

The  legendary  marque  of  high  performance. 
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SAFETY  AND  SECURITY 


There's  no  question  that  "safety 
sells"  today.  Increasingly, 
consumers  want  their  cars  and 
trucks  equipped  with  every 
reasonably  priced  safety  system 
available. 

Buyers  are  also  getting  more 
safety  built  in.  Thanks  again  to 
the  ubiquitous  computer,  auto 
engineers  can  "crash-test"  com- 
ponents on  display  screens  before 
the  parts  are  actually  built.  The 
process  saves  time  and  money 
while  netting  safer  and  more 
efficient  vehicle  design.  Develop- 
ers now  routinely  evaluate  "crush 
zones"  around  the  passenger  to 
absorb  energy  in  a  crash. 


UTA  -  Engineered  Systems  Division  %^ 


Air  Bag  Steering  Wheel  with  Piezo  Electric 


View  A— '""W  , 


/  steering  Wheel 


Film  Reintofcement 
■^^^  Rale 

•  Piezo  Electric 
Film  w/Amplllier 
Orcuit 


United  Technolo- 
gies Automotive 
has  developed  the 
"Piezo"  steering 
wheel  concept  for 
cars  with  air  bags. 
Though  not  yet  in 
production,  it 
allows  convenient 
location  of 
switches  on  the 
wheel  while  main- 
taining air  bag 
performance. 


Ford  is  developing  computer- 
ized simulation  of  crash-test 
dummy  interaction  with  an 
inflating  supplemental  air  bag. 


Air  Bags 

Perhaps  the  most  important 
safety  addition  to  the  smart  car 
are  air  bags.  In  a  frontal  crash, 
these  pillow-like  devices  pop  out 
of  the  steering  wheel  or  dash- 
board in  less  than  the  blink  of  an 
eye  to  forni  a  cushion  between 
you  and  your  car's  interior.  Then 
they  quickly  deflate. 

An  air  bag  system  uses  sensors 
to  tell  it  when  to  work.  In  most 
cases,  the  cushion  isn't  triggered 
unless  three  sensors  positioned 
throughout  the  car  agree  that  a 


LINCOLN-MERCURY  DIVISION  C^^> 

■Supplemental  Restraint  System. 
Always  wear  your  safety  belts. 
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Pontiac's  ISSS  Bonneville 
55Ei  comes  equipped 
with  both  air  bags  and  an 
antilock  brake  system. 


crash  has  begun.  Their  signals 
are  compared  by  a  small  com- 
puter which  then  orders  the  bag 
to  inflate.  The  computer  is  also 
smart  enough  to  tell  the  diff^er- 
ence  between  a  real  crash  and, 
say,  a  light  tap  on  the  bumper  by 
another  car  in  a  parking  lot. 

Air  bags,  coupled  with  the  use 
of  seat  belts,  can  be  extremely 
efi^ective  in  preventing  injuiT 
during  front-end  collisions.  Cur- 
rent systems  aren't  intended  to 
protect  —  and,  in  fact,  won't 
inflate  —  in  most  other  crashes. 
Even  that  may  change  soon. 
At  least  one  auto  maker,  Toyota, 
is  reportedly  developing  a  new 
type  of  air  bag  that  would  fit  into 
a  car's  doors  and  deploy  during 
side  impacts.  Look  for  them  in 
about  three  vears. 


1992  PONTIAC  SSEi 

FULL  FRONTAL  (DRIVER  &  PASSENGER)  AIR  BAG  SYSTEM 


Of  course,  it's  better  to  avoid 
a  crash  in  the  first  place.  Many 
smart  car  innovations  are 
designed  to  help  motorists  do 
exactly  that,  primarily  by 
extending  the  capabilities  of 
vehicle  and  driver. 


Antilock  Brakes 

Antilock  brake  systems  (ABSs) 
are  a  case  in  point.  Conventional 
brakes  can  lock  up  your  wheels 
during  hard  braking,  especially 
when  the  road  is  slippery.  If  the 
fi  ont  wheels  lock,  you  lose  the 
ability  to  steer  around  a  problem. 
Instead,  your  vehicle  plows 
straight  ahead  —  perhaps  into 
the  very  object  you  u'ere  trying 
to  avoid. 

You  don't  have  that  problem 
with  ABS.  It  monitors  each 
wheel  separately,  and  controls 
the  brake  pressure  to  each  one 
independently.  The  result:  Max- 
imum safe  braking  all  around, 
even  when  some  of  your  tires  are 
rolling  over  ice  while  others  are 
on  dry  pavement.  Experts  predict 
ABS  will  become  standard  equip- 
ment on  almost  all  cars  before 
the  decade  is  over. 


Pontiac's  fully  equipped  SSEi 
includes  as  standard  equipment 
full  frontaP  driver  and  passen- 
ger air  bags. 


United  Technologies  Automotive's 
new  steering  wheel  concept  that 
pivots  on  impact. 


Special  Advertisinc;  Section 


ABS  performs  its  magic  with 
the  help  of  a  control  computer 
connected  to  sensors  near  each 
wheel.  The  sensors  signal  how 
fast  each  wheel  is  rotating,  while 
the  computer  compares  that 
input  to  actual 
I'ehicle  speed. 

Suppose  it 
notices  during 
braking  that 
one  wheel  is 
barely  turning, 
iven  though 
y^our  car  is  still 
moving  at  30 
miles  per  hour, 
rhe  com.puter 
:oncludes  that 
kvheel  is  close  to 
ocking  up.  It  instantly  eases 
:he  brake  pressure  to  the  wheel 
slightly  until  it  begins  to  roll 
again.  Then  full  pressure  is 
reapplied.  If  the  wheel  begins  to 
lock,  it  eases  off  again.  Some 
systems  can  cycle  on  and  off  200 
times  per  second  to  generate 
:ontrol  far  superior  to  that 
possible  by  even  the  most  expert 
driver. 


ABS  is  always  ready  to  operate, 
but  it  does  nothing  during  nor- 
mal braking.  And  if  the  system 
faUs?  Your  vehicle's  brakes  oper- 
ate as  usual,  but  without  the 
lockup  protection. 


jump  sharply,  thanks  to  an 
inexpensive  version  of  ABS  called 
ABS  VII  that  was  developed  by 
General  Motors  Corp.  Costing 
only  a  few  hundred  dollars,  the 
system  will  help  make  ABS 

available  in 
84%  of  1992 
GM  vehicles, 
including  all  its 
light-duty 
pickup  tmcks. 
The  system  will 
come  standard 
in  Chevrolet 
Cavalier, 
Corsica,  and 
Beretta  models. 


Ford's  Crown  Victoria  has  improved  rear-drive  through  specially 
designed  traction  controls. 


If  ABS  sounds  complicated, 
it  is.  That's  one  reason  antilock 
brakes  started  out  a  few  years  ago 
as  an  expensive  option  available 
only  on  luxury  and  high  perfor- 
mance cars.  Now  prices  are 
falling  rapidly,  and  ABS  is  stan- 
dard on  about  one  new  car  in  1 0. 

The  percentage  is  about  to 


Traction  Control 

AntOock  brakes  sense  when  a 
wheel  is  about  to  stop  too  soon. 
Another  emerging  safety  system, 
traction  control,  does  the  oppo- 
site. It  swings  into  action  when  a 
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In  a  surprise  turnaround^  three  of  Germany  ^s  top 
itomotive  journals  rated  the  new  Audi  100  V-6  better 
than  the  Mercedes  300E  2.6  and  the  BMW  525i. 


ig  regiirdecl  its  tJie  reigning  mon- 
chs  of  German  performance 
dans,  Mercedes  and  BMW  have 

never  had  much  concern  about 
iible  dethronement.  However, 
as  before  Audi  engineers  unveil- 
•ir  most  impressive  achievement 
I.  The  all  new  Audi  100. 
ests  conducted  by  three  of  Ger- 
s  top  automotive  journals,  the 

redesigned  Audi  100  outscor- 
th  the  Mercedes  300E  2.6  and 
4W  525i. 

:ording  to  auto  motor  und 
the  Audi  100  took  control  of 
Sling  early  and  often,  besting 
;des  and  BMW  in  Bodywork, 
ling  and  Control,  and  Economy. 


Compared  to  the  $42, 950  Merceck's  300E  2. 6  and  the  $35, 625  BM  W  525i,  the  Audi 
lOOS  is  priced  at  $29,900*  That  includes  V-6  engine,  ABS  brakes,  driver  s  side  airbag, 
galvanized  body  and  3-year  or  50,000-mile  limited  warranty.** 


Sensation:  Audi 
besseralsBMW 
undMemdes 


Diidi  bald  Avtobohngebiihren? 


I  I  'lT'i  tI 


SMW  S20i 

mmm  230  e 
AUDI  100  2.3  ! 


AUDI 

Neuer  Ferrari  Testorossa^^u  J£J2Y 




Weldie  Diesel  Steuem  S|wreii 


II  new  Audi  100  zvas  rated  better  them  its 
ition  in  three  separate  tests  conducted  by  tfiese 
r  German  automotive  publications. 

has  succeeded...  in  not  just 
ng  level  with  the  competition, 
oving  ahead  of  it." 
'ould  seem  that  the  eight  years 
engineers  had  labored  over  this 
t  of  Audis  had  indeed  paid  off. 
dres  Borchman,  editor  of  auto 
aid,  "The  new  Audi  100  is  no 
r  number  three  among  the  dis- 
shed  German  marques,  but, 
test  proves,  number  one." 
I  test  journalists  at  MOr  made 
nimous:  "The  Audi  is  clearly 
serving  winner." 


Both  on  the  surface  and  beneath  the 
skin,  tlie  new  100  differs  dramatically 
fiom  its  predecessors.  The  styling  is 
more  dyniunic.  The  interior  is  roomier. 

And  die  venerable  5-cylinder 
power  plant  has  given  way 
to  a  172hp  V-6  engine  with 
superior  low-end  torcjue. 

One  iu  ea  tliat  wasn't  tested 
but  should  be  mentioned 
is  the  Audi  Advantage:  A 
progi'am  that  includes  the 
cost  of  all  scheduled  main- 
tenance, even  oW  changes,  for 
three  years  or  50,000  miles. 
Neither  Mercedes  nor  BMW  can  top 
it  Nor  can  tliey  any  longer  claim  to  be 
at  the  top  of  this  class.  That  honor  now 
belongs  to  die  new  Audi  100. 


AUDI  lOOS  AT  A  GLANCE 
GENERAL:  Front-wheel  drive,  5-passenger 
sedan,  4-do()r  galvanized  body 
ENGINE:  2.«-liter  SOHC  V-6,  iron  block, 
aluminum  heads,  172hp.  Multi-path  induc- 
tion system 

DRFVETRAIN:  4-speed  automatic  or  5- 
speed  manual  transmission 
STEERING:  Rack-and-pinion,  power- 
assisted,  vehicle  speed-sensitive 
BRAKES:  ABS,  power  vented  front  discs, 
rear  discs 

PERFORMANCE:  0-60  mph  in  8.8  sec/ 
Top  track  speed  130  mph  (manual  version) 
26  mpg  Highway,  19  nipg  City^ 
MAJOR  STANDARD  EQUIPMENT: 
Drivers  side  airbag,  automatic  tensioning 
front  seatbelts,  power  steering,  windows, 
seals,  and  locks,  A/C,  cruise  control,  tilt  and 
telescopic  steeling,  two-way  power  sunroof 
SOUND  SYSTEM:  8-speaker  AM/FM  stereo 
radio/cassette  w/anti-theft  features 

*IMtes  tifLSfd <m  ,\lSRPunlh  mniL  tram.,  nu hi/ltng Um^,  lirms/;  Jreighl. 
dealer  cfietn^e^  aiui  (ff)tnriLS.  tjpuffrnertt  leiifb.  vary.  Prues  subject  tij  cfuiti^f 
**Ser  itealer  jur  details.  '1992  EPA  emmala. 


For  the  Auto  Motor  Und  Sport  test  results,  call  1-800-FOR-AUDI. 
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wheel  is  about  to  spin  too  fast. 
Its  puipose:  To  help  prevent  your 
car  ft"om  fishtailing  when  you 
accelerate  too  hard  on  a  slippeiy 
surface. 

Traction  controls  have  been 
designed  primarily  to  improve 
the  performance  of  rear-drive 
cars,  though  the  system's  debut  in 
an  American  car  came  in  the 
1989  ft  ont-drive  Cadillac  Allante. 
Still  relatively  expensive,  traction 
control  is  cuirentK-  available  in 
such  luxuiA"  models  as  the  Lexus 
SC400,  Chevrolet  Coii/ette,  and 
Ford  Crown  Victoria. 

ABS  and  traction  control  make 
a  sensible  combination,  since 
both  systems  can  share  such 
components  as  wheel  sensors. 
But  traction  control  requires  its 
own  computer,  along  with  ad- 
ditional hardware. 


Through  the  electronic  control  modules 
made  by  GM's  Oelco  Electronics  Corpora- 
tion, General  Motors  has  become  the 
largest  manufacturer  of  computer  con- 
trolled vehicles  in  the  world  today. 


A  traction  control  system 
constantly  checks  to  see  if  either 
rear  wheel  is  turning  faster  than 
the  two  non-driven  wheels  in 
ft  ont.  If  so,  it  knows  more  power 
is  being  delivered  to  that  wheel 
than  can  be  used  safely. 

When  one  wheel  spins,  the 
system  responds  by  automatically 
applying  just  enough  braking 
force  to  that  wheel  to  bring 
it  under  control  again.  If  both 
wheels  are  spinning,  the  system 
ovenides  the  driver's  "heavy  foot" 
by  throttling  back  the  engine  or 
changing  its  spark  timing  to 
reduce  power. 

Like  ABS,  traction  control  can 
juggle  differences  in  traction 
from  one  side  of  the  car  to  the 
other.  The  benefits  to  motorists? 
Acceleration  is  smooth  and 
controlled,  even  over  slippeiy 
patches  of  roadway.  The  system 
also  adds  control  when  you  pull 
out  to  pass  or  encounter  gusty 
side  winds. 


Collision  VUarning 

For  decades  auto  makers  have 
dreamt  of  equipping  cars  with 
aiiplane-like  radar  that  would 
help  cars  detect  and  avoid  col- 
lisions. They  worked  on  units 
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hat  would  sound  an  alarm,  apply 
he  brakes  automatically,  and 
;ven  take  control  of  the  steering 
f  necessary. 

Mazda,  in  fact,  hopes  to  go 
nto  production  by  the  end  of  the 
lecade  with  a  system  that  uses 
;hree  television  cameras  to  check 
raffic  and  steer  away  from 
rouble  if  necessaiy. 

Simpler  versions  that  merely 
sound  a  warning  —  and  leave  the 
iriving  to  the  driver  —  are  just 
:oming  to  the  aftermarket  now. 

One  of  them  wiU  be  offered 
n  mid- 1992  by  VORAD  Safety 
systems  Inc.  in  San  Diego.  Pres- 
dent  Paul  Bouchard  says  the 
device  will  carry  a  hefty,  $  1 ,500 
Drice  tag.  But  he  figures  costs 
;ould  drop  as  low  as  $500  in  five 
/ears  if  sales  volume  is  strong 
jnough. 

The  VORAD  system  operates 
Dn  the  same  band  as  police  radar 
juns.  It  examines  the  road  ahead 
/la  a  6-by-8-inch  domed  antenna 
nounted  in  the  grille.  A  com- 
Duter  the  size  of  a  cigar  box 


With  General  Motors'  Tech  1 ,  a 
technician  can  set  up  specific 
parameters  to  isolate  elec- 
tronic faults  occurring  within  a 
system.    Unlike  scanning 
systems,  Tech  1  does  not  limit 
the  user  to  preselected  values. 


checks  incoming  data  to  decide 
whether  a  collision  seems  immi- 
nent. If  so,  it  sounds  an  alarm 
and  displays  a  warning  light  on 
the  instmment  panel. 

Why  bother?  Bouchard  says 
studies  show  about  half  of  all 
collisions  occur  in  straight-ahead 
situations.  And  more  than  half 
of  those  could  be  avoided  if 
motorists  had  even  one  second 
of  advanced  warning.  "We're 
not  ti-ying  to  replace  anv  driver 


responsibilities,"  he  says.  "We're 
trying  to  enhance  the  driver's 
perfoiTnance." 

The  VORAD  system  does  a 
bit  more  than  that.  Its  computer 
contains  a  removeable  "event 
recorder"  that  police  can  use  to 
reconstruct  an  accident  involving 
a  radar-equipped  vehicle. 

Bouchard  believes  the  device 
will  prove  especially  useful  in 
cars  also  equipped  with  ABS. 
The  reason:  Antilock  brakes  don't 
leave  skid  marks,  eliminating  an 
important  tool  with  which  law 
enforcement  officers  can  analyze 
accident  scenes. 

WHAT  ABOUT  RELIABILITY  ? 

Seasoned  car  owners  have  heard 
auto  makers  tout  increasingly 
complicated  vehicles  before.  And 
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too  many  of  them  ended  up  going 
back  to  their  dealerships  time 
and  time  again  to  fix  problems. 

What's  so  different  this  time? 
Auto  makers  say  reliability  is  up 
sharply,  and  so  is  the  ability  to 
troubleshoot  today's  cars. 

Ford  Motor  Co.  attributes 
improved  electronics  for  helping 
it  maintain  its  top  quality  ranking 
among  domestic  cars.  "The 
reliability  issues  of  the  past  have 
been  largely  resolved,"  declares 
Len  Groszek,  technical  planning 


manager  at  Ford's  Electronics 
Technical  Center  in  Dearborn, 
MI.  Failures  among  electronic 
components,  he  notes,  are  now 
measured  in  parts  per  million. 

Next-generation  auto  electron- 
ics will  have  built-in  redundant 
capacity.  Instead  of  failing,  they 
will  actually  be  able  to  "rewire" 
themselves  automatically. 

That  kind  of  performance  is 
simply  impossible  to  achieve 
with  old-fashioned  mechanical 
systems.  But  that  doesn't  mean 


computerized  devices  will  ever 
be  flawless. 

"Electronics  are  inherently 
much,  much  more  reliable  than 
the  systems  they  replace,  but 
they're  more  difficult  to  diag- 
nose," explains  Jack  Schickler, 
director  of  marketing  and  cus- 
tomer service  for  GM's  Service 
Technology  Group. 

GM  was  the  first  auto  maker  to 
install  engine  control  computers 
across  all  its  car  lines  in  1981. 
The  same  year  it  became  the 


In  1  586  General  Motors  introduced  its  GM  CAMS  CComputerized 
Automotive  Maintenance  System).    This  terminal  system  contains  its 
own  computer  which  links  into  the  vehicle  and  a  GM  information  center. 


Qoq  "From  the  road  to  the  roof  it's  laced  with  intriguing  tidbits  and  thoughtful  touches. 
^00   Car  and  Driver 

Qo /j  "The  new  front-drive  Camry  4-door  sedan  offers  comfort,  quality,  and  interior  space  in 

zjO^  generous  portions."  Motor  Trend 

985  '  ^^^^  trouble-free  new  car  in  America."  *J.D.  Power  and  Associates 

986  "^^^^  ^^y  "  Consumers  Digest 

Qnn  "If  the  world's  auto  manufacturers  were  only  allowed  to  build  one  car  to  satisfy  the  needs  of 

'  all  car  buyers  everywhere,  the  Camry  would  be  the  logical  choice."  Motor  Trend 

988  "^^^  Camry  is  everything  a  family  car  should  be."  Car  and  Driver 

989  '  F^^ily  Car  of  the  Year."  Family  Circle  Magazine 

990  "Most  trouble-free  compact  car  in  America  three  years  in  a  row."*  J.D.  Power  and  Associates 

QQi  "  Ranked  in  J.  D.  Power  and  Associates  Top  Ten  models  in  Initial  Quality."  * 
J.D.  Power  and  Associates 

992.  We  just  couldnt  leave  well  enough  alone. 
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Llnit:ed  Technologies 
Automotive's  concept:ual 
interiore  include  everything 
front  robot:ically  applied 
wiring  filaments,  molded-in 
air  diffusers  to  new  materi- 
als for  seats  and  paneling. 


industiy's  first  manufacturer  to 
equip  evei"y  new  car  with  a 
standard,  under-dash  "data  link" 
plug.  Technicians  now  use  the 
plug  and  one  of  three  diagnostic 
computers  to  analyze  the 
vehicle's  electronics.  The  Semce 
Technology  Group's  300-member 
"software  factory"  near  Detroit 
cr  anks  out  monthly  updates  on 
compact  disks  to  keep  the  analyz- 
ers up  to  date. 

Most  GM  dealers  also  have 
"flight  recorders"  available  to 
capture  data  about  those  annoy- 
ing glitches  that  always  seem  to 


go  away  when  you  bring  your 
car  in  for  service.  The  units  plug 
into  a  car's  data  link  to  monitor 
the  vehicle's  behavior  continu- 
ously. If  a  problem  occurs, 
the  driver  can  push  a  button  to 
record  a  "before-and-after"  elec- 
tronic snapshot  for  analysis  later. 

Of  course,  fancy  hardware  isn't 
enough  if  technicians  are  insuffi- 
ciently trained  to  use  it  properly. 
That's  why  auto  makers  have 
stepped  up  training  dramatically 
for  their  dealership  technicians. 
GM,  for  example,  now  operates 
some  200  training  centers  and 
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coordinates  two-year  college 
degrees  in  automotive  technology 
through  50  colleges. 

CREATURE  COMFORTS 

Developers  are  working  on 
electronic  gadgets  to  make  life 
in  your  car  a  little  easier. 

Consider  Panasonic's  electro- 
static filter.  The  shock-proof 
unit,  currently  available  only  in 
Japan  as  a  dealer-installed 
option,  fits  into  the  rear  package 
shelf  and  runs  off  the  power  line 
to  your  trunk  light.  Panasonic 
says  the  device  can  scrub  the  air 
in  your  car  of  pollen,  dust  and 
smoke  particles  as  tiny  as  0.03 
microns.  The  company  estimates 
the  system  could  be  built  into 
new-car  ventilation  systems  at  the 
factoi-y  for  less  than  $  1 00. 

BMW  has  introduced  a  number 
of  creature  comfort  innovations. 
The  backseat  headrest  in  its  7- 
series  models,  for  example, 
normally  tucks  down  to  avoid 
obscuring  the  driver's  rear  vision. 
But  when  a  passenger  buckles  up 
in  back,  the  appropriate  headi  est 
rises  into  position. 


BMW  has  also  come  up  with  a 
unique  way  to  seal  door  win- 
dows. Wind  leaks  can  be  a 
problem  in  cars  where  the  glass 
rests  against  a  rubber  seal  rather 
than  sliding  up  into  its  own 
fi^ame.  The  system  in  the  BMW 
850  coupe  locks  the  top  edge  of 
each  door  window  into  the  roof 
itself.  So  how  do  you  open  the 
door?  Just  grab  the  handle,  and 
the  window  automatically  rolls 
down  3/4  of  an  inch  to  clear  the 
roof  channel.  Close  the  door  and 
it  rolls  up  again. 

BMW,  meanwhile,  has  devel- 
oped an  electronic  version  of  the 
wire  "curb  feelers"  popular  in  the 
1 950s.  Object  sensors  mounted 
in  the  bumpers  sound  an  alann 
when  your  car  gets  too  close  to 
a  parking  lot  pillar  or  your  kid's 
tricycle.  It's  a  $650  option  in 
BMW's  top-of-the-line  sedans 
sold  in  Germany. 

Wish  there  was  a  way  to  keep 
your  car  cool  when  it's  parked  in 
the  sun  all  day?  Mazda  has  a 


(Top)  TRW's  remote  conve- 
nience systems  remotely  acti- 
vate locks,  anti-theft  systems, 
lights  and  seat  positions. 

(Bottom!  Conceptual  interior 
designed  for  driver  comfort  and 
convenience. 


solution.  It  has  developed  a 
sunroof  covered  with  solar  cells 
that  generate  enough  power  to 
mn  a  ventilation  tan  as  long  as 
your  car  sits  outside,  hi  cold 
weather,  the  juice  h  orn  the  cells 
keep  your  car's  baltei'v  tully 
charged  for  easier  startups. 

UNDER  THE  HOOD 

Not  all  smart-car  innovations  are 
out  where  motorists  and  passen- 
gers can  see  them  at  work. 
There's  plenty  of  action  hidden 
away  in  the  engine  compartment 
and  under  the  floor. 


Engine  Controls 

Virtually  eveiy  new  car  on 
Ameiica's  roads  now  canies  an 
electronic  engine  controller  with 
enough  power  to  put  most 
desktop  computers  to  shame. 
These  "black  boxes"  analyze 
exhaust  gases,  check  air  and  fuel 
tlow,  monitor  coolant  tempera- 
ture, and  conti  ol  idle. 

If  your  car  is  equipped  with  a 
trip  computer,  the  engine  control 
module  supplies  it  with  the  data 
to  calculate  such  things  as  instan- 
taneous fuel  economy  and  avail- 
able dnving  range. 


The  GM  road  to  Smart 
\fehicle  Service  starts  here. 


It  started  with  a  chip  in  1980.  That's  when  GM  began  building  small,  but 

IE    3  i  powerftil  computers  into  every  GM  car  and  truck.  Today,  we're  the  world's 
I  mmiim  I 

^HBmJi  l^rg^st  producer  of  automotive  computers.  We  have  more  computer-controlled 
vehicles  on  the  road  than  any  other  manufacturer.  Now,  with  computer-controlled  engines, 
transmissions,  brakes,  suspensions,  entertainment  and  comfort  systems,  theft  deterrent  and 
air  bag  systems,  GM  vehicles  are  environmentally  cleaner,  safer  and  more  comfortable  than 
ever  In  short,  "smart." 
We  even  created  our  own  computerized  "smart  tools"  in  1985  to  link  with  our  on-board 
computers  in  performing  service  checks.  Sometimes  they're  used 
as  "flight  recorders"  to  take  snapshots  of  critical  data  while  the 
vehicle  is  underway  Over  30,000  GM  "smart  tools"  are  being  used 
in  GM  dealerships  in  the  U.S.,  Canada  and  around  the  world. 

To  maintain  our  leadership,  we  focus  on  training  "smart 
people"  with  the  most  extensive  technician  training  network  in 
the  U.S.,  including  37  GM  training  centers  and  170  educational  centers.  Our  dealer  technicians 
also  earn  two-year  college  degrees  in  automotive  technology. 

In  1990  GM  dealers  began  providing  our  customers  with  electronic  vehicle  health  checks. 
Today,  many  dealers  can  reprogram  the  computer  in  GM  cars  and 
trucks  right  in  the  service  bay. 

In  the  future,  GM  will  continue  putting  quality  on  the  road  with 
even  smarter  vehicles  and  smarter  service  from  your  GM  dealer. 


ServiceTechnology  Group 
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Today's  cars  have  an  easier 
t:ime  coping  with  poor  weaCher 
when  t:hey  are  equipped  with 
traction  control  and  anti-lock 
braking  systems.  Future 
models  may  offer  collision 
avoidance  and  enhanced  night 
vision  devices. 


Auto  makers  began  using  elec- 
ti  onic  engine  controls  a  decade 
ago  because  computers  gave 
them  the  fast  response  and  tight 
control  required  to  meet  tight 
federal  emission  control  stan- 
dards. Today  these  on-board 
information  processors  also  help 
maximize  fuel  economy  and 
improve  engine  perfoiTnance. 

They  do  even  more  than 
that.  The  units  in  BMW  models, 
for  example,  monitor  how  you 
diive  and  calculate  when  it's 
time  for  sei"vice.  They  also  ad- 
just idle  speed  for  you  between 
tune-iips  so  your  car  always 
idles  smoothly. 


Next-generation  engine  control- 
lers will  contain  reprogrammable 
computer  chips.  They'll  allow 
technicians  to  update  your  en- 
gine's perfoimance  electronically 
by  changing  such  things  as  spark 
timing  and  fuel  metering  com- 
mands. Chiysler  Coip.  says  it 
will  begin  installing  such  chips  in 
cars  by  1992. 

Engine  computers  are  also 
getting  smarter.  Developers  say 
future  controllers  will  add  more 
tasks  and  begin  to  integrate  func- 
tions now  perfomied  separately 
under  the  hood.  Ford  and 
Motorola  are  working  to  develop 
new  chips  with  perhaps  eight 
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Ford  Motor  Company  engineers 
are  investigat:ing  the  feasibility 
of  simulating  underhood  airflow 
on  computers  to  improve 
vehicle  performance.  Adopting 
technology  from  aerospace, 
engineers  can  see  what  hap- 
pens inside  the  engine  compart- 
ment as  cooling  air  enters  and 
circulates  —  offering  much 
greater  freedom  than  actual 
wind  tunnel  testing. 


times  the  capacity  of  the  most 
advanced  engine  computer  today. 
Rollout  will  be  before  2000. 

How  much  electronic  telemetiy 
is  possible?  The  sky's  the  limit,  if 
you  can  pay  the  price.  Some  of 
today's  race  cars  already  cairy 
enough  electronics  to  measure  20 
variables  ft^om  oil  pressure  to 
suspension  angles  at  rates  up  to 
100  times  per  second.  Price  tag 
for  the  know-it-all  system:  more 
than  $50,000! 


Electronic  Transmissions 

If  your  engine  can  be  managed 
for  peak  efficiency  by  a  com- 
puter, why  not  use  electronics  to 
do  the  same  thing  for  the  trans- 
mission? Several  luxuiy  models 
are  doing  just  that  with  their 
automatic  gearboxes. 


The  idea  is  to  monitor  such 
things  as  engine  temperature  and 
acceleration  rate,  then  use  the 
data  to  decide  when  the  transmis- 
sion should  shift  gears.  Acceler- 
ate sedately,  and  the  system  shifts 
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You  want  to  go  where  no  one  has  gone  before, 


This  weekend. 


If  you  want  to  go  farther  ttian  all  the  others, 
consider  the  vehicle  that  did  just  that. 

Explorer  passed  all  the  rest  to  become  the 
best  seller,  the  new  standard  for  its  class. 
And,  Four  Wheeler 
magazine's  "Four 
Wheeler  of  the  Year " 

Nothing  in  its 
class  has  so  much 
overall  passenger 
and  cargo  room. 
Or,  lets  you  go  from 
2WD  to  4WD  High 
and  back,  on  the  fly  at  the  push  of  a  button. 
The  4.0L  EFI  V-6  and  rear  anti-lock  brakes  are 
standard. 

Available  amenities  include  Ford  JBL  audio 
systems,  6-way  power  seats,  leather  seating 
surfaces,  and  a  tilt-up  open-air  roof 

And  now.  Ford  offers  a  36-month/36,000- 
mile  Bumper-to-Bumper  warranty  with  no 
deductible.* 

Explorer  has  all  it  takes  to  go  where  no 
one's  gone  before.  And  now,  so  can  you. 

'Ask  your  dealer  for  a  copy  of  this  limited  warranty 


Have  you  driven  a  Ford... lately? 


Your  Explorer  is  ready. 

SucWe  up — together  we  can  save  lives. 
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sooner  to  maximize  fuel 
economy.  Tromp  on  the  gas 
pedal  instead,  and  the  computer 
orders  the  transmission  to  "hold" 
each  gear  longer  for  snappier 
acceleration. 

Conventional  automatics  do 
that  to  some  degree.  But  elec- 
tronic control  is  much  more 
precise.  Tliat  gives  you  smoother 
shifts,  impi  ovcd  perfomiance, 
and  better  fuel  economy. 

Electronic  gear  shifting  can  also 
be  tied  into  a  traction  control 
system.  Suppose  you  "llcxjr  it" 
while  cmising  down  a  snow- 
covered  road,  for  example. 


NoiTnally,  your  electronic  trans- 
mission would  oblige  by  down- 
shifting to  a  lower  gear  for  more 
power.  On  a  slippery  highway, 
however,  the  resulting  jolt  could 
trigger  a  skid.  Under  those 
conditions,  input  from  your  car's 
traction  control  system  might 
ovemile  the  transmission  and 
keep  you  in  the  same  gear.  You'd 
accelerate  slower,  but  safer. 

Adjustable  Suspensions 

In  a  conventional  car,  you  ride 
atop  an  an^angement  of  springs 
that  soak  up  bumps  at  each 


wheel.  Shock  absorbers  damp  the 
springs  so  you  don't  keep  bounc- 
ing up  and  down.  And  anti-sway 
bars  reduce  the  amount  of  body 
lean  your  vehicle  experiences 
when  it  goes  around  comers. 

Getting  all  those  components 
to  work  together  has  always 
been  a  tradeoff  between  ride  and 
control.  Engineers  had  little 
choice  but  to  pick  one  set  of  ad- 
justments, and  hope  it  would 
work  well  I'egardless  of  driving 
conditions. 

Now  that  is  beginning  to 
change.  More  and  more  cars  to- 
day are  being  fitted  with  elec- 
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Tonically  controlled  suspensions 
;hat  actively  adjust  themselves  to 
/ariations  in  the  roadway. 

It  began  with  shock  absorbers 
;hat  could  be  adjusted  from  the 
driver's  seat  from,  say,  sporty  to 
;oft  with  the  twist  of  a  dial.  Then 
;ame  versions  that  made  such 
idjustments  automatically, 
liming  up  the  ride  to  improve 
:ontrol  as  you  drove  fastei". 

What  next?  Nissan  Motor 
3orp.'s  luxury  car  subsidiaiy, 
[nfiniti,  calls  its  Q45  luxui^y  sedan 
;he  world's  first  production  car 
A/ith  a  fully  active  suspension, 
instead  of  shock  absorbers,  it 
ases  four  hydraulic  "actuators " 
hat  actual  push  each  wheel  into 
iny  dips  in  the  road. 

The  devices  can  also  eliminate 
"ear-end  "squat"  during  accelera- 
ion,  front-end  "dive"  during 
braking,  and  side-to-side  body 
oil  during  shaip  turns.  (Engi- 
leers  say  the  system  could  even 
3e  programmed  to  "lean"  into  a 
;um,  just  as  a  motorcycle  does.) 

The  Infiniti  suspension  is 
;ontrolled  by  a  high-pressure 
lydraulic  system,  10  sensors  and 
1  pair  of  1 6-bit  computers.  One 


UTA's  newly  designed  lamp  monitor  display  is  in  production  vehicles 
for  the  first  time  this  year.    It  uses  multiplexing  to  replace  conven- 
tional wiring  with  electronics  for  simplified  wiring  and  diagnostics. 
Its  light  emitting  diode  CLEDl  indicates  when  any  of  eight  exterior 
lights  on  a  car  fails. 


processor  minimizes  body  roll, 
while  the  other  handles  front-rear 
leveling.  Each  compviter  is 
capable  of  making  thousands  of 
calculations  per  second. 

Look  for  a  broader  use  of  active 
suspensions  over  the  next  few 
years.  But  don't  expect  them  to 
become  widespread  unless  the 
cost  —  now  several  thousand 
dollars  —  drops  significantly. 


Smart  Wiring 

Auto  makers  are  installing  more 
and  more  features  and  computers 
in  cars.  Unfortunately,  room  to 
wire  everything  together  isn't 
getting  any  more  plentiful. 

That's  why  research  is  being 
stepped  up  on  multiplexing,  a 
way  to  channel  several  indepen- 


How  do  you  improve  o i 

a  symbol  for  qi 

Youmak 


The  New  LeSabre 


Buick  LeSabre  has  earned  an 
enviable  reputation  for  quality.  Of 
course,  that  didn't  stop  the  people 
at  Buick  from  striving  to  make 
LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the 
safety  of  anti-lock  brakes  (ABS),  as 


well  as  a  standard  driver-side  air 
bag  supplemental  restraint. 

Roomier 

LeSabre's 
6-passenger 
seating  now 
gives  you  even 
greater  front 
headroom  and 
rear  legroom. 


Ic  isper. 


And  the  spacious  trunk  is  easi  i. 
accessible,  thanks  to  the  new 
liftoverdesigi 

Quieter 


LeSabre 
aerodynam 
new  exteri 
is  one  design|t§e(s 
to  please  bo  es 
your  eyes  ai  i) 


iefroni 


le  car  that  became 
\l  in  America? 

better. 


.  Wind  noise  is  reduced  to  a 
;per,  while  special  acoustical 
lation  ail  but  banishes  road 
e  from  the  interior. 

More  Powerful 

le  LeSabre's  3800  V6  engine 
offers  even  more  horsepower, 
t  gets  an  EPA  estimate  of  18 
s  per  gallon  city/28  highway. 
)  learn  more  about  the 


qualities  that  make  the  new  Buick 
LeSabre  even  better,  please  call 
1-800-531-1115. 
Or  better  yet,  we  invite  you  to 


see  your  Buick  dealer  and  enjoy  a 
test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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BLAUPUNKT  TravelPilor"^ 

Vehicle  Navigation  System 


Compass 
North 


Destination  Located 
Between  Two  Stars 


Main  Menu  BuUon 

Map  Orientation:  Either 
North  or  Straight  Ahead 

Information  Button 

Show  More  Street  Names 

Reposition 
Cursor  Left 
or  Righl 


Current  Location  and . 
Direction  of  Travel 


1.3  Ml 

£  MAIN  ST 

Zoom  Out 


Map  Scale 
(1  mile 
shown) 


Zoom  In 


i||g||||jP~^Bngh^^^^ 


The  Blaupunkt  Travelpilot^^  is 
a  vehicle  navigat:ion  system 
designed  t:o  help  drivers  know 
where  t:hey  are  at:  all  t:imes 
and  to  help  them  find  their 
way  to  a  desired  destination. 


dent  signals  through  the  same 
Hne.  Several  cars  use  local 
multiplexing  now  to  reduce  the 
wiring  into  doors  that  are 
equipped  with  power  windows, 
locks,  and  mitrors. 

Eventually,  auto  makers  say, 
they  may  be  able  to  use  a  few 
strands  of  fiber  optic  cable  to 
weave  together  the  various 
computers  and  sensors  aboard 
the  cars  and  tiTicks  ol  tomoiTow. 
Earlier  this  year  General  Motors, 
Ford,  and  Chr\sler  annoimced  a 
joint  research  program  on  multi- 
plexing. 

In  the  meantime,  engineers  are 
intrigued  by  the  idea  of  adding 
more  intelligence  to  sensors  and 
electric  motors  —  the  gadgets 
that  sei"ve  as  the  nerves  and 
muscles  of  today's  car  computers. 


They  talk  of  putting  "smart"  chips 
in  each  device  so  a  car's  comput- 
ers can  monitor  the  health  of 
their  own  netwoi'ks. 

COMMUmATlONS 

Smart  cars  aren't  just  helping 
their  owners  drive  more  comfort- 
ably and  safely.  They're  also 
making  it  easier  to  get  where  you 
want  to  go  faster  and  with  less 
hassle.  Here's  how. 

Navigators 

Computerized  navigation  aids 
have  been  on  the  market  in  Japan 
lor  several  years.  Similar  units 
will  be  showing  up  as  original 
equipment  in  American-made 
cars  within  a  few  years.  Experts 
say  they'll  be  standard  equip- 
ment —  and  considerably 
cheaper  than  tlie  $3,000-plus 
price  tags  typical  today  —  on 
many  cars  by  the  year  2000. 

Navigators  display  color  maps 
on  a  small  television  screen 
mounted  in  the  dash.  The  maps 
show  you  where  vour  car  is, 
and  can  be  adjusted  in  scope  to 
show  one  city  block  or  a  100- 
mile  square. 

The  systems  use  at  least  two 
inputs  to  keep  track  of  your 
position.  First,  they  monitor  your 
speed  and  direction  to  estimate 
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While  driving,  Blaupunkt 
Travelpilot's  '  moving-map 
display  scrolls  and  rotates 
under  an  arrow-shaped 
cursor  just  as  the  road 
appears  to  move  and  turn 
relative  to  the  car. 


where  you  are  at  any  moment. 
They  also  adjust  their  calcula- 
tions every  time  you  turn  a 
comer  by  checking  their  "dead 
reckoning"  estimate  against  a 
set  of  maps  stored  on  tape  or 
compact  disk. 

These  aids  assume  you're 
always  on  a  road,  so  they  aren't 
very  usehal  for  off-road  treks 
through  the  wilderness.  And 
because  they  rely  on  turns  to 


o 


verify  vehicle  position,  they  can 
get  confused  if  your  route  mns 
for  miles  and  miles  down  the 
same  highway. 

A  third  navigational  aid,  satel- 
lites, can  eliminate  that  concern. 
Some  navigators  include  input 
ft-om  the  global  positioning 


satellite  system  used  worldwide 
by  ships  and  airplanes.  Signals 
from  the  satellites  can  be  picked 
up  by  a  flat  antenna  measuring 
only  2x2  inches,  mounted  on 
the  roof. 


OfaUthe 
car  companies  in 

the  world,  only 

one  lets  you  choose 

the  car  or  truck 
you  want...and 

now,  the  warranty 

you  need. 


elio 


OWNER'S  CHOICE 
PROTECTION  PLAN 


POWERTRAINOR 

A 


BUMPER-TO-BUMPER 


If  there's  one  thing  we  all  value  as 
Americans,  it's  Freedom  of  Choice. 
With  that  in  mind,  Chrysler  introduces 
the  Owner's  Choice  Protection  Plan. 
The  way  it  works  is  simple.  Now  buyers 
of  all  1992  Chrysler  products  can 
choose  between  an  all  new^  3 -year 
36,000-mile  bumper-to-bumper  war- 
ranty. Or  our  legendaiy  7-year/ 70,000- 


mile  powertrain  protection.*  You  won't 
have  a  choice,  however,  on  deductibles 
because  there  are  no  deductibles.  Basic- 
ally, all  we  did  was  take  one  of  the  best 
warrant)^  programs  in  the  business  and 
made  it  100"/)  better.  Tiy  getting  this 
kmd  of  choice  from  any  other  manufac- 
turer, from  anywhere  in  the  world.  We 
think  tliat's  Advantage:  Chrvsler. 


ADVANTAGE  :  CHRYSLER  IV 


CHRYSLER   ■   PLYMOUTH       DODGE      DODGE    TRUCKS  JEEP,. 


EAGLE 


See  these  limited  warranties  at  dealer.  Restru  tions  apply.  3/3ti  exi  ludes  nonnal  maintenante.  ad|ustments  and  wear  items. 
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The  ideal  venir:;le  for  people  who  have  to  get  the  job  done  while  on 
the  road  has  r  eached  the  concept  stage  and  is  making  the  US  auto 
show  rounds.    Aptly  named  the  desk  Orive,  it's  a  Ford  Explorer  fully 
equipped  with  state-of-the-art  office  and  communications  gear  as 
well  as  a  Ford  JBL.  sound  system,  TV,  microwave,  refrigerator  and 
coffee  maker. 
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Interference  from  buildings  and 
Bountains  give  a  satellite-only 
lavigation  system  problems  of 
ts  own.  But  combined  with  dead 
-eckoning  technology,  they  can 
lelp  prevent  your  car  ft  om 
jetting  "lost"  if  it's  towed  or 
ransported  by  feny. 

Navigators  are  more  than 
ust  fancy  TV  versions  of  the 
;rumpled  paper  map  you  have  in 
^our  glovebox.  For  one  thing, 
hey  can  instantly  show  you 
vhere  you  are.  Punch  in  your 
lestination,  and  many  will 
;alculate  your  route.  Some  will 
?ven  "talk"  you  to  your  target  by 
;uch  audio  announcements  as 
'turn  left  at  the  next  comer." 

That's  fine  as  long  as  you  know 
Adhere  your  destination  is,  but 
vhat  if  you  don't?  Just  such  a 
situation  might  arise  if  you're 
Irivlng  to  a  meeting  at  an  address 
n  an  unfamiliar  city.  There'd  be 
lo  problem  if  your  vehicle  was 
ising  navigation  technology 
ieveloped  by  Etak  Inc.  of  Menlo 
J'ark,  California. 

The  Etak  system  works  off  a 
jeries  of  digital  maps.  You 
;imply  enter  an  address,  and  it 
>hows  you  where  it  is  —  and 
A'here  you  are  in  comparison. 


Similarly,  the  unit  could  be  used 
lo  find  the  nearest  Holiday  Inn 
or  Amoco  gas  station. 

Etak  marketed  its  first-genera- 
tion navigation  system  for  $1 ,000 
through  auto  stereo  shops  in  the 
mid-1980s.  It  also  licensed  the 
technology  to  GM. 

Now  a  much  more  sophisti- 
cated version  is  being  sold  in 
California,  Hawaii  and  Nevada 
by  Bosch  as  the  Blaupunkt 
Travelpilot™.  New  regions  will 
be  added  as  the  necessarily  digital 
mapping  is  completed.  Travel- 
pilot  retails  for  $3,495,  not 
including  installation. 

Phone  Systems 

Like  'em  or  not,  cellular  tele- 
phones are  here  to  stay.  The  next 
wiinkle:  A  satellite-based  network 
that  will  let  you  call  h  om  any- 
where in  the  countiy,  no  matter 
how  remote  the  location. 

The  system  will  be  offered  in 
1994  by  the  American  Mobile 
Satellite  Coip.,  a  consortium  led 
by  Hughes  Communications  Inc. 


HCI  says  the  network  —  intended 
for  use  by  ships,  planes  and 
emergency  vehicles  as  well  as 
ordinary  motorists  —  will  serve 
Canada,  the  United  States, 
Mexico  and  all  the  coastal  waters 
of  North  America. 

The  network  will  use  two 
satellites  orbiting  at  22,300  miles 
above  North  America.  Placed  in 
geosynchronous  orbit,  the 
spacecrafts  will  appear  to  float  in 
one  spot,  delivering  uninter- 
mpted  service  around  the  clock. 

Displays 

Tomonow's  smart  cars  are  all 
but  certain  to  use  fomiattable 
video  displays  in  place  of  today's 
aiTay  of  dials  and  gauges.  Jack 
Haze,  sales/marketing  manager 
for  Panasonic's  Automotive 
Industrial  Group  in  Plymouth, 
Michigan,  predicts  some  auto 
makers  will  eventually  use  a 
single,  three-screen  cluster  for  all 
their  models.  Switching  chips 


Supply  Side  Economics  From 
America's  Longest-Lasting  Tmcks* 


Reliable  Supply.  Economical  Upfitting. 

If  you  need  it  now,  we've  got  it  for  you.  Full-size  Chevy  Vans  are  in  full 
production  right  now,  with  no  potential  start-up  glitches  for  you  to  worry  about. 

Economical  upfitting,  too.  There's  no  costly  interior 
redesign  required.  Chevy  Vans'  interior  dimensions 
remain  the  same. 

And  full-size 
Chevy  Vans  give  you 
other  advantages,  too. 
With  more  maximum 
cargo  room  than 
competitive  vans  from 

Ford  or  Dodge.  Plus  the  important  assurance  of  GM's  new 
no-deductible  3-year/36, 000-mile  Bumper  to  Bumper  Plus 
Warranty^  And  over  the  years,  Chevys  have  proven  to  be 
America's  longest-lasting  trucks*  Chevrolet.  The  trucks 
you  can  depend  on.  The  trucks  that  last. 

For  more  details  on  Chevy's  advantage,  talk  to  us. 
The  industry's  biggest  fleet  sales  and  service  organization  is  ready  to  assist  you. 
Call  Chevrolet  Fleet  Sales,  at  1-800-248-2897. 


^^^^^^^ 

p..  *Based  on  registration  data,  10811990.  tTalk  to  Chevrolet  Fleet  Sales  for  terms  of  this  limited  warranty.  Chevrolet  and  the  Chevrolet 
ulVI      emblem  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1991  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


The  Heartbeat  Of  America  Is  Wimiing; 

TODAf' S  FLEET  COMPANY  IS  CHEVROLET.^ 
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Orivers  of  the  1  SSS  Pontiac  Bonneville  SSE  and 
SSEi  models  can  keep  their  eyes  on  the  road  and 
still  view  pertinent  data  thanks  to  CJelco  Electron- 
ics Corporation's  Head-Up  Display  CHUO]. 


will  allow  them  to  customize 
the  displays  with  different  colors, 
analog  versus  digital  readouts, 
and  so  on. 

Such  displays  are  likely  to  show 
only  such  necessai"y  data  as  speed 
and  fuel  level  under  noimal 
operating  conditions.  They'll 


"intcnaipt"  with  other  infoniia- 
tion  —  about  low  tire  pressure, 
for  e.xample  —  as  needed  or 
requested  by  the  di  iver. 

A  second  screen  will  report  on 
other  car  systems  such  as  naviga- 
tion, climate  control,  sound 
system,  and  trip  data.  Oldsmobile 


pioneered  the  use  of  touch  screen 
displays  in  its  1 989  Toronado,  but 
the  use  of  TV  screens  to  display 
primary  driver  infotmation  is  still 
a  few  years  away. 

Anothei-  space-age  technology 
that's  already  upon  us  is  the  so- 
called  head-up  display.  HUDs  are 


Special  Advertising  Section 


Telet;rac  provides  S<t-hour 
vehicle  security  service  for 
consumers  who  want:  to  pro- 
tect their  cars  from  theft. 
This  vehicle  security  service 
locates  a  car  the  minute  it 
is  hot-wired  through  a  small 
unit  hidden  in  the  car  which 
emits  a  signal.    Teletrac  staff 
works  with  the  police  agency 
of  jurisdiction  to  aid  recovery. 
Currently  serving  Los  Angeles 
and  counties  south,  Teletrac 
plans  to  expand  its  services 
to  S4  metropolitan  areas. 


commonly  found  in  jet  fighters, 
where  they  project  flight  infoiTna- 
tion  onto  the  canopy  so  pilots  can 
read  their  instruments  without 
taking  their  eyes  off  their  targets. 

Applied  to  cars,  a  HUD  allows 
you  to  check  your  speed  or  turn 
signal  indicators  without  lower- 
ing your  eyes.  And  because  its 
image  seems  to  hover  ahead  of 
your  car,  your  eyes  don't  have  to 
refocus,  either.  GM  introduced 
the  first  production  HUD  in  its 
1988  Oldsmobile  Cutlass 


Supreme.  You'll  find  a  next- 
generation  design  in  the  1 992 
Pontiac  Boneville  SSEi. 

GM  is  also  experimenting  with 
a  holographic  device  to  take  the 
place  of  today's  center-mounted 
brake  light.  The  objective:  To 
provide  the  safety  of  the  extra 
warning  light  while  eliminating 
the  usual  housing  which  reduces 
rear  window  visibility. 


Uehicle  Locators 

Worried  about  having  your  car 
stolen?  There  are  dozens  of  anti- 
theft  systems  available  to  help 
thwart  thieves,  including  many 
good  systems  that  can  be  in- 
stalled at  the  factory  when  you 
order  your  new  car  or  tmck. 
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Some  of  these  alanns  come 
standard,  while  aftennarket  units 
may  cost  anywhere  ti  om  a  few 
hundred  to  several  thousand 
dollars. 

One  of  the  newest  wrinkles  in 
anti-theft  gear  doesn't  prevent 
auto  theft  at  all.  Instead,  it  helps 
police  find  your  vehicle  after  it's 
taken.  Lo-Jack  (about  $595) 
hides  a  small  radio  beacon  in 
your  car  that  can  be  activated  by 
police  departments  if  you  report 
the  vehicle  stolen.  But  depart- 
ments must  have  special  tracking 
equipment  to  trace  your  vehicle. 

A  newer  system  takes  another, 
more  sophisticated  approach. 
International  Teletrac  Systems  of 
Inglewood,  California  is  rolling 
out  a  system  ($599  to  $699,  plus 
$12-$  16  per  month  monitoring 
fee)  that  actually  tracks  a  stolen 
vehicle  automatically. 

Like  Lo-Jack,  Teletrac  relies 
on  a  hidden  transmitter  in  your 
car.  But  Teletrac  uses  its  own 
network  of  receiving  antennas  in 
your  metropolitan  area  to  do 
the  tracking  whenever  your  car 
is  started  without  a  noi  mal 
ignition  key. 

If  that  happens,  the  transmitter 
alerts  a  local  Teletrac  control 


c 

When  a  car  is  hot-wired,  Teletrac's  vehicle  locator  unit  tVLUI 
installed  in  the  car  transmits  emergency  signals.    Teletrac  control 
center  receives  the  signals  and  then  instructs  paging  transmitter 
to  send  activation  signals  to  the  VLU  (S].    Paging  transmitter 
instructs  VLU  to  send  spread  spectrum  location  signal  C31.  VLU 
sends  signal  to  the  control  center  Control  center  calculates 

vehicle  location  information  C5I. 


BUiality  is  Job  L 
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tnight)    Federal  transportation 
studies  say  traffic  will  double  in 
volume  over  the  next  30  years. 
Without  better  coordination  of 
traffic  flow,  experts  warn,  it 
could  take  five  times  as  long  to 
travel  by  highway  in  SOSO  as 
it  does  today. 

CBelow]    The  solution  may  be 
"smart  streets"  that  fei^d  data 
to  on-board  displays  ifj'niait 
show  drivers  how  to  avoid  tie- 
ups. 


center,  which  uses  its  antenna 
giid  to  plot  your  car's  route  on  a 
computerized  map.  The  center 
alerts  the  proper  police  depart- 
ment of  a  possible  theft  even 
before  you  know  your  car  is  gone. 
It  can  also  supply  cniising  police 
cars  with  up-to-the-second 
infonnation  about  where  a  thief 


is  taking  your  vehicle. 

The  Teletrac  system,  which 
uses  Etak's  digital  mapping 
technology,  has  more  uses.  A 
"roadside  assistance"  feature 
includes  a  button  you  push  if 
your  car  breaks  down.  That 
alerts  the  Teletrac  command 
center  you're  in  trouble  and  tells 
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it  where  you  are.  The  center  then 
dispatches  a  tow  truck  automati- 
cally. And  fleet  operators  can  use 
a  variation  of  the  system  to  tell 
where  their  delivery  vehicles  are 
24  hours  per  day. 

Teletrac  debuted  in  Los  Angeles 
late  last  year,  and  has  been 
introduced  in  Chicago,  Detroit 
and  Dallas  this  fall.  A  host  of 
additional  metropolitan  areas 
are  scheduled  to  add  the  service 
in  1992. 

SMART  STREETS 

As  cars  get  smarter,  can  smart 
streets  be  far  behind?  Not  if 
traffic  engineers  have  anything  to 
say  about  it.  They're  working  on 
various  traffic  management 
systems  collectively  known  as 
"intelligent  vehicle/highway 
systems,"  or  IVHSs. 

Europe,  where  urban  traffic 
crawls  along  at  less  than  1 0 
m.p.h.  on  average,  has  taken  the 
lead.  It  is  midway  through  a 
seven-year  project  called 
Prometheus  it  hopes  can  unclog 
streets  and  highways.  The 
program  would  monitor  traffic 
flow,  use  on-board  navigation 


computers  to  guide  drivers  along 
fastest  routes,  equip  vehicles  so 
they  can  warn  each  other  about 
problems,  and  develop  vast 
centralized  control  networks  to 
help  direct  traffic. 

Similar  efforts  have  begun  in 
Japan.  Research  has  also  started 
in  the  United  States,  though  more 
modestly.  Last  year  GM  tested  a 
dozen  cars  in  Los  Angeles  that 
were  equipped  with  devices  to 
advise  drivers  of  alternate  routes 
when  freeway  traffic  backed  up. 

This  summer  Motorola  Inc. 
launched  a  five-year  project 
called  ADVANCE,  short  for  ad- 
vanced driver  and  vehicle 
advisory  navigation  concept,  to 
do  the  same  for  5,000  specially 
outfitted  cars  in  Chicago  in  1993. 
The  Motorola  system  includes  a 
voice  synthesizer  to  give  drivers 
verbal  directions. 

City  dwellers  don't  have  much 
trouble  seeing  the  potential  in 
such  systems.  But  don't  hold 
your  breath  waiting  for  the 
technology  to  be  implemented. 
The  two  big  questions:  Who 


will  pay  for  all  the  traffic  sensors 
and  broadcasting  equipment 
needed  to  make  them  work?  And 
how  much  will  the  on-board 
hardware  cost  consumers?  At 
this  point,  nobody  knows. 

SUMMARY 

There's  no  question  that  cars 
and  tnjcks  are  getting  smarter. 
But  the  cost?  That  will  be  de- 
termined primarily  by  the  price 
of  new  sensing  equipment,  not 
computing  power.  Even  that  cost 
is  beginning  to  plateau,  as  one 
new  system  becomes  able  to 
"boiTow"  the  sensors  of  another. 

The  payoff  for  consumers  will 
be  cars  and  tmcks  with  higher 
safety,  more  convenience  and 
greater  comfort.  And  they'll  be 
able  to  operate  those  vehicles 
with  less  stress.  It's  a  smart 
bargain. 


William  J.  Hampton  is  based  in  Detroit 
and  has  reported  on  the  auto  industry  for 
various  publications  since  197 1 . 


T  R  E  E  r    S  M  A  R 


Here's  a  quick  traffic  quiz  for  people  who  do  their 
commuting  by  car: 

■  Does  it  seem  to  take  you  longer  and  longer  to  drive 
where  you  want  to  go? 

■  Have  you  noticed  traffic  is  heavier,  even  during  off- 
travel  periods? 

■  Is  it  getting  tougher  to  make  a  left  at  that  traffic 
light  on  the  corner? 

■  Do  you  feel  like  everyone  else  has  discovered  your 
favorite  shortcuts? 

If  you  answer  "yes"  to  any  of  the  above  questions, 
you're  ready  for  smarter  streets. 

The  concept  is  simple  enough:  Load  up  streets  and 
highways  with  sensors  that  monitor  traffic,  boil  down 
the  data  into  up-to-the-minute  reports,  and  feed  the 
information  to  motorists  as  they  drive. 

The  experts  call  them  intelligent  vehicle  highway 
systems,  or  IVHSs.  More  than  a  dozen  variations  of 
such  networks  are  being  tested  all  over  the  world 
right  now.  The  details  of  each  system  vary  dramati- 
cally. But  the  objective  —  to  smooth  traffic  flow  — 
is  the  same. 

The  potential  market  for  IVHS  equipment  is  huge. 
Siemens  Automotive  estimates  it  will  reach  $5  billion 
in  the  United  States  alone  by  the  end  of  the  199Gs. 
It  figures  the  market  will  multiply  three-fold  in  the 
early  part  of  the  next  century. 

Most  systems  include  electronic  maps  or  indicators 
for  cars.  The  devices  tell  drivers  when  and  how  to 
take  alternate  routes.  Others  measure  traffic 
volume,  adjusting  the  timing  of  street  signals  to 
maximize  flow. 

IVHS  is  no  scheme  cooked  up  by  computer  salesmen 
with  nothing  better  to  do.  To  hear  the  experts  tell  it, 
we  may  have  no  choice  but  to  let  our  roadways 
start  telling  us  where  to  go. 
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According  to  the  U.S.  Department  of  Transportation, 
traffic  volume  will  double  its  present  level  by  the  year 
2G20.  By  then,  DOT  estimates,  it  could  take  you 
five  times  as  long  to  travel  a  stretch  of  freeway  as  it 
does  today. 

Average  speeds  around  town  are  also  dropping.  In 
some  metro  areas,  they're  already  dipping  close  to 
the  9  m.p.h.  average  for  Europe's  big  cities. 

It's  not  just  the  inconvenience  of  slower  travel  that 
worries  planners.  All  those  delays  also  mean  billions 
of  gallons  of  wasted  fuel  —  and  greater  air  pollution 
at  the  same  time. 

The  good  news  is  that  everybody  will  benefit  from 
IVHS,  even  if  most  of  us  don't  drive  cars  equipped  to 
use  it.  Experts  say  congestion  can  be  eased 
significantly  when  )ust  one  car  in  10  carries  traffic 
monitor  equipment. 

That's  just  as  well  since  nobody  expects  smart 
streets  to  take  over  the  nation  anytime  soon. 
A  survey  by  the  University  of  Michigan  identifies  no 
less  that  10  variations  of  IVHSs,  and  says  all  of 
them  will  be  ready  for  demonstration  by  the  end  of 
the  decade.  On  the  other  hand,  says  the  study, 
widespread  use  of  these  systems  could  be  50 
years  away. 

Just  figuring  out  how  to  make  all  the  alternative 
systems  compatible  will  be  a  big  headache. 

In  the  meantime,  high  cost  will  slow  the  implementa- 
tion of  smart  streets.  Siemens  Automotive,  which 
expects  to  begin  tests  of  an  IVHS  it  calls  FAST-TRAC 
outside  Detroit  in  December,  figures  it  will  cost 
$100  million  to  implement  the  system  in  one 
surrounding  county  alone. 

That  may  be  cold  comfort  the  next  time  you're 
stuck  in  a  traffic  jam.  But  at  least  you'll  know  help 
is  on  the  way. 


ANNOUNCING  A 
TIRE  THAT  MAY  LAST 
ASIONGASYOU 
Omi  YOUR  CAR. 


*Our  tiew  all-season  radial 
is  backed  by  an  80,000  mile 
eadwear  limited  warran 
See  dealer  for  details 


Extra  rubber, 
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new  design 
ensures  even 
wear  for  even 
higher  mileage 


Rest  easy.  With  the 
smooth,  quiet,  comfortable 
ride  we're  famous  for. 


Once  again  Michelin  raises 
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EWS    f=ROM    THE    ENGINE  ROOM 


When  it  comes  to  how  we  power  our  cars,  there 
hasn't  been  much  news  since  the  internal  combus- 
tion engine  took  over  more  than  80  years  ago. 

But  now  tecl  inology  is  brewing  up  interesting 
alternatives  under  the  hood. 

Major  auto  makers  are  beginning  to  take  electric 
cars  seriously.  They're  finding  new  ways  to  perk  up 
the  same  old  piston  engines.  And  they're  looking 
hard  at  an  automotive  version  of  the  "two-stroke" 
powerplant  used  in  chain  saws  and  outboard  motors. 

Call  it  a  quest  for  cleaner  air.  Or  a  search  for 
improved  fuel  economy  or  both. 

Dabbling  with  alternate  power  sources  is  nothing 
new  for  Detroit,  of  course.  The  industry's  last 
serious  look  came  in  the  early  1 970s  when 
carmakers  experimented  with  everything  from 
turbines  to  steam  engines. 

But  vehicle  manufacturers  came  up  empty-handed. 
The  biggest  problems:  poor  performance  and  high 
costs.  Meanwhile,  the  industry  learned  how  to 
squeeze  higher  and  cleaner  performance  from  the 
trusty  four-stroke  piston  engine. 

Today,  auto  makers  are  taking  another  look  at  their 
options.  In  some  regions  poor  air  quality  is  all  but 
mandating  alternatives  to  the  internal  combustion 
engine.  The  most  attractive  backup:  electric  cars. 

General  Motors  C  .rp.  hopes  to  be  first  to  market 
with  its  Impact  electric.  The  stylish  four-seater 
accelerates  smartly,  has  a  top  speed  of  75  m.p.h. 
and  can  cruise  12Q  miles  at  55  m.p.h.  GM  plans  to 
begin  building  the  impact  in  Lansing  Michigan,  a  few 
years  from  now. 

Short  range  and  long  recharging  times  have  been 
one  of  the  major  shortcomings  of  electric  cars. 
Nissan  Motor  Co.  says  it  has  cured  the  second 
problem  with  a  new  battery  that  can  be  recharged 
in  only  1 5  minutes. 


GM's  Impact  needs  several  hours  to  recharge.  But 
GM,  Ford  and  Chrysler  have  formed  the  United 
States  Advanced  Battery  Consortium  to  develop  still 
more  advanced  energy  sources  for  electric  cars. 

Not  that  auto  makers  are  giving  up  on  piston  power. 
On  the  contrary.  Virtually  every  major  manufacturer 
is  looking  at  two-stroke  piston  engine  designs  like  the 
ones  used  in  outboard  motors,  weed  trimmers  and 
chain  saws. 

Such  engines  get  their  name  from  their  ability  to 
perform  all  four  cycles  in  internal  combustion  — 
intake,  compression,  ignition  and  exhaust  —  in  only 
two  piston  strokes.  The  piston  engines  in  conven- 
tional cars  require  four  strokes. 

Two-stroke  engines  are  lighter,  smaller  and  more 
powerful  per  pound  than  four-stroke  engines.  That 
translates  into  better  fuel  economy,  it  would  also 
mean  much  smaller  engine  compartments  and  more 
aerodynamically  designed  cars. 

But  controlling  emissions  from  two-stroke  engines 
is  tricky.  Auto  makers  say  they  are  still  not  satisfied 
that  the  technology  will  meet  current,  let  alone 
proposed,  federal  emission  standards. 

While  they  continue  to  tinker  with  two-stroke  en- 
gines, car  companies  are  also  wringing  more 
performance  from  the  venerable  four-stroke  engine. 
Honda  and  Mitsubishi  have  each  introduced  "lean 
burn"  engines  that  promise  high  fuel  economy  by 
coaxing  combustion  from  leaner-than  normal  air/ 
fuel  mixtures. 

Honda  debuted  its  lean-burn  engine  this  fall  in  the 
1 992  Civic  VX.  The  car  gets  roughly  45%  better  city 
fuel  economy  than  this  year's  Civic.  But  lean-burn 
technology,  studied  extensively  by  Ford  in  the 
mid-1 97Gs,  seems  to  work  well  only  in  very  small 
engines.  Even  Honda  and  Mitsubishi  aren't  planning 
to  use  their  systems  in  bigger  cars. 
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Advantage:  Eagle 

Eagle  Talon  TSi  with  available  all-wheel  drive  and  195  horsepower  turbocharged,  intercooled  engine  is  backed  by  Chrysler's  new  Owner's  Choice 
Protection  Plan  for  1992  models.  This  plan  includes  a  3-year/36,000-mile  bumper-to-bumper  warranty  with  5-year/60,000-mile  powertrain  protection, 
s^K-sx  or  a  12-month/12,000-mile  basic  warranty  with  7-year/70,000-mile  powertrain  protection.  Your  choice.  And  with  no  deductible.  See 
^'-'^  limited  warranties,  restrictions,  and  details  at  dealer  Excludes  normal  maintenance,  adjustments,  and  wear  items.  Anti-lock  brakes  are 
IS^J^,  optional.  For  more  information  about  Eagle  Talon,  or  how  to  buy  or  lease  one,  call  1-800-JEEP-EAGLE.     Buckle  up  for  safety. 
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INVESTIGATIONS! 


MAKING  MARC  RICH 
SQUIRM 


The  Steelworkers  could  hinder  his  attempts  to  return  to  the  U.S. 


Four  officials  of  the  United  Steel- 
workers  got  a  nasty  reception  on 
Oct.  8,  when  they  crashed  the  an- 
nual shindig  for  traders  on  the  London 
Metal  Exchange  (L?.iE).  As  the  unionists 
handed  out  "Wanted:  Marc  Rich"  post- 
ers to  black-tie  guests  at  London's  fash- 
ionable Grosvenor  House  Hotel,  four 
men  emerged  from  a  black  BMW  and 
threatened  to  "hurt"  the  leafleters  if 
they  didn't  withdraw,  claims  Joseph  B. 
Uehlein,  one  of  the  LSW  four.  The  next 
dav,  two  of  the  Americans  sav,  theii- 


A  USW  FITER  MSTRIBUfED  AT  A  RECENT 
CATHERING  OF  lONDOH  METAl  TRADERS 


hotel  rooms  were  entered  and  searched. 

What  beef  does  a  U.  S.  union  have 
with  Rich,  a  commodities  whiz  who  con- 
trols a  $30  billion-a-year  trading  opera- 
tion in  40  countries?  The  USW  claims 
Rich  is  an  influential  absentee  owner  of 
Ravenswood  Aluminum  Corp.,  a  private 
West  Virginia  company  that's  locked  in 
a  violent  labor  dispute  with  1,700  USW 
members.  The  union  has  picketed  his  si.x- 
story  headquarters  in  Zug,  Switzerland, 
enlisted  the  aid  of  European  unions,  and 
called  for  a  congressional  investigation 
of  Rich's  U.  S.  government  contracts. 


These  are  standard  tactics  in  labor  dis- 
putes— and  ordinarily  about  as  bother- 
some as  a  gnat  to  someone  of  Rich's 
estimated  $8  billion  net  worth.  Except 
for  this:  Rich  has  wanted  to  return  home 
ever  since  he  fled  the  U.  S.  eight  years 
ago,  just  ahead  of  a  65-count  federal 
indictment  for  criminal  tax  evasion  and 
racketeering.  Because  his  ailing  mother 
lives  in  Manhattan,  as  does  his  es- 
tranged wife,  Denise,  who  recently  re- 
turned with  the  youngest  of  their  three 
daughters,  he  has  recently  stepped  up 
these  efforts. 

Indeed,  Rich's  lawyers,  includ- 
ing Washington's  Leonard  Gar- 
ment, make  regular  overtures  to 
the  Justice  Dept.  "to  negotiate 
terms  of  his  surrender,"  says  a 
Justice  official.  That's  a  matter  of 
some  urgency,  because  the  U.  S. 
government  is  offering  a  $750,000 
reward  for  Rich.  And  because  the 
USW  dispute  is  dragging  Rich  back 
into  the  limelight — and  providing 
an  unusual  look  at  his  secretive 
U.  S.  empire,  which  has  rarely 
been  scrutinized  before. 

Born  in  Belgium,  Rich  moved  to 
the  U.  S.  with  his  family  in  1941  at 
the  age  of  eight.  In  1954,  he  joined 
Philipp  Brothers  Inc.,  a  leading 
commodity  trader.  Credited  with 
developing  the  independent  spot 
market  for  oil  in  the  early  1970s, 
Rich  later  started  his  own  compa- 
ny, which  grew  to  $10  billion  in 
sales. 

Then,  in  1983,  his  troubles  be- 
gan. The  U.  S.  Attorney's  office  in  Man- 
hattan indicted  Rich,  his  partner  Pincus 
"Pinky"  Green,  and  Marc  Rich  &  Co.  on 
charges  of  rigging  a  huge,  illegal  oil- 
pricing  scheme,  evading  $48  million  in 
taxes,  and  illegally  buying  oil  from  Iran 
during  the  1979  hostage  crisis.  Shortly 
before  the  indictments.  Rich  claimed  to 
have  sold  his  U.  S.  operating  arm.  Marc 
Rich  &  Co.  International  Ltd.,  to  Alex 
Hackel,  an  unindicted  partner  in  Switzer- 
land. The  company  was  renamed  Claren- 
don Ltd.,  and  another  unindicted  Rich 
employee,  a  top  aluminum  trader  named 


Willy  R.  Strothotte,  was  made  chief  op- 
erating officer  and  later,  president. 

The  new  entity  seems  to  have  existed 
in  name  only.  The  judge  hearing  the  in- 
dictments called  the  maneuvers  a  "ploy" 
to  avoid  the  $50,000-a-day  fine  he  had 
slapped  on  Rich's  U.  S.  company.  He  not- 
ed that  Clarendon  employed  the  same 
people  as  before  and  was  still  headquar- 
tered in  Rich's  offices  in  Zug — as  it  is 
today.  Ultimately,  Rich  paid  the  fine  as 
part  of  a  $171  million  settlement  of  civil 
charges  against  Clarendon. 
CLEAN  FACE.  Ever  since,  Clarendon  offi- 
cials have  insisted  that  Rich  no  longer 
controls  the  company.  They  have  good 
reason  to  do  so:  Rich's  indictment  drove 
away  customers,  say  federal  prosecutors 
in  the  case.  By  distancing  himself  from 
the  company — he  still  owns  49^( — Rich 
gave  Clarendon  a  clean  face.  Then,  he 
used  it  to  expand  vigorously  in  the  U.  S., 
first  in  commodity  trading  and  subse- 
quently, in  aluminum  production. 

The  first  major  step  came  in  1986, 
when  Clarendon  signed  a  10-year  agree- 
ment to  buy  all  800,000  tons  of  alumina 
produced  annually  by  a  Jamaican  compa- 
ny. Clarendon  sells  most  of  the  semi- 
refined  white  powder,  which  is  used  in 
smelting  aluminum,  to  major  U.  S.  pro- 
ducers. Then,  Clarendon  got  into  smelt- 
ing. It  took  a  part  ownership  in  at  least 
four  smelters,  then  signed  agreements 
for  each  to  process  alumina  that  Claren- 
don supplies.  These  were  often  sweet 
deals.  For  instance.  Clarendon  paid  a  re- 
ported $40  million  to  buy  27'  r  of  an  Alu- 
max  of  South  Carolina  Inc.  plant  in  Mt. 
Holly,  S.  C.  Clarendon's  share  of  output 
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45,000  tons  of  aluminum  a  year.  Ana- 
'sts  say  a  smelter  to  produce  that  much 
ould  cost  about  $220  million  to  build. 

With  such  deals,  Clarendon  bought 
lajor  positions  in  the  U.  S.  aluminum 
idustry.  Today,  it  controls  more  than  a 
lird  of  the  world  market  for  indepen- 
ent  primary  aluminum  and  alumina,  ac- 
Drding  to  major  rivals.  "You  cannot  do 
usiness  in  the  aluminum  industry  with- 
ut  doing  business  with  Marc  Rich," 
lys  a  senior  Alcan  Aluminum  official. 

As  Clarendon  expanded,  it  spawned 

labyrinth  of  subsidiaries  and  part- 
T  owned  companies 
imed,  prosecutors  say, 
t  insulating  the  fugi- 
ve  executive  from  no- 
ce  of  his  U.  S.  activi- 
es  (table).  Take  Ormet 
orp..  Clarendon's  next 
ig  investment  after 
[t.  Holly.  Ormet  was 
n  alumina  and  smelt- 
ig  operation  jointly 
wned  by  Revere  Cop- 
er Products  Inc.  and 
.lusuisse,  a  Swiss  alu- 
linum  company.  In 
986,  an  investment 
roup  including  Stroth- 
tte  bought  the  compa- 
y  for  a  cheap  $98  mil- 
on.  Clarendon  used  a 
imilar  approach  in  ear- 
r  1989,  when  Stroth- 
tte  and  others  bought 
:avenswood,  then  a 
nit  of  Kaiser  Alumi- 
um  &  Chemical  Corp. 
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RALLYING  IN 
RAVENSWOOD:  A 
WARNING  TO  OTHER 


The  Ormet  investors  joined 
forces  again,  including  R. 
Emmett  Boyle,  the  former  president  of 
Ormet,  who  became  Ravenswood's  chair- 
man; Stanwich  Partners  in  Stamford, 
Conn.;  and  Rinoman  Investment  in  Am- 
sterdam. Rinoman,  which  owns  487^  of 
Ravenswood,  is  1007f  owned  by  Stroth- 
otte.  Clarendon's  president. 

There  are  other  links  between  Ravens- 
wood  and  Rich.  Clarendon  supplies  Ra- 
venswood with  most  of  its  alumina.  Clar- 
endon also  buys  some  aluminum  pro- 
duced by  Ravenswood.  The  acquisition 


from  Kaiser,  for  $170  million  in  cash  and 
$180  million  in  assumed  liabilities,  was 
financed  with  a  $205  million  loan  from 
Ridgeway  Commercial,  a  Swiss  affiliate 
of  Clarendon.  The  investors  also  lined  up 
a  $140  million  line  of  revolving  credit  led 
by  Amsterdam's  NMB  Postbank,  which 
regularly  does  business  with  Rich.  "It's 
understood  that  Rich  is  behind  the  own- 
ership [of  Ravenswood  and  Ormet],  al- 
though I  never  knew  him  to  get  involved 
in  the  management,"  says  Thomas  J. 
McGinty,  who  sold  his  29%  Ormet  stake 
to  Strothotte  in  1989. 
'NOBODY'S  PUPPET.'  Boyle  adamantly 
denies  that  Rich  is  connected  to  Ravens- 
wood. He  argues  that  Rinoman  is  simply 
Strothotte  investing  as  an  individual.  "I 
resent  anybody  saying  I'm  a  puppet"  of 
Marc  Rich,  Boyle  snorts.  "I'm  nobody's 
puppet.  I  run  this  company."  Rich  him- 
self declined  to  discuss  the  issue.  A  let- 
ter BUSINESS  WEEK  sent  to  him  in  Zug 
elicited  a  response  from 
Robert  Thomajan,  a 
New  York  lawyer  on 
leave  from  his  firm  to 
work  for  Rich  in  Zug. 
Thomajan  says  Rich's 


MARC  RICH'S  TANGLED  U.S.  EMPIRE 


Marc  Rich  has  expanded 
his  U.S.  operations  ever 
since  he  fled  the  country 
in  1 983  ahead  of  a 
65-count  indictment. 


CLARENDON  LTD.  Holding  company  for  U.S. 
operations,  49%  owned  by  Marc  Rich  &  Co., 
based  in  Zug  with  offices  in  Stamford,  Conn. 
President:  Willy  R.  Strothotte 
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BERKELEY 
ALUMINUM  INC. 

Clarendon  affili- 
ate based  in 
Stamford,  Conn. 


ORMET  CORP. 

Aluminum  producer 
in  Hannibal,  Ohio. 
Clarendon  owns  6% 
and  controls  part  of 
its  output 


RIDGEWAY  COMMERCIAL 

Clarendon  affiliate  based  in 
Hergswil,  Switzerland,  sup- 
plied $205  million  for 
Rinoman's  purchase  of 
Ravenswood 


ALUMAX  INC.  Aluminum  smelter  in  Mt. 
Holly,  S.C.,  27%  owned  by  Berkeley. 
Clarendon  controls  75%  of  its  output 


RAVENSWOOD  ALUMINUM  CORP. 

Aluminum  producer  in 
Ravenswood,  W.  Va. 


company  "has  not  and  does  not  comment 
publicly  on  its  business  activities." 

Strothotte  sent  BliSlNESS  WEEK  a  let- 
ter, faxed  from  Rich's  Zug  headquar- 
ters, denying  any  "ownership  link"  be- 
tween Ravenswood  and  Clarendon  or 
Rich.  Strothotte  also  says  that  "efforts 
by  the  [usw]  to  involve  Clarendon  and 
its  shareholders  in  a  resolution  [of  the 
Ravenswood  dispute],  their  conduct  at 
the  LME  dinner,  and  the  rather  absurd 
reference  to  threats  are  all  misdirected 
and  serve  no  useful 
purpose."  In  response 
to  a  second  query,  he 
issued  further  general 
denials  but  did  not  reply 
in  detail  before  this  is- 
sue went  to  press. 

The  usw  concedes 
that  Boyle  is  the  prima- 
ry architect  of  Ravens- 
wood's  labor  policies. 
The  friction  began 
when  the  company's  la- 
bor contract  expired  a 
year  ago.  After  Boyle 
demanded  pay  cuts, 
talks  over  a  new  pact 
deadlocked.  Boyle  then 
locked  out  union  mem- 
bers and  hired  1,100 
replacements. 

Since  then,  there 
have  been  hundreds  of 
acts  of  vandalism  and 
clashes  between  Ra- 
venswood security 


His  holdings  are  con- 
trolled through  a 
labyrinth  of  subsidia- 
ries and  partly  owned 
companies 


RINOMAN  INVESTMENT  CO. 

Clarendon  affiliate  owned 
by  Strothotte.  Owns  48% 
of  Ravenswood 


DATA:  BW 
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How  "Street  Smart  Investors 
Get  That  Way... 


Wall  Street  smarts  don't  have  to  be  earned 
the  hard  (and  possibly  costly)  way  any- 
more. Today,  the  smart  money  gets  that 
way  by  investing  a  little  under  $10  in  this 
premier  stock  market  primer.  In  fact,  over 
500,0U0  well-thumbed  copies  of  this  mar- 
ket maven's  manual  are  already  out  there 
on  the  Street.  So. ..take  a  look  at  the  new 
Third  Edition.  You'll  find  all-new  chapters 
on  junk  bonds,  growth  stocks,  program 
trading,  precious  metals,  and  international 
investment-things  you  should  know  about. 
And  there's  a  complete  dictionary  of  terms  and  a  full  listing  of  investor 
research  resources  and  services  too-things  you're  going  to  need.  With  Street 
smart  information  like  this,  it's  easy  to  see  why  the  American  Library  Book 
Review  said  "Experience  may  be  the  best  teacher,  but  this  little  manual  runs  a 
close  second." 


Paper,  0-8306-0479-0,  240pp  ,  $9  95: 
Cloth,  0-8306-0482-0.  $21.95 


■Ml 


Business  McGraw-Hill 


At  your  local  bookstore— or  call  toll-free  1-800-2-MCGRA  W 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company  ' 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P.O  Box  .^021,  Glen  Kllyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton.  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 


guards  and  USW  members.  Boyle  hf 
spent  more  than  $1.5  million  to  fortil 
the  plant,  ringing  it  with  tractor-trailer 
railcars,  and  a  10-foot-high  barbed-wii 
fence.  The  union  has  spent  an  estimate 
$11  million  on  its  campaign,  large'] 
strike  benefits. 

Insiders  say  the  USW  wants  to  send 
message  to  other  aluminum  and  ste^ 
producers  not  to  try  the  same  thing.  Ii 
deed,  they  may  now  think  twice.  "Tf 
two  sides  are  in  a  death  grip,"  says  P 
ter  W.  Merner,  an  aluminum  analyst  ; 
Merner  Research.  USW  President  Lyr 
Williams  says  he  recently  persuaded  R, 
venswood's  biggest  customer  for  alun' 
num-can  sheet,  American  National  Ca: 
to  cancel  future  orders  that  represei 
23'a  of  Ravenswood's  sales.  Boyle  denit 
tliis.  American  National  won't  commen 
LONG  ROPE.  The  USW  also  hired  a  prival 
investigator  to  look  into  Ravenswood 
tangled  ownership — which  is  what  led 
to  Rich.  To  rope  him  into  the  dispute,  tf 
union  complained  to  Representative  Be 
Wise  (D-W.  Va.),  whose  district  include 
Ravenswood.  Now,  Wise's  subcommitte 
on  government  operations  is  investiga 
ing  allegations  that  Rich  &  Co.  m; 
have  traded  in  Iraqi  oil  during  the  Pe 
sian  Gulf  war.  This  would  have  violate 
both  U.  N.  sanctions  and  Swiss  law.  E'  pndl 
ropean  unionists  are  also  attackinj 
They're  trying  to  thwart  Rich's  attemp 
to  buy  Slovak  State  Aluminum  Co.  An  r> 
pro-union  politicians  in  the  Europea 
Parliament  have  e]uestioned  his  ethics. 

Rich's  lawyers  continue  to  press  f( 
his  return  to  the  U.  S.,  offering  to  pa 
multimillion-dollar  fines  he  still  owe 
Rich's  one  condition  is  that  he  avoid  pri 
on.  He  may  have  allies  in  the  State  Dep  il 
U.  S.  marshals  have  tried  several  time 
to  trap  Rich,  most  recently  in  Septen 
ber,  when  they  alerted  officials  in  Fii 
land  that  he  was  due  to  arrive  by  privat 
plane.  But  in  that  instance,  as  in  prev 
ous  ones.  Rich  got  away.  A.  Craig  Cop 
tas,  author  of  a  1985  book  on  Rich,  saj 
the  marshals  suspect  that  someone 
State,  which  must  be  notified  of  sue 
operations,  is  leaking  their  plans  to  Ric 
because  they  value  his  high-level  coi 
tacts  around  the  world.  The  Justie 
Dept.,  however,  "will  never  make  a  de; 
that  will  let  Rich  buy  his  way  out  of 
possible  prison  term,"  says  Morr 
"Sandy"  Weinberg,  a  former  U.  S.  pros 
cutor  who  led  the  case  against  Rich. 

Implicit  in  the  USW's  strategy  is  that 
Ravenswood  is  settled,  the  spotlight  o 
Rich  will  go  dark.  Maybe  so.  But  it's  ju; 
as  likely  that,  win  or  lose,  the  union  he 
ensured  that  the  fugitive  from  Ne 
York  will  long  remain  a  prisoner  in  Zuj 
Bi/  Michael  Schroedcr  and  Mai 
Mallory  in  Pittsburgh,  with  John  Tempi 
man  in  Born 
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Cnoll 

urnishings.  Worldwide.  800-445-5045. 


©1991  The  Knoll  Group 


Like  a  small  child, 
a  victim  of  Alzheimer's  Disease 
can  get  lost  and  not  know 
the  way  home. 
He  may  not  remember  his  phone  number 
or  his  name.  He  may  wander  off 
in  the  middle  of  the  night 
or  in  the  dead  of  winter. 
He  may  forget  to  wear  shoes  or  a  coat. 
The  Samsung  Group 
has  developed  the  technology 
for  a  computerized  monitoring  system 
which  will  one  day  make  it  possible 
to  pinpoint  his  exact  location 
and  direction  of  travel. 
Instantly. 

So  when  he  can't  find  his  way  home, 
home  can  find  its  way  to  him. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 


International  Trade,  Electronics,  Electron  Devices,  Electro-Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries, 

Aerospace,         Construction,         Engineering,         Financial  Services,         Food  &  Pharmaceuticals,         Cameras  S  Watches.         Garments  &  Textiles 

C.P  O,  Box  1 580.  Seoul.  Korea  Tel'  (02)  724-0394  Fax:  (02)  739-5672 
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PRODUCT  DEVELOPMENT! 


AT  RUBBERMAID,  LITTLE 
THINGS  MEAN  A  LOT 


Even  a  litter-free  kids'  lunch  pail  is  raking  in  the  green 


You  could  call  it  the  environmen- 
tally correct  lunch  pail.  Earlier 
this  year,  Rubbermaid  Inc.  rolled 
out  a  litter-free  lunch  box  known  as  the 
Sidekick.  It's  a  simple  yet  stylish  insulat- 
ed cooler  that  features  three  plastic  con- 
tainers for  a  sandwich,  a  drink,  and  one 
other  item.  That  means  no  plastic  wrap- 
ping, no  cans,  no  milk  cartons — and  pre- 
sumably no  waste.  Rubbermaid  figured 
its  offering  would  be  a  natural  for  par- 
ents worried  about  the  nation's  swelling 
garbage  glut — especially  those  who  have 
had  the  environmental  riot  act  read  to 
them  by  their  school-age  children. 

Well,  this  "green"  lunch  bo.x  may  not 
save  the  planet,  but  it  sure  is  generating 
plenty  of  greenbacks  for  Rubber- 
maid. Despite  its  $10  or  so  price 
tag,  which  is  several  dollars 
more  than  the  charge  for  most 
lunch  boxes,  the  pail  is  now  all 
the  rage  among  the  grade-school 
set.  Rubbermaid  hasn't  been  able 
to  ship  the  things  out  fast 
enough,  and  it  already  has  plans 
to  expand  the  product  line  with 
new  models.  All  told,  Rubber- 
maid expects  its  share  of  the  $35 
million  lunch-box  market  to  dou- 
ble, to  roughly  12%,  by  next 
year.  "It's  both  functional  and 
trend-right,"  says  a  spokesman 
for  Target  Stores. 

True,  designing  a  smash-hit 
lunch  box  may  not  seem  like  one 
of  the  great  technological  achievements 
of  the  modern  age.  Still,  the  Sidekick  is 
emblematic  of  the  little  things  Rubber- 
maid does  so  well.  By  dint  of  its  market- 
ing savvy  and  speedy  product-develop- 
ment cycles,  the  company  has  won  a 
sterling  reputation  for  innovation.  Con- 
sider that  some  S07'  of  the  company's 
total  sales  have  come  from  new  products 
in  recent  years  (table). 
STELLAR  GROWTH.  Rubbermaid  Chair- 
man Walter  W.  Williams  is  determined 
to  keep  the  new-product  pipeline  jam- 
packed.  Otherwise,  warns  Williams, 
"you  get  years  of  drought."  These  are 
bountiful  times  at  Rubbermaid.  The 
company's  prodigious  product  output,  in- 
cluding such  hits  as  its  plastic  tool  boxes 
and  stylish  bathroom  accessories,  have 
contributed  to  a  stellar  lS7i  average 


earnings-per-share  growth  since  1985. 

The  inspiration  for  the  Sidekick  came 
about  a  year  ago,  after  one  of  Rubber- 
maid's  big  retail  customers,  Canadian 
Tire  Corp.,  suggested  that  Rubbermaid 
place  some  of  its  plastic  containers  in- 
side a  lunch  box  and  sell  it  as  an  alterna- 
tive to  throwaway  plastic  wrap  and  pa- 


NO  WASTE 

The  'green'  box 
is  all  the  rage 
among  the 
grade-school  set 


per  bags.  "Kids  are  going  home  and 
saying:  'Look,  Mom,  we  can't  have  juice 
boxes  any  more,'  "  says  Ellen  Johnson, 
leisure-products  buyer  for  the  Canadian 
hardware  and  auto-parts  chain.  Rubber- 
maid, which  already  had  a  product  with 
some  of  these  features  in  the  works, 
quickly  signed  on. 

By  January,  Rubber- 
maid's  product-develop- 
ment team  had  proto- 
types ready  and  rushed 
to  have  the  Sidekick  set 
for  production  by  late 
spring — in  time  for  this 
year's  back-to-school 
season.  Kids  who  were 
shown  the  Sidekick 
warmed  up  to  the  cool- 
er, and  they  especially 
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'86         87         88         89  '90 
A  MILLIONS  OF  OOLURS 

•PRODUaS  INTRODUCED  DURING  THE  PREVIOUS  FIVE  YEARS 
DATA:  COMPANY  REPORTS 


liked  its  push-button-lid,  which  pivot 
around  the  entire  cooler. 

To  ensure  that  the  lunch  pail  kee]. 
food  well  insulated,  Rubbermaid  eng 
neers  decided  to  base  the  design  on  it 
existing  line  of  plastic  coolers,  whic 
feature  high-density  polyethylene  liner; 
They  settled  on  a  four-quart  mode 
which  is  larger  than  a  standard  lunc 
box  but  necessary  to  accommodate  th 
plastic  Servin'  Savers  containers  for  th 
food  and  drink  items. 

Rubbermaid  designers  also  worked  u 
splashy  violet  and  blue-green  color  moc 
els,  both  of  which  sport  liine-green  trin 
The  color  schemes  appealed  to  bot 
sexes  and  offered  a  different  look  tha 
rival  boxes  featuring  cartoon  character 
such  as  Teenage  Mutant  Ninja  Turtle: 
They  gave  prominent  play  to  the  powe: 
ful  Rubbermaid  brand  name  by  slappin 
a  shiny  red  logo  on  the  front  of  the  pai 
Then,  too,  there  was  the  issue  of  pri 
ing.  At  Rubbermaid,  it's  the  responsibi 
ity  of  the  product  team — not  the  bea 
counters — to  make  sure  the  compan 
hits  its  goal  of  a  127'  to  147^  return  o 
the  assets  used  to  develop  a  new  proc 
uct.  To  hit  that  goal,  the  Sidekick  neede 
a  retail  price  of  about  $10 — fa 
higher  than  the  $5  to  $7  charge 
for  most  lunch  boxes. 
HIGHER  MARGINS.  Luckily  fo 
Rubbermaid,  the  added  feature 
of  the  Sidekick  have  apparentl 
been  enough  to  offset  its  prem 
um  price.  There  has  been  "n 
price  resistance,"  says  Scott  I 
Jennie,  Rubbermaid's  manage 
for  insulated  products,  who  !e 
the  team  that  developed  th 
lunch  box.  Indeed,  retailers  lik 
stocking  the  Rubbermaid  lunc 
box  because  it  affords  highe 
margins  than  cheaper  brand 
which  are  often  used  as  los 
leaders. 
Based  on  the  initial  success  c 
its  Sidekick,  Rubbermaid  plans  to  ro 
out  six  other  versions,  featuring  diffe 
ent  colors  and  additional  food  container: 
One  of  the  models  will  be  a  much  large 
version,  including  a  reusable  ice  pack  t 
keep  food  chilled,  that  will  be  aime 
largely  at  blue-collar  types  who  carr 
their  own  lunches. 

Just  how  environmei 
tally  sensitive  Jo 
Lunchbucket  is  remain 
to  be  seen.  For  nov 
though,  it  seems  Rul 
bermaid's  brand  o 
"green  marketing" 
striking  a  chord  wit 
tree-hugging  parent 
and  their  activist  kids. 

By  Zachary  Schiller  i 
Wooster.  Ohio 
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yon  can't  help  but  notice  it.  Worse,  you  can't  help 
but  breathe  it.  That  brown-gray  haze  we've  often 
come  to  call  the  air  ^  You  know  the  major 
cause:  traffic.  What  you  may  not  know:  There 
are  solutions  that  will  let  us  drive  without  signifi- 
cantly polluting  the  air  ^  One  of  the  best  is  natu- 
ral gas.  Vehicles  that  run  on  clean  natural  gas 
reduce  carbon  monoxide  and  reactive  hydrocar- 
bons by  80%  —  which  helps  reduce  urban  smog. 
^  Someday  we  may  all  be  driving  natural  gas 
cars.  Until  then,  natural  gas  is  the  ideal  fuel  for  fleet 
vehicles  —  buses,  taxis,  delivery  vans,  garbage 
tnjLcks  and  the  like  —  that  return  to  a  central  depot 
every  night  to  be  fueled.  tM^  In  fact,  nearly  30.000 
natural  gas  vehicles  are  in  place  now.  Thousands 
more  soon  will  be,  in  order  to  comply  with  the 
U.S.  Qovernment's  Clean  7]ir  mandate.  We  have  the 
natural  gas  here  in  North  /]merica.  We  have  the 
know-how.  But  most  important,  we  have  the  need. 
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BIG  RAII  IS  FINALLY 
ROUNDING  THE  BEND 


After  decades  of  decline,  freight  service  is  improving.  But  will  alienated  shippers  return 


7 


ot  so  long  ago,  when  Procter  & 
Gamble  managers  wanted  to 
ship  Tide  or  Pampers  to  retail- 
ers, railroads  were  not  an  option.  Long- 
haul  trucks  could  guarantee  prompt, 
damage-free  deliveries.  Trains  only 
guaranteed  headaches.  Shipments  were 
hopelessly  delayed,  boxcars  were  dilapi- 
dated, and  the  typical  railroader's  atti- 
tude toward  customers  was  simple:  The 
train's  coming  by  sometime  tomorrow, 
whether  you're  there  with  your  freight 
or  not.  Be  there  if  you  want  to  ride. 

Not  anymore.  These  days,  the  big  rail- 
roads offer  P&(;  a  full  menu  of  goodies. 
With  reconditioned  railcars,  streamlined 
scheduling,  and  up-to-the-minute  track- 
ing of  shipments,  lines  such  as  CSX,  Bur- 
lington Northern,  and  Santa  Fe  have 
convinced  the  consumer-goods  giant  that 
they  can  come  close  to  trucks  on  service 
at  a  better  price.  Result:  Procter  &  Gam- 
ble Co.  now  spends  about  $125  million  a 
year  to  ship  by  rail,  and  railroaders  are 
fighting  for  more.  "How  much  will  it 
grow?  We  haven't  put  a  limit  on  it," 
says  Dennis  M.  Whan,  p&g's  associate 
director  of  corporate  transportation. 

Big  Rail  is  coming  back.  After  de- 
cades of  losing  business  to  trucks, 
barges,  and  other  freight  haulers,  U.  S. 
rail  carriers  have  halted  their  long  slide. 


They've  cut  inefficient  capacity,  closed 
down  unprofitable  lines,  slashed  the  in- 
dustry's bloated  work  force  by  half,  and 
installed  modern  networking  technology 
to  move  trains  along  on  time.  Slimmed 
down  and  wised  up,  they've  also  em- 
braced the  gospel  of  quality  service. 
They're  juggling  railcars  to  suit  shippers 
and  offering  on-time  delivery  good 
enough  to  mesh  with  just-in-time  manu- 
facturing processes.  They're  telling  ship- 
pers not  only  when  cargo  will  arrive  but 
also  where  it  is  at  any  point  in  transit. 

'LEARNING  TO  DANCE.'  It  all  adds  up  tO 

profits — a  far  cry  from  the  desolate 
1970s,  when  Penn  Central  Transporta- 
tion Co.  led  eight  big  railroads  into  bank- 
ruptcy court.  Rail  productivity  has  more 
than  doubled  since  1980.  And  with  revi- 
talized lines  such  as  Union  Pacific  Rail- 
road Co.  and  Consolidated  Rail  Corp. 
showing  earnings  gains  this  year  in  the 
face  of  recession,  Wall  Street  has  stoked 
a  fire  under  rail  stocks,  bidding  them  up 
almost  60^'f  since  January  (charts).  Add 
to  that  big  strides  this  summer  in  labor 
talks  mediated  by  a  Presidential  Emer- 
gency Board,  and  the  rail  outlook  is 
brighter  than  it  has  been  in  years.  Says 
Gerald  Grinstein,  chief  executive  of  Bur- 
lington Northern  Inc.:  "This  industry  is 
learning  to  dance." 


Mastering  the  new  steps,  however, 
will  take  a  lot  more  practice.  Most  of  the 
improvement  in  profitability  so  far  has 
come  from  cost-cutting,  not  new  reve- 
nues. While  truck  addicts  ranging  from 
Wal-Mart  Stores  Inc.  to  foreign  carmak- 
ers may  have  rediscovered  the  rails,  big 
commodity  shippers  such  as  steel  mills 
are  very  much  on  the  wane.  The  biggest 
carriers  will  fall  far  short  of  1981 's  all- 
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le  high  of  nearly  $81  billion  in  reve- 
es.  Future  profits  will  depend  on  how 
:cessful  the  rails  are  in  scouring  for 
w  customers.  "It's  impossible  to 
•ink  your  way  to  profitability  any- 
ire,"  warns  Union  Pacific  Executive 
;e-President  Fred  B.  Henderson, 
[o  find  new  business,  the  railroads 

I  have  to  shuck  off  the  hidebound, 
•ogant  culture  that  has  plagued  them 
•  years.  They'll  also  have  to  overcome 
)ersistent  reputation  for  shabbiness — 

image  perpetuated  lately  by  several 
idline-grabbing  derailments.  Top  rail- 
id  executives  may  proclaim  they've 
!n  the  light,  but  some  customers  note 
it  old  habits  die  hard.  The  industry  is 

II  plagued  by  railroaders  who  "don't 
'e  a  damn  about  what  the  customer 
nts.  They  just  want  to  run  their  choo- 
)os,"  says  James  B.  Mitchell,  trans- 
lation director  for  Boise  Cascade 
rp.  To  really  spark  revenues,  says  rail 
isultant  and  Harvard  business  school 
jfessor  Carl  S.  Sloane,  railroads  must 
lognize  that  the  customer  is  king. 
N6  LOW.  The  railroads  are  listening, 
few  years  ago,  John  W.  VanDyke, 
nsportation  director  at  Reynolds  Met- 
Co.,  wrote  a  letter  to  the  president  of 

;h  major  railroad  threatening  to  aban- 
1  the  rails  entirely  if  they  didn't  im- 
)ve  service.  VanDyke  got  some  atten- 
n:  UP,  Norfolk  Southern  Corp.,  and 
lers  banded  together  to  coordinate 
pments  among  themselves  and  de- 
ed ways  to  load  rolls  of  paper-thin 
la-can  aluminum  so  they  wouldn't  get 
■atched.  "It  took  the  rails  a  while  to 
derstand,"  VanDyke  says,  "but  they 
iponded." 

Customized  service  is  becoming  the 
rm  for  prized  shippers.  Since  last  De- 
nber,  for  instance,  Burlington  North- 
1  has  run  a  special  train  from  Boise 
scade's  mills  in  International  Falls, 
nn.,  to  St.  Paul,  carrying  paper  that 
;n  is  relayed  to  other  BX  points.  To 


lure  that  business  away  from  truckers, 
HN  acquired  new  flatcars,  slung  low  to 
the  ground  to  smooth  out  the  ride.  It  set 
up  computer  links  with  the  company,  so 
each  side  now  knows  what  is  moving 
and  when  it's  going.  As  a  result,  on-time 
performance  has  hit  957^. 

The  real  test  of  rail  responsiveness, 
however,  will  be  whether  the  industry 
can  woo  customers  it  has  traditionally 
alienated.  One  success: 
European  luxury  car- 
makers. Until  recently, 
the  likes  of  BMW  and 
Jaguar  Ltd.  stuck  to  the 
highways,  fearful  of 
the  dents,  scratches, 
and  even  bullet  holes 
that  Japanese  carmak- 
ers had  complained  of 
when  their  cars  were 
delivered.  Then  the  rail- 
roads started  handling 
autos  more  careful- 
ly, using  closed-door 
freight  cars.  By  the  late 
1980s,  BMWs  were  roll- 


Railroads  have 
streamlined 
schedules, 
reconditioned  cars, 
reduced  damages, 
and  improved 
on-time  delivery 


ing  on  Conrail  track,  and  the  carrier  re- 
cently won  business  fi'om  Volkswagen 
of  America.  Before,  says  BMW  traffic 
manager  Kenneth  R.  Swain,  Conrail 
"ruined  cars." 

Because  the  nation's  rail  network  is 
divided  into  regions,  with  each  region 
dominated  by  one  or  two  carriers,  coop- 
eration among  railroads  has  become  an 
imperative  for  quality  service.  Union  Pa- 
cific, acknowledged  as  the  leader  in  com- 
puterized tracking  and  scheduling,  rou- 
tinely grants  other  carriers  access  to  its 
computers  so  that  they  can  seamlessly 
tie  into  UP's  network  when  shipments 
are  passed  from  one  line  to  the  other. 
Likewise,  railroads  often  form  teams  to 
solve  problems  such  as  the  one  posed  by 
Reynolds.  "We  steal  shamelessly  from 
each  other,"  says  Conrail  CEO  James  A. 
Hagen. 


...COST-CUTTING  HAS 
(OOSTED  PRODUCTIVITY... 
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Despite  a  pitched  battle  with  long-haul 
trucker.s — the  rail  lobby  helped  defeat  a 
measure  in  Congress  this  summer  sup- 
porting three-trailer  trucks — the  rail- 
roads are  even  teaming  with  these  rivals 
on  short  hauls.  In  what  is  known  as 
"intermodal"  service,  shipments  are 
packed  in  containers  that  can  be  whisked 
off  flatcars  and  driven  to  their  local  des- 
tinations by  trucks.  One  model  of  the 
new  teamwork  is  a  20- 
month-old  deal  between 
J.  B.  Hunt  Transport 
Services  Inc.  and  the 
Atchison,  Topeka  & 
Santa  Fe  Railway  Co., 
where  computer  links 
help  the  carriers  move 
freight  together.  The 
agreement  this  year 
will  account  for  $80  mil- 
lion of  Hunt's  expected 
revenue  of  nearly  $700 
million,  and  the  trucker 
has  already  made  a  sim- 
ilar pact  with  Burling- 
ton Northern. 


The  big  question  mark  is  labor.  Quali- 
ty service  means  motivated  workers,  and 
the  railroads  have  never  been  known  for 
either.  For  decades,  the  rails  have  been 
stymied  by  inefficient  union  work  rules 
designed  to  preserve  jobs.  Separate 
crews  for  yard  and  road  work,  for  in- 
stance, meant  that  a  road  crew  couldn't 
stop  en  route  to  pick  up  freight.  Similar- 
ly, a  worker  from  one  craft  couldn't  han- 
dle another's  work,  meaning  a  wind- 
shield installer  would  have  to  wait  for 
another  specialist  to  remove  a  wiper. 
MODEL  CENTER.  Fortunately  for  inves- 
tors, after  a  one-day  rail  strike  last 
spring,  a  Presidential  Emergency  Board 
began  weeding  out  many  such  inefficien- 
cies. But  everything  has  its  price.  Work- 
ers are  steaming  as  the  railroads  contin- 
ue to  trim  employees.  "Morale  is  really 
bad  now,"  says  Michael  Young,  who 
chairs  the  Brotherhood  of  Locomotive 
Engineers  for  Union  Pacific's  eastern 
district  in  Wyoming.  "People  are  saying: 
'Why  should  I  do  anything  extra  when 
the  railroad  I've  worked  for  for  20  years 
is  treating  me  this  way'?'  " 

Inside  Union  Pacific's  Harriman  Dis- 
patching Center  in  Omaha,  however,  la- 
bor troubles,  bureaucratic  sluggishness, 
and  other  emblems  of  the  old  order  seem 
far  away.  In  a  tornado-proof  bunker, 
two  panels  of  video  screens  the  length 
of  football  fields  track  all  of  UP's  trains 
in  vivid  colors,  noting  where  the  trains 
are,  what's  on  them,  and  what  mainte- 
nance teams  are  nearby.  Clearly,  up  and 
the  rest  of  the  industry  have  a  tough 
haul  ahead  to  attract  new  business.  But 
Harriman  should  serve  as  a  reminder: 
The  railroads  are  finally  headed  out  of  a 
long,  dark  tunnel. 

By  Joseph  Weber  in  Philadelphia 
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Now  before  you  even  begin  to  read  this,  make  sure 
ou  read  the  article  on  the  left.  After  all,  that's  what  this 
d  is  really  about.  We'll  wait. 
Are  you  done?  No  cheating  now. 
O.K.  Now  what  can  you  say  when  The  New  York 
Imes  writes  an  article  like  that  about  you?  Well,  we're 

sure  we  can  think  of  a  few 
things.  First  of  all,  we'd  like 
to  tell  you  the  name.  It's 
called  the  Option  from 
Tandon.  The  world's  first 
fully  modular  upgradable 
personal  computer. 
Which  means  it's  the  world's 
asiest  computer  to  upgrade.  Which  means  you  don't 
lave  to  throw  out  your  old  computer  just  because  you 
vant  the  latest  technology.  But  if  you  really  did  read  the 
rticle,  you  already  knew  that.  We  were  just  testing. 

Then  we'd  like  to  tell  you  about  our  30  day  money 
lack,  no  questions  asked  policy.  So  if  for  any  reason  you 
2el  that  our  new  Option  isn't  everything  The  Times 
promised  it  to  be,  you  can  return  it.  No  problem. 

Oh  and  how  can  we  forget  to  tell  you  about  our  24  5 
[Our  information  and  technical  assistance  hotline.  With 
n  actual  live  person  standing  by,  24  hours  a  day,  7  days 


in 


itel 
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a  week,  365  days  a  year,  just  in  case  you  have  a 
question,  need  some  assistance,  or  heaven  forbid,  have 
a  problem. 

And  while  the  Times  article  did  say  that  we  supplied 
the  first  floppy  disk  drives  for  the  original  IBM*  PC, 
we'd  like  to  add  some  of  our  other  firsts,  like  our 
invention  of  the  first  removable  hard 
drive,  or  the  more  than  16  patents 
that  belong  to  our  top  architects. 

Now  that  you  know  all 
that  wonderful  stuff  about  us,  you 
may  need  to  know  one  more  thing. 
Our  phone  number.  It's  1-800-800-8850. 
Just  give  us  a  call  if  you  need  any  more  information. 

There  now.  That  should  keep  you  up  to  date.  Except 
for  maybe  one  more  thing. 

We  also  make  a  very  good  notebook  computer  And 
maybe  they'll  write  about  that  one  day  soon.  Thank 
you.  We  think  that  says  it  all. 
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MARKETING 

QUALITY,  SERVICE,  AND  FAIR  PRICING  ARE  THE  KEYS  TO  SELIING  IN  THE  '90s 
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ack  in  the  1980s,  Leah  Gorman,  a 
.41-year-old  San  Francisco  house- 
wife, did  her  level  best  to  further 
the  cause  of  conspicuous  consumption. 
"Five  years  ago,  if  I  saw  an  outfit  for 
one  of  my  boys  that  would  look  darling, 
I  bought  it.  I'd  never  give  it  a  second 
thought,"  says  Gorman,  who  also  owns 
a  small  business  making  gift  baskets. 
"If  I  was  a  little  tired,  we'd  just  go  out 
for  dinner.  It  wasn't  an  issue." 

Now,  Gorman  is  a  consumer  trans- 
formed. Her  husband,  a  former  execu- 
tive in  a  leasing  business,  is  starting  up 
a  company,  and  watching  the  dollars  is 
the  rule.  Darling  outfits  are  out.  Most 
groceries  now  come  from  deep-discount 
shoppers'  warehouses.  "I  pay  a  quar- 


ter of  what  I  used  to,"  says  Gorman. 

A  continent  away,  Sherrie  Edelman 
Natko,  27,  is  tightening  her  belt,  too. 
She  and  her  lawyer  husband  bought  a 
house  in  Philadelphia — but  they  can't 
unload  their  old  apartment  in  Brooklyn, 
N.  Y.  She's  cooking  at  home  more,  and 
coupons  come  in  handy.  Expensive  shop- 
ping is  out.  "You  don't  need  to  have  the 
latest  this  or  that,"  says  Natko.  "All  of  a 
sudden,  you  realize  you  have  to  think 
about  the  future.  It's  scary." 
BONFIRE  EMBERS.  Scary,  too,  for  the 
marketers  who  are  trying  to  sell  to  all 
the  Natkos  and  Gornians.  More  and 
more,  they  see  their  customers  sobering 
up,  pulling  back,  hunting  for  value.  Val- 
ue is  what  Leah  Gorman  calls  "not  over- 


paying for  quality."  And  as  the  1980i 
bonfire  of  the  vanities  recedes  to  a  dim 
distant  glow,  value  is  becoming  the  mar 
keter's  watchword  for  the  1990s.  It': 
what  customers  are  demanding — thi 
right  combination  of  product  quality 
fair  price,  and  good  service. 

Value  means  all  that,  but  it's  also  im 
portant  for  what  it  doesn't  mean.  I 
doesn't  mean  high  quality  if  it's  onb 
available  at  even  higher  prices.  I 
doesn't  necessarily  mean  cheap,  if  chea| 
means  bare-bones  or  low-grade.  I 
doesn't  mean  high  prestige,  if  the  pres 
tige  is  viewed  as  snobbish  or  self-indul 
gent.  Instead,  says  Martyn  Straw,  ai 
adman  at  Geer,  DuBois  Inc.,  agency  foi 
Jaguar  Ltd.  "value  is  the  new  prestige.' 
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Above  all,  value  isn't  alioui  pdsiiKJii 
g  and  image-mongering  but  about  real 
;rformance  and  delivering  on  promises, 
nd  that  means  value  won't  be  an  easy 
:11,  unlike  the  attention-getting  "aspira- 
^nal"  marketing  that  pushed  status  in 
le  1980s.  Value  can  fetch  a  rich  price:  It 
m  be  a  $42,000  Infiniti  Q45  from  Nis- 
m.  And  it  can  come  at  a  discount:  A 
lopping  trip  to  Wal-Mart.  "I'd  be 
ird-pressed  to  think  of  a 
lent  who  hasn't 
Iked  about  commu- 
cating  value,"  says 
eith  L.  Reinhard, 
lairman  of  ad  agency 
DB  Needham  World- 
ide  Inc. 

LD  REWARDS.  The  val- 
i  Zeitgeist  is  part  at- 
ospherics,  part  eco- 
Dmics,  and  part  de- 
ographics.  Consumers 
•e  repudiating  the 
retched  excess  of  the 
)80s  and  searching  for 
le  more  traditional  re- 
ards  of  home  and 
imily.  And  they're 
luddering  at  the  spec- 
T  of  a  recession  that 
;ems  to  be  coming 
ick  for  a  second  visita- 
m,  if  it  ever  really  de- 
irted  in  the  first  place, 
ut  the  growing  focus 
1  value  also  stems 


1  nil  1 1  pi-iifuund  changes  in  the  American 
consumer  marketplace. 

Take  spending  power.  Real  income 
growth  for  families  got  a  boost  when 
women  entered  the  work  force.  But  now, 
with  many  women  already  working  and 
many  baby-boomer  couples  assuming 
new  family  burdens,  the  growth  in  dis- 
posable income  is  scarily  slow  (charts, 
page  134).  And  aging  baby 
boomers,  whose  debt  burden  is 


Offer  products  that  perform  This  is  just  the 
price  of  entry.  Consumers  have  lost  patience 
with  shoddy  goods,  and  fashion  won't 
distract  them  from  flimsiness 

Give  more  than  the  consumer  expects 

Whether  it's  providing  environmentally 
sound  packaging  or  including 
air-conditioning  in  a  car's  standard  price, 
offering  pleasant — and  useful — surprises 
will  win  customer  loyalty 

Give  guarantees  Offering  an  enhanced  warranty,  and  ponying  up  full 
refunds  when  problems  arise,  can  help  justify  that  higher  price 

Avoid  unrealistic  pricing  Compaq  found  that  out:  It  hewed  too  long  to 
premium  pricing  that  its  basic  product  could  not  justify 

Give  the  customer  the  facts  Use  your  advertising  to  provide  the  kind  of 
detailed  information  today's  sophisticated  consumer  demands 

Build  relationships  Frequent-buyer  plans,  800  numbers,  and  membership 
clubs  can  help  bind  the  consumer  to  your  product  or  service 

DATA;  GREY  ADVERTISING,  BW 


already  high,  real- 
ize they  have  to 
worry  about  col- 
lege tuitions  and  retire- 
ment. "It's  finally  sunk  in 
on  the  boomers  that  this  generation 
won't  necessarily  be  living  better  than 
their  parents  did,"  says  Jane  R.  Fitzgib- 
bon,  a  trend-watcher  at  Ogilvy  &  Mather 
Worldwide  Inc. 

At  the  same  time,  other  trend-watch- 
ers at  Grey  Advertising 
Inc.  and  research  firm 
Yankelovich  Clancy 
Shulman  note  that  this 
generation  of  consum- 
ers is  both  savvier  and 
more  cynical  than  were 
its  predecessors.  For 
decades,  marketers 
preyed  on  the  insecuri- 
ties and  even  ignorance 
of  America's  newly  ris- 
ing middle  class.  It  told 
them  that  only  a  pre- 
mium-priced national 
brand  promised  quality. 
It  taught  them  that  the 
right  car  and  the  right 
mouthwash,  bought  at 
the  right  store,  spelled 
status. 

Today,  consumers 
know  that  many  prod- 
ucts are  at  or  near  pari- 
ty. And  they  no  longer 
believe  their  place  in  so- 


'ER  STORY 


BUSINESS  Vi/EEK/NOVEMBER  11,  1991  133 


ciety  can  be  demonstrated  by  their  dish 
detergent.  And  since  they  can  buy 
brands  on  the  cheap  at  a  warehouse  club 
such  as  Pace  Membership  Warehouse,  or 
even  get  brand-name  apparel  at  a  dis- 
count-outlet mall,  boasting  about  where 
they  shop  doesn't  make  much  sense. 

Instead  consumers  want  products  that 
perform,  sold  by  advertising  that  in- 
forms. Listen  to  Bernard  Arnault,  chief 
executive  of  France's  lvmh,  marketer  of 
such  luxury  goods  as  Louis  Vuitton 
bags,  Moet  &  Chandon  champagne. 
Christian  Dior  couture,  and  Givenchy 
perfumes:  "The  period  when  consumers 
would  pay  any  price  for  any  product 
that  claimed  to  be  a  luxury  is  over.  Con- 
sumers today  want  quality.  They  are 
really  measuring  intrinsic  value  and  not 
simply  buying  to  impress  others." 
BUZZWORD.  In  the  hyperventilating 
world  of  marketing,  watchwords  fast 
become  buzzwords,  of  course — and 
value  is  no  different.  Many  marketers 
are  simply  trumpeting  value  in  ads 
or  slapping  the  word  on  pack- 
ages. And  in  many  cases,  value  is 
just  a  euphemism  for  a  price  cut. 
"  'Cheap'  is  a  no-no,  and  'value' 
is  a  substitute  for  'deal,'  "  says  Jack 
Trout,  president  of  Connecticut-based 
marketing  consultants  Trout  &  Ries. 

Emphasizing  the  price  component  of 
value  has  its  points  as  a  sales  tool,  espe- 
cially in  these  uncertain  economic  times. 
Taco  Bell's  shrewdly  fashioned  "value 
menu"  of  Mexican  fast  food,  with  many  . 
items  priced  below  %\,  has  been  enor-  f 
mously  successful.  Lower-priced  ciga-  f 
rettes  from  R.  J.  Reynolds  Tobacco  Co.  V 
and   Philip   Morris   Cos.   have  been 
steadily  capturing  market  share,  going 
from  18'f  of  the  market  last  year  to 
247'-  this  year,  according  to  John  Max- 
well of  Wheat,  First  Securities  Inc. 

But  at  its   best,  value  marketing 
means  much  more  than  slashing  prices 
or  handing  out  coupons.  It  means  giving 
more:  an  improved  product,  with  added 
features  and  enhanced  service — all  at  a 
better  price.  And  it  means  changing  the 
role  of  marketing  itself.  Rather  than 
being  a  means  to  shape  image,  mar- 
keting becomes  part  of  the  system  for 
delivering  value  to  the  consumer. 
How?  With  enhanced  guarantees  or 
longer  warranties.  With  information- 
packed  advertising  that  educates  rather 
than  hypes.  With  efforts  to  build  cus- 
tomer loyalty,  such  as  800  numbers, 
membership  clubs,  and  frequent-buyer 
plans.   And   with   packaging  improve- 
ments that  aren't  intended  merely  to 
catch  the  shopper's  eye  but  to  make  the 
product  easier  to  use  or  more  environ- 
mentally friendly. 

In  the  short  term,  value  marketing 
can  add  up  to  a  double  bind  for  market- 


ers: It  often  spells  added  production  and 
marketing  costs  at  lower  unit  prices.  So, 
value  marketing  will  be  most  successful- 
ly practiced  by  the  leanest,  toughest 
competitors  with  the  greatest  cost  ad- 
vantages. That's  a  big  reason  why  Wal- 
Mart  Stores  Inc.  has  overtaken  ineffi- 
cient Sears,  Roebuck  &  Co.  as  the 
nation's  largest  retailer.  With  its  low 
costs  and  extraordinary  efficiency,  Wal- 


...WHILE  THEIR  DEBT 
tURDEN  HAS  GROWN.. 


...AND  SOME  HAVE  MORE 
FAMILY  RESPONSIBILITIES 
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Mart  can  turn  a  profit  selling  bran 
names  for  less  than  the  competition. 

Similarly,  value  marketing  is  wha 
Japanese  auto  makers  have  long  done  i 
the  U.  S.  First,  they  brought  value  t 
economy  cars,  with  such  models  as  th 
Honda  Civic  and  the  Toyota  CorolU 
Now,  they're  raising  the  value  stakes  i 
the  luxury  category.  At  around  $42,00( 
Toyota's  top-of-the-line  Lexus  and  Nii 
san's  Infiniti  cars  offer  the  sort  of  opi 
lence,  features,  and  servic 
that  some  European  in 
ports,  with  their  highe 
cost  structures,  charg 
$50,000  to  $60,000  foi 
HARD  SELL.  In  the  Ion 
run,  value  may  well  o 
fer  a  way  to  revers 
the  erosion  in  bran 
identities  that  ei 
abled  marketers 
charge  premiur 
prices   in   the  fir; 
place.  After  years  Aiif' 
offering  price  discount 
and  coupons,  "marketer  iiWii 
have  educated  consumers 
expect  low  prices  that  unde 
mine  brand  loyalty,"  says  Edwar 
T.  Fogarty,  president  of  Colgab 
U.  S.  For  companies  that  figure  oi 
the  equation,  value  marketing  could  be 
way  to  make  a  brand  name  mean  some 
thing  again.  Paradoxically,  that  mean  wt. 
value  marketing  could  be  a  way  out 
the  discounting  trap.  If  a  brand  h£ 
value,  it  may  be  worth  its  premiui  moi 
price. 

That's  clearly  the  idea  behin  mjli 
BMW's  strategy  in  response  to  tt 
threat  from  Acura  and  Lexus.  In  th  tliK 
late  1980s,  the  German  carmaker's  ac 
emphasized  yuppie  gratification.  But 
has  taken  a  different  tack  for  the  red' 
signed  3-series  of  sports  sedans.  "I 
1989,  we  would  probably  say:  'This  car  ite: 
got  189  ponies  under  the  hood,  so  gra 
that  stick  and  have  a  good  time,'  "  sa> 
Carl  W.  Flesher  Jr.,  marketing  direct( 
for  BMW  of  North  America  Inc.  Nov 
lengthy  print-ad  copy  carefully  explair 
the  engineering,  safety,  and  service  re; 
sons  for  buying  a  BMW.  The  openiniinif 
line:  "Even  people  of  means  are  askin 
.  . .  What  makes  this  car  worth  tl 
money?" 

More  and  more  consumers  are  as 
ing  that  question.  The  research  firm  ( 
Yankelovich  Clancy  Shulman  has  bet 
conducting  a  continuing  survey 
2,500  Americans  since  1971.  One  set  ( 
questions  asks  which  items  or  expei 
ences  respondents  associate  with  su 
cess  and  accomplishment.  In  1988,  27i 
said  wearing  designer  clothing  was 
success  symbol:  This  year,  only  17 
think  so.  Staying  at  a  luxury  hotel  fe 
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m  ;^()';  to  19v;.  Says 
nkelovich's  Barbara 
plan:  "The  consumer 
now  unwilling  to 
ik  of  prestige  as  a 
rogate  for  value."  A 
e  in  point  is  the 
nge  of  heart  felt  by 
e  Flior,  a  systems 
,lyst  in  Potomac,  Md. 
jr  years  ago,  she 
ight  an  expensive 
ich  handbag.  She 
/  vows  she'll  never 
it  again.  "It's  only  a 
;,"  she  says.  "I  feel 
Ity  because  it  costs 
much." 

lUTY  TIME.  Kellogg 
learned  a  painful 
;on  in  value  after 
;hing  through  big 
;e  increases  on  its  ee- 
ls in  the  late  1980s. 
;  rapid  growth  in 
5  expensive  store- 
nd  cereals  convinced 
isumers  Kellogg 
luldn't  command 
;h  a  premium  and 
5  one  reason  its  mar- 
share  slid  from  427^ 
1986  to  37%.  Now, 
re  couponing  and  ad- 
tising  for  core 
nds  give  Kellogg  about  397  of  the 
fket.  Brand-name  marketers  who  de- 
r  a  clear  value  from  the  start  can 
id  such  an  ordeal.  Haagen-Dazs  Co., 
veyor  of  superrich  ice  cream,  struck 
:hord  with  consumers  last  year 
Dugh  a  simple  ploy:  It  made  its  prod- 
available  in  economy-size  quarts, 
ich  now  account  for  257-  of  sales. 
]ven  in  slow-growing  or  recession- 
^ued  markets,  a  better  value  can  gen- 
te  new  business.  In  the  restaurant 
ie  of  New  York,  expense-account-fu- 
i  temples  of  gastronomic  excess  have 
n  buffeted  by  the  new  frugality, 
ny  high-end  restaurants  are  launch- 
cheaper  "bistro"  menus.  And  many 
ers  are  closing  their  doors.  But  Car- 
le's, a  two-year-old  restaurant  on 
nhattan's  Upper  West  Side,  has  been 
king  'em  in.  It  serves  stupendous 
tions  of  Italian  food,  family-style. 


The  average  check  per  guest:  $20.  Says 
managing  partner  Scott  Spizer:  "People 
come  here  and  say,   'Chow  down!' " 

To  make  money  doing  that  sort  of 
thing,  of  course,  you  have  to  keep  an 
eagle  eye  on  costs.  Sara  Lee  Corp.,  for 
one,  knows  how  to  deliver  value  while 
collecting  healthy  profits.  The  company 
sells  its  L'Eggs  women's  hosiery  at 
some  of  the  most  competitive  prices  in 
the  market.  Because  of  heavy  spending 
on  the  most  efficient  manufacturing 
technology,  it  has  managed  to  maintain 
margins  with  almost  no  price  increases 
over  the  past  10  years.  The  combination 
of  low  price  and  a  strong  brand  has 
given  L'Eggs  a  547  share  of  its  market. 

Some  U.  S.  carmakers  are  also  learn- 
ing to  deliver  more  features  for  less 
money — while  driving  home  the  value 
message  in  ads.  "Each  of  our  car  lines 
has  a  value  story,"  says  Thomas  C. 


McAlear,  Chrysler 
Corp.'s  director  of  mar- 
keting operations.  In 
Chrysler's  "family-val- 
ue package"  for  mini- 
vans,  for  example,  the 
company  scored  a  big 
success  by  offering  ba- 
sic models  with  air-con- 
ditioning and  automatic 
transmission  thrown  in 
at  a  total  price  of 
.$14,000. 

PREMIUM    PASTE.  But 

value  doesn't  always 
mean  offering  more  for 
less.  In  fact,  the  right 
feature  or  product  attri- 
bute can  enable  a  mar- 
keter to  charge  a  premi- 
um even  in  this  frugal 
era.  In  three  years, 
Church  &  Dwight  Co. 
has  garnered  an  aston- 
ishing 87  of  the  tooth- 
paste market  with  prod- 
ucts containing  its 
signature  Arm  &  Ham- 
mer baking  soda,  which 
some  dentists  say  is 
good  for  gums.  "We 
use  the  added  perfor- 
mance to  command  a 
price  premium  of  257 
or  so,"  says  Arm  & 
Hammer  President  William  Egan  III.  Ri- 
vals are  being  roused  to  action:  Colgate- 
Palmolive  Co.  and  Unilever  U.  S.  Inc. 
may  introduce  similiar  products. 

Added  features  won't  command  high- 
er prices  if  consumers  don't  see  any  ben- 
efit, though.  That's  what  Campbell  Soup 
Co.  learned  recently  when  it  started  sell- 
ing soups  in  disposable  microwave  con- 
tainers. They  cost  a  hefty  99<t  for  7.5 
ounces — but  consumers  will  pay  for  the 
value  of  convenience,  right?  Not  this 
time.  They  opted  for  regular  Campbell 
soup  in  cans,  a  much  better  value  at  69(t 
for  7.5  ounces.  "You  can  just  throw  the 
soup  into  your  own  mug  and  then  micro- 
wave it,"  admits  Herbert  Baum,  presi- 
dent of  Campbell  Soup  U.  S.  "The  con- 
sumers voted  at  the  cash  register." 

One  added  feature  consumers  clearly 
do  like  is  enhanced  warranties,  and 
they're  a  growing  element  in  many  mar- 


VAIUE  MARKETERS: 
A  SAMPLER 

Certain  companies  are  leading  the  way  in 
focusing  on  greater  value.  Among  them: 


TACO  BELI 


►  By  reducing  operating  costs  enough  to 
make  money  on  menu  items  of  under  $1,  it 
has  reintroduced  fast-food  rivals  to  the 
notion  of  value 


WAI-MART  STORES 


►  'The  low  price  on  the  brands  you  trust.' 
The  motto  says  it  all.  Wal-Mart  is  now  the 
world's  largest  retailer 


SOUTHWEST  AIRLINES 


►  By  combining  consistently  low  fares  with 
friendly  but  bare-bones  service,  it's  the  most 
successful  carrier  of  its  size 

DATA:  COMPANY  REPORTS.  BW 


SARA  LEE 


►  Its  personal-products  subsidiary  prices  its 
L'Eggs  women's  hosiery  to  beat  store 
brands  and  still  retain  o  quality  image 


TOYOTA 


►  From  the  $7,000  Tercel  to  the  $42,000 
Lexus,  the  Japanese  carmaker  consistently 
offers  more  features  at  reasonable  price 
than  most  competitors 
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IF  YOU  THINK  WE  MAKE  ONLY  CARS, 
YOU'RE  21%  CORRECT. 


^fou  probably  think  of  Hyundai  as  the 
maker  of  world-class,  high  quality, 
affordable  motor  cars— and  you're  right. 
But  Hyundai  Motor  only  represents 
approximately  21%  of  the  Hyundai 
Business  Group  worldwide. 

Originating  44  years  ago  as  a  small 
contractor,  Hyundai  has  rapidly 
expanded  to  become  one  of  the  international  giants  in  engineering 

and  construction  with  over  US$20  billion  of 
overseas  contracts,  the  builder  and  operator  of 
a  shipyard  with  the  largest  ship  tonnage 
in  the  world,  and  the  largest  producer  of 
automobiles  in  Korea. 


In  addition,  Hyundai  is  leading  the  way  in  the 
manufacture  of  computers,  semiconductors, 
telecommunication  systems, 
heavy  equipment, 
rolling  stock,  machinery 
and  petrochemicals. 
Hyundai's  latest  venture  to  develop  the  natural  resources  of 
Siberia  is  an  illustration  of  its  pioneering  and  innovative  spirit. 


In  fact,  corporate 
depth  and  diversity 
is  one  of  the  reasons 
why  Hyundai  has 


become  a  symbol  of  Korea's  economic  success. 
Join  with  us  in  Korea  or  around  the  world  as 
we  bring  the  challenge  of  tomorrow  closer  today. 


HYUND/VI 

K  P  0  Box  92  Seoul  Korea  Tel  (02)746-1873 
Tlx  ,K23175/7  Fax  :  (021741 -2341 


keters'  efforts  to  improve  their  image 
for  value.  "Manufacturers  are  figiiting 
to  differentiate  themselves,  and  they  are 
using  warranties  to  do  it,"  says  James 
Reider,  a  senior  consultant  on  consumer 
products  at  Arthur  D.  Little  Inc.  This 
fall,  for  example,  Chrysler  is  offering  a 
choice  between  a  seven-year,  70,0()0-mile 
power  train  warranty  or  a  three-year, 
8(i,0()()-mile  warranty  on  all  jiarts.  Miche- 


lin  North  America  got  the  message,  too. 
In  mid-September,  it  introduced  a  new 
tire  warranted  to  last  80,000  miles. 
That's  some  20,000  miles  more  than  the 
best  warranties  offered  by  other  tire- 
makers  in  the  U.  S. 

Toyota  Motor  Coi»p.  demonstrated  how 
handling  of  a  warranty  problem  can  turn 
a  potential  marketing  disaster  into  a 
strong  value  message.  Soon  after  the 


U.  S.  launch  of  its  luxury  Lexus,  th 
company  had  to  order  a  recall.  It  did  it 
style:  The  weekend  before  the  recal 
dealers  phoned  every  Lexus  owner,  pe| 
sonally  making  arrangements  to  pick 
their  cars  and  offering  replacement  vel 
cles.  "In  hindsight,  it  was  a  watershe 
event,"  says  George  E.  Borst,  strateg| 
planning  chief  for  Toyota  USA. 

Ironically,  the  recall  enabled  Lexi 


CARD  WARS:  MY  VALUE  IS  BIGGER  THAN  YOUR  VALUE 


'eith  Kendrick,  marketing  chief 
of  MasterCard  International, 
ksaw  the  1980s  whimper  to  an 
end  in  focus  groups  he  staged  around 
the  country  in  1989  and  1990.  In  one 
session  for  Gold  MasterCard  holders, 
an  ad  showing  a  yuppie  buying  herself 
a  diamond  was  soundly  rejected.  The 
same  ad  had  been  applauded  18  months 
before.  "Blake  and  Krystle  Carrington 
were  out,"  says  Kendrick. 

So  MasterCard  changed.  The  card's 
motto  from  1985  to  1989  was  "Master 
the  possibilities,"  a 
theme  laden  with  the 
promise  of  self-indul- 
gence. Ads  for  the  1990s, 
by  contrast,  are  utilitari- 
an, prominently  detailing 
such  practical  Master- 
Card features  as  cash- 
machine  access.  The  com- 
pany also  is  running  a 
holiday  promotion  offer- 
ing cardholders  10%  to 
25%  discounts  when  they 
shop  at  such  possibility- 
laden  stores  as  Kmart 
and  Dress  Barn.  The  pro- 
motion's name?  Master- 
Values,  of  course. 

As  MasterCard's  shift 
shows,  the  long-running 
plastic  war  is  increasing- 
ly being  fought  on  the 
battleground  of  value. 
It's  a  brutal  fight:  Ana- 
lyst James  Hanbury  of  Wertheim 
Schroder  figures  charge  volume  in  the 
U.  S.  will  grow  only  about  7%  annually 
in  the  1990s,  down  from  a  10/^'  rate 
earlier. 

NO  FRILLS.  Crowding  the  field  are  such 
entrants  as  Sears  Roebuck  &  Co.'s  Dis- 
cover card,  which  has  demonstrated 
the  appeal  of  a  no-frills  value  message. 
Launched  in  1986,  Discover  captured 
$19  billion  in  charge  volume  by  1990. 
Customers  pay  no  fee  and  can  get  a  1% 
rebate  on  charges  they  make  on  the 
card.  True,  that  can  be  a  minuscule 
reward,  and,  at  almost  20%,  interest 


rates  are  hardly  low.  But  marketing 
chief  William  Hodges  argues  that  the 
give-back  sends  the  right  message  to 
cardholders  who  are  too  practical  to 
turn  up  their  noses  at  even  small  sums. 

One  issuer  that's  feeling  the  value 
squeeze  is  American  Express  Co.  In 
the  1980s,  the  company  used  the  tag- 
line  "Membership  has  its  privileges"  to 
triple  its  cards  outstanding  and  push 
charge  volume  worldwide  to  $111  bil- 
lion. Charge  volume  is  flat  so  far  this 
year,  however.  And  AmEx'  Travel  Re- 


'90$ 

flush  „>„es,  the 
'"^^'^-^-fhan  its  status 


lated  Services  division  took  a  $265  mil- 
lion charge  to  cover,  among  other 
things,  write-offs  for  its  Optima  credit 
card. 

Rivals  sneer  that  AmEx,  that  1980s 
avatar  of  conspicuous  consumption,  is 
about  as  poorly  positioned  as  plastic 
can  be  in  the  value-conscious  1990s. 
"They  represent  something  antithetical 
to  what's  going  on  today,"  says  Dis- 
cover's  Hodges,  citing  AmEx'  prestige 
pitch  and  the  fees  of  $55  and  up.  And 
rival  Visa  International  has  been  push- 
ing the  idea  that  Visa  is  accepted  in 
more  places  than  American  Express. 


Some  consumers  are  listening.  Trav 
eling  in  Europe  a  few  years  ago,  James] 
0.  Richards,  a  Denver-based  life  insur- 
ance consultant,  discovered  that  some] 
places  took  Visa  but  not  his  American| 
Express  Gold  Card.  So  Richards  can 
celled  his  Gold  Card — with  no  regrets.l 
"I've  got  two  Visas,  and  there's  no  an-| 
nual  fee,"  says  Richards.  "Why  wou 
I  pay  $75  or  $100  for  a  card?" 
PLASTIC  PERKS.  American  Expressl 
doesn't  like  such  talk,  but  it's  hardly] 
about  to  abandon  its  high-end  pitch. 

"There's  nothing  wron, 
with  making  Pontiacs 
says  Lewis  Taffer,  Gold 
Card's  marketing  direc- 
tor. "We  prefer  to  build 
Rolls  Royces."  So  AmEx 
is  trying  to  enhance  the 
value  of  its  cards  by  roll 
ing  out  new  services  an 
perks.  Members  can  en- 
roll in  a  savings  plan  or 
pay  extra  to  hear  about  pii 
special  low-cost  deals  on 
airline  tickets. 

Since  this  summer. 
Gold  Card  members  canRffS 
order  travelei's'  checks 
free  by  phone.  They  can 
also  participate  in  Gold 
Card  Events — a  program 
that  gets  show  and  game 
tickets  well  in  advance. 
Taffer  cites  a  strong  re- 
sponse to  Membership 
Miles,  which  cardholders  can  join  to 
earn  frequent-flier  points  or  to  get 
points  good  for  such  perks  as  a  tennis 
lesson  with  Ivan  Lendl. 

Yet  Visa  and  MasterCard  often 
match  AmEx'  efforts  in  such  areas  as 
extended  warranties  on  items  charged 
on  the  cards.  Says  Visa  USA  marketing 
chief  Bradford  Morgan:  "The  only 
thing  that  worries  me  is  if  AmEx'  im- 
age plummets  so  much  that  we  won't 
be  able  to  play  off  them."  AmEx  is 
betting  that  adding  more  value  willi 
help  it  avoid  that  plunge. 

By  Christopher  Power  in  New  York 
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Who  offers  your 
employees  more  choices 
in  retirement  plans? 


SEARS  CATCHES  THE 
VALUE  BUG 


If  value  means  de- 
livering high  quali- 
ty at  a  low  price, 
Sears,  Roebuck  &  Co. 
in  recent  years  has 
seemed  to  have  the 
formula  down  pat— only  backwards. 
Plagued  by  high  operating  costs  that 
drove  prices  up  and  saddled  with  a  rep- 
utation for  sometimes  disappointing 
goods.  Sears  lost  its  No.  1  spot  in  re- 
tailing to  Wal-Mart  Stores  Inc.  So,  it's 
something  of  a  surprise  to  hear  praise 
for  a  Sears  marketing  initiative,  Kid- 
Vantage.  "This  is  the  brightest  idea 
they  have  had  in  years,"  says  Kurt 
Barnard,  editor  of  the  newsletter  Re- 
tail Management  Report. 

Launched  this  summer,  KidVantage 
is  Sears'  attempt  to  come  up  with  a 
value  message.  In  focus  groups,  par- 
ents said  they  wanted  Sears  to  offer 
better  pricing,  more  frequent  sales, 
name-brand  kids'  clothes,  and  some 
way  to  protect  against  the  inevitable 
wear  and  tear  of  children's  clothing. 
MORE  SALES.  So,  honoring  the  first 
commandment  of  marketing — Listen 
To  Thy  Customer — Gary  Ramsey,  mer- 
chandise manager  for  children's  cloth- 
ing, cooked  up  KidVantage.  The  pro- 
gram features  more  than  70  brand 
names,  including  Oshkosh  B'Gosh.  It 
offers  shoppers  a  frequent-purchase 
card  to  help  them  track  spending  and 
earn  discounts.  And  Sears'  "WearOut 


Warranty,"  offers  free 
replacement  of  kid's 
duds  if  they  wear  out 
while  the  child  is  still 
the  same  size. 
Sears  has  stumbled 
in  children's  clothing  before:  A  venture 
with  McDonald's  Corp.  to  expand  into 
kiddie  boutiques  was  killed.  Mean- 
while, Kids  'R'  Us,  a  creation  of  Toys 
'R'  Us  Inc.,  has  an  estimated  $690  mil- 
lion in  sales.  The  GapKids  division  of 
The  Gap  Inc.  generates  about  $235  mil- 
lion in  sales.  Throw  in  the  children's 
sections  of  Wal-Mart,  Kmart,  and  oth- 
ers, and  kiddie  clothing  has  become  a 
donnybrook  of  mass  merchants. 

Ramsey  won't  disclose  numbers  for 
KidVantage,  but  he  is  pushing  the  pro- 
gram hard.  Sears  has  mailed  details  to 
its  28  million  credit-card  holders.  Will  it 
pay  off?  Could  be.  Carolyn  Bauer,  a 
mother  in  Evergreen,  Colo.,  recently 
spent  $60  at  Sears  on  snow  clothes  for 
her  two  children.  She  found  the  war- 
ranty appealing.  "I  saved  the  tags  be- 
cause the  snow  clothes  will  get  bat- 
tered," she  says.  "There's  a  good 
chance  they'll  wear  them  out." 

The  value  bug  could  spread  through- 
out Sears.  Already,  it  is  launching  a 
club  for  Craftsman  tool  owners  that 
includes  discounts  and  how-to  tips.  It's 
value  marketing,  all  right,  and  could  be 
just  the  medicine  for  what  ails  Sears. 
By  Christopher  Power  in  New  York 


dealers  to  establish  relationships 
their  customers — and  forming  such  rel' 
tionships  can  be  another  vital  element  > 
value  marketing.  Consumers  want 
know  they're  dealing  with  a  responsiv 
accountable  entity.   "You  hear  tl 
phrase  'relationship  marketing'  a 
these  days,"  says  Barbara  S.  Feigin, 
rector  of  strategic  services  at  Grey  I 
vertising.  "But  the  marketers  who  reall 
embrace  consumers  will  win." 

That  can  be  as  simple  as  producin 
fact-packed  ads.  Or  it  can  mean  settin 
up  an  800  number  that  gives  customei 
a  way  of  communicating  with  the  cor 
pany — and  the  company  a  way  to 
what  customers  want.  Burger  Kir 
Corp.,  for  example,  introduced  an  8C 
number  two  years  ago.  When  the 
tested  recycled  bags  in  50  stores, 
tive  calls  came  in  so  fast  that  the  comp- 
ny  went  nationwide  with  the  bags  in  si 
weeks  instead  of  pursuing  the  muc 
longer  rollout  it  had  planned. 
HEARTBREAKER.  But   relationships  ca 
sometimes  break  hearts.  At  Randall' 
Food  Markets  Inc.  in  Houston,  exec" 
tives  tried  to  build  ties  to  shoppers  wi 
a  frequent-buyer  program  that  offered 
monthly  rebate.  "People  would  get 
check  for  $L20,"  says  President  R.  Rar 
dall  Onstead  Jr.  "They  could  save  th? 
much  on  three  coupons.  It  was  a  tot 
flop."  Now,  Randall's  focuses  its 
gies  on  improving  service  in  its  stores. 

The  worst  fate  of  all  awaits  marketer 
who  promise  value  at  the  right  price 
and  then  don't  deliver.  Says  marke 
consultant  Marc  C.  Particelli  of  Boo- 
Allen  &  Hamilton  Inc.:  "Unless  a  bran 
has  substance  to  support  its  promise, 
its  equity  begins  to  deteriorate."  A  dr: 
matic  case  in  point  is  Compaq  Compute 
Corp.,  which  steadfastly  maintained  a 
much  as  a  35%  price  premium  over  othe 
personal-computer  makers.  For  year, 
its  technological  superiority  justifie 
that  price,  but  the  increasing  quality  o 
IBM-compatible  clones  eroded  Compaq'^ 
claim  to  premium  value. 

In  contrast,  Apple  Computer  Inc.  sucMm 
cessfully  readjusted  its  prices:  The  ne\i  p 
Macintosh  Classic  II,  at  $1,899,  is  pricie 
than  IBM  clones  but  half  the  cost  of  th- 
old  Mac  and  loaded  with  features.  Say 
Apple  US.A.  President  Robert  Puette 
"Value  is  what  Apple  is  all  about." 

Value,  of  course  is  what  every  mar 
keter  should  be  all  about.  The  marketer 
who  figure  out  how  to  add  value  wil 
thrive  even  in  these  tough  times.  Thi 
ones  who  treat  value  as  the  jargon  o 
the  age  may  end  up  wishing  they  ha( 
never  heard  of  value  marketing. 

By  Christopher  Power  in  New  York,  witl 
Walecia  Konrad  in  Atlanta,  Alice  Z.  Cunet 
in   San   Francisco,  James  B.  Treece 
Detroit,  and  bureau  reports 
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UNUM. 

That^  wha 


UNUM.  You  offer  your  employees  maximum 
flexibility  with  comprehensive  401  (k)  and 
tax-sheltered  annuity  plans. 

UNUM  .  You  benefit  from  a  wide  range  of 
investment  choices  handled  by  some  of  the 
industry's  most  respected  fund  managers. 


UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans.  ^ 


You  can  count  on  what  we  know. 


l  iNlJM  Lite  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  throu^ 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
Kew  York)  I-irst  TNl'M  Life  Insurance  Company  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 

1-800-634-8026 


COMPUTERS  I 


HE'S  GA-GA  ABOUT  HIS  BABY 
—AND  HE'S  NOT  ALONE 


Bob  Brunner's  well-received  laptop  sells  Apple  on  in-house  design 


ol)  Brunner  can't  keep  his  mind 
off  it.  It's  granite-gray,  weighs 
5.1  pounds,  and  Brunner  brings  it 
to  bed  night  after  night.  His  wife  is  fed 
up,  he  says. 

Yet  Brunner  is  no  ordinary  consumer 
swept  away  with  product  lust.  The  tall, 
blond,  33-year-old  Californian  is  manager 
of  industrial  design  at  Apple  Computer 
Inc.,  and  the  "it"  is  his  baby,  Apple's 
new  PowerBook  notebook  computer. 
While  Apple  worked  with  Sony  Corp.  to 
engineer  and  manufacture  the  machine, 
Brunner's  hot  design  team  out  of  Cuper- 
tino, Calif.,  shaped  what  users  see  and 
touch,  from  the  novel  trackball  in  the 
middle  of  the  keyboard  to  its  playful 
hotdog-shaped  screen  hinge. 

Industrial  designers  invariably  go  ga- 
ga over  their  own  products.  But  just  a 
week  after  PowerBook  was  introduced, 
it  appears  that  customers  can't  keep 
their  hands  off  Brunner's  baby,  either. 
"We're  totally  crazy  about  it,"  says  a 
salesman  at  ComputerWare  Inc.  in  Sun- 
nyvale, Calif.  People  are  lining  up  to 
play  with  the  store's  one  demonstrator. 


While  Brunner  looks  like  a  guy  who 
would  be  happier  with  a  surfboard  under 
his  arm  than  with  sketches  and  foam 
models,  he  is  no  laid-back  Californian. 
Until  two  years  ago,  he  was  an  ambi- 
tious member  of  Silicon  Valley's  hip, 
young  design  fraternity.  He  was  on  the 


POWERBOOK'S  CENTERED  TRACKBALL  CAN  BE 
USED  BY  RIGHTIES  AND  SOUTHPAWS  ALIKE 
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BRUNNER  HAS  TRIPLED 
THE  NUMBER  OF 
DESIGNERS  AT  APPLE 


fast  track,  coUectin 
awards  and  a  list  of  cl' 
ents  at  Lunar  Design, 
respected  consultancy. 
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In  1989,  howevej 
Brunner  gave  up  his  ir 
dependence  and  wen 
corporate  by  joining  A[ 
pie.  Brunner  really  se 
tongues  wagging  in  Sil 
con  Valley's  gossipy  d( 
sign  community  by  ar 
nouncing  that  he  wa 
going  to  end  Apple' 
longtime  dependence  ofcijli, 
outside  consultants  an 
build  a  powerful  ir 
house  group  to  desig 
the  company's  newesF 
products. 

Brunner's  strategy 
risky.  It  certainly 
lows  for  faster,  mor 
strategic  use  of  desigi 
But  much  of  Apple's  past  success  ha 
been  bound  up  with  outside  designers- 
ever  since  Steve  P.  Jobs  hired  the  mei 
curial  Hartmut  Esslinger  of  frogdesig 
Inc.  Esslinger  left  when  Jobs  did  in  198 
anti  Apple  turned  to  a  slew  of  consu 
tants.  But  without  the  autocratic  Es 
linger,  Apple  lost  a  strident  desig 
champion  and  began  losing  its  edge.  Ai 
pie  turned  out  some  design  bombs,  ii 
eluding  the  18-pound  "portable"  Mac. 

Since  his  arrival,  Brunner  has  triple 
his  staff.  His  team  has  access  to  ever 
conceivable  state-of-the-art  tool,  fror 
huge  stereo  lithography  machines  th£ 
make  models  to  a  Cray  computer  the 
conducts  mold-flow  analyses  of  plasti 
casings.  Most  important,  Brunner  ha 
the  ear  of  the  boss.  Chief  Executiv 
John  Sculley,  who  meets  with  Brunne 
weekly,  says  good  design  is  critical  fc 
the  company  "to  recapture  the  idea  th 
Apple  is  on  the  edge  of  innovation." 
NO  HANDLE.  The  PowerBook  series  ■ 
notebooks,  starting  at  $2,299,  is  the  la 
est  and  splashiest  example.  Brunner' 
initial  efforts  included  last  year's  wel 
received  Macintosh  LC,  but  the  Powe: 
Book,  announced  on  Oct.  21,  is  a  majc 
design  statement.  Apple  researc 
showed  that  it's  not  just  flying  exec 
who  use  portables  these  days.  As  weigl 
and  size  have  fallen,  lots  of  ordinar 
business  folk  have  taken  to  toting  the: 
notebook  computers  from  meeting  t  lilmap 
meeting  throughout  the  day  and  hom 
at  night  and  on  weekends. 
The  hardware  translation:  No  handl 


for  example,  because  Brunner  believe 
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Fa  Windov^. 

The  First  And  Only  dBASE  Database 
And  Language  For  Windows 


5ASE™  for  Windows  is  here.  Today. 

It  goes  by  the  name  of  dBFast™ 
id  it's  the  high-performance 
atabase  and  dBASE/X-Base  lan- 
aage  that  is  the  fastest,  smartest 
id  easiest  way  for  millions  of  users 
id  developers  to  join  the  Windows 
■volution. 


dBFasf 


dBFasc  helps  you  create  powerful, 
'raphical  database  applications  quickly  and 
easily  with  pull-down  menus,  check  boxes, 
radio  buttons  and  even  bitmap  images. 


The  Complete  dBase  System 


For  Microsoft  Windows 
>M«ooms 


Ftee 

Demo  Disk 


in 


waited  long 
enough? 


Your  applications  will  really  come  to  life 
with  multiple  colors  and fonts. 

Graphical,  colorful  dBFast  will 
ring  new  life  to  all  of  your  existing 
BASE  programs.  Liven  them  up 
dth  multiple,  moveable  windows, 
ull-down  menus,  check 
oxes,  dialog  boxes,  radio 
uttons,  push  buttons  and 
itmap  pictures. 

dBFast  also  helps  you  windows 
reate  new  dBASE  programs  quickly 
nd  easily.  Unlike  other  Windows 

1991  Computer  Associates  International,  Inc..  711  Stewart  Avenue.  Garden  City.  NY  11530-4787.  All  trade  names  referenced  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
3ASE  is  a  registered  trademark  of  Ashton-Tate  Corporation. 


development  systems 
that  force  you  to  learn 
anew  language, 
dBFast  allows  dBASE, 
Fox  and  Clipper  devel- 
opers to  use  the  lan- 
guage they  already  know  with  more 
than  200  extensions  and  an  interac- 
tive editor,  compiler  and  linker.  And 
full  industry  standard  DDE  and  DLL 
protocols  allow  your  programs  to 
communicate  with  other  Windows 
applications. 


So  call  1-800-645-3003  and  we'll 
rush  you  a  free  Demo  Disk. 
Call  right  now. 

After  all.  ^  ^ 
haven  t  you  {MONiPUTER 

rISSOCIATES 

Software  superior  by  design. 


I 


users  will  carry  a  PowerBook  like  a  Filo- 
fax.  The  clasp  on  the  PowerBook  opens 
quickly  and  easily  with  one  hand.  The 
flat  surface  in  front  of  the  keyboard,  on 
which  to  rest  the  heels  of  your  hands, 
makes  it  easier  to  type  on  your  lap.  Flip- 
down  feet  adjust  the  angle  of  the  key- 
board for  writing  on  a  conference-room 
table  or  your  own  desk.  Add  to  that 
Macintosh's  easy-to-understand  software 
features,  boasts  Brunner,  and  the 
PowerBook  becomes  "one  of  the  most 
usable  portables  on  the  market." 

The  eye-popper,  in  terms  of  pure  de- 
sign novelty,  is  clearly  the  trackball.  By 
putting  it  directly  on  the  keyboard, 
Brunner  did  away  with  the  awkward 
clip-on  trackballs  and  tethered  mice  used 
in  other  lai)tops.  Planted  in  the  center  of 
the  machine,  it  can  be  used  by  righties 
and  southpaws  without  any  adjust- 
ments. The  tooling  and  engineering  re- 
quired to  make  that  happen  were  not 
trivial,  but  that  means  it  is  not  easily  or 
cheaply  copied,  either. 
WRIST  COMPUTER?  The  choice  of  color 
for  the  case  was  not  merely  a  designer's 
aesthetic  preference.  Studies  show  that 
consumers  associate  darker  colors  with 
richness  and  value.  Black  might  seem 
the  obvious  choice.  Apple  went  with 
dark  gray,  partly  because  a  black  com- 
puter would  not  meet  European  contrast 
and  reflectivity  standards,  blocking 
some  purchases  from  overseas. 

Manufacturing  issues  play  a  big  role 
in  Brunner's  designs.  Apple  uses  snap-in 
plastic  subassemblies  to  make  many  of 
its  desktop  machines  easier  for  robots  to 
assemble.  But  that  adds  more  plastic 
material.  To  save  weight  and  size  in  the 
PowerBook,  Brunner  turned  to  "a 
brand-new  discovery" — old-fashioned 
screws.  The  trade-off:  PowerBooks  re- 
quire more  hand  assembly  for  the  tiny 
screws. 

Brunner  is  also  creating  "concept  com- 
puters" analogous  to  Detroit's  concept 
cars.  A  favorite:  the  Time  Band,  a  com- 
puter that  might  sit  on  the  wrist  and 
manage  your  schedule  via  radio  links  to 
other  computers  that  track  your  appoint- 
ments and  plane  and  train  schedules.  It 
could  be  sold  as  a  "wristMac." 

Sculley  says  he  remains  committed  to 
having  a  top-flight  design  team  within 
Apple,  and  PowerBook  certainly  helps 
justify  that  stance.  But  the  company  has 
been  under  cost  pressure  as  profits  have 
plunged.  Brunner's  department  has  been 
spared,  but  he  has  clearly  become  more 
stressed.  Although  he  tries  to  get  home 
in  time  to  spend  early  evenings  with  his 
wife  and  two  young  daughters,  Apple 
designers  say  they  receive  electronic 
mail  from  him  in  the  wee  hours  of  the 
night.  That's  when  his  bedside  Power- 
Book  comes  in  handy. 

By  Joan  O'C.  Hamilton  in  Cuperti)io, 
Calif.  ' 


VICTOR  PALMIERI  STEPS  UP 
TO  THE  PLATE  AGAIN 


This  time,  he's  out  to  turn  around  America's  largest  failed  insurer 


To  members  of  the  Turnaround  Man- 
agement Assn.,  Victor  H.  Palmieri  is 
practically  a  deity.  So  when  the  re- 
nowned corporate  workout  specialist 
strode  up  to  the  podium  at  the  TUA's  annu- 
al meeting  in  early  October,  he  knew  he 
was  among  friends.  He  had  intended  to 
start  his  speech  with  a  few  of  his  favorite 
one-liners,  such  as:  "There  was  a  time 
when  people  thought  being  a  turnaround 
expert  meant  you  were  a  cross-dresser." 
Or  "retired  politicians  turning  around  fi- 
nancial institutions  is  like  Mike  Tyson  hir- 
ing on  as  counselor  for  battered  wives." 
But  Palmieri  decided  to  depart  from  the 
script  for  his  opening  line,  and  it  cracked 
the  audience  up.  "Good  morning,  class," 
he  ad-libbed.  "We're  going  to  start  out 
with  a  tough  one.  It's  called  Crazy  Eddie." 

Palmieri  can  joke  about  Crazy  Eddie 
now,  but  the  laughter  hides  a  painful  chap- 
ter in  his  career.  After  making  his  name 
with  bailouts  at  Penn  Central  Corp.  and 
Baldwin-United  Inc.,  Palmieri  and  a  group 
of  investors  bought  control  of  Crazy  Eddie 
Inc.  in  1987,  with  plans  to  fix  it  up.  In- 
stead, the  New  York  electronics  retailer 
went  bust.  His  reputation  damaged,  Pal- 
mieri seemed  to  drop  from  sight.  "It  really 


hurts,  because  I've  been  tagged  with  it 
he  says.  "It  hurts  my  pride." 

Now,  the  61-year-old  Palmieri  has  a  sho 
at  burying  the  ghost  of  Crazy  Eddie.  H( 
has  been  put  in  charge  of  rehabilitatini  itts 
Mutual  Benefit  Life  Insurance  Co.,  seize 
by  New  Jersey  regulators  last  summerjfi- 
The  victim  of  real  estate  investments  gou' 
bad,  Mutual  Benefit,  in  Newark,  N.J.,  i: 
the  largest  American  insurer  to  fail.  Sine 
August,  Palmieri  and  a  dozen  adviser: 
have  been  scrambling  to  come  up  with  c 
rehabilitation  plan  for  Mutual  Benefit.  Th( 
plan  may  include  some  asset  sales.  Al  'llflOl 
ready,  he  has  sold  off  the  company's  fticcii 
group-insurance  business  for  around  $50(  ll 
million.  But  Palmieri  is  keeping  his  options  Bcai 
open  until  he  has  a  formal  rehab  plai  is 
ready  in  November. 

Until  then,  he  is  driving  himself  and  his  fj 
team  hard,  putting  in  long  hours  anc 
working  most  weekends.  It's  a  mode  he's  p,,^, 
comfortable  with,  particularly  after  sever 
al  years  out  of  the  spotlight.  "This  is  pre 
cedent-setting,  with  major  implications, 
says  Peter  Martosella,  Palmieri's  right 
hand  man.  "Victor  likes  that." 

When  he  came  on  board  as  CEO,  Pal 
mieri  found  a  company  in  chaos.  In  th( 
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le  language  may  be  difficult, 
le  food  may  be  different, 
le  customs  may  be  untamiliar. 
It  making  a  phone  call  back  to  the 
■s  can  be  easy 

St  dial  the  special  AT&T  USADirect® 
ss  number  for  the  country  you're  in. 
ithin  seconds,  you're  in  touch  with 
T&T  Operator  in  the  U.S.  who  can 
you  complete  your  call. 


U.sc  \\  )ur  A  T&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  ATc^T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  ATcK:T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing /IT^r 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 

AT&T  USADirect  Sen  ice. 

Your  express  C(  )iinecti(  )n  to  ATcS;T  sei"\'ice. 


AT&T 

The  right  choice. 


weeks  before  state  regulators  took  over, 
Mutual  Benefit's  bond  rating  had  tumbled, 
sending  frightened  policyholders  on  a  mad 
dash  for  their  cash.  Employees  were  de- 
moralized and  afraid. 

Palmieri  immediately  called  a  series  of 
employee  meetings  in  the  company  cafete- 
ria. He  told  them  things  were  going  to  get 
worse  before  they  got  better — but  they 
would  eventually  get  better.  "Some  people 
expected  sympathy,"  says  Executive  Vice- 
President  Kathleen  Koerber.  "But  I  think 
his  was  the  right  approach.  Employees 
had  been  listening  to  a  lot  of  sugarcoating 
lately."  Since  then,  Palmieri  has  concen- 
trated on  meeting  with  others  who  hold 
the  key  to  his  success  or  failure:  Mutual 
Benefit's  creditors,  contract  holders,  and 
policyholders,  whose  accounts  have  been 
frozen. 

Unlike  other  workout  specialists  who 
try  to  restrict  the  flow  of  information  to 
gain  more  control,  Palmieri  stresses  an  at- 
mosphere of  openness  and,  cooperation.  So 
far,  he  seems  to  be  succeeding.  "You  can 


his  work  at  Baldwin-United  was  less  than 
a  total  success,  since  it  emerged  from 
bankruptcy  a  shadow  of  its  former  self. 
Those  critics  "have  absolutely  no  under- 
standing of  the  fact  that  Baldwin  was 
probably  the  most  complicated,  the  most 
complex  financial  structure  that  anybody 
has  ever  had  to  reorganize,"  he  says.  "I 
view  [the  reorganization]  as  a  miracle." 

There  was  nothing  complicated  about 
Palmieri's  climb  to  the  top  of  his  profes- 
sion: He  got  on  the  fast  track  early  and 
stayed  there.  The  son  of  an  Italian  engi- 
neer who  emigrated  to  the  U.  S.  in  the 
1920s,  Palmieri  grew  up  in  Southern  Cali- 
fornia and  got  bachelor's  and  law  degrees 
from  Stanford  University.  He  practiced 
law  in  Los  Angeles  in  the  1950s  and  then 
went  to  work  for  a  client,  real  estate  devel- 
oper Janss  Investment  Corp.  In  the  late 
1960s,  he  co-founded  an  educational-ser- 
vices company — since  sold  to  Encylopaedia 
Britannica  Educational  Corp. — and  Pal- 
mieri Co.,  his  consulting  firm.  Twice  he 
has  stepped  away  from  business  to  work 


took  over  faltering  Baldwin-United.  The 
nancial-services  and  insurance  compan; 
once  a  simple  piano  maker  in  Cincinnal; 
had  become  a  debt-soaked  mess.  Und( 
bankruptcy  protection,  Palmieri  sold  o 
most  of  its  assets,  and  it  emerged  fro 
Chapter  11  in  1986. 

EMPTY  WAREHOUSES.  It  was  around  th 
time  that  Palmieri  took  his  most  fatefi 
misstep.  He  and  Oppenheimer  &  Co.  crea 
ed  a  $100  million  fund  to  invest  in  trouble 
companies.  After  looking  at  scores  of  ca: 
didates,  they  settled  on  Crazy  Eddie, 
had  a  great  presence  in  New  York,  but  i' 
management  was  locked  in  a  bitter  figh 
and  its  stock  was  low,  Palmieri  explain 
Yet  a  week  after  winning  control,  the  P; 
mieri  group  alleges,  an  examination 
Crazy  Eddie's  $125  million  inventory 
vealed  that  only  half  of  it  was  really  ther 
Peter  Martosella  broke  the  news  to  h 
boss.  "My  God,"  was  all  Palmieri  cc 
say. 

Other  than  bad  feelings,  not  much 
mains  of  Crazy  Eddie  today.  The  compar 
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pick  up  the  phone  and  call  him  without  be- 
ing put  through  10  channels,"  says  Shawn 
Kelly,  lawyer  for  a  group  of  Mutual  Bene- 
fit contract  holders.  "We  think  that's 
important." 

KID  GLOVES.  Palmieri  operates  with  an  air 
of  confidence.  Even  his  opponents  in  nego- 
tiations tend  to  treat  him  with  kid  gloves. 
Once,  during  the  Baldwin-United  deal,  his 
back  medicine  kicked  in  during  a  crucial 
meeting  with  creditors,  and  he  dozed  for 
half  an  hour.  When  he  woke  up,  he  spoke 
for  10  minutes  about  the  subject  they  had 
just  finished  discussing — and  no  one  dared 
interrupt  him.  Sober  and  blunt,  he  typical- 
ly shows  little  emotion.  Colleagues  say  he 
often  greets  both  good  and  bad  news  with 
the  same  straight  face  and  a  measured 
"Mm-hmm."  Meetings  with  him,  says  lob- 
byist Loretta  Glucksman,  "can  be  daunt- 
ing, but  sort  of  tantalizing." 

For  all  his  confidence,  Palmieri  bristles 
easily.  Mention  that  some  people  think  his 
pay — around  $900,000  a  year — seems  high. 
"Those  are  rounding  errors  on  the  kind  of 
money  you  can  make  on  Wall  Street,"  he 
retorts.  Mention  that  some  people  think 


in  Washington.  In  1967,  he  was  director 
of  the  National  Advisory  Commission  on 
Civil  Disorders,  and  in  1979,  he  was  an 
Ambassador-at-Large  in  charge  of  refugee 
affairs. 

Nowadays,  Palmieri  lives  in  Manhat- 
tan's artsy  SoHo  district  with  his  third 
wife,  executive  recruiter  Cathryn  Connors 
Palmieri.  They  met  in  a  Rockefeller  Center 
elevator  and  were  married  last  year.  While 
Palmieri's  role  at  Mutual  Benefit  has  limit- 
ed their  once-frequent  tennis  games,  he 
still  finds  time  to  indulge  his  other  main 
hobby:  cooking.  Their  apartment  is  de- 
signed around  a  huge,  airy  kitchen,  and 
sprawling  dinner  parties  are  routine.  "My 
risotto  is  clearly  at  a  different  level  than 
even  the  best  New  York  restaurants,"  he 
boasts. 

As  a  turnaround  doctor,  Palmieri  hit  the 
big  time  in  the  early  1970s,  when  he  was 
hired  to  spin  off  Penn  Central's  vast  non- 
rail  assets.  He  disposed  of  thousands  of 
properties,  including  New  York's  Waldorf- 
Astoria  hotel  and  the  Yale  Club,  with  a  to- 
tal worth  of  more  than  $1  billion.  His  next 
high-profile  job  came  in  1983,  when  he 


went  bankrupt  not  long  after  Palmie 
took  over,  and  it  was  eventually  liquida 
ed.  Palmieri  has  brought  a  lawsuit  again 
the  chain's  founding  family  and  their  auc 
tors.  Peat  Marwick  Main  '&  Co.  The  cas 
should  come  to  trial  next  year.  In  an  u 
usual  move,  Palmieri  returned  the  unspei 
portion  of  his  Oppenheimer  fund  to  inve 
tors.  "I  just  said:  'Screw  it,'  "  he  recalls, 
was  so  disgusted." 

Since  then,  Palmieri  has  been  lying  fai 
ly  low.  He  failed  to  turn  around  a  solar-e 
ergy  company  called  Chronar  Corp.,  but 
was  mercifully  small  and  didn't  general 
much  bad  publicity.  Now,  he  is  nearly  fi 
ished  resuscitating  Colorado-Ute  Electr 
Assn.,  a  big  utility  that  overexpanded  ar 
was  choking  on  debt.  Still,  the  specter  < 
failure  infuriates  him.  "I  have  to  keep  te 
ing  myself  that  if  you  go  to  the  plate  co: 
sistently,  you're  going  to  get  criticize 
when  you  strike  out,"  he  says.  "The  timt 
you  got  on  base  or  scored  a  run  are  goin 
to  be  yesterday's  news."  With  any  luc 
the  crisis  at  Mutual  Benefit  will  turn  im 
the  home  run  he's  been  looking  for. 

By  Peter  Finch  in  Newark.  N. 
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COPING  WITH  UNEXPECTED  GROWTH. 


Growth  Is  great. 

It  s  what  every  business  scratches,  digs  and  sweats  for. 
But  It  can  present  problems  If  you're  not  ready  for  it.  To 
handle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
3ne  of  Minolta's  small  business  copiers  would  be  an  excellent 
place  to  start. 

In  addition  to  being  compact,  easy  to  operate  and  load. 
l:hey  can  give  you  the  Kinds  of  things  that  help  any  growing 
business  keep  up. 

Like  complete  sets  of  copies  (without  expensive  sorting 
attachments).  Cartridge  loading.  Interrupt  capability  (which 


allows  you  to  jump  in  and  make  a  guick  copy  even  In  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  If  you  want  a  copier  that  will  allow  you  to  be  ready 
for  whatever  crops  up,  call  1-800-9 -MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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BUDDY,  CAN  YOU  BORROW 
A  DIME? 
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Just  when  banks  need  the  profitable  retail-lending  business  most,  consumers  have  turned  thrifty 


turn 


Commercial  banks  by  the  thousands 
these  days  are  reeUng  from  billions 
of  dollars  worth  of  bad  real  estate 
and  corporate  loans.  Yet  for  most  of 
them,  there  has  been  a  heartening 
bright  spot:  retail  customers.  Excluding 
mortgages,  consumer  lending,  which 
jumped  807'  between  1985  and  1989,  to 
$400  billion,  has  been  a  cash  cow  that 
has  offset  the  bleak  profusion  of  write- 
downs and  write-offs. 

No  longer.  With  unemployment  up 
and  the  economic  recovery  sputtering, 
consumers  are  feeling  badly  strapped. 
Personal  bankruptcies  are  on  the  rise. 
Loan  delinquencies  remain  stubbornly 
high.  And  demand  for  new  credit  is 
slowing.  Retail  banking,  says  analyst 
Charles  Peabody  of  Kidder,  Peabody  & 
Co.,  "will  still  be  profitable.  But  you 


won't  see  the  big  returns  of  past  years." 

Even  more  troubling  to  bankers  is  the 
likelihood  that  consumers  may  not  re- 
turn to  their  free-spending  ways  for 
years,  if  ever.  After  the  debt  binge  of 
the  Roaring  Eighties,  households  are 
busily  cleaning  up  their  balance  sheets 
and  paring  their  debt  payments.  Many 
economists  believe  that  formerly  con- 
spicuous consumers  are  increasingly  fa- 
voring savings  and  investment.  "People 
are  turning  away  from  debt,"  says  econ- 
omist Allen  Sinai  of  the  Boston  Co.  "We 
might  not  see  the  same  volume  of  pur- 
chasing for  (juite  a  while." 
SCRAMBLING.  This  newfound  consumer 
thrift  couldn't  have  come  at  a  worse 
time  for  banks.  The  extent  to  which 
banks'  retail  divisions  are  no  longer  eas- 
ing the  pain  of  ailing  real  estate  portfo- 


lios and  scarce  corporate  borrowers  i  an 
illustrated  most  graphically  by  Citibanl  itnipl 
which  on  Oct.  15  reported  a  staggerin 
third-quarter  loss  of  $885  million,  stenfjest 
ming  from  asset  write-downs  and  sevei 
ance  costs.  Equally  alarming,  thougl 
was  the  slowdown  in  Citi's  retail  bus 
ness.  Profits  at  Citi's  once-enviable  coi 
sumer  bank,  the  largest  in  the  natioi  »% 
tumbled  to  $56  million  in  the  third  qua 
ter,  from  $286  million  a  year  ago.  Cit 
corp  Chairman  John  S.  Reed  says  th 
his  bank's  consumer  earnings  ma 
plunge  as  much  as  257  this  year.  I 
1990,  Citi  earned  a  record  $979  millio 
from  global  consumer  operations. 

It's  easy  to  see  why  bankers  scran 
bled  to  get  into  the  consumer  business  i 
the  1980s.  The  eight-year  economic 
pansion  that  began  in  1983  fueled  a  jiat^j 
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irecedented  era  of  uninhihiled  spend- 
.  As  baby  boomers  enlered  the  work 
ze,  the  appetite  for  bif^-ticket  items 
red.  Banks  jumped  to  meet  the  swell- 
demand  for  credit.  Branch  networks 
ead,  automatic  teller  machines  multi- 
d,  and  consumer  lending  from  credit 
is  to  home-e(iuity  loans  skyrocketed, 
at's  more,  the  federal  government  in- 
!Ctly  encouraged  the  spending.  Until 
Tax  Reform  Act  of  1986,  interest  on 
sumer  loans  was  fully  deductible, 
lankers  especially  relished  the  con- 
ler  business.  Compared  with  corpo- 
i  borrowers,  households  are  far  bet- 
credit  risks.  Retail  loans  are  small 

spread  widely  over  the  population, 
ly're  also  more  profitable.  Although 
prime  lending  rate  has  fallen  to  87s 
sumer  rates  remain  steep:  Big  banks 

charge  19.87  on  credit-card  loans. 
RY  CONSUMERS.  The  retail- 
king  boom  began  fading  last 
r  as  the  weakening  economy 
sed  consumers  to  start  reduc- 

their  heavy  debt  load.  The 
np  in  real  estate  prices  also 
int  fewer  applications  for 
16  mortgages.  The  downturn 
^lerated  after  Iraq  invaded 
ivait  and  war  loomed.  As  con- 
lers'  confidence  ebbed,  they 
an  cutting  back  on  new  pur- 
ses. Then,  after  months  of 
•ning  from  forecasters,  the 
nomy  finally  slipped  into  re- 
sion.  Unemployment  rose, 
sumer-loan  growth  stalled, 

delinquencies  crept  up. 
Consumers  remain  leery.  On 
.  29,  the  Conference  Board  re- 
ted  that  consumer  confidence 
k  to  recession-era  levels  in 
ober,  despite  signs  of  an  eco- 
lic  recovery.  Unemployment 
lains  a  big  scare,  especially 
mg  white-collar  workers,  who 
litionally  have  accounted  for 

biggest  share  of  consumer 
rowing.  And  household  bud- 
s  are  stretched.  Personal- 
kruptcy  filings  jumped  237  in 
12  months  ended  in  June,  the 
gest  leap  since  1986.  So,  loan 
nquencies  remain  high  (chart), 
ust  as  distressing  to  bankers  is  the 
tening  demand  for  fresh  loans.  Banks 
e  had  to  become  much  stricter  in 
iding  out  poor  credit  risks.  Yet  at  the 
le  time,  they've  had  a  hard  time  get- 
l  business  from  creditworthy  borrow- 
,  who  have  been  shying  away  from 
rything  from  auto  loans  to  home 
rtgages.  Once  rapidly  growing  credit- 
d  loans  actually  fell  to  $130  billion  at 

end  of  June,  from  $133  billion  at  the 
.  of  1990,  according  to  the  Federal 
josit  Insurance  Corp.  Analyst  James 
Sanbury  of  Wertheim  Schroder  &  Co. 
imates  that  charge  volume  in  the 


U.  S.  will  grow  only  77  a  year  in  the 
1990s,  vs.  107  in  the  1980s. 

Applications  for  home-equity  loans, 
still  popular  and  tax-deductible,  are 
slowing.  At  the  end  of  June,  there  were 
$66  billion  worth  of  home-equity  lines  of 
credit  outstanding,  up  207  from  the  pre- 
vious June,  according  to  the  FUIC.  But 
many  bankers  say  demand  has  subsided 
greatly  in  recent  months  as  consumers 
refinance  existing  home  mortages  at 
lower  rates.  At  Wells  Fargo  &  Co.,  one 
of  the  biggest  home-equity  lenders  in 
the  nation,  the  volume  of  new  loans  is 
down  107  from  year-ago  levels,  says 
James  G.  Jones,  head  of  consumer  credit 
for  the  San  Francisco-based  bank. 

What's  more,  some  experts  fret  that 
delinquency  rates  on  home-equity  lines 
of  credit,  less  than  1%  at  the  end  of 
June,  might  move  up  smartly  next  year. 
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Economist  Paul  Getman  of  Regional  Fi- 
nancial Associates,  a  Westchester  (Pa.) 
consulting  firm,  calls  the  rate  "suspi- 
ciously low."  He  believes  that  house- 
holds are  drawing  down  their  lines  just 
to  meet  other  obligations. 

Despite  setbacks  on  the  retail  front, 
consumer  loans  will  never  be  as  trouble- 
some to  banks  as  commercial  real  estate. 
A  survey  by  the  FDIC  of  100  mostly  re- 
tail banks,  including  many  established 
solely  to  issue  credit  cards,  showed  an 
average  return  on  equity  of  roughly  297 
last  year.  A  similar  study  reporteci  that 
the  ROE  had  fallen  to  227  in  the  first 
half  of  1991,  but  the  profitability  re- 


mained far  above  the  97  return  that  the 
banking  industry  as  a  whole  generated. 

But  those  hefty  margins  will  be  in- 
creasingly squeezed  in  the  years  ahead. 
Ameritech  will  soon  join  American  Tele- 
phone &  Telegraph,  Ford  Motor,  and 
other  nonbank  competitors  in  going  af 
ter  banks'  lucrative  credit-card  business. 
Kidder  analyst  Peabody  believes  banks 
will  have  to  boost  promotional  spending 
and  even  reduce  fees  to  protect  their 
market  share.  Fees  now  account  for  a 
third  of  pretax  earnings  from  cards.  Citi- 
corp has  already  tested  a  no-fee  Choice 
Visa.  The  bank  insists  this  isn't  a  pre- 
lude to  a  broad  elimination  of  card  fees. 

Lofty  card  rates  may  also  start  to 
edge  lower.  Since  December,  the  Federal 
Reserve  has  cut  the  discount  rate  four 
times,  but  credit-card  rates  haven't 
budged.  Banks^  argue  that  they  need  the 
high  rates  as  compensation  for 
steep  back-office  costs  and  high 
risks.  But  consumer  advocates 
are  becoming  increasingly  impa- 
tient with  that  line  of  reasoning. 
If  the  economy  remains  listless 
much  longer,  analysts  speculate 
that  Congress  may  try  to  pres- 
sure rates  lower,  especially  with 
elections  looming  in  1992. 
TODDLER  PLANNING.  All  this 
means  slimmer  earnings  at  a 
time  when  bankers  can  ill  afford 
them.  As  banks'  other  lines  of 
business  have  crumbled,  their  re- 
tail operations  have  become  ever 
more  critical  to  the  bottom  line. 
At  Chase  Manhattan  Corp.,  for 
example,  consumer  banking  ac- 
counted for  more  than  907'  of 
the  bank's  first-half  profits  of 
$249  million,  says  Peabody. 

No  doubt  consumers  will  re- 
open their  wallets  once  the  econ- 
omy improves.  But  many  experts 
say  consumers  won't  return  to 
the  borrowing  habits  of  the 
1980s.  Baby  boomers,  with  ba- 
bies of  their  own,  are  looking 
ahead  to  college  tuition  and  re- 
tirement costs.  "What  bankers 
have  to  face  up  to  is  that  savings 
and  investment,  not  spending 
and  borrowing,  will  drive  households 
more  in  the  future,"  says  banking  con- 
sultant William  J.  Bowen  of  First  Man- 
hattan Consulting  Group. 

That  may  come  as  a  big  disappoint- 
ment to  many  bankers.  State  and  federal 
restrictions  limit  the  menu  of  retail  prod- 
ucts, such  as  insurance,  that  banks  can 
offer.  And  even  if  regulations  are  eased, 
banks  will  face  tough  competition  from 
brokerages  and  mutual-fund  managers. 
Either  way,  the  days  when  consumer 
loans  were  banks'  biggest  cash  cows 
may  be  gone  forever. 

By  John  Meehan  in  New  York,  with 
bureau  reports 
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BUFFETT  AINO  HIS 
RIGhl-K&HO  MAN, 
DERYCK  MAUGKAN 


BROKERAGES  I 


BEHIND  THE  HAPPY  TALK 
AT  SALOMON 


Surprisingly  good  earnings,  but  a  future  filled  with  litigation 


In  years  ahead,  if  Salomon  Inc.  es- 
capes draconian  punishment  for  its 
role  in  the  Treasury  auction  scan- 
dals, the  turning  point  in  its  fortunes 
can  be  easily  pinpointed:  Oct.  29,  1991. 
On  that  day,  the  beleaguered  firm  took  a 
look  into  the  future,  and  pronounced  it 
good — or  at  least  not  as  terrible  as  many 
had  anticipated. 

Chairman  Warren  E.  Buffett  made 
the  announcement  personally,  in  two- 
page  newspaper  ads.  Solly  is  estimating 
its  anticipated  future  penalties  and  legal 
fees  at  $200  million,  far  less  than  many 
lawyers  and  analysts  had  predicted. 
With  earnings  lifted  by  bonus-chopping 
and  a  resurgent  bond  market,  Salomon's 
profits  were  up  7.6'f  in  the  third  quar- 
ter, instead  of  dipping  as  expected.  In- 
vestors rejoiced,  bidding  up  the  compa- 
ny's stock  in  a  frenzy  of  buy  orders. 
Indeed,  word  of  Solly's  earnings  bonan- 
za traveled  so  fast  that  the  stock  began 


to  move  before  the  announcement  was 
made  (page  152). 

The  investor  excitement  was  under- 
standable but  premature.  Salomon's 
earnings  gain  hinges  on  two  tenuous  ele- 
ments. One  is  the  $200  million  charge, 
which  is  pure  guesswork  and  may  well 
be  just  a  fraction  of  what  the  firm  may 
have  to  pay  out  in  fines,  civil  court  judg- 
ments, and  legal  fees.  A  more  sober  esti- 
mate would  have  sent  Salomon's  earn- 
ings deep  into  the  red.  Also  crucial  to 
the  earnings  gain  is  a  $110  million  cut  in 


A  $200  million  reserve  for 
penalties  is  just  a  guess.  And 

bonus  cuts  will  save  cash 
— but  key  players  may  bolt 


pay,  most  of  which  is  doled  out  in  yea 
end  bonuses.  That's  a  big  saving  bi 
could  come  back  to  dog  Salomon  if  th 
firm's  best  producers  leave. 

The  paycheck  imbroglio  and  sti 
daunting  legal  fiasco  are  but  two  of  th 
managerial  nightmares  that  will  contii 
ue  to  haunt  Buffett  in  the  years  t 
come.  Yep,  years.  Even  though  he  sti 
.  calls  himself  "interim  chairman,"  an 
also  wears  the  mantle  of  chairman  an 
chief  executive  officer  at  Berkshii 
Hathaway  Inc.,  the  Sage  of  Omah 
clearly  has  settled  in  for  the  long  haul 
and  not  just  to  protect  Berkshire's  $7( 
million  investment  in  Solly's  preferre 
stock.  He  speaks  admiringly  of  the  Bri 
ish  tradition  of  nonexecutive  but  ofte 
strong-willed  corporate  chairpeople — ar 
he  seems  ready  to  play  just  that  role 
Salomon.  He  is  going  well  beyond  h 
efforts  to  clean  up  Salomon's  tarnisht 
government-bond  operations  and  beef 
compliance  {)rocedures. 
STIFF  LOSSES.  Buffett  is  enacting  f; 
reaching  changes  that  may  fundamen 
ly  alter  the  way  Salomon  does  businesl 
A  shakeup  is  in  the  works,  one  that  w 
result  in  some  firings  but  no  wholesa 
layoffs.  "We  will  be  refocusing  our  bu 
ness  with  an  eye  on  profitability,"  saj 
Buffett's  right-hand  man,  Chief  Opera 
ing  Officer  Derj'ck  Maughan.  Amor 
the  units  whose  profitability  has  bet 
called  into  question  are  investment  ban 
ing  and  the  U.  S.  equity-trading  oper 
tion,  which  suffered  stiff  losses  as  Sol 
liquidated  stock  positions  in  recei 
months.  Maughan  notes  that  the  U. 
equity-trading  operation's  profitabilii 
over  the  years  has  been  "mixed." 

In  addition  to  shifting  its  energie 
Solly  is  tightening  up  its  overall  capitj 
deployment  procedures  and  reducing  i 
use  of  leverage — unsurprising  from  Bu 
fett,  who  is  no  fan  of  debt.  And  th( 
there  is  the  compensation  cut.  That  $1 
million  saving,  about  8' '  of  payroll  cos 
last  year,  has  simultaneously  boosti 
third-quarter  earnings  while  appealii 
to  the  public's  dislike  of  high  Wall  Stre 
salaries. 

By  these  steps,  Buffett  is  putting  tl 
torch  to  the  more  freewheeling  aspec 
of  Solly's  corporate  culture.  It  is  a  pre 
pect  that  clearly  does  not  dismay  hii 
"I've  read  Liar's  Poker."  Buffett  to 
the  Council  of  Institutional  Investors 
Oct.  24,  "and  my  job  is  to  prevent  Liai 
Poker  II  from  being  written." 

Even  though  Buffett's  attempt  to  i 
shape  Salomon  is  tailor-made  for  t 
risk-averse,  debt-fearing  Nineties,  it  m; 
not  fly  with  some  of  his  own  people.  1 
cutting  compensation,  Buffett  cou 
wind  up  losing  employees  that  he  wov 
rather  keep — and  at  a  time  when  t 
firm's  government-bond  operation  is  u 


150  BUSINESSWEEK/NOVEMBER  11,  1991 


FIN/ 


1.  Shearson  Lehman  Brothers^ 

2.  Merrill  Lynch 

3.  Donaldson,  Lufkin  &  Jenj 
Goldman  Sachs 

5.  Mn'gan  Stanley 


Miy  we  believe  you  can  get  there  from  here, 


It's  the  Vermont  inn  you've  always  dreamed 
of  mnning.  Tlie  volunteer  job  your  long  hours 
have  kept  you 
from.  The  river 
you  can  fish  sev- 
en days  a  week  if 
they're  biting,  or 
even  if  they're  not. 

Whatever  it  is, 
it's  why  you  sat 
down  to  map  out 
an  investment 
strategy  to  get  you  there.  One  that,  let's  say, 
calls  for  you  to  buy  stocks.  But  which  invest- 
ment firm  should  you  turn  to  for  help  in 

picking  them? 

There  are  two 
ways  to  look  at  it. 
You  could,  as  some 
investors  do,  refer  to  Institutional  Investor's 
All- America  Research  Team  Rankings.  Where 
you'll  find  that  in  1991  we  led  all  other  invest- 
ment firms  in  number  of  analysts  selected 
for  the  second  year  in  a  row. 

Or,  as  others  do,  you  could  look  right  to 
the  bottom  line.  And  find  that  our 
Recommended  List  has  consistently  out- 
performed the  market.* 
Wherever  you  want  to  be  in  the  fu- 
ture, it's  worth  talking  with  a  Shearson 
Leliman  Financial  Consuhmt. 
Any  way  you  look  at  it,  our  research  sup- 
port can  help  you  get  there  from  here. 


You  can  get  there 
from  here: 


SHEARSON 


LEK 
BROT 


MAN 
HERS 


it  performance  is  no  guarantee  of  future  results,  Infomiation  is  available  upon  request-  ©1991  Shearson  Lehman  Brothers  Inc.  Member  SIPC, 


Ij 


inance 


der  unrelenting  pressure.  In  the  latest 
blow  to  Salomon's  government-bond  op- 
erations, the  Treasury  Dept.  announced 
that  it  is  allowing  all  brokerages,  and 
not  just  primary  dealers  such  as  Salo- 
mon, to  participate  in  Treasury  auctions 
on  their  customers'  behalf.  That  cannot 
help  but  weaken  Salomon's  government- 
bond  franchise.  Moreover,  other  Wall 
Street  firms  are  hiring  and  would  proba- 
bly be  glad  to  snap  uj)  refugees  from 
Buffett's  rule. 


With  Salomon's  operations  under  scru- 
tiny, Buffett  is  also  raising  the  barri- 
cades— because  there  is  a  newfound 
edge  of  prickly  defensiveness  to  the 
firm's  statements  on  the  bidding  irregu- 
larities. Yes,  Salomon  will  pay  all  "valid" 
legal  claims,  "but  we  will  be  no  one's 
patsy,"  Buffett  said  in  the  earnings  an- 
nouncement. And  the  firm  appeared  to 
back  off  from  Buffett's  previous  prac- 
tice of  full  disclosure  to  the  public.  On 
Oct.  24,  Salomon  announced  that  improp- 


SOLLY'S  STOCK  PRICE: 
A  QUESTION  OF  TIMING 


Wall  Street  roared  with  approv- 
al on  Oct.  29,  when  Salomon 
Inc.  reported  better-than-ex- 
pected  third-quarter  earnings.  The  stock 
rocketed  to  28%,  up  2 'A,  on  volume  of  3 
million  shares — the  fourth-most-active 
stock  on  the  Big  Board. 

But  the  cheering  started  a  day  before, 
when  Solly  stock  ran  up  1%,  to  261/8,  on 
1.14  million  shares — nearly  three  times 
the  average  of  the  previous  five  days 
and  the  heaviest  trading 
of  the  past  month.  Secu- 
rities analysts,  who  often 
spur  preannouncement 
buying  by  raising  earn- 
ings estimates,  were  not 
behind  the  surge.  Quite 
the  contrary:  Analysts 
had  been  slashing  esti- 
mates, says  Benjamin 
Zacks  of  Zacks  Invest- 
ment Services,  Inc.  True, 
the  stock  market  had  ral- 
lied on  the  28th,  but  that 
could  hardly  account  for 
Solly's  gain.  All  of  which 
leads  to  a  troubling  question:  Did  some 
people  know  of  the  earnings  report  and 
trade  in  advance  of  it? 
KEEPING  MUM.  The  New  York  Stock  Ex- 
change is  not  saying  whether  the  Solly 
trading  triggered  an  alarm.  But  a  Big 
Board  spokesman  says:  "The  exchange 
always  reviews  all  unusual  trading  activ- 
ity." An  investigator  at  the  New  York 
office  of  the  Securities  &  Exchange  Com- 
mission also  declined  to  comment. 

What  adds  to  the  specter  of  a  leak  is 
that  Solly  ran  the  earnings  report  and  an 
accompanying  2,500-word  letter  from 
Chairman  Warren  E.  Buffett  to  share- 
holders in  the  Oct.  29  editions  of  The 
New  York  Times,  The  Wall  Street 
Journal,  and  The  Washingtou  Post.  To 
appear  in  the  papers  the  morning  of  the 
earnings  announcement,  the  two-page  ad 
had  to  be  prepared  in  advance — raising 


A  SUDDEH 
STEEP  RISE 
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the  possibility  its  contents  leaked  out. 

Solly  spokesman  Robert  F.  Baker  says 
the  ad  and  its  timing  were  Buffett's 
ideas.  "He  wanted  to  get  the  message 
out  to  all  our  constituencies  as  quickly  as 
possible,"  he  says.  But  the  information 
was  "tightly  and  absolutely  guarded  in- 
side the  firm."  The  ad  was  prepared  on 
Oct.  28  by  Doremus  &  Co.,  an  advertis- 
ing and  public-relations  firm. 
Ray  Zipko,  a  Doremus  executive  vice- 
president,  says  his  com- 
pany, which  regularly 
prepares  market-sensi- 
tive documents  for  Wall 
Street,  took  its  usual  pre- 
cautions to  keep  the  in- 
formation under  wraps. 
"We  didn't  even  get  the 
numbers  until  about  11 
a.m.  or  11:30  a.m.,"  he 
says.  While  in  prepara- 
tion, he  adds,  access  to 
the  material  was  restrict- 
ed. The  ad  space  was 
reserved  in  Doremus' 
name,  so  as  not  to  tip  off 
the  media.  Zipko  says  the  ad  was  deliv- 
ered to  the  New  York  papers  by  compa- 
ny messengers  at  about  6:45  p.m. — and 
by  satellite  to  Washington  a  bit  later. 

Some  participants  say  the  pre-earnings 
market  talk  about  Salomon  had  been 
turning  positive,  so  they're  not  surprised 
people  tried  to  buy  in  advance  of  the 
earnings  announcement.  "People  now  re- 
alize Solly  has  a  broken  arm,  not  a  bro- 
ken neck,"  says  James  Gipson  of  Pacific 
Financial  Research. 

Perhaps  those  who  plunged  into  Solly 
stock  on  the  eve  of  the  announcement 
were  only  guessing.  But  it  would  be  iron- 
ic if,  at  the  very  time  the  brokerage  firm 
is  trying  to  clean  up  its  owm  taYnished 
image  from  the  bond-trading  scandal,  the 
old  specter  of  insider  trading  should 
come  to  the  fore. 

By  Jeffrey  M.  Laderman  in  New  York 


er  bidding  in  eight  auctions  had  yieldei 
Salomon  only  about  $20  million  in  pro; 
its.  That's  far  less  than  the  losses  prev 
ously  estimated  by  attorneys  for  a 
grieved  investors  and  seemed  to  lay  thj 
groundwork  for  the  similarly  low-baj 
$200  million  charge.  Salomon  official 
would  not  make  public  a  report  to  fede 
al  regulators  detailing  how  the  tradin 
profits  were  calculated. 

The  retreat  from  the  tell-all  stanc 
was  a  carefully  calculated  response  t 
legal  reality.  Every  nugget  of  inform 
tion  released  by  Salomon  can  be  used  b 
plaintiffs  in  a  host  of  civil  suits.  An 
those  suits  could  be  more  than  just 
nuisance  to  Salomon  if  the  firm  is  foun 
to  be  liable  for  all  of  the  losses  sustaine. 
by  investors — in  particular  the  short-sel 
ers  who  claim  to  have  been  hurt  by  Salq. 
mon's  overbidding  at  Treasury  auction 
'SHORT  SQUEEZE.'  Salomon,  indeed, 
making  it  clear  that  it  won't  just  1 
down  and  die  before  civil  litigants.  Tru 
the  firm  has  long  admitted  to  Treasur 
bidding  irregularities.  But  Salomon  exe 
utives — though  still  contrite — downpla 
the  impact  and  extent  of  the  firm's  a 
tions.  Short-sellers  have  claimed  the 
were  victims  of  a  "short  squeeze"  i 
which,  possibly  because  of  collaboratio 
between  Salomon  and  other  large  inve; 
tors,  they  were  forced  to  pay  high  price 
to  replace  borrowed  bonds  that  they  ha 
sold  in  expectation  of  a  price  decline. 

Salomon  officials  concede  that  som 
short-sellers  may  have  been  hurt 
higher  prices  but  won't  go  so  far  as  t 
admit  that  the  firm  was  manipulatin 
the  market.  At  least,  not  intentionall 
"It  is  possible  to  have  an  unintention 
squeeze,"  a  senior  official  points  ou 
and  Maughan  says  that  Salomon  has  nc 
uncovered  "any  evidence  to  sugges 
there  was  collusion"  between  Salomo 
and  other  investors  to  squeeze  short-sel 
ers.  Salomon  officials  are  even  more  en 
phatic  on  another  issue.  They  firml 
deny  Street  speculation  that  the  firm 
options  and  futures  traders  profite 
from  the  company's  overbidding. 

If  evidence  of  shenanigans  does  tur 
up — and  civil  discovery  proceedings  ai 
just  getting  under  way — Salomon  cou 
be  in  serious  trouble.  Short-seller  losst 
have  been  estimated  to  run  upwards  ( 
$100  million — far  more  than  the  auctioi 
related  profits  claimed  by  Salomon.  Bi 
lawyers  for  Salomon's  opponents  fe 
that  Salomon  should  be  penalized  f( 
their  clients'  losses,  no  matter  what  tl 
firm's  gains.  The  federal  investigatior 
are  likely  to  be  over  in  a  year  or  two, 
high  Salomon  official  notes.  But  civil  lil 
gation  will  probably  drag  on  for  age' 
Quite  a  mandate  for  Salomon's  "interi 
chairman." 

By  Gary  Weiss  in  New  Yoi 
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WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 


Forget  ivy-covered  walls  and  lounging  on  the  grass.  Foday's  students  are  rushing  to  meet 
the  21st  Century.  Libraries  are  now  "multimedia  iniildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology  facilities."  At  C^alifornia  State  L^niversity,  Fresno, 
there's  even  a  special  system  to  integrate  all  of  these  resources.  It's  called  a  telephone. 
Actually,  the  students  of  CSL^P'  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  netwcjrk  provides  access  to  thousands  of  on-campus 
computer  workstations,  telephones  and  telecommunications  services.  From  the  status  ot  a  starting  freshman  to 
the  final  grades  of  a  graduating  senior,  the  F*^6()()"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  (>all  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fu|ilsu,  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


Fujfrsu 


The  gluhil  i-'oinpiitcr  &  ci)ninuiiiiL\uii)Tis  cDinpany. 
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INSURANCE  I 


EXECUTIVE  LIFE:  A  SAGA 
IN  SEARCH  OF  AN  ENDING 


A  shoestring  trade  group  wins  the  busted  insurer — for  now 


Welcome  to  what  could  be  the 
exciting  endgame  at  Execu- 
tive Life.  The  busted  Los  An- 
geles insurer,  suffering  from  a  malig- 
nant collection  of  junk  bonds,  was  put 
up  for  auction  and  attracted  a  horde  of 
eager  bidders.  Then  John  Garamendi, 
California's  insurance  regulator,  sur- 
prised everybody  on  Oct.  24,  when  he 
conditionally  chose  the  winner:  a  thinly 
capitalized  trade  association 
with  eight  staffers  operating 
out  of  a  small  office  in  the 
suburbs  of  Washington. 

The  National  Organization 
of  Life  &  Health  Guaranty 
Assns.  (NOLHGAi  represents 
the  state  funds  operated  by 
the  insurance  industry  to  pay 
off  policyholders  when  insur- 
ers collapse.  NOLHCl.'ii's  bid, 
declares  President  Eden  D. 
Sarfaty,  "is  backed  by  the 
power  of  the  entire  insurance 
industry."  Garamendi  passed 
over  such  heavyweight  bid- 
ders as  a  French  investment 
group  led  by  giant  insurer 
M.-'iAF  and  the  San  Francisco 
investment  banking  firm  of 
Hellman  &  Friedman. 

But  this  isn't  the  end  of 
the  story.  While  nothing  has 
been  said  publicly,  BUSlNES.s 
WEEK  has  learned  that  Gara- 
mendi chose  NOLHG.A  in  the 
hopes  that  it  would  foster  his 
preferred  solution:  a  bailout  by  just  a 
few  huge  U.  S.  insurers. 

Executive  Life  Insurance  Co.  of  Cali- 
fornia's failure  in  April  was  the  second- 
largest  in  history.  The  junk-market  col- 
lapse caused  the  value  of  its  huge  junk 
portfolio  to  plummet — to  a  fraction  of  its 
$9  billion  face  value.  That  left  the  com- 
pany unable  to  meet  the  needs  of  its 
350,000  customers  nationwide. 
SHARP  DOWNDRAFT.  After  Seizing  Exec- 
utive Life,  Garamendi  decided  the  best 
course  was  not  to  break  it  up  but  to  sell 
it  as  an  entity.  But  he  has  qualms  about 
many  of  the  eight  bidders,  including 
NOLHGA.  The  plan  proposed  by  nolhga, 
in  effect,  enlists  the  resources  of  the 
nation's  2,300  healthy  insurers  through 
assessments  by  their  state  guaranty 


funds.  But  Garamendi  is  worried  that 
the  50  state  funds  might  not  be  able  to 
handle  the  impact  on  Executive's  junk 
portfolio  of  an  additional  sharp  down- 
draft  in  the  junk  market  during  the  five 
years  that  the  cleanup  is  expected  to 
take. 

Karl  L.  Rubinstein,  a  lawyer  who  has 
been  hired  by  Garamendi  to  oversee  Ex- 
ecutive Life,  argues  that  a  small  alliance 


of  strong  industry  players  is  needed  to 
handle  the  large  and  complex  risks  of 
Executive  Life's  giant  junk  pile.  "If 
there  is  a  bullet,  let  them  stand  in  front 
of  it,"  he  says. 

A  canny  and  ambitious  politician,  Gar- 
amendi saw  that  selecting  nolhga's  bid 
was  the  best  opening  gambit  to  bring 
about  a  rescue  somewhat  similar  to  that 


Insurance  czar  Garamendi 
awarded  the  bid  in  hopes  of 
eventually  fostering  a  bailout 
by  a  few  huge  U.S.  insurers 


of  Baldwin-United  Corp.  in  1983  by  Me 
ropolitan  Life  Insurance  Co.,  the  No 
U.  S.  insurer.  On  its  face,  the  NOLHG 
plan  is  the  kindest  to  Executive  Life 
long-suffering  customers.   If  its  pla 
falls  through,  Garamendi  can  argue  th 
he  at  least  tried  to  get  the  best  deal  fo 
policyholders,  nolhga  would  value  t 
company's   annuity  and  life-insuran 
policies  at  89$  on  the  dollar,  compare 
with  87(1;  for  MAAF  and  85(t  for  Hellma 
&  Friedman. 
MISSION  IMPOSSIBLE?  Still,  there  are  d 
fects  in  the  plan.  Xolhga's  bid  of  nearl 
$1  billion  contains  just  $5  million  in  cas 
with  the  rest  in  promissory  notes  backe 
by  surcharges  on  every  insurer.  And  t 
NOLHGA  plan  assumes  no  more  cat 
clysms  in  the  junk  market. 

To  force  the  industry  to  opt  for  h 
consortium  remedy,  Garamendi  ga 
NOLHGA  the  almost  impossible  task 
correcting  nine  flaws  he  se 
in  its  proposal  by  Nov. 
Otherwise,  he  said,  he  woul 
pick  one  of  the  second-pla 
bidders — that  is,  maaf 
Hellman      &  Friedma 
Among   other   things,  h 
wants  assurances  that  som 
one  will  fund  Executive  Lif 
if  NOLHGA  falters— and  tha 
it  is  legal  for  the  guarant' 
funds  to  take  over  the  con 
pany. 

The  industry  would  like 
clean  up  its  own  mess.  Exe 
utive  Life,  Mutual  Benef 
and  several  other  recent  i 
surance  pratfalls  have  unde 
mined  consumer  confiden 
in  insurers  generally.  Wors 
these     meltdowns  hav 
prompted  Congress  to  look 
federalizing  insurance  reg 
lation — which  is  anathema 
the  industry. 

The  nation's  largest  insu 
ers,  though,  are  leery  of  ta 
ing  the  risk  of  organizing  their  own  b 
lout.  Harry  G.  Hohn,  CEO  of  New  Yoi 
Life  Insurance  Co.,  the  No.  6  insur 
says  that  Garamendi  is  "asking  for  a  b 
too  much." 

Nonetheless,  a  compromise  may  be 
the  works.  BUSINESS  WEEK  has  learne 
that  several  industry  players,  sparke 
by  Pacific  Mutual  Life  Insurance  Co. 
Newport  Beach,  Calif.,  want  to  me 
Garamendi  halfway  by  getting  perhaj 
the  top  25  insurers  to  guarantee  NOL 
ga's  bid.  Garamendi  is  said  to  be  willin 
to  listen.  But  given  Executive  Life's  to 
tuous  history,  a  few  more  moves  see 
likely  before  this  game  is  over. 

By  Kathleen  Kenvin  in  Los  Angele 
iritli  Larry  Light  in  New  York  and  Ti 
Smart  in  Washington 
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A  Step-By-Step  Guide  To 
The  Intelligent  Choice  In 
Employee  Benefits. 
The  Guardian. 

You  can  get  on  top  of  the  best  employee 
benefit  plans  in  three  easy  steps.  First, 
you  need  the  right  insurer.  One  with 
experienced  group  insurance  professionals 
who  can  show  you  benefit  solutions 
that  work  for  your  business  as  well  as 
your  employees. 

Second,  get  hold  of  the  facts  about 
The  Guardian. 

You'll  discover  The  Guardian  has  a  well- 
earned  reputation  for  flexible  plan  design, 
quick  claim  service,  and  financial  strength 
and  stability.  In  fact,  we're  one  of  only  a 
handful  of  life  insurance  companies  that 
have  earned  both  Standard  &  Poor's  and 
Moody's  Triple-A  ratings,  as  well  as  an 
A+  from  A.M.  Best.  So  we'll  be  around 
with  products  and  services  to  support  you 
and  your  employees  in  the  years  to  come — 
just  as  we  have  for  the  past  131  years. 

Within  Your  Grasp 

The  third  step  is  as  easy  as  the  first  two. 
Just  ask  your  Guardian  agent  or  broker 
for  more  information  about  our  fine 
Group  products:  Life,  Long  and  Short 
Term  Disability,  Dental,  Major  Medical, 
Managed  Health  Care,  and  Alternative 
Funding.  Learn  more  about  The  Guardian's 
Life  Insurance,  DisabiHty  Income,  Equity 
Products,  or  Asset  Management.* 

Or,  reach  for  the  phone  and  call: 
1-800-662-1006. 

Be  sure  to  ask  for  a  quote  from 
The  Guardian,  The  Intelligent  Choice  in 
employee  benefits  for  everyone  who  has 
learned  the  ropes. 


^  The  Guardian 

The  Intelli^ient  (Choice 

Since  1860 

Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation®,  a  wholly  ovaned  subsidiary  of 
Guardian  Life  Insurance  Company  of  America 


©1991  The  Guardian  Life  Insurance  Company  of  America 


BY  GENE  G  MARCIAL 


IS  THE  STREET 
OVERIAOKING 
CONAGRA'S  BOUNTY? 


When  major  players  start 
dumping  a  stock,  should  in- 
vestors avoid  it  like  the 
plague?  Not  necessarily.  At  least  not 
when  the  company  is  ConAgra,  the  na- 
tion's second-larg'jst  food  processor. 
True,  buyout  specialist  Kohlberg  Kra- 
vis  Roberts  sold  a  10.9  million  block,  or 
7%  of  ConAgra's  shares  outstanding, 
in  September,  and  Salomon  Brothers 
followed  by  unloading  7  million  shares 
in  October.  But  with  the  stock  now  at 
43,  down  from  a  high  of  48  in  August, 
some  savvy  pros  are  convinced  that  the 
shares  are  a  compelling  buy. 

"ConAgra  represents  excellent  val- 
ue," says  Boston  money  manager 
Larry  Marks,  managing  partner  of 
Harbor  Capital  Management.  Marks, 
who  has  been  buying,  thinks  the  Street 
has  yet  to  grasp  ConAgra's  tremen- 
dous growth  potential,  noting  that  "it 
has  always  been  valued  at  a  significant 
discount  to  the  rest  of  the  food  group." 

Marks  explains  that  acquisitions 
have  transformed  ConAgra  from  a 
purely  commodity-based  company  into 
a  food  processor  with  annual  sales  of 
nearly  $20  billion.  He  notes  that  for  the 
past  10  years,  ConAgra  has  posted 
compounded  earnings  growth  exceed- 
ing 207'  and  a  return  on  equity  averag- 
ing over  22%  annually.  "Entrepreneur- 
ial management,  disciplined  financial 
standards,  and  a  strategy  giving  the 
consumer  'better  food'  are  behind  the 
company's  success,"  says  Marks. 
WHAT'S  COOKING.  He  thinks  that  Con- 
Agra, which  acquired  major  food-prod- 
ucts maker  Beatrice  in  August,  1990, 
and  Golden  Valley  Microwave  Foods  in 
July,  1991,  will  continue  to  expand 
through  acquisitions.  Internally,  Marks 
expects  ConAgra's  growth  over  the 
next  three  years  to  be  driven  by  a  re- 
covery in  meat-processing  margins,  ac- 
celerated profits  in  its  frozen  and  dry 
grocery  operations  spurred  by  Healthy 
Choice  and  Hunt/Wesson  products, 
and  reduction  of  debt.  ConAgra's  pre- 
pared-foods division  accounts  for  78% 
of  earnings,  and  its  Agri-Products  unit, 
which  sells  crop-protection  chemicals, 
fertilizers,  and  animal  feeds,  contrib- 
utes 12%'.  The  trading  and  processing 
unit,  which  trades  agricultural  com- 
modities and  operates  the  U.  S.'  largest 
flour  mill,  accounts  for  10%. 


CONAGRA:  TRYING 
TO  BOUNCE  BACK 


DAW:  BRIDGE  INFORMATION  SYSTEMS  INC 


Marks  sees  net  jumping  to  $2.50  in 
the  year  ending  May  30,  1992,  and  to 
$2.90  in  fiscal  1993  from  $2.13  in  fiscal 
1991.  He  thinks  the  stock  will  hit  60  in 
12  months. 

Analyst  Stephen  Carnes  of  Piper, 
Jaffray  &  Hopwood  is  just  as  bullish 
on  the  stock  as  Marks  is:  "The  compa- 
ny is  one  of  the  best  long-term  global 
bets  around."  He  thinks  the  Soviet 
Union  will  become  a  new  source  of 
growth  overseas,  and  that  "ConAgra 
could  become  the  major  U.  S.  supplier 
of  food."  Carnes  figures  the  stock 
could  hit  100  in  the  next  three  years. 


DON'T  DISCOUNT 
THIS  DISCOUNTER 


,  argains  may  abound  at  Syms,  a 
.big  off-price  apparel  retailer. 
But  to  some  Street  pros,  the 
real  deal  is  its  stock,  now  at  9 — about 
equal  to  the  company's  book  value  and 
at  a  modest  price-earnings  ratio  of  8. 
"With  its  niche  business,  Syms  could 
be  worth  15  to  18  times  earnings,"  says 
Clairvest  President  George  Clairmont, 
who  has  been  snapping  up  shares. 

Based  on  his  earnings  estimate  of 
$1.10  a  share  for  next  year,  Clairmont 
thinks  the  stock  could  double  in  the 
next  12  months.  The  recession  hurt 
Syms's  1990  earnings,  which  fell — -af- 
ter rising  for  four  consecutive  years — 
to  80$  from  $1.09  in  1989.  For  1991, 
Clairmont  expects  90(t  a  share. 

Primarily  located  in  the  Northeast 
and  mid-Atlantic  regions,  Syms  oper- 
ates 27  stores  in  17  major  markets.  The 
company  uses  a  preset  discounting  sys- 
tem whereby  merchandise  that  doesn't 
sell  in  10  days  is  marked  down  a  cer- 


tain percentage.  If  the  clothing,  mostly 
overruns  or  closeouts  by  famous  de- 
signers, still  hasn't  sold  in  the  follow- 
ing five  days,  the  price  gets  cut  again. 

Chairman  and  CEO  Sy  Syms  and 
daughter  Marcy,  the  company's  presi- 
dent and  chief  operating  officer,  own 
80%'  of  the  stock.  Rather  than  pull  back 
during  this  recession,  Syms  says  he 
.has  been  scouting  for  new  locations, 
mainly  in  Chicago,  Boston,  and  New 
York,  to  "expand  visibly." 

With  no  debt,  Syms  has  been  able  to 
finance  its  expansion  from  cash  flow. 
"It's  about  the  only  unleveraged  big 
retailer  in  New  York,"  says  one  New 
York  money  manager,  who  speculates 
that  the  family  may  take  the  company 
private  since  its  stock  is  so  cheap.  Sy 
Syms  says  he  isn't  thinking  of  buying 
back  stock — or  selling  out — but  "at  $25 
a  share,  we  may  be  tempted." 


SUCCESSFUL  SURGERY 
AT  CYANAMID 


W 


Fatch  the  stock  of  American 
Cyanamid  pop  from  here 
on."  That's  what  one  New 
York  money  manager  says  now  that 
word  of  Cyanamid's  conversion  into  a 
medical-products  company  is  starting 
to  spread.  Cyanamid's  program  to  di- 
vest most  of  its  chemical  operations  is 
well  on  its  way.  On  Oct.  24,  Standard  & 
Poor's  reclassified  Cyanamid  by  mov 
ing  its  stock,  now  selling  at  64,  from 
Diversified  Chemicals  to  Diversified 
Health  Care. 

What's  not  yet  generally  appreciated 
is  the  extent  of  Cyanamid's  move  into 
equipment  for  MIS,  or  minimally  inva- 
sive surgery.  In  MIS,  surgeons  manipu- 
late instruments  inserted  into  the  body 
through  small  incisions.  It  has  become 
the  procedure  of  choice  for  gall-bladder 
and  several  other  types  of  surgery.  In 
the  next  six  months,  the  company's  Da- 
vis &  Geek  unit  will  introduce  a  line  of 
hand-held  instruments  for  laparoscopic 
MIS,  including  an  atraumatic  grasper,  a 
retraction  grasper,  dissector,  hooked 
scissors,  and  needle-holder. 

"As  a  streamlined  company  getting 
50%  to  60%'  of  earnings  from  health 
care,  Cyanamid  deserves  a  higher  p-e," 
argues  analyst  Harvey  Stober  of  Dean 
Witter  Reynolds.  Some  big  investors 
say  MIS  should  push  Cyanamid's  p-e, 
now-  16,  to  the  20-plus  level  accorded 
most  drug  stocks.  In  the  next  6  to  12 
months,  Stober  expects  Cyanamid  to 
trade  at  a  p-e  at  least  equal  to  the 
market's,  which  should  push  the  stock 
up  to  the  80s. 


n 
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evelopments  to  Watc 


)ITED  BY  ROBERT  BUDERI 


iETTER-LOOKING  RADAR  DISHES 
lAY  WORK  BETTER,  TOO 


Those  radar,  telecom- 
munications, and  sat- 
ellite dishes  dotting 
many  hillsides  stand  in 
stark  contrast  to  their 
surroundings.  But  soon, 
the  contrast  may  not  be 
so  great:  Georgia  Insti- 
tute of  Technology  engi- 
neers say  designing  the 
round  dishes  with  edges 
akin  to  flower  petals  can 
boost  signal  quality. 

One  problem  with  con- 
ventional receivers  is 
iidelobe"  radiation.  This  occurs  because  the  electrical  field 
eated  across  the  antenna  surface  to  maximize  signal  gain 
)ruptly  ends  at  the  dish's  edge,  creating  diffraction  of  the 
lergy  field  and  degrading  the  signal.  Solutions  to  this  prob- 
m  are  generally  costly.  Now,  a  team  led  by  Georgia  Tech 
'ofessor  Edward  B.  Joy  has  found  that  serrated  edges  cause 
e  field  to  tape*"  off,  minimizing  unwanted  diffraction.  And 
ly  says  they  can  be  built  into  dishes  with  little  extra  cost. 
The  new  design  is  being  tested  at  the  U.  S.  Army's  Electron- 
Proving  Grounds  in  Arizona.  If  it  works  like  the  computer 
odels,  flower  power  could  take  on  a  new  meaning. 


i  POWER-PINCHING  WAY 

0  RECYCLE  RUST-PROOF  STEEL 


^mce  the  early  1980s,  thanks  to  demand  for  rust-resistant 
"cars,  galvanized  steel  has  soared  to  about  15'X  of  the  steel 
•oduced  in  the  U.  S.  But  that  has  created  a  problem.  Argonne 
ational  Laboratory  engineer  Edward  J.  Daniels  says  studies 
low  that  the  cost  of  recycling  galvanized  scrap  from  cars  and 
ucks,  including  environmental-control  systems  that  capture 
xic  zinc,  runs  a  hefty  $50  per  ton. 

Now,  however,  Argonne  and  Canadian  waste  management 
impany  Metal  Recovery  Industries  Inc.  in  Hamilton,  Ont., 
ive  developed  a  new  degalvanizing  process  they  say  can 
ash  these  costs.  Galvanized  scrap  is  placed  in  vats  of  sodium 
I'droxide,  and  an  electric  current  is  applied  to  remove  the 
nc.  The  zinc  collects  on  an  electrode,  from  which  it  can  be 
isily  collected  and  recycled.  The  process,  which  uses  less 
lergy  than  current  degalvanizing  methods,  could  save  the 
juivalent  of  9  million  barrels  of  oil  annually,  says  Edwards, 
etal  Recovery  hopes  to  open  a  pilot  degalvanizing  facility  in 
ast  Chicago,  Ind.,  by  mid-1992. 


OULD  A  HOTTER  SUN  BE  THE  CULPRIT 
N  GLOBAL  WARMING? 


Mo  doubt  one  of  the  great  scientific  questions  of  our  time 
is  whether  the  tons  of  carbon  dioxide  being  spewed  into 
le  atmosphere  are  dangerously  warming  the  earth.  While  it  is 
ear  that  average  temperatures  have  risen  slightly  over  the 
st  century,  not  everyone  is  yet  convinced  that  COo  is  respon- 
ble.  A  new  study,  reported  in  the  current  issue  of  the  journal 
cience,  adds  more  fuel  to  the  debate. 

Researchers  at  the  Danish  Meteorological  Institute  com- 


pared the  length  of  sunspot  cycles  to  temperature  records. 
They  found  that  when  the  sun  becomes  more  active,  the  earth 
warms  up.  When  the  sun  quiets,  as  it  did  in  the  1950s  and 
1960s,  temperatures  take  a  dip.  As  a  result,  the  scientists 
suggest,  the  sun's  fickle  moods  may  be  more  important  than 
CO2  in  determining  global  temperatures. 

Some  researchers  warn  that  measurements  of  the  sun's 
power  are  too  imprecise  to  prove  that  changes  in  solar  activity 
are  altering  the  climate.  The  Danish  team  says  the  correlation 
is  too  strong  to  ignore,  indicating  that  the  debate  is  more 
complex  than  generally  thought. 


HELPING  KILLER  T-CELLS 
GUN  DOWN  CANCER 


One  of  the  many  strategies  employed  to  fight  cancer  is 
helping  the  body's  own  defense  system  seek  out  and 
destroy  invaders.  One  way  to  do  this  is  to  ship  in  helfj — in  the 
form  of  cells  doctored  to  contain  copies  of  the  genes  that 
control  the  body's  natural  immune  response.  Now,  using  this 
technique,  scientists  at  Johns  Hopkins  Medical  Center  in  Balti- 
more have  cured  renal  cancer  in  mice. 

The  researchers  injected  mice  with  cells  that  had  been  ge- 
netically altered  to  secrete  interleukin-4,  a  substance  normally 
produced  by  white  blood  cells  to  mobilize  other  cells  whose  job 
is  to  fight  off  attacks  on  the  immune  system.  For  poorly 
understood  reasons,  these  other  cells,  called  killer  T-cells,  nor- 
mally aren't  triggered  in  cancer  cases.  But  with  the  help  of  the 
interleukin-4,  not  only  were  they  triggered  around  the  original 
tumor,  the  T-cells  roamed  the  body  shooting  down  cancer  cells 
growing  at  distant  locations.  That's  the  first  time  such  a 
correction  has  been  demonstrated,  according  to  immunologist 
Drew  Pardoll,  head  of  the  Johns  Hopkins  team.  Pardoll  says 
that  before  testing  the  technique  in  humans  he  wants  to 
undertake  further  experiments  in  animals  using  different  com- 
binations of  immune-boosting  substances. 

MASS-PRODUCED  BREAD 

THAT  HAS  A  HOME-BAKED  FLAVOR 


akeries  have  long 
'tried  to  match  the 
quality  of  home-baked 
bread.  Now,  scientists  at 
the  University  of  Cali- 
fornia at  Berkeley  say 
they  may  have  the  an- 
swer: an  enzyme  called 
thioredoxin  found  in  the 
seeds  of  wheat. 

Strong,  elastic  dough 
rises  best  and  yields  the 
tastiest  bread.  Research 
headed  by  Berkeley 
plant  biochemist  Bob  B. 
Buchanan  and  visiting  French  chemist  Karoly  Kobrehel  indi- 
cates the  key  to  strength  is  breaking  sulfur  bonds  in  dough  so 
proteins  can  form  a  tight  lattice.  This  isn't  a  problem  with 
high-quality  flour.  And  at  home,  lesser-quality  dough  can  be 
kneaded  to  reach  the  proper  consistency.  But  bakeries  have 
tight  production  parameters.  So  they  have  sought  to  strength- 
en dough  with  substances  such  as  bromates,  which  have  been 
linked  to  cancer.  The  new  studies  show  that  adding  thiore- 
doxin can  also  work.  Next  comes  mass-producing  bread  using 
that  method.  The  team  is  seeking  pilot  funding  but  so  far  has 
gotten  a  rise  only  from  a  few  European  companies. 


NCE  &  TECHNOLOGY 
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The  first  compact  disc 


combining  financicd 


and  full-text  company  reports 
for  investment  analysis 
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The  first  on-line 
information  service  to  track 


virtually  every  construction  project 
in  the  U.S. 


Dodge  Di^ilJi^  ^^t^l^fli'l"  flair 

At  McGraw-Hill,  being  first  | 
is  almost  second  nature.  I 


The  first  full  citation  service 


available  on-line 


for  the  legal  profession. 


!lhepard's  Citations,  available  on-line 


The  first  on-line  database 


to  offer  credit  analysis 
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MATERIALS! 


BUILDING  NEW  MATERIALS 
FROM  WHAT'S  LYING  AROUND 


Japan's  R&D  expands  on  others'  discoveries — profitably,  of  course 


A 


fter  Soviet  scientists  made  the 
stunning  announcement  in  1977 
that  they  had  created  diamond 
films  from  carbon  vapor,  Japan  was  the 
first  to  duplicate  the  results.  Its  Nation- 
al Institute  for  Research  in  Inorganic 
Materials  immediately  gave  the  tech- 
nique, called  chemical  vapor  deposition 
(CVD),  to  a  dozen  Japanese  corporate 
labs.  The  goal:  develop  diamond  films 
for  use  in  lightning-fast 
microchips. 

Diamond  chips  may 
still  be  a  distant  possi- 
bility. But  six  Japanese 
companies  are  selling 
CVD  diamond-cutting 
tools  for  fine  machin- 
ing. Because  these  cut- 
ters are  sturdier  than 
rival  tools,  analysts  ex- 
pect world  demand  to 
leap  next  year,  from 
less  than  $1  million  to 
$36  million.  General 
Electric  Co.  is  the 
only  serious  American 
competitor. 

MASS  APPEAL.  Diamond 
films  reveal  a  familiar 
pattern.  In  the  mid- 
1980s,  hundreds  of 
Japanese  companies 
plunged  into  new-mate- 
rials research.  Some  are 
chasing  exotic  sub- 
stances, such  as  "intelli- 
gent" compounds  that 
adapt  to  their  environ- 
ment. But  others  are  fo- 
cusing on  improved  con- 
ventional substances, 
from  semiconductor  materials  to  new 
polymers  and  metal  alloys,  many  of 
them  pioneered  elsewhere.  "Revolution- 
ary materials  are  like  spice  in  the  din- 
ner," says  Yasuaki  Mori,  director  for 
new  materials  policy  at  the  Ministry  of 
International  Trade  &  Industry — nice, 
but  no  substitute  for  the  main  course. 

Indeed,  by  the  year  2000,  MITI  reckons, 
Japan  will  consume  up  to  $90  billion  a 
year  in  new  versions  of  polymers,  met- 
als, ceramics,  and  composites.  That's  a 
fourfold  increase  from  the  late  1980s 


and  an  indicator  of  Japan's  increasing 
prowess.  While  U.  S.  companies  still  lead 
in  composites  and  ceramics  for  aero- 
space uses,  they  are  losing  ground  in 
technology  to  manufacture  new  sub- 
stances in  bulk.  And  in  new  materials 
aimed  at  high-volume  products — from 
semiconductor  devices  to  cars  and  sports 
equipment — ^Japan  is  on  top. 
Japanese  steel  and  chemical  compa- 


JAPAN'S  MATERIAL  GOALS 

Material/Projected  market  in  the  year  2000 

POLYMERS 

$16.7  BILLION 

INORGANICS 

$26.8-$50.7  BILLION 

►  ENGINEERING  PLASTICS  Heat-resis- 
tant resins  used  in  automobiles  and 
electronics  products 

►  POLYMER  ALLOYS   Combinations  of 
polymers  that  are  stronger  and  more 
durable.  Used  in  car  front  fenders 

►  SEPARATION  MEMBRANES   Used  in 
kidney  diolyzers  and  to  separate 
viruses  from  blood 

►  IC  PACKAGES  Ceramic  housings 
for  semiconductors 

►  OPTICAL  FIBERS  They  transmit 
data  in  the  form  of  pulses  of  light 

►  GALLIUM  ARSENIDE  Used  both  for 
semiconductor  devices  in  satellite 
communications  and  supercom- 
puters, and  as  substrate  for  laser  di- 
odes found  in  compact-disk  players 

METALS 

$16.8  BILLION 

COMPOSITES 

$12.9  BILLION 

►  SEMICONDUCTOR  MATERIALS  Used 
to  make  integrated  circuits 

►  HYDROGEN  STORAGE  ALLOYS  Used 
for  air-conditioning  systems  and  fuel 
cells  for  hydrogen-powered  autos 

►  GLASS  FIBER  REINFORCED  PLASTIC 

Found  in  everything  from  bathtubs  to 
fishing  boats  and  automobiles 

►  CARBON  FIBER  REINFORCED  PUSTIC 

Used  in  fishing  rods,  airplanes,  satel- 
lites, and  golf  clubs 

DATA:  MINISTRY  OF  INTERNATIONAL  TRADE  &  INDUSTRY,  BW 

nies  should  reap  big  windfalls  from  bet- 
ter conventional  materials.  And  so  will 
manufacturers  of  devices  based  on  these 
substances.  Look  at  the  new  flat-panel 
displays  announced  in  September  by 
Canon  Inc.  The  screens  are  made  of  fer- 
roelectric materials  (FLCS),  whose  struc- 
ture allows  them  to  "remember"  stored 
information.  FLCs  were  discovered  in  the 
1950s  and  fashioned  into  crude  displays 
by  French  scientists  in  the  1970s.  But 
only  Canon  has  developed  a  viable  com- 
mercial device.  The  picture  quality  of 


Canon's  displays  rivals  existing  liquid 
crystal  displays  that  use  active-matrij 
technology,  in  which  each  picture  elei 
ment  is  controlled  by  a  separate  transis' 
tor.  And,  notes  Canon  President  Keizci 
Yamaji,  FLC  screens  will  be  far  easier  U; 
manufacture  in  large  sizes  at  higher  vol; 
umes.  Those  advantages  could  translat* 
into  $230  million  in  revenues  for  Canoi 
by  1995. 

The  saga  of  gallium  arsenide,  used  fo 
electronic  circuits  in  satellites  and  high 
speed  chips  for  supercomputers,  is  mucl 
the  same.  GE  researchers  pioneere( 
these  compound  semiconductor  materi 
als  and  devices  in  the  early  1960s.  Bu 
now,  sales  of  Japanese  gallium  arsenid( 
devices  have  topped  $1.4  billion  a  year— t; 
mostly  for  diodes  in  lasers — according  to 
Fuji  Keizai  Co.,  a  Tokyo  consulting  firm, 
Japanese  firms  dominate  two-thirds  o] 
the  world  market  and  supply  nearly  al 
the  processed  wafer  t<  i 
make  gallium  arsenide 
chips.  And  in  April,  Fu 
jitsu  Ltd.  completed  th^ 
world's   first  full-seal 
mass-production  facilit; 
for  gallium  arsenid 
chips.   The   plant  pre 
duces  high-speed  gat 
arrays  used  in  advance' 
workstations  and  supei 
computers.  These  chipi 
are  faster  and  consum: 
less  power  than  comp; 
rable  silicon  devices 
MISSED  CHANCES.  Whil 
U.  S.  electronics  firm 
licensed    away  thei 
breakthroughs  in  telev 
sions  and  VCRs,  mater 
als  companies  diveste 
theirs  to  foreign  con 
petitors.  In  1990,  afte 
deciding  to  focus  mor 
on  its  core  businesse; 
Monsanto  Co.  sold  th 
last  of  its  gallium  ars^ 
nide  wafer  busines^ 
part  of  a  joint  ventun 
to  partner  Mitsubisl 
Corp.  The  next  gre? 
missed  opportunity  ft; 
the  U.  S.  may  be  hydrogen-storing  allo\ 
that  are   used   in   tiny   batteries  fc 
cellular  phones,  camcorders,  and  not 
book  computers.  These  metals  were  di 
veloped  at  Brookhaven  National  Labor: 
tory  in  New  York  in  1964.  Japanes 
researchers  flocked  to  the  lab  in  the  lal 
1960s,  says  Lee  Huston,  a  former  coi 
tract  scientist  for  Brookhaven.  "By  th 
early  1980s,  Japan  was  going  full  gear, 
he  says.  But  then,  research  suppo) 
from  the  Energy  Dept.  to  labs  and  co; 
panies  dried  up,  and  "U.  S.  labs  stoppe 
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When  John  McCallister  took  over  his 
family s  business  in  1870,  the  first  change  he  made 
was  to  stop  serving  Drambuie  to  his  clients. 
Ayear  later,  he  was  freelancing. 


Unfortunately,  John  McCallister  lacked  his  father's  business  acumen. 
And  his  appreciation  for  Drambuie.  No  wonder  he  wasn't  a  success. 
Drambuie.  A  base  of  100%  aged  malt  whiskies,  uniquely  flavored  with 
herbs  and  wild  heather  honey.  Scottish  in  origin,  distinctive  in  taste, 
unchanged  since  1745  Drambuie.The  stuff  legends  are  made  of. 


putlinji'  anything'  into  hydride  research." 

Last  year,  Matsushita,  Sanyo,  Hitachi, 
and  Toshiba  were  the  first  out  with  nick- 
el-hydride batteries,  which  last  twice  as 
long  as  popular  nickel-cadmium  batter- 
ies. Matsushita  Electric  Industrial  Co. 
supplies  batteries  for  its  own  videoca- 
meras  and  sells  to  Sony  Corp.  for  that 
company's  8mm  products.  Industry  lead- 
er Sanyo  Electric  Co.  currently  cranks 
out  1.6  million  units  a  month,  bound  for 
Toshiba  Corp.  laptops  and  Motorola  Inc. 
radio  gear.  And  it  intends  to  boost  pro- 
duction to  three  million  units  to  supply  a 
market  that  could  swell  to  more  than 
$250  million  next  year. 
CERAMIC  ENGINES.  As  Japanese  compa- 
nies have  mastered  technologies,  they 
have  used  superior  manufacturing  tech- 
niques to  help  dominate  markets.  Take 
ceramics,  which  include  integrated-cir- 
cuit  housings  and  parts  for  autos  and 
aircraft.  The  niche,  which  already  is 
worth  $9  billion  a  year  in  production  val- 
ue for  Japanese  companies,  will  balloon 
to  $43  billion  by  the  end  of  the  decade, 
says  the  Japan  Fine  Ceramics  Assn.  For 
now,  chip  packages  drive  the  boom.  But 
engines  will  be  next.  Still  in  the  proto- 
type stage,  engines  with  mostly  ceramic 
parts  could  show  up  in  cars  by  1995.  The 


selling  point:  greater  energy  efficiency 
born  of  higher-temperature  combustion 
that  ceramics  make  possible. 

As  new  markets  materialize,  a  few 
companies  such  as  Kyocera  Corp.,  which 
already  owns  607<  of  the  world  market 
for  ceramic  ic  packages,  will  clean  up. 
"Kyocera  should  be  one  of  the  most  suc- 
cessful growth  companies  of  the  1990s," 
says  Barry  Dargan,  head  of  research  at 
James  Capel  Pacific  Ltd.  He  also  sees 


By  chasing  quick  licensing 
revenues,  U.S.  companies 
fortified  Japanese  rivals 


good  times  for  Toray  Industries  Inc.,  the 
inventor  of  carbon  fibers  used  in  golf 
clubs,  fishing  poles,  and  now  airplanes. 
Carbon  fiber  shipments  for  the  tail  of 
the  Boeing  777  could  generate  $600  mil- 
lion in  revenue  in  the  next  20  years,  says 
Capel.  The  material  is  4'a  of  Toray's  rev- 
enues, but  adds  10?'  to  its  bottom  line. 

Japan  also  continues  to  seed  research 
on  more  radical  technology.  Since  1989, 
MiTl  has  kicked  off  four  advanced  mate- 


rials projects  and  is  spending  $3  millioi, 
to  $13  million  a  year  on  them.  The  big 
gest  aims  to  develop  materials  that  with 
stand  heat  up  to  3,600  F.  Another  seek; 
optoelectronic  materials  suitable  fo 
high-density  recording  in  supercom 
puters.  Yet  another  will  look  at  silicon 
based  polymers  that  combine  the  electri 
cal  features  of  silicon  with  the  ligh 
■weight  of  plastics  for  use  in  aerospac 
and  construction.  One  project  will  deve' 
op  process  technology  to  help  transfe 
these  substances  from  lab  to  factory 

Some  LI.  S.  scientists  blame  poor  tecl 
nology  management  inside  America 
companies  for  giving  Japan  a  leg  up  i; 
new  materials.  U.  S.  managers  erred  b; 
chasing  after  quick  licensing  revenue 
over  several  decades  while  skimping  o: 
manufacturing  investment.  "They  e) 
pect  the  rest  of  us  to  compensate  b; 
inventing  faster,"  says  Nick  Holonyal- 
one  of  GE's  gallium  arsenide  pioneer: 
now  at  the  University  of  Illinois.  "Bu 
we  can't  invent  that  fast."  Now,  Japan  i 
showing  that  it  can  improve  and  sell  th 
most  banal  composites  and  polymeri 
They  may  not  win  Nobel  prizes,  bu 
they'll  make  money  for  years  to  come 

By  Neil  Gross  in  Tokyo,  with  Pain  Blac 
in  New  York 
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SHORT-TERM 
AMERICA 

The  Causes  and  Cures  of  Our 
Business  Myopia 

By  Michael  T.  Jacobs 

Jacobs,  a  former  Treasury  official, 
pulls  no  punches  in  explaining  zchy 
so  few  American  businesses  are 
manageci  for  the  long  term — anci 
what  can  be  done  about  it.  He  con- 
vincingly shows  why  U.S.  competi- 
tiveness will  continue  to  decline 
unless  specific  reforms  are  aciopted 
for  corporate  governance,  the  bank- 
ing system,  and  executive  compensa- 
tion. 

"This  bciok  .  .  .  needs  to  be  read  and 
acted  upon.  We  can  no  longer  af- 
ford the  complacency  of  financial  or 
managerial  protectionism.  ..." 
— William  Brock 

268  pages  ISBN  0-87584-300-X  $24.95 


STRATEGY 

Seeking  and  Securing 
Competitive  Advantage 

Edited  by 

Ci/utJiia  A.  Montgomery 
and  Michael  E.  Porter 

This  collection  of  seminal  articles 
from  the  Harvard  Business  Rcviczv  in- 
cludes the  cutting-edge  thinking 
from  the  leaders  in  the  field:  Porter, 
Ohmae,  Mintzberg,  Chandler, 
Uevitt,  and  others.  Should  be  on 
every  manager's  bookshelf. 

475  pages  ISBN  0-87584-243-7  $29.95 


EVERY  MANAGER'S 
GUIDE  TO 
INFORMATION 
TECHNOLOGY 

A  Glossary  of  Key  Terms  and 
Concepts  for  Today's  Business 
Leader 

By  Peter  G.W.  Keen 

"If  you're  looking  to  beat  the  Christ- 
mas rush,  Peter  Keen  has  written  a 
fine  stocking  stuffer  for  your  CEO.  . , 
EVERY  MANAGER'S  GUIDE  does 
what  no  other  glossary  of  technol- 
ogy terms  has  yet  (to  our  knowl- 
edge) attempted:  Tlie  book  hitches 
its  Ivicid  definitions  of  key  IT  terms 
and  concepts  to  the  business  value 
inherent  in  understanding  them — 
anci  using  the  relevant  technologies 
well." — CIO  Magazine 

175  pages  ISBN  0-87584-309-3 
$16.95  paper 


Available  at  better  bookstores,  or  call  Harvard  Business  School  Press  at  800-545-7685. 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


Dear  Friend, 

You  know  the  ditterence  between  a  luscious  home^Rivvn  tomato 
and  a  store-bought  one.  Well,  the  difference  in  taste  between 
our  Double  LL  beet  and  ordinary  beet  is  even  more  dramatic. 

Store-bought  beet  is  shipped  by  train  or  truck  to  warehouses  and 
passes  through  many  hands  before  ending  up  in  the  meat  case. 

Our  USDA-inspected  packinghouse  vacuum  packs,  flash  freezes 
it,  and  then  we  ship  your  order  to  you  by  UPS. 

Ant)ther  way  to  tell  the  difference  between  Double  LL  beet  and 
most  superma.'ket  beet  is  by  its  color.  Supermarket  beet  that  has  been 
wrapped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beet.  In  tact,  the  bright  red  ct)lor  ot  supermarket 
beet  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beet^s  naturally  darker  cokir  indicates  that 
oxygen  has  been  kept  out,  yet  its  moisture  has  been  retained  tor  more  flavorful  cooking. 

We  offer  cinly  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filer  mignons,  tender  T-bone  steaks,  and 
lean  sirloins.  We  guarantee  that  Double  LL  beef  will  arrive  within  two  days  ot  shipment  in  perfect  condition  and  perfectly 
aged.  Our  beef  is  priced  at  less  than  ordinary  mail-tirder  beet.  If  you  join  our  club  we  automatically  bill  your  major  credit 
card,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  tor  Shelia,  Wanda,  Debbie,  or  me.  , 
Lt)ok  ft-)rward  to  hearing  from  you. 

Sincerely, 

DOUBLE  LL  RANCH 


LINDA  LEON 


"M^  17,000  acre  ranch  in  Montana 
stands  behind  the  Double  LL  brand'.' 


Double  It] 


VVORDEN.  HI  M 


MONTANA  59088 


*  SPECIAL  TRIAL  OFFER  ★ 

6  MOUTH-WATERING  FILET  MIGNONS  (6  02.  each) 

ONLY  $49.50  plus  $5.50  for  shipping  &  handling 

(Limit  1  shipment  only  per  address) 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 


Recently  we  took  100  grateful 
business  travellers  absolutely  nowhere. 


The  most  demanding 
travellers  are  business 
people.  And  in  recent 
frequent  flyer  polls,  one 
Business  Class  was  rated  a 
class  above  the  rest. 

Qantas. 

With  a  Business  Class 
chair  designed  not  just  by 
ergonomic  engineers,  but 
by  busmess  travellers. 

A  chair  that  when 
reclmed,  lengthens  to  ensure 
even  distribution  of  your 
weight,  so  when  you're 
ready  to  sleep,  all  your  body 
rests  comfortably. 

Which  is  why  millions 
of  business  travellers  all  over 
the  world  are  grateful  for 
flying  Qantas. 


THE  SPIRIT  OF  AUSTRALIA 


In  the  U.S.,  call  1-800-845-2360.  In  Vancouver:  684-8231.  In  British  Columbia  and  Alberta:  1 -800-663-3411 .  The  remainder  of  Canada:  1-800-663-3423.  In  addition  to  offering  our  own  frequent  flyer 
plan,  Qantas  is  a  partner  in  American  Airlines'  AAdvantage*  and  Canadian  Airlines'  Canadian  Plus  programs.  American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  without  notice. 
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SETTING  THE   PACE   IN  THE 
GLOBAL  MARKETPLACE 


hx:a  i  i()N:  Los  Angeles 

CONCf  i'T:  A  business  version  of  the  conuno>i  Hollywood  myth. 

SYNOPSIS:  Young  e)itrepreneur  comes  to  tow)t  to  make  his  fortune.  He 
starts  a  small  business.  After  a  slow  start,  sales  begin  to  take 
off.  A  recession  hits,  but  the  company  rides  it  out.  The  busi- 
ness grows... eventually  goes  public.  Taking  advantage  of 
L.A.  's  key  position  on  the  Pacific  Rim,  the  company 
expands  overseas.  The  cfitrepreneur  becomes  a  niillionaire. 

Myth?  Not  at  all.  For  many  businesses  in  the  Los  Angeles  area, 
scenarios  like  this  are  part  of  company  history.  During  the  last 
decade,  Los  Angeles  emerged  as  a  pre-eminent  business  center, 
not  only  for  the  U.S.  but  tor  the  entire  Pacific  Rim.  A  sophisticat- 
ed, multi-cultural  city,  L.A.  is  now  recognized  as  the  financial  and 
geographical  hub  of  international  commerce  between  East  and 
West  -  Asia  and  America  -  and  North  and  South  -  the  Americas. 
Gone  are  the  days  when  the  Los  Angeles  economy  was  based 
almost  entirely  on  the  aerospace  industry,  motion 
picture/TV  production,  and  tourism.  Today,  the  L.A. 
economic  pie  is  divided  among  dozens  of  industries, 
and  the  largest  employers  are  business  and  manage- 
ment services,  tourism,  wholesale  trade/distribu- 
tion, aerospace/high  tech,  health  services, 
financial  services,  textiles  and  apparel,  and 
entertainment. 

Los  Angeles  County  is  the  largest  manufac- 
turing center  in  the  U.S.,  both  in  terms  of 
employment  and  value  of  output,  ahead  of 
Chicago,  New  York,  and  Detroit.  Thousands  of 
companies  -  from  the  multinational  high-tech 
manufacturer  to  the  small  start-up  venture  -  are 
churning  out  a  world  of  goods,  from  processed  foods 
to  high-t&ch  computer  components  to  hair  care  prod- 
ucts to  furniture. 
Why  L.A.?  As  a  miarket  in  its  own  right,  the  L.A.  area  is  hard 
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Setting  the  Pace  in  the  Global  Marketplace 


to  beat.  The  tiny  agricultural  village 
founded  by  11  Families  in  1781  has 
exploded  into  a  a  five-county  mega- 
lopolis encompassing  34,000  square 
miles  and  14,000,000  people.  If 
Greater  L.A.  were  a  separate  state,  it 
would  rank  lourth  in  population  in  the 
U.S.,  behind  only  Texas,  New  York, 
and  the  whole  state  of  California. 

The  L.A.  area  packs  an  immense 
economic  wallop.  L.A.  has  more  high- 
income  households  ($50,000  in  buy- 
ing income  or  more)  than  any  other 
U.S.  city  except  New  York.  Total  per- 
sonal income  reached  $305.6  billion  in 
1990,  up  126.7%  from  1980.  If  L.A. 
were  a  natit)n,  its  output  of  $335.6  bil- 
lion in  1989  would  rank  it  eleventh  in 
the  world! 

L.A.'s  Burgeoning 
Services  Industry 

L.A.'s  dynamic  growth  over  the  past 
decade  has  stirred  activity  in  the  service 
industries,  including  advertising,  person- 
nel services,  computer  programming, 
architecture,  accounting,  legal  services, 
and  consulting.  From  1980  to  1990, 
277,200  new  jobs  were  added  in  busi- 
ness and  management  related  services. 

Financial  services  also  grew  tremen- 
dously, as  U.S.  banks  expanded  their 
local  operations  and  foreign  banks 
moved  in.  More  than  130  foreign  banks 
currently  have  offices  in  the  L.A.  area. 

Cathay  Bank  in  L.A.'s  Chinatown 
started  in  1962  as  a  storefront  with 
seven  employees  and  initial  capitaliza- 
tion of  half  a  million  dollars.  Today,  it 


has  expanded  into  a  publicly-traded 
holding  company  with  total  assets  of 
more  than  $659  million. 

"The  financial  center  of  the  West 
is  now  Los  Angeles,  "  says  Dunson 
Cheng,  Cathay  Bank's  president  and 


director  of  the  board.  "Asian  business 
presence  here  is  significant  and  more 
people  and  wealth  are  coming  in  all 
the  time.  It  is  a  very  good  business  cli- 
mate for  us. ' 

A  Great  Place  to  Visit 

The  L.A.  area's  temperate  weather, 
theme  parks,  beaches,  motion  picture 
studios  -  and  even  its  trend-setting  shop- 
ping malls  —  drew  62  million  visitors  in 
1990.  They  pumped  $8.8  billion  into 
the  economy.  Plans  now  in  progress 
should  push  those  numbers  even  higher 
through  expansions  of  Disneyland, 
Universal  Studios,  Magic  Mountain,  and 
the  downtown  L.A.  Convention  Center, 
due  to  open  mid- 1993. 

L.A.  s  cidtural  attractions  delight 
tourists  and  residents  alike.  During 


the  '8()s,  mainstays  like  the  Los 
Angeles  Philharmonic  Orchestra  were 
joined  by  new  art  groups  and 
facilities:  the  Orange  County  Per- 
forming Arts  Center,  the  Museum 
of  Contemporary  Art  in  down- 
town L.A.,  the  Autry 
Western  Heritage 
Museum  in  Griffith 
Park,  and  the  Music 
Center  Opera  Com- 
pany, among  them. 
Ground  will  break 
soon  on  the  spectacu- 
larly-designed Disney 
Hall  concert  facility, 
and  the  new  Getty 
Museum.  Numerous 
regional,  ethnic  and 
alternative  theater,  and  art  organi- 
zations broaden  the  already 
diverse  array  of  cultural  offerings. 

"Soon  tourism  will  be  the  largest 
industry  in  the  world,  "  says  Michael 
Collins,  vice  president  of  public  rela- 
tions for  the  L.A.  Convention  and 
Visitors  Bureau.  "People  are  choosing 
between  not  only  Aspen  and  Aruba, 
but  Scotland  and  Eastern  Europe  and 
many  other  destinations.  We  can 
honestly  say  that  a  visitor  will  get 
more  from  L.A.  than  any  other  loca- 
tion on  earth  because  of  our  tremen- 
dous diversity.  " 

Tracking  the 
High-Tech  Evolution 

L.A.  remains  a  major  center  for 
aerospace  manufacturing  with  $38  bil- 


25  MHz. 

AmomdngThe  World's 
Easiest  SX  Notebook. 


AST' Premium*  Exec  "  386SX/25  A  386SX  Processing  Power  A  25  MHz  Speed 
A  60  or  80  MB  Hard  Drive  A  4  MB  of  RAM  Standard  A  Over  3  Hom-s  of  Battery  Life 


Fasten  your  seatbelt. 
AST  presents  the  Pre- 
mium Exec  386SX/25, 
the  very  first  SX  note- 
book powered  by  a 
25  MHz  processor — 
the  fastest  available. 

The  Premium  Exec  386SX/25  flies  at 
speeds  25%  faster  than  20  MHz  note- 
books—it's even  faster  than  systems 


with  hardware  cache. 
So  it  cruises  through 
demanding  tasks  such 
as  Windows™  3.0  or 
vertical  applications. 
Once  again,  AST  offers 
you  the  highest  per- 
formance without  the  high  price.  For 
more  information  or  the  dealer  near- 
est you,  caU  1-800-876-4AST. 


AST  markets  products  worldwide,  outside  of  the  United  States 
and  Canada  call  AST  International  on  (714)  727-9292  or  FAX  to 
(714)  727-8585  AST,  AST  logo  and  Premium  registered.  Exec 
trademark  AST  Research,  Inc  Copyright©  1991  AST  Research, 
Inc  All  rights  reserved 
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lion  in  shipments  in  1990.  But  as 
peace  spreads  and  demand  tor  defense 
production  declines,  coalitions  have 
formed  to  help  convert  detense-oriented 
firms  into  competitive  players  in  the  con- 
sumer marketplace.  One  high-profile 
group  is  busy  figuring  out  how  to  use 
aerospace  techniques  in  the  production 
of  electric  cars. 

L.A.  has  become  a  high-tech  land  of 
opportunity.  The  aerospace  industry's 
highly  trained  workers  and  cutting- 
edge  technologies  provide  a  tremen- 
dous resource  for  other  high-tech 
companies. 

"This  area  is  now  better  than  Silicon 
Valley  for  us,"  says  David  Kirkey,  vice 
president  of  international  sales  and 


employees  and  $1  million  in  sales  in 
1985  to  700-plus  employees  and  pro- 
jected sales  of  $220  million  in  1991. 
The  company  was  recently  selected  as 
the  sole  supplier  of  microcomputers 
for  the  Central  Statistics  Office  of 
Poland. 

Healthy  Trends  in 
HEALTH  Care  Services 

A  thriving  health  care  industry  has 
grown  up  around  the  four  medical 
schools  and  two  dental  schools  located 
in  the  five-county  L.A.  area.  In  the 
1980s,  nearly  90,000  employees 
swelled  the  ranks  of  the  industry, 
which  includes  several  world-renowned 
medical  facilities. 


Nenr  right: 

Mayor  Tom 
Bradley 

futr  right: 
L.A.'S  MANY 
CULTURAL  ATTRAC- 
TIONS DELIGHT 
TOURISTS 
AND  RESIDENTS. 


worldwide  marketing  at  Advanced 
Logic  Research  (ALR)  in  Irvine.  'T.A. 
is  a  major  market  f(jr  the  good  employ- 
ees and  engineering  talent  ALR 
requires.  And  the  subcontractors, 
many  of  whom  have  worked  with  the 
aerospace  industry,  are  familiar  with 
our  high-tech  and  high-quality  require- 
ments." 

One  of  L.A.'s  more  dramatic  success 
stories,  ALR  has  grown  from  seven 


Sewing  Up  a  Corner 
OF  THE  Apparel  Market 

Many  people  are  surprised  to  learn 
that  L.A.  has  a  thriving  garment  indus- 
try -  with  shipments  of  $7  billion  and 
employment  near  1  17,000  in  l989. 
The  local  apparel/textile  trade  is  sup- 
ported by  several  excellent  training 
institutions,  the  costume  needs  and 
exposure  of  the  entertainment  indus- 
try, and  L.A.'s  generally  more  open 


business  climate.  Many  designers  and 
textile  workers,  unable  to  penetrate 
New  York's  tight-knit  industry,  have 
found  success  in  L.A. 

Let  Us  Entertain  You 

One  of  L.A.'s  oldest  industries, 
motion  picture  and  television  produc- 
tion, contributes  far  more  to  the  econ- 
omy than  its  $10.5  billion  in  receipts 
would  indicate.  According  to  Bill 
Shields,  chairman  of  the  American 
Film  Marketing  Association,  every  pro- 
duction made  in  L.A.  involves  400  or 
more  people  who  pump  their  own 
money  into  the  local  economy. 

"There  is  an  underlying  strength  to 
the  entertainment  business  in  L.A. 

even  during  down 
cycles,"  says  Shields. 
"The  infrastructure  and 
expertise  cannot  be 
duplicated  anywhere 
else  in  the  world." 

Increasingly,  L.A.'s 
entertainment  industry 
is  venturing  across  the 
oceans  to  tap  those 
world  markets.  Says  Christine  Hansen 
of  MCA-Universal  Studios:  "Television 
is  growing  in  Eastern  Europe  and  other 
areas.  There  are  great  opportunities  out 
there  for  the  whole  industry  if  you 
think  globally,  not  just  domestically." 

Building  the  Dream 

Industry  statistics,  though  helpful, 
cannot  begin  to  capture  the  dynamism 
that  draws  people  and  businesses  to 


Better 
Windows 


Solve  memory  problems 

QEMM  386  makes  the  most  of 
every  last  'K'.  DESQview  uses  that 
ir.emory  to  run  multiple  programs. 


Multitask 

Im  multiple  programs  side-by-side 
n  windows.  'Background'  programs 
can  continue  to  run. 


See  text  and  graphics 
side-by-side 

rference  information  in  your  graphu 
program  while  writing  your  report. 


Run  Windows  programs 

DESQview  even  lets  you  run 
Microsoft  Windows. 
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Easy  menu  access  to  programs 
and  DOS  services 

Access  programs  or  DOS  in  a  window 
with  just  a  few  keystrokes  or  mouse 
-  clicks.  It's  that  simple. 


See  multiple  files 

If  your  programs  allow  it,  DESQview  lets 

vou  ran  the  same  program  in  two  or 
more  windows.  Great  for  comparing  files 


Cut  and  paste  data 

Transfer  data  between  programs 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-by- 
side  with  DOS-extended  programs  like 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 
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ice  the  power  user's  seaet, 
^SQview  has  been  discovered  by 
mputer  knowledgeable  people 
erywhere.  Over  1,000,000  people 
ve  bought  DESQview. 

Multitasking;  windowing,  using  keyboard  or  mouse  commands, 
5  all  easy  with  DESQview. 

DESQview  386  2.3  lets  you  use  your  favorite  DOS  and  DOS- 
tended  programs  in  windows  side-by-side  on  386SX,  80386  and 
%  PCs.  As  you  can  see  above,  you  can  even  ain  Miaosoft  Windows 
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PCComputing 

MVP 

MOST  VALUABLE  PRODUCT 


within  DESQview. 

DESQview  2.3  gives  I 
and  286  PCs  with  addihonal  memory 
most  of  the  same  capabilities  with  sur- 
prisingly little  performance  trade-off. 
Whatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i486 
or  something  in  between,  DESQview  is  still  the  best  way  to  get  the 
most  out  of  the  hardware  and  software  you  own  today 
DESQview.  When  you  look  into  it,  it's  the  obvious  choice. 
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Los  Angeles  year  after  year.  Major 
cities  carry  with  them  a  m\ahology,  a 
certain  attitude  or  idea;  New  York  is 
the  Big  Apple.  Chicago  is  the  city  ol 
the  Big  Shoulders.  Los  Angeles  could 
well  be  called  the  city  of  Big  Dreams. 

"We  see  the  fiittire  here,"  says  Jim 
Miscoll,  vice-chairman  ot  the  board  ot 
Bank  ot  America,  which  recently 
merged  with  Sectirity  PaciHc  Bank. 
"When  L.A.  started  out,  it  was  a 
desert.  So  people  planted  trees.  There 
was  no  natural  port,  so  they  built  one. 
People  had  a  dream  and  made  it  hap- 
pen. That's  still  happening." 

Today's  dreamers  include  interna- 
tional investors,  entrepreneurs,  and 
immigrants  from  all  over  the  globe. 

In  1980,  three  immigrant  engineers 
mortgaged  their  homes,  pooled 
$12,000  in  cash,  and  gave  the  initials 
ot  their  tirst  names  to  launch  AST 
Research,  Inc.  Today,  the  computer 
maker  has  all  but  captured  the  number 
three  spot  behind  IBM  and  Compaq 
with  its  aggressive  pricing  and 
upgradeable  machines  which  never 
become  obsolete.  In  1990,  AST's  share 
price  on  Wall  Street  soared  259%, 
more  than  any  other  cf)mpany  traded 
on  a  major  stt)ck  exchange.  AST  dis- 
tributes products  in  89  countries  and 
operates  manutacturing  tacilities  in 
Taiwan  and  Hong  Kong. 

In  1981,  Choong  Hoon  Cho,  the 
chairman  ot  Korean  Air,  quietly  direct- 
ed the  acquisition  ot  the  largest  and 
most  sophisticated  cargo  storage  tacili- 
ty  on  the  West  Coast  at  Los  Angeles 


International  Airport.  "People  thought 
he  was  a  little  crazy, "  says  J.J.  Lee,  gen- 
eral manager  ot  cargo  marketing.  "But 
with  all  the  growth  in  trade  with  the 
Pacific  Rim,  that  huge  tacility  is  now 
too  small.' 

Korean  Air  has  experienced  double- 
digit  growth  every  year  and  leads  all 
other  transpacific  carriers  in  interna- 
tional cargo  tonnage  in  and  out  ot 
LAX. 

Going  Global  Right  at  Home 

While  dozens  ot  companies  like 
Korean  Air  and  AST  are  using  L.A.  as 
a  launching  pad  to  worldwide  markets, 
others  are  finding  a  significant  interna- 
tional market  right  outside  their  tront 

/o/>  L.A.  HAS  MORE 
COLLEGES  AND  UNIVERSITIES 

THAN  45  American  states. 
Bomw  Plans  are  currently 

UNDERWAY  FOR  EXPANSIONS  OF 
MANY  TOURIST  ATTRAC- 
TIONS IN  L.A. 


doors.  Because  ot  dramatic  population 
shitts  over  the  past  two  decades,  L.A.  is 
now  home  to  at  least  89  difterent  eth- 
nic groups.  The  area  boasts  the  largest 
Philippine,  Chinese,  and  Korean  pop- 
ulations outside  those  countries.  Only 
Mexico  City  and  Guadalajara  have 
larger  Mexican  populations. 

These  realities  give  new  meaning  to 
the  term  "melting  pot"  and  open  up 
tremendous  marketing  opportunities. 
"There's  a  sufficient  international  mar- 
ket right  here  in  L.A.  to  sustain  a  com- 
pany as  it  gears  up  to  go  global, '  says 
Merry  Tuten,  president  and  CEO  of 
the  Greater  Los  Angeles  World  Trade 
Center  Association,  the  fastest-growing 
world  trade  organization  in  the  coun- 
try. "Theres  a  talent  pool  and  knowl- 
edge base  here  that  you  won't  find  in 
other  cities.  It  you  have  a  question 
about  doing  business  in  a  toreign 
country,  you  can  talk  tace  to  tace  with 
btisiness  people  who  live  there." 

Gateway  to  the  World 

As  well  as  providing  access  to  impor- 
tant btisiness  contacts,  L.A.  offers  a 
sophisticated  and  multi-taceted  system 
tor  moving  goods  and  people. 

Two  international  airports,  three 
domestic  airports  and  numerous 
regional  airfields  connect  L.A.  with 
practically  any  destination  on  the 
globe.  And  owing  to  an  explosion  in 
trade  across  the  Pacific  Rim,  the  Port 
of  Los  Angeles,  called  Worldport  LA, 
edged  out  New  York  as  the  top  con- 
tainer port  in  the  country  in  1990. 


OCCIDENTAL 

Global 

Unity 
Through 

Global 
Prosperity 


Occidental  Petroleum  Corporation  is 
committed  to  securing  resources  for  the 
future.  Through  its  worldwide  operations, 
Oxy  has  maintained  its  diversity  of 
resources  in  oil  and  gas  exploration  and 
production  and  in  its  other  businesses. 

Oxy's  commitment  to  excellence  and 
innovation  in  both  its  domestic  and  its 
international  programs  will  continue  to 
make  Oxy  a  vital  force  in  the  new  decade. 


Occidental:  Keeping  Pace  With  the  World 
Now  and  in  the  Future 
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in  minutes. 

"The  citizens  voted  for  this.  It's  the 
greatest  local  funding  effort  in  the 
country  in  transportation,"  says  Neil 
Peterson,  president  of  the  Transpor- 
tation Commission.  "As  we  see  results, 
I  think  it  will  give  people  confidence 
to  tackle  other  things." 

Meanwhile,  on  another  front,  giant 
utility  company  Southern  California 
Edison  has  launched  an  ambitious 
effort  to  retain  and  recruit  manufactur- 
ers through  energy  efficiency  incen- 
tives, high-tech  training,  and  technical 
assistance. 

"Manufacturing  is  the  bread  and 
butter  of  any  economy,"  says  Barry 
Sedlik,  manager  of  customer  planning 
services  at  the  utility.  "It's  in  our  inter- 
est to  transform  these  businesses  into 
highly  efficient  and  productive  compa- 
nies that  can  compete  anywhere  in  the 
world.  We're  looking  at  what  we  can 
do  to  make  them  global  contenders." 


Near  right: 
A  MAJOR  EXPAN- 
SION IN  PROGRESS 
WILL  NEARLY 
DOUBLE  THE  CAPACI 
TIES  OF  THE  PORT 

OF  Long  Beach. 
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Magic  Johnson. 


many  nuances  of  the  area's  business  cli-l. 
mate.  Suffice  it  to  say  that  there  is  an^ft 
energy  and  optimism  in  L.A.  that's 
immediately  noticeable  and,  eventual- 
ly, irresistible.  That  may  explain  why 
L.A.  is  the  home  to  more  entrepre- 
neurs and  venture  capitalists  than  any 
other  city  in  the  world. 

"There's  a  misconception  aboutjl' 
L.A.  that  it  is  so  big  that  it's  difficult 
to  do  business  here,"  says  Tom  Link, 
editor  of  the  Los  Angeles  Business 
Journal.  "In  reality,  there  are  greater 
opportunities  here  to  start  businesses^ 
or  to  advance  in  your  career  than  in? 
most  other  areas. " 

Writing  the  script  for  success  in| 
business  is  not  without  its  risks,  espe 
cially  in  uncertain  economic  times 
Finding  the  right  location  is  half  the| 
battle.  Increasingly,  businesses  from^ 
around  the  globe  will  be  staking  then 
claim  in  Los  Angeles  —  the  new  capital- 
of  the  Pacific  Rim. 


Together,  LAX,  Worldport  LA,  and  the 
Port  of  Long  Beach  handled  $106.8 
billion  in  international  trade  in  1990, 
the  second  highest  in  the  country. 

A  major  expansion  now  underway 
will  nearly  double  the  two  ports'  capac- 
ities by  the  vear  2020  and  create  the 
world's  largest  integrated  marine-high- 
way-rail transportation  hub. 

Turning  Challenges 
Into  Opportunities 

While  fueling  the  economy,  Los 
Angeles'  phenomenal  growth  has  pre- 
sented government  and  business  with 
significant  challenges  in  the  areas  of 
transportation,  air  quality,  affordable 
housing,  and  waste  disposal.  "Every 
major  city  has  these  same  problems, " 
says  Miscoll  of  Bank  of  America.  "The 
difference  is,  we  re  doing  something 
about  them  in  L.A.  In  fact,  L.A.  will  be 
the  model  for  how  to  solve  them. " 

A  prime  example  can  be  found  at  the 
Los  Angeles  County  Transportation 
Commission  where  a  "can-do"  attitude 
is  palpable.  The  commission  is  charged 
with  nothing  less  than  solving  the 
area's  traffic  congestion  problem  using 
any  combination  of  modes  of  trans- 
portation. 

Initial  plans  call  for  a  light  rail  sys- 
tem (one  leg  is  already  operating 
between  downtown  L.A.  and  Long 
Beach  -  and  to  rave  reviews),  an 
expanded  bus  system,  and  a  more  effi- 
cient freeway  system-complete  with 
HOV  lanes  and  dozens  of  tow  trucks 
ready  to  move  disabled  vehicles 


Writing  the  Script 
for  Your  Business 

It's  difficult  to  put  a  label  on  Los 
Angeles,  though  many  have  tried.  And 
it's  equally  difficult  to  capture  the 
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Upgradeable 
i486SX 

$1,995 

33-MHz 
386DX  Models 
Start  at 
$1,795 


"ALR  has  executed 
a  masterstroke  tliat 
could  influence  the 
way  all  computers 
are  built." 

PC  Hesourcc  -  December  19H9 

PC  Resource  was 
right!  Everybody  is 
following  in  our 
footsteps.  After  all, 
ALR  pioneered  affordable 
modular  systems  over  two 
years  ago.  And  our  experience 
is  showing...  Just  look  at  what 
the  industry  e.xperts  are  sa\  ing. 


In  simple  terms,  modularity  - 
otherwise  known  as  upgrade- 
ability,  is  the  number  one  way 
to  protect  your  PC  investment. 
You  don't  have  to  worry  al^out 
outgrowing  a  modular  system, 
because  you  can  affordal)ly 
'Vi^  U^^^Wc      CPU! with  a 
more  powerful  one  whenever 
your  needs  change. 


:480/25 
$  I  .495* 


1486/33 
$  1 ,595* 


i48G/50 
.$2,295* 


"Ji^Uf-^^lliCPlll""' 


Introducing  the  ALR 
BusinessSTATION 


TM 


SAVE  OVER  $1,000 
COMPARED  TO  THE  COMPETITION 


Which  brings  us  to 
why        should  buy 
an  ALR 

BusinessSTATION 
over  a  Compaq* 
Deskpro/M'^'.  Feature 
for  feature,  the  ALR 
BusinessSTATION 
family  matches  or 
beats  the  Compaq 
Deskpro/M  series.  1  lowever, 
model  for  model,  the 
BusinessSTATION  offers  more 
performance... 

for  suljstantialiy  less  tiioney. 

Like  the  DeskproAM,  the 
BusinessSTATION  offers  a 
32-bit  LISA  bus,  the  most 
compatible  and  powerful  bus 
architecture  available  for  the 
PC.  Additionally,  an  integrated 
DMA-IDE  controller  delix'ers 
excellent  hard  disk  perfor- 
mance. And  a  wide  array  o\ 
standard  features,  including 
built-in  Super  VGA,  round  out 
this  outstanding  value.  And 
best  of  all.  v'ou'll  be  getting  a 
quality  l486SX-based''^'  system 
loaded  with  features  for  only 
$  1 ,995  (33-MHz  386DX™ 

Models  start  at  just  $  i  ,795). 


ALR- 

Compaq' 

BusinessSTATION'" 

Deskpro'" 

486ASX 

486s/ 16M 

Processor 

20-MHz  i486SX"^ 

16-MHz  i486SX'" 

Memory  Cache 

8-KB 

8-KB 

Standard  Bus 

32-bit  EISA 

32-bit  EISA 

EISA  Slots 

2 

2 

Standard  Video 

SuperVGA 

Super  VGA 

Upgrade  Path 

25-,  33- &  50-MHz 

25-MHz  i486SX, 

i486DX'" 

33-MHz  i486 

Starting  Price 

$1,995 

$3,199 

I3ut  don't  take  our 
word  for  it.  Visit 
your  local 
authorized  ALR 
reseller  and 
compare  for 
vourself.  Call: 


1 -800-444-4ALR 

^^Si — Advanced  Logic  Research.  Inc. 


irMiie, 
TKL  1 7 


')J7i8 

.■^Hl-077O    F.\X   (714)  58l-y2.tO 


Available  at  these  nalionwide  locations 


Connecting  Point  aJU 

B  CtNtfBS 


Prices  and  conligurailons  siibjeci  to  t  liange  wlihoui  noiite  Prices  l>ase(l  on  L'  S  l>>llars  'NKxaule  pridtig  tetleris  alter  relj^ie  r^iting  verily  t omiX'riilve  pricing  with  manufaciurer  System  shown  with  oiiiional  rnonlior 
AJ_R  IS  a  registered  trademark  and  BusinessSTATION  Is  a  irademark  ol  Advanced  Logic  Hese-arch,  inc  All  other  brand  and  prcxliK  i  names  are  irademarks  or  registered  trademarks  ol  iheir  respe<  llve  owners  ®l99l  by 
Advanted  Logic  Researrfi,  Int 
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Software 


ROCKET  SCIENCE  FOR 
THE  HOME  STOCK-PICKER 


For  years,  sophisticated 
computerized  stoci<-pick- 
ing  lias  been  the  prov- 
ince of  Wall  Street's  rocket 
scientists.   But  the  develop- 
ment of  powerful  invest- 
ment software  for  the 
home  market  is  en- 
abling  more  sma 
investors    to  tap 
their  persona 
computers  to  help 
them  make  invest- 
ment choices.  With 
programs  once  avail-    T  * 
able   only   to   experts,  3m 
"almost  anything  a  pro-  |* 
fessional  can  do  on     r  vi 
Wall  Street,  an  indi-    43  H  vv. 
vidual  investor  can     A"-''-'"  ?^ 
do  at  home,"  says 
Frederic  Shipley, 
associate  fi- 
nance profes- 
sor at  Chica- 
go's De  Paul 
University. 

About'  500 
programs,  rang- 
ing    in  price 
from  $20  to  more    \  + 
than  $2,000,  offer 
various     kinds  of 
stock  market  analysis 
and  portfolio-management 
assistance.   Many  require 
data  updates  to  supplement 
the  basic  software.  You  either 
get  current  data  by  mail  on 
floppy  disks  or  use  a  modem 
to  tap  an  on-line  data  base. 
STEADY  STREAM.  To  get  Start- 
ed in  computerized  investing, 
you'd  pr(.)bably  benefit  most 
from  an  IBM-compatible  PC, 
since  most  investment  soft- 
ware has  been  written  for 
that  operating  system.  Pick  a 
system  built  around  a  power- 
ful 80386  chip  with  at  least 
two  megabytes  of  RAM  and  a 
40-megabyte   hard   drive.  A 
modem   will   enable  you  to 
download  stock  quotes  and 
other  information  from  data 
services. 


«  f  ,'5  10: 
1050  %,  W6 

III  fef 


It 


current 

market  information,  a  number 
of  services  provide  an  ongo- 
ing stream  of  stock  quotes — 
either  real-time,  15-minute  de- 
lay, or  end-of-day.  Active 
traders  prefer  the  comprehen- 
sive, up-to-the-minute  capabili- 
ties of  Data  Broadcasting's 
program  (up  to  $500  a  month). 
But  for  most  small  investors, 
two  cheaper  programs  will 
suffice:  DTN  Wall  Street  or 
Telemet's  Radio  Exchange, 
which  offer  delayed  stock 
quotes  for  about  $35  a  month. 
To  get  down  to  the  nitty 


gritty  of  stock-picking,  you 
need  a  program  that  does  fun- 
damental analysis — compar- 
ing stocks  based  on  debt-to- 
equity,  price-to-earnings,  and 
other  basic  ratios.  Such  mea- 
sures can,  for  instance,  help 
you  determine  which  stocks 
may  be  undervalued. 

Two  of  the  better  screening 
programs  are  Value  Line's 
Value/Screen  II  and  MP  Soft- 
ware's Market  Base  (table). 
Both  feature  weekly,  month- 
ly, or  quarterly  disk  updates. 
For  an  extra  fee.  Value/ 


Screen  users  can  obtain  rAii 
cent  stock  prices  througBbs. 
Dow  Jones  News/R 
trieval,  an  indeper 
dent  dial-up  vendor. 

Value  Line  suk  sioi 
scribers   may   fee  team 
more  at  home  wit 
Value/Screen,  since  i 
includes  the  service' 
proprietary  estimates  an^ 
••ankings  for  safety  an' 
timeliness.  On  the  othe 
hand,  the  extra  point 
Value/Screen  gets  fo 
familiarity  and  eas( 
of-use,  it  loses  i 
depth.    Its  dat 
base  covers  onl 
l,(iOO  stocks,  vs  « 
Market  Base' 
4,(i00,    and  i 
is  comparative! 
thin  on  histor 
cal  data  for  eac 
company.  What' 
more,  Marke 
Base  offers  10 
variables  for  eva 
uating  eaelftfat 
A^oo"^'^V>     stock— double  tha 
.0?. '■I^^    of  Value/Screen- 

and  allows  you  t  lifj 
"xinf'*^     weight  each  variabl 
Kio  r      to  your  liking. 

Stuart  Meibuhr,  a  r( 
tired  chemist  from  Bloonf 
field  Hills,  Mich.,  uses  Marke 
Base.  During  a  recent  searc 
for  undervalued  stocks,  h 
asked  specifically  for  comps 
nies  selling  below  book  value 
with  debt  under  207^  of  cap 
tal,  and  lo7<  compoundei 
earnings  growth  since  1981 
The  program  took  less  thai 
20  seconds  to  come  up  wit 
two  candidates. 

Budget-minded  investor 
may  want  to  explore  a  thir 
program:  the  PC  Stock  Marke 
Data  Bank  offered  by  th 
nonprofit  American  Investor 
Alliance.  It  isn't  as  polisheij||' 
as  its  commercial  rivals,  buj 
at  $55  a  year  for  quarterly! 


![4f 
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50()-company  data  disks,  it 
ay  be  the  best  value.  AIA 
so  offers  updated  stock 
jotes  once  a  week  on  an 
ectronic  bulletin  board  that 
)U  can  download  for  the 
•ice  of  the  call. 
After  fundamental  analysis, 
le  next  step  is  technical  anal- 
sis.  This  investing  tool  as- 
isses  whether  stocks  or  mar- 
;t  indexes  are  fairly  valued 
ised  on  price  and  trading 
ends.  The  computer  auto- 
ates  what  had  been  the  la- 
)rious  task  of  drawing 
larts  by  hand. 

■ST  OF  TIME.  Many  experts 
commend  Etjuis  Internation- 
's  MetaStock-Professional 
;  the  best  entry-level  pro- 
•am.  By  layering  its  45  dif- 
irent  technical  indicators, 
etaStock  allows  novices  to 
>e  moving  averages,  while 
irious  practitioners  can  grad- 
ite  to  more  complex  strate- 
es  common  on  Wall 
;reet — or  even  de- 
se  their  own  for- 
ulas.  A  unique 
ature  is  its  win- 
)wing  capabili 
hich  lets  users  put 
any  as  30  charts  on 
iigle  screen. 

Telescan's  Edge  and  Ana- 
zer  programs  are  an  inter- 
iting  cross  between  the  fun- 
imental  and  technical 
lUtes.  They  provide  50  fun- 
miental  benchmarks,  includ- 
g  price-to-earnings  ratios, 

I  10,000  stocks  and  1,700  mu- 
lal  funds.  Unlike  other  pro- 
-ams,  Analyzer  and  Edge 
)n't  just  spit  out  reams  of 
.w  data.  Instead,  they  dis- 
ay  the  information  in 
raphs,  allowing  users  to 
impare  the  ratios  to  histori- 

II  patterns,  and  even  plot 
oving  averages  and  other  in- 
!xes  against  it.  The  charts 
ist  a  mere  pittance  com- 
ired  with  the  price  of  raw 
ita  from  other  dial-up  ser- 
ces.  You  can  down- 
ad  an  average 
'aph  for  as  little 
>3t 

Once  you 
nd  a  stock  to 
ay,  you're  prob- 
3ly   better  off 
illing  your  bro- 
5r  directly  than  us- 
g  your  computer 


to  execute  the  trade.  While 
there  are  no  less  than  eight 
on-line  services,  such  as 
America  On-Line  and  Equaliz- 
er, that  allow  you  to  trade 
through  a  discount  brokerage, 
some  charge  on-line  time  and 
extra  fees  in  addition  to  com- 
missions. Placing  orders  via 
computer  doesn't  gain  you  di- 
rect access  to  the  exchange 
floor.  Nor  does  it  allow  inves- 
tors looking  to  reduce  capital 
gains  to  specify  which  shares 
from  a  large  block  to  sell. 

A  portfolio-management 
program  can  help  you  keep 
track   of  your 


buying  and  selling.  But  be 
careful:  To  accommodate  ev- 
ery possible  securities  trans- 
action, many  management 
programs  attempt  to  cover  ev- 
ery conceivable  investment. 
As  a  result,  you  can  pay  dear- 
ly for  features  you'll  probably 
never  need. 

The  best  bargain — a  pro- 
gram called  PFKOI — isn't  stan- 
dard commercial  software, 
but  rather  one  of  the  best 
of  the  so-called  "shareware" 
programs  that  can  be  down- 
loaded free,  via 
modem,  from 
computerized 
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A  SAMPLING  OF 
INVESTMENT  SOFTWARE 


FUNDAMENTAL  ANALYSIS 

Program 

Cost* 

Demo? 

Comments 

MARKET  BASE 

617  449-8460 

$345 

Yes 

4,600  stocks;  most 
screening  variables 

STOCK  MARKET  DATA  BANK 

305  561-1900 

$55 

Yes 

3,500  stocks;  let- 
ter-writing feature 

TELESCAN  EDGE 

713  952-1060 

$249 

No 

10,000  stocks  plus 
1,700  mutual  funds 

VALUE/SCREEN  il 

212  687-3965 

$295 

Yes 

1 ,600  stocks;  uses 
Value  Line  ratings 

*AII  prices,  except  Telescan,  based  on 

yearly  costs  for  quarterly  disk  updates 

TECHNICAL  ANALYSIS 

Program 

Cost* 

Demo? 

Comments 

COMPUTRAC 

504  895-1474  3 

$695- 
>  1,900 

No 

Best  profitability 
tester 

MARKET  ANALYZER 

609  520-4642 

$349 

Yes 

Low  $25  monthly 
data  fee 

METASTOCK-PROFESSiONAI  $349 
801  265-8886 

Yes 

Top  entry-level  pro- 
gram 

TELESCAN  ANALYZER 

713  952-1060 

$100 

No 

Blend  of  technical 
and  fundamental 

*Sottware  only;  additional  fees  for  dialup  data 

PORTFOLIO  MANAGEMENT 

Program 

Cost* 

Demo? 

Comments 

EQUALIZER 

415  627-7000 

$99 

No 

Executes  trades  via 
Charles  Schwab 

MARKET  MANAGER  PLUS 

609  520-4642 

$299 

Yes 

Access  to  Dow 
Jones  dota  bases 

PFROI 

206  747-5598 

$29 

Yes 

"Shareware"  pro- 
gram a  good  value 

PORTFOLIO  EVALUATOR 

414961-1991 

$129 

Yes 

Also  does  quantita- 
tive valuations 

PULSE 

801  265-8886 

$349 

Yes 

Unique  calendar 
for  monthly  events 

*  Software  only 
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bulletin  boards.  As  with  most 
shareware  ])rograms,  I'Flioi's 
authors  recjuest  a  voluntary 
payment  from  satisfied  users, 
in  this  case  $29.  FFKOI  is 
slightly  difficult  to  use, 
though  it  does  some  things  its 
commercial  rivals  don't,  such 
as  computing  annualized  re- 
turn of  either  an  entire  port- 
folio or  a  single  investment. 

Since  most  investment  soft- 
ware isn't  cheap,  don't  launch 
into  a  buying  spree  until  you 
know  what  you  hope  to  ac- 
complish. For  firsthand  ad- 
vice, look  into  computerized 
bulletin  boards  or  any  of  the 
40-odd  user  groups  around 
the  country.  The  Boston  Com- 
puter Society  (617  252-0600) 
has  an  exhaustive  library  of 
investment  software  its  mem- 
bers can  try  out. 
TRIAL  RUN.  The  American  As- 
sociation of  Individual  Inves- 
tors' $79  annual  fee  includes  a 
subscription  to  its  bimonthly 
Co  m  p  u  tc  fized  In  res  ting 
Newsletter  and  a  500-page  di- 
rectory of  user  groups,  bulle- 
tin boards,  and  software  (312 
280-0170).  The  directory  also 
mentions  which  software  de- 
veloi)ers  offer  demonstration 
copies  free  or  for  a 
nominal  charge. 

Also,  keep  a  sharp 
eye  on  usage  fees. 
De  Paul's  Shipley 
says  that  investors 
should  count  usage 
charges  no  differently 
than  they  do  money-manage- 
ment fees:  Usage  charges 
shouldn't  exceed  1.57^  of  your 
portfolio  annually. 

Granted,  just  using  a  com- 
puter doesn't  guarantee  bet- 
ter returns.  (Indeed,  beware 
of  programs,  particularly  for 
technical  analysis,  that  claim 
to  beat  the  market.)  But  given 
the  penchant  many  individ- 
uals have  for  acting  on  "hot" 


tips, 


a  computer  program 
"can  provide  some- 
thing small  investors 
need       most — disci- 
jline,"  says  Boston 
computer  consul- 
tant Dan  Dibarto- 
lomeo.   And  with 
luck,  the  trading  prof- 
its you  make  will  more 
than  pay  for  your  new 
computerized-investing 
tools.  Dea»  Foiist 
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Potables 


WINE  THAT 
LETS  YOU  KEEP 
YOUR  HEAP 

Like  otlier  baby  boomers 
joining  the  swelling 
ranks  of  the  newly  preg- 
nant, I've  had  to  forgo  some 
of  life's  simple  pleasures.  For- 
tunately, savoring  a  glass  of 
wine  is  not  one  of  them — 
thanks  to  the  merrily  sober 
vintners  at  St.  Regis  and  Ari- 
el Vineyards. 

These  California  wineries 
make  dealcoholized  wine, 
aimed  at  the  same  consumers 
who  drink  nonalcoholic  beer. 
Although  early  attempts  to 
remove  all  but  a  tiny  fraction 
of  alcohol  from  wine  through 
cold  filtration  took  place  in 
the  1980s,  only  recently  have 
the  results  been  anything  but 
gruesome.  No  one  will  mis- 
take this  fau.x  wine  for  Cha- 
teau Margau.x.  But  some  of 
today's  varieties  are  supple 
and  surprisingly  drinkable. 


i 


NO-ALCOHOL  WINE:  FOR  MOTHERS-TO-BE— OR  AT  WORKDAY  LUNCHES 


I  found  the  fruitier  wines, 
such  as  Ariel's  white  zinfan- 
del  and  St.  Regis'  rose,  re- 
markably like  their  alcoholic 
cousins.  They  retain  the  aro- 
matic character  and  taste. 
Also  good:  sparkling  wines, 
which  mimic  champagne's 
bubbly  effervescence  without 
its  intoxicating  kick.  Much 
less  successful  are  the  char- 
donnays  and  cabernets.  De- 
spite vintage  designations  and 
fancy  "reserve"  labels,  most 
are  dull,  soulless  pretenders. 


Dealcoholized  wine  has  an- 
other selling  point:  It's  low  in 
calories.  Imitation  bubbly,  for 
example,  has  only  36  calories 
a  glass,  vs.  110  for  real  cham- 
pagne. But  don't  confuse  non- 
alcoholic wines  with  diet 
wines,  which  have  more  than 
just  a  trace  of  alcohol. 
CALL  OF  THE  MILD.  Who's 
drinking  dealcoholized  wine'.'' 
In  addition  to  expectant  moth- 
ers and  people  who  choose  not 
to  drink  for  health  or  diet  rea- 
sons, there  are  New  Age  tee- 


totalers, whose  lifestyle  ma; 
rule  out  alcohol,  and  thosj 
whose  work  requires  them  v 
restrict  their  drinking,  su( 
as  pilots.  Women  are  the  bi; 
gest  buyers,  accounting  fc 
as  much  as  75%  of  sales. 

With  its  12  varieties  < 
Napa  Valley  wines,  Ariel 
going  after  the  high  end  ( 
the  market.  A  bottle  of  whii 
zinfandel  sells  for  $6,  the  r^ 
serve  cabernet  for  $15,  and 
premium  champagne  for 
St.  Regis  aims  a  bit  lower,  e, 
chewing  corks  and  artsy  1: 
bels.  It  sells  nonalcoholic  t; 
ble  wines,   champagne,  an 
varietals  for  $3  to  $8. 

As  no-alcohol  vino  gain 
converts,  restaurants  are  In 
ginning  to  heed  the  call  of  th 
mild.  Zola's,  a  popular  Sa 
Francisco  establishment,  nov 
offers  dealcoholized  wine  b 
the  glass,  and  others  are  ad( 
ing  it  to  their  lists.  Zola 
owner,  Larry  Bain,  says  h 
still  prefers  "the  real  stuff. 
But  for  sometime  teetotaler 
like  me,  it's  nice  to  know  yo 
can  clink  glasses  with  felloA 
revelers  and  still  rise  cleai 
eyed  and  virtuous  the  nex 
morning.  Maria  Red 


It 


A few  years  ago,  only  the 
foolhardy  could  be  per- 
suaded to  put  money  into 
Latin  America.  In  fact,  over 
the  past  two  decades,  some 
$300  billion  has  fled  the  trou- 
bled region  in  search  of  safer 
havens  around  the  globe. 
But  now,  the  money  is  com- 
ing back  in  a  big  way. 

From  the  Rio  Grande  to 
Tierra  del  Fuego,  one  coun- 
try after  another  is  slashing 
deficits,  privatizing  indus- 
tries, and  opening  borders  to 
free  trade.  As  a  result,  Latin 
America's  bolsas  are  taking 
off.  The  Buenos  Aires  mar- 
ket is  up  3357'  in  dol- 
lar terms  this  year, 
while  Mt^-xico's  has 
gained  UO'v. 

Amid  such  heady 
growth,  more  than  a 
dozen  new  American 
depositary  receipts 
(ADfis)  and  closed- 
and  open-end  mutual 
funds  have  made 
their  debut  in  the 
U.  S.  recently,  adrs. 


Smart  Money 

BULLISH  ON 

LATIN  AMERICAN  BOISAS 


which  trade  on  the  New 
York,  American,  and  over- 
the-counter  exchanges,  rep- 
resent ownership  of  shares 
in  a  foreign  company.  A 
U.  S.  bank  holds  the  actual 
stock  and  converts  the  divi- 
dends into  dollars. 

Among  the  most  active 
.\DRs  are  ones  from  the  for- 


GROWTH  STOCKS 
SOUTH  OF  THE  BORDER 


Company 

Industry 

Price 
per  ADR 

CIFRA  Mexico 

Retailing 

$1.28 

COMPANIA  DE  TELEFONOS  DE  CHILE 

Phones 

41.38 

SIVENSA  Venezuela 

Steel 

7.75 

ULSFONOS  DE  MEXICO 

Phones 

42.00 

TOLMEX  Mexico 

Cement 

56.25 

DATA  D  A  CAMPBELL  CO. 


merly  state-owned  Mexican 
and  Chilean  telephone  sys- 
tems. Douglas  Campbell, 
whose  Santa  Monica  (Calif.) 
brokerage  follows  Latin 
stocks,  especially  likes  Tele- 
fonos  de  Mexico.  At  $42,  its 
.\DR  is  up  80'^'(  since  June. 
But  its  price-earnings  ratio 
of  10  is  still  about  the  same 
as  AT&T's.  With  the 
U.  S.  and  Mexico 
mulling  a  free-trade 
deal,  Campbell  also 
is  high  on  Tolmex,  a 
leading  cement  mak- 
er and  exporter. 

Instead  of  individ- 
ual issues,  some 
pros  recommend 
funds  targeting  a 
country  or  region. 
Merrill"  Lynch  (800 


637-3863)  and  G.  T.  Capital 
Management  (800  548-9995) 
have  each  unveiled  open-end 
Latin  funds  recently.  And 
the  Argentina  Fund,  a 
closed-end  fund  sold  through 
brokers,  was  launched  in  Oc- 
tober and  is  now  trading  at 
307^^  over  its  net  asset  value. 
But  Smith  Barney's  Michael 
Porter  favors  the  Mexico  Eq- 
uity &  Income  Fund,  a 
closed-ender  that  holds 
stocks  and  high-yield  bonds. 
He  also  thinks  the  Brazil 
Fund  is  "a  great  buy"  at  its 
current  price  of  $13.50,  even 
though  a  political  logjam  has 
stalled  economic  reforms. 

Of  course,  some  thought 
the  fund  was  a  great  buy  in 
September,  when  it  was  at  a 
record-high  $18.  The  lesson 
is  that  mood  swings  still  can 
make  the  region's  bolsas  rise 
or  fall  107f  in  a  day.  But  for 
anyone  willing  to  go  for  the 
long  haul,  Latin  America's 
economic  rebirth  still  could 
turn  out  to  be  the  surprise  of 
the  decade.        Bill  Glasgall 
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You  INVESTED  MILLIONS 
in  your  COMPUTERS. 
TAis  FREE  BOOK  wi//  help 
you  SAVE  //. 


"^"""9  Mode 


I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM:  dec*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 
inside  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 

IBM  IS  a  regislefed  Irodemorl,  ol  the  Inlernationol  Bu; 


Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 


Since  Bull  is  a 

founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start.?  What  products 
do  I  use.''  How  fast  should  I  go.''" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 

5S  Machines  Cofporolion  DEC  is  o  registered  Irodemorl;  o(  the  Digital  Equipmenl  Corporolion  ©  1991  BULL  HN  Inlormoltort  Syi 


current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-233-BULL. 

Of  course,  we  re  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 
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Personal  Business 


Fitness 


GYM-DANDY  WORKOUTS 
WITHOUT  LEAVING  THE  HOUSE 


That  autumnal  chill  in  the 
ail-  is  a  reminder  to  fit- 
ness fanatics  that  soon 
they'll  have  to  augment  their 
regimen  of  runnin<^,  hiking, 
and  other  outdoor  pursuits 
with  a  little  in-house  exercise. 

No  sweat.  Advances  in  bio- 
mechanical  design  have  pro- 
duced versatile,  compact 
home-exercise  machines  that 
make  a  ;5()-minute  home  work- 
out just  as  thorough  as  a  trip 
to  the  liealth  club — and  you 
don't  have  to  pack  a  bag  or 
fight  over  lockers.  "Home-ex- 
ercise people  just  won't  settle 
for  second-rate  stuff  any- 
more," says  Michael  Hoff- 
man, a  spokesperson  for  Life 
Fitness,  which  manufactures 


FLEXSTEP 
EXERCISES  THE 
UPPER  BODY,  TOO 


both  home  and  institutional 
equipment. 

Favorites  this  season  are 
fitness  climbers,  or  stair- 
steppers.  Vertical  towers  with 
'steps'  force  the  legs  to  move 
up  and  down,  providing  a 
brisk  cardiovascular  workout. 
Climbers  are  also  helpful  in 
strength  training  and  for  ton- 
ing hips,  thighs,  and  calves. 
FlexStep  by  Spirit  ($349)  has 
steel  linkages  that  eliminate 
the  nylon  ropes  and  pulleys  of 
most  models.  Another  good 
bet  is  the  Lifestep  5500  by 
Life  Fitness  ($2,398),  a  more 
rugged  motorized  model  with 
loads  of  electronic  gadgetry 
and  an  elapsed-time  readout. 
SMOOTHER  CLIMB.  The  big 
new  thing  in  climbers  is  the 
addition  of  movable  mechani- 
cal arms  designed  to  give  ex- 
ercisers an  upper-body  work- 
out while  they're  huffing  up 
the  stairway.  The  Spirit  Flex- 
Step  7(5(3  ($4(59)  has  a  digital 
gauge  that  monitors  repeti- 
tions and  calories  burned. 
tk  Precor's  new  725e 
limber  ($(525)  boasts 
a  "torselastic 
•ing  system"  that 
■educes  the  possibili- 
of  stress  injuries 
by  eliminating  the 
jarring  bounce  of 
other  climbers. 
And  those  old 
standbys,  exer- 
cise bicycles,  are 
still  popular. 
Some  glitzy  new 
models,  such  as 
Life  Fitness'  Life- 
cycle  ($1,198),  of- 
:'er  computerized 
•ruising  and  elec- 
•onic  controls  that 
;imulate  rides  over 
rying  terrain.  The 
•ycle  is  pro- 
grammed for  interval 
training — brief  but  in- 
tense  "uphill"  sprints 
^  and  periodic  cool- 
downs.  Easy  riders  may  favor 
I'ecumbent  bikes.  These  re- 
cliners  distribute  weight  even- 


HOIST'S  PRICEY  HOME  GYM  PROVIDES 
A  SERIOUS  TOTAL-BODY  WORKOUT 


ly  over  the  lower  back  and 
buttocks,  so  your  heart 
doesn't  have  to  fight  as  hard 
to  pump  blood  and  oxygen  to 
the  legs.  The  Tunturi  E803 
Aircycle  ($699)  lets  you  pedal 
away  in  comfort,  cradled  by  a 
cushy  seat. 

A  few  years  back,  mechani- 
cal rowers  were  the  rage. 
This  year,  ski  machines  are 
popular,  with  most  striving  to 
simulate  the  aerobic  glide  of 
cross-country  skiing.  Nordic 


simple,  low-impact 
obic  workouts  with  vi:| 
tually  no  chance  of  ir, 
jury.  The  models  in  thj 
Spirit  SR  series,  whicl 
range  from  $1,695  tl 
$2,195,  offer  an  adjusj 
able   incline   that  cal 
add  to  training  intensi 
ty.      Precor's  9051 
($2,1(J0)  also  inclines, 
features  a  welded  ah 
minum  frame  and 
cushioned  running  be| 
to  reduce  shock. 
For  those  who  want  a  serl 
ous  all-body  workout,  there 'I 
still  no  substitute  for  hom| 
gyms.  Among  the  best:  Hois 
Fitness     Systems'  class] 
lOOOse  ($2,595).  It  has  equiij 
ment  for  a  bench  press,  shoul 
der  press,  leg  press,  tricei 
push-down,  and  vertical  knel 
raise,  among  other  feature^ 
Parabody  also  makes  two  e> 
cellent  models,  the  EX50| 
($2,199)  and  the  more  compac 
EX350  ($1,3!)9). 

RECUMBENT  CYCLES 
SUCH  AS  TUNTURI'S 
CRADLE  YOUR  BACK 


Track  makes  several  attrac- 
tive models,  priced  from  $299 
to  $1,399.  For  downhillers,  Sci- 
entific Sports  Systems'  Ski- 
er's Edge  ($595)  and  Tunturi's 
S530  ($699)  allow  you  to  simu- 
late the  knee-flexing  and  turn- 
ing motion  of  alpine  skiing. 
These  machines  can  help  re- 
habilitate damaged  knees. 

If  you  have  to  worry  about 
joint  stress,  treadmills  provide 


Worth  Noting 

■  BACK  TO  SCHOOL.  The  Direc- 
tory of  Executive  MBA  Pro- 
grams ($10)  gives  admission 
requirements  and  class  de- 
scriptions for  executive 
tracks  at  109  B-schools. 
Write  to  the  Executive  MB.4 
Council  at  the  University  of 
Illinois,  218  Commerce  West, 
1206  S.  Sixth  St.,  Cham- 
paign, 111.  61820. 


Ultimately,  the  home  equij 
ment  you  buy  will  depend  oil 
your  outdoor-training  prefei| 
ences,  the  depth  of  your  pock 
ets,  and  the  amount  of  roor 
you  can  spare.  Just  mak^ 
sure  to  put  the  gear  some 
where  comfortable  and  accesl 
sible.  Stashing  a  home  gym  iil 
a  chilly  basement  is  a  goocT 
way  to  ensure  that  it'll  end  un 
gathering  dust.     Jane  Todari 


■  SCAM  SCAN.  For  investors  i 
commodity  futures,  the  Na| 
tional  Futures  Assn.  pro 
vides  a  free  backgroun 
check  on  firms  and  people  ii 
the  industry  (800  676-4632). 

■  PLANET  WISE.  £'ro-Fflca//o^^.' 
by  Evelyn  Kaye  describes 
trips  offered  by  groups  thai 
help  wildlife  or  the  environ 
ment.  The  248-page  illustrai 
ed  paperback  costs  $25  fron 
Blue  Penguin  Publications 
(800  800-8147). 
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Indian  Wells,  California 


GRAND  CHA, 


HYATT  RESORT 


Private  garden  villas,  two  championship  golf  courses  and  extensive  tennis  facilities  are  all  yours  in  this  beautiful  desert  setting. 


For  reservations  or  more  information  about  Hyatt  Hotels  and  Resorts  worldwide,  call  your  travel  planner  or  1-800-233-1234. 

H\aii  Holds  and  Resoris  worldwide  encompasses  hoiels  managed  by  iwo  separate  companies  -  Hyaii  Hotels  Corp  and  Hyatt  International  Corp 
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You've  probably  seen 


recent  press  articles  on 
"repetitive  motion"  injuries 
suffered  by  computer  users. 
The  problem  is  significant. 
Workstation  design  and  worker 
rest  periods  have  already  been 
regulated  in  San  Fmncisco/ 
fedemi  guidelines  will  follow. 

Logitech  can  help. 

We  moke  computer  mice, 
and  more  of  them  than  any 
other  company. 

Mice  not  only  make 
computing  easier  and  faster 


MouseMon®- 
uniqueiy  ergonomic  uniquely  ergonomic 

right-handed  design         left-handed  design 


but,  when  correctly  shaped      motion  injuries. 


(1) 


MouseMon  Cordless  First™  Mouse  - 

Radio  Mouse  -  operotes  a  comfortable  moi 
anywhere  on  the  desktop     at  a  comfortable  p 


and  ergonomics  researchers, 


for  an  individual's  hand,  they  Working  closely  with  and  consumer  testers,  we'vi 
reduce  the  risk  of  repetitive      industrial  designers,  medical     developed  mice  that  are  mo 

1  Based  on  leseoith  by  Woild  Heolth  Org ,  US  Dept.  ol  Heolth  and  Humor  Services,  Logitech,  ond  others,  included  in  bockgroundei  referenced  obove. 


if 


■ingers  To  The  Bone? 


TrackMon  Portable  - 
the  power  and  ideal  laptop/desktop 
jrity  of  the  thumb  solution 


Kidz™  Mous.:  ^ 
makes  computing 
fun  and  easy 


Keyboard  Wrist  Pod'^'- 
over35%offat 
participating  dealers 


Tifortable  in  more  types  of  shape,  weight,  sensitivity  and 
nds  (left  and  right)  than  three-button  programmability 
y  other  brand.  And  their       nfiinimize  user  effortJ^^ 

gested  by  the  Amenton  Not.  Stondoid  foi  Human  Foctots  Engineering.  ®/TM  ■  Irodemoiks  are  the  property  of  their  respective  owners. 


Available  for  IBM®  coniipatible 
personal  computers,  Macs,® 
and  Sun™  workstations,  each 
mouse  carries  a  lifetime 
warmnty  and  software  com- 
patibility guamntee.  Try  them 
where  you  see  our  hands-on 
dealer  display.  Corpomte 
buyers  might  also  want  to 
read  our  detailed  backgrounder 
on  the  subject  -  Computing 
Efgonomics.  For  a  copy,  or  the 
location  of  your  local  dealer, 
call  800  231-771 7  ext.  480. 


LOCinCH 

Tools  That  Power  The  Desktop. 


OUR  PASSENGERS  AREN  T 
ABOUT  OUR  MONOTONOUS 


For  the  third  consecutive  year,  the 
readers  of  Conde  Nast  Traveler  magazine 
have  chosen  Alaska  Airlines  as  the  number 
one  airline  in  the  U.S. 

Apparently  the  people  who  fly  us 
and  our  competition  can  see  some  sort 
of  consistent  difference 

We'd  like  to  think  they  can  taste  the 
extra  money  we  spend  on  hearty  fresh 
meals  and  complimentary  regional  wines. 
That  the  additional  legroom  on  most  of 


our  flights  makes  them  a  bit  more  com- 
fortable. And,  that  our  passengers  sense 
Alaska's  special  commitment  to  on-time 
arrivals,  dependable  baggage  and  hassle - 
free  reservations. 

Most  of  all,  we  want  to  believe  that 
the  awards  we've  been  collecting  are  prin- 
cipally due  to  how  we  treat  our  customers. 
That  anyone  who  occupies  a  seat  on  one 
of  our  planes  receives  the  same  genuine 
hospitality,  flight  after  flight  after  flight. 


If  all  this  sounds  like  your  kind  of 
airline,  we  suggest  you  conduct  your 
own  on-board  survey  soon.  Just  call  your 
travel  agent  or  Alaska  Airlines  at  1-800- 
426-0333. 

We'll  show  you  that  a  little  monotony 
can  be  downright  memorable. 
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ndex  to  Companies 

lis  index  gives  the  starting  page  for  a  story  or  fea- 
re  with  a  significant  reference  to  a  company.  Most 
bsidiories  are  indexed  under  their  own  names. 
5mpanies  listed  only  in  tables  are  not  included. 
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  Ci  in 

27 
million 
Americans 
can't  read. 
And  guess 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. ..by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Coalition  for  Literacy 
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Oil  spills  are  e\'er\  bod\  's  enemy. 
That's  w  h\  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary  to 
inspect  its  chartered  tank  barges 
and  help  a\oid  spills. 

'Me' II  inspect 
some  2,000  vessels 
a  \ear,"  sa\s  prin- 
cipal surve\or 
Stan  Smith.  "We're 
the  onh  nation- 
Hide  marine  ser- 
vice organization 
with  that  kind  of 
expertise." 

Ottering  a  wealth  of  nnarine 

inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefulK'  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
er\:The\'  pa\  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
\\  ho  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  propertv /'casualty 
insurer  and  a  strong,  solid  com- 
pany They  Ye  why  for  over  135 
\ears,  we've  met  our  obligations 
to  our  insureds,  our  emplovees, 
our  distributors  and  shareholders. 


THERE  WHEN  IT  COUNTS. 


^(ff^Continental 

^  Insurance^ 


nvestment  Figures  of  the  Wee 


MMENTARY 

appointed  with  the  pace  of  the 
overy,  the  Federal  Reserve 
aned  up  the  monetary  lop  yet 
310.  Yields  on  three-month 
■osury  bills  tell  below  5%.  Long- 
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THE  REAL  WORTH  OF 
'VALUE  WIARKETIHG' 

Value:  A  fair  return  o-r  equivalent  in  goods,  services,  or  mon- 
ey for  something  exchanged. 

Just  about  everyone  knows  the  meaning  of  "value," 
though  you'd  never  know  it  from  the  excesses  of  the 
Eighties.  Clever  campaigns  often  allowed  marketers  to 
charge  more  for  their  products  and  reap  ever-higher  profits. 
It  worked  like  a  dream— until  suddenly,  facing  difficult  eco- 
nomic times,  consumers  woke  up. 

Now,  to  the  extent  that  they're  buying,  many  consumers 
are  choosing  the  car  that  delivers  the  most  for  the  money— 
not  necessarily  the  one  they  coveted  as  a  status  symbol  a 
few  years  ago.  They're  shifting  to  the  toothpaste  that  works 
from  the  ones  with  the  slickest  promotions.  Companies  that 
undei-stand  this  new  consumer  have  come  up  with  something 
new:  "value  marketing"  (page  132). 

A  word  of  caution  is  necessary.  In  marketing,  watch- 
words quickly  metamorphose  into  buzzwords— and  value  is 
no  exception.  We're  not  talking  about  ads  that  merely  boast 
of  a  product's  value  or  even  such  legitimate  sales  tools  as 
price  cuts  and  discounting.  Used  correctly,  value  marketing 
amounts  to  much  more  than  just  slashing  prices  or  dis- 
tributing coupons.  It  means  giving  the  customer  an  im- 
proved product,  with  added  features  and  enhanced  ser- 
vice—all at  a  better  price.  And  that  means  changing  the  role 
of  marketing  itself. 

In  value  marketing,  marketing  becomes  part  of  the  system 
for  delivering  value  to  the  consumer.  Instead  of  merely 
shaping  image,  such  a  program  might  offer  enhanced  guar- 
antees or  longer  warranties,  ads  that  educate  rather  than 
hype,  membership  clubs  that  build  loyalty,  frequent-buyer 
plans,  improved  communications  with  customers  through 
800  numbers,  or  package  design  that  makes  the  product  eas- 
ier to  use  or  more  environmentally  friendly. 

These  and  other  value-marketing  techniques  can  be  ex- 
pensive. They  can  mean  added  production  and  marketing 
costs  added  to  lower  unit  prices.  Even  so,  the  principles  in- 
volved in  value  marketing— value  for  money,  an  improved 
product,  enhanced  service,  and  added  features— are  just 
what  U.  S.  business  needs  to  enhance  its  competitiveness  in 
the  global  marketplace.  That's  why  it  will  be  all  to  the 
good  if  the  commonsensical  virtues  of  value  marketing  be- 
come part  of  the  permanent  strategy  of  U.  S.  business. 


GO  EAST,  AMERICAN 
BUSINESS— TO  ASIA 

Americans  need  to  pay  more  attention  to  booming 
East  Asia.  For  a  half-decade,  the  U.  S.  has  been 
transfixed  by  the  upheaval  in  the  Soviet  Union  and 
the  spectacle  of  communism's  worldwide  collapse.  That  vast 
event  has  overshadowed  the  emergence  of  a  new  economic 
powerhouse  on  the  Pacific's  western  rim,  from  Korea  to 


Thailand  (page  56).  Now,  we  are  confronted  by  the  need  f 
a  revolutionary  shift  in  our  priorities:  Our  preoccupatio 
with  Europe  must  give  way  to  a  new  appreciation  of  the  in 
portance  of  the  Pacific  rim. 

The  U.  S.  helped  launch  this  economic  phenomenon  b 
opening  its  own  market  to  Asian  exports  and  shoring  u 
East  Asia's  regional  stability  with  a  combination  of  America 
military  strength  and  diplomacy.  But  now,  the  U.  S.  wi 
risk  being  left  behind  economically  if  it  fails  to  keep  it 
economy  closely  linked  to  the  new  Asian  dynamo.  To  do  sc 
the  U.  S.  must  continue  to  use  its  bargaining  leverage— a 
the  prime  market  for  East  Asia's  products— to  insist  tha 
Asians  open  their  markets  to  American  goods  and  services 
And  U.  S.  business  must  match  the  strategic  vision  of  it 
Japanese  competitors  by  laying  solid  foundations  now  for  fi; 
ture  market  shares  in  this  booming  region. 

With  the  winding  down  of  the  cold  war,  industrial  proweslj 
seems  certain  to  become,  more  and  more,  the  basis  for  poB 
litical  as  well  as  economic  influence.  America's  own  eco 
nomic  strengths,  its  clout  as  a  Pacific  power,  and  its  long  tie 
with  East  Asia  seem  to  destine  this  country  to  play  a  ke] 
role  in  the  Pacific  Century.  U.  S.  business  should  seize  thi 
opportunity. 


TWO  BREAKTHROUGHS 
FOR  CIVIL  RIGHTS 

In  his  lonely  struggle  to  keep  the  Civil  Rights  Act  of  199! 
alive  in  the  face  of  seemingly  hopeless  odds,  Senatoi 
.John  C.  Danforth  (R-Mo.)  has  done  the  nation  a  service 
Ironically,  it  took  the  dual  ugliness  of  the  Clarence  Thomas 
confirmation  hearings  and  ex-Klansman  David  Duke's  victory 
in  a  Louisiana  gubernatorial  primary  to  end  the  partisar 
wrangling  over  the  measure. 

After  Duke  embarrassed  the  Administration  by  winning 
the  (;op  nomination.  President  Bush  seems  to  have  decidec 
to  wash  his  hands  of  the  politics  of  race.  The  affirmative-ac- 
tion provisions  in  the  "compromise"  bill  that  Bush  endorsed 
on  Oct.  23  differ  little  from  the  language  that  Bush  has 
been  denouncing  for  months  as  a  "quota  bill." 

The  Thomas  hearings  are  responsible  for  the  second  civ 
il  rights  breakthrough:  a  provision  in  the  act  giving  the 
victims  of  sexual  harassment  the  right  to  sue  an  employer 
for  monetary  damages.  Under  current  law,  all  workers  who 
win  a  harassment  case  can  collect  is  back  pay  and  rein- 
statement in  a  job  they  probably  wouldn't  want.  The  draft 
legislation  would  provide  for  damages  of  $.50,000  to  $300,000 
depending  on  the  size  of  the  company. 

It's  sad  that  such  a  worthy  bill,  which  enjoys  broad  bi 
partisan  support,  is  the  unintended  consequence  of  sue 
distasteful  and  divisive  events.  But  now,  it  will  be  easier  fo 
victims  of  job  discrimination  to  win  their  cases  without  im 
posing  an  undue  burden  on  employers.  And  victims  of  on- 
the-job  sexual  harassment  will  have  a  chance  at  real  justice.' 
The  Senate  also  deserves  congratulations  for  adding  a  long- 
overdue  provision:  For  the  first  time,  the  Senate  would 
extend  protections  against  discrimination  and  sexual  ha- 
rassment to  the  30,000  employees  of  Congress. 
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PRODUCTION 

Change  from  lost  week  0-4% 
Change  from  lost  year:  -0.8*^0 

1967=100  {four-week  moving  overage) 
185  


LEADING 

change  from  lost  week:  0.0% 
Change  from  last  year:  -1 .6% 


Oct.  26 
180.5 


220. 


Oct  19 
179  7 


215  . 
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1990 
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1991 


Oct 
1991 


Oct.  26 
2078 


Oct.  19 
207.8r 


Oct 
1990 


Feb 
1991 


June 
1991 


TTTTm 


Oct 
1991 


The  production  index  increased  modestly  during  the  week  ended  Oct.  26.  On  o 
seasonally  adjusted  basis,  auto  ond  truck  production  was  down  sharply  as  companies 
cut  output  in  response  to  lukewarm  sales.  Crude-oil  refining  and  lumber  output  also 
fell.  Production  of  electric  power,  steel,  coal,  paper,  and  poperboord  and  rail-freight 
traffic  increased.  Before  calculation  of  the  four-week  moving  average,  the  index  was 
unchanged  from  181  in  the  prior  week 

BW  production  inde«  copynght  1  991  by  McGraw-Hill  !nc 


The  leoding  index  was  unchanged  during  the  week  ended  Oct  26.  Bond  yields  for) 
the  week  jumped  higher  as  talk  of  tax  cuts  in  Washington  roiled  the  bond  markets! 
In  addition,  lower  stock  prices,  declining  materials  prices,  and  slower  growth  in  real 
estate  loons  offset  faster  growth  in  M2.  Data  on  business  failures  were  unavailable! 
Before  calculation  of  the  four-week  moving  overage,  the  index  fell  to  207.9,  from 
208.5  in  the  previous  week 

Leoding  mde*  copyright  I  99 1  by  Center  for  Internationol  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (ll/2)thous.  of  net  tons 

1,795 

l,778i* 

-4.2 

AUTOS  (11/2)  units 

128,178 

1 38,01 3r# 

-8  9 

TRUCKS  (11/2)  units 

89,595 

85,154ra 

0.2 

ELECTRIC  POWER  (l  1/2)  milhons  of  kilowatt-hours 

53,059 

52,504# 

4.2 

CRUDE-OIL  REFINING  (i  i/2)  thous  of  bbl./day 

12,774 

12,698# 

-1.3 

COAL  (10/26)  thous  of  net  tons 

20,361# 

19,91 1 

-5.3 

PAPERBOARD  (l  0/26)  thous.  of  tons 

798. 3# 

783.5r 

7.6 

PAPER  (10/26)  thous  of  tons 

777. 0# 

754. Or 

-0,1 

LUMBER  (10/26)  milhons  of  ft 

498.1  = 

507.6 

8.4 

RAIL  FREIGHT  (10/26)  billions  of  ton-miles 

21. 8# 

21.4 

0.9 

Sources:  American  Iron  &  Steel  Institute,  Ward  s  Automotive  Reports,  Edison  Elect 
American  Petroleum  Institute,  Energy  Dept.,  Americon  Paper  Institute,  WWPA  ,  SFPA  , 
of  American  Railroads 

ric  Institute, 
Association 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (ii/6) 

130 

131 

130 

GERMAN  MARK  (ii/6) 

1  64 

1,68 

1  49 

BRITISH  POUND  (ii/6) 

1.77 

1.74 

1.97 

FRENCH  FRANC  (ii/6) 

5.61 

5.73 

5.01 

CANADIAN  DOLLAR  (ii/6) 

1.12 

1.12 

117 

SWISS  FRANC  (11/6) 

1  45 

1.47 

1.25 

MEXICAN  PESO  (ii/6) 

3,060 

3,056 

2,924 

Sources:  Ma|or  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U.  S  dollar,  exce 

pt  for  British 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1 1/6)  S/troyoz 

354.500 

359.350 

-10.3 

STEEL  SCRAP  (11/5)=»1  heovy,  S/ton 

94  00 

97  00 

-12.1 

FOODSTUFFS  (11/4)  index,  1967=100 

205  6 

207.0 

-2,6 

COPPER  (1 1/21  c/lb. 

111.6 

!  10.6 

-8.5 

ALUMINUM  (11/2)  c/ib 

53  5 

55,1 

-33,1 

WHEAT  (ll/2)=2hord,  S/bu 

3.78 

3.77 

35.0 

COTTON  (1  1/2)  strict  low  middling  1-1/1  6  in.,  C/lb. 

57.16 

57  90 

-20.2 

Sources:  London  Wednesday  hnol  setting,  Chicogo  mar 

cet.  Commodity  Research  Bureau,  Metals 

niEnimiEiiis 


Latest 
week 

Week 
ago 

%  ChcnJt 
year  oAk 

STOCK  PRICES  (ii/i)S&P500 

392.55 

387.05 

281^ 

CORPORATE  BOND  YIELD,  Aoa  m/D 

8.58% 

8.63% 

"'! 

INDUSTRIAL  MATERIALS  PRICES  (ii/i) 

95.6 

95  9 

-'Mi. 

BUSINESS  FAILURES  {io/2S| 

NA 

409 

REAL  ESTATE  LOANS  (10/23)  billions 

$395.9 

$396.3 

MONEY  SUPPLY,  M2  (i 0/211  billions 

53,408  4 

$3,400.  Ir 

INITIAL  CLAIMS,  UNEMPLOYMENT  (io/i9) thous 

405 

452 

-lOB^ 

Sources:  Standard  &  Poor's,  Moody  s.  Journal  of  Commerce  (index:  1  980=1  00),  Dun  I 
Brodstreet  (failures  of  lorge  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  al 
justs  data  on  business  failures  and  real  estate  loans 


Latest 
month 


Month     %  Chond 
ago      year  og 


EMPLOYMENT,  CIVILIAN  (Oct )  millions  i 

17.0 

117  2 

-0 

UNEMPLOYMENT  RATE,  CIVILIAN  (Oct  i 

6.8% 

6.7% 

19 

12  LEADING  INDICATORS  COMPOSITE  (Sept  )  index 

1 

45.4 

145.5r 

1 

CONSTR.  SPENDING  (Sept )  annual  rote,  billions 

S4 

06.5 

$402. Ir 

-7. 

Sources:  BLS,  Commerce  Dept ,  Census  Bureau 

I'M'hMiJI'MIJW.IiHHH 

L 

litest 
week 

Week 
ago 

%  Chang 
year  ag 

MONEY  SUPPLY,  Ml  ( 10/21 ) 

$8 

82.6 

$873.0 

7. 

BANKS'  BUSINESS  LOANS  (10/23) 

2 

96.7 

299.5r 

-8, 

FREE  RESERVES  (lo/so) 

963 

742r 

245. 

NONFINANCIAL  COMMERCIAL  PAPER  (10/23) 

134.6 

136  4 

-13 

Sources:  Federol  Reserve  Board  (in  billions,  except  for  free  reserves,  which  ore  expressed  for 
two-week  period  in  millions) 


MONEY  MARKET  RATES 


Latest 
week 

Week 
ago 

la 

FEDERAL  FUNDS  (ii/5) 

5.06% 

5.1  1% 

7.97' 

PRIME  (11/6) 

7.50 

8.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (ii/5) 

5.06 

5.31 

7.87 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/6) 

4.98 

5.26 

7.98 

EURODOLLAR  3-MONTH  (11/2) 

5.25 

5.35 

7.93 

Week,  Kansas  City  market,  Memphis  market. 


Sources:  Federol  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  morket  value     NA^  Not  available     r  =  revised     NM  =  Not  meaningful 
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On  Wings  ofGhyry... 


saiUng  ships  the  size  of  dinosaurs 
uM  gather  in  New  York  Harbor 
. .  .and  make  vis  feel  small 
and  young  again. 


On  July  4, 1992,  the  greatest  assemblage  of  Tall  Ships  in  modem  history  will  celebrate^Columbus' 
arrival  in  the  Americas  500  years  ago.  More  vessels  from  more  countries  than  ever  before  have  already  accepted 
our  President's  invitation  to  participate  in  this  international  display  of  maritime  unity.  Operation  Sail  1992an6  a  few 
sponsors  will  put  on  a  Fourth  of  July  celebration  that  will  be  watched  by  millions  of  viewers  around  the  world. 


Photo:  B.  MendlowitZ' 


For  sponsor  information  about  Operation  Sail  1992  events,  please  call: 
OPERATION  SAIL  1992 
2  WORLD  TRADE  CENTER,  NEW  YORK,  NY,  10048, 
(212)912-1234 


\apsAi 


in 


WAS  A 
NOTEBOOK 


WAS  A 
NOTEBOOK, 


If  the  one  on  the  right 
immediately  caught  your 
eye,  we  don't  blame  you. 
After  all,  who  wouldn't 
jump  at  a  great  bargain? 

But  if  ifs  just  the  price 
that  surprises  you,  listen 


THE  NX20  FROM  DELL  20  MHz  i386SX  SYSTEM. 
SYSTEM  INCLUDES  40  MB  HARD  DRIVE, 
VGA  BLACK  AND  VWITE  DISPIAY  AND  2  MB  RAM" 


to  this:  the  NX20  from  Dell  is  the  most  notebook  you  can  get 
anywhere  for  $1,999. 

Weighing  in  at  just  6.8  pounds,  the  NX20  is  packed  with 
features  normally  found  on  more  expensive  machines.  Like  a 
3.5"  floppy  drive  and  a  big  8.5"  VGA  black  and  white  display 

WHICH  ONE 
WOULD  YOU  CHOOSE? 

On  the  road,  this  little  powerhouse  packs  all  the  punch 
that  an  i386™SX  system  running  at  20  MHz  can  deliver  And 
to  complement  that  power;  there's  2  MB  of  RAM  expandable 
to  6  MB  and  a  choice  of  40  or  60  MB  hard  drives. 

So  why  choose  between  quality  and  economy  when  you 
can  get  botfi  by  choosing  the  NX20  from  Dell?  Call  us  today 

Because  decisions  this  simple  don't  come  by  everyday 


TO  ORDER,  CALL,  PLEASE  REFERENCE  #llTia 

800-545-3721 

DELL 

HOURS:7AM.9PMCTM-F  8AM-4PMaSAT  10AM-3PMaSUN 

COMPUTER 
CORPORATION 

IN  CANADA  800-668-3021 .   IN  MEXICO  95-800-010-0664. 

ipecificalions  are  subject  1o  chonge  without  notice.  Dell  cannpt  be  responsible  for  errors  in  typography  or  photography.  "Payment  based  on  36-month,  open-end  lease': 
s  and  trade  names  are  used  to  identify  the  entities  claiming  the  marks  and  nomes'or  their  products,  Dell  Computer  Corporation  disclaims  any  proprietary  interest  in  trademarks 
mited  warranty,  please  write  to  Dell  USA  Corporation,  9505  Arboretum  Boulevard,  Austin,Texas  78759-7299,  ATTN:  Warranty,  ©1991  Dell  Computer  Corp6ration.  All  rights  reserved. 
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SOME  REACTIONS  TO 
BUSINESS  WEEK'S  HEALTH  PLAN 

I  any  of  us  in  Rochester,  N.  Y., 
[found  your'  proposal  for  health 
care  to  be  particularly  interesting  be- 
cause it  closely  resembles  our  communi- 
ty's very  successful  regional  health  care 
system  ("A  prescription  for  reform,"  So- 
cial Issues,  Oct.  7).  In  particular,  the  role 
you  describe  for  a  health  care  purchas- 
ing corporation  has  been  performed  ef- 
fectively by  Blue  Cross  &  Blue  Shield  of 
the  Rochester  area  for  years. 

For  example:  With  a  market  share  of 
about  737c,  Blue  Cross  &  Blue  Shield  is 
able  to  negotiate  favorable  rates  with 
local  providers  on  behalf  of  all  of  its 
members.  More  than  907'  of  health  in- 


surance policies  are  community  rat  j 
which  means  that  the  corner  gas  stati 
owner  pays  the  same  premium  rate 
Eastman  Kodak. 

More  than  507;  of  Rochester-area  rc 
dents  are  enrolled  in  health  maintenar 
organizations  that  employ  the  "ga 
keeper"  concept  of  managed  care.  Bl 
Cross  &  Blue  Shield  provides  case  mi 
agement  services,  directs  subscribers 
"centers  of  excellence,"  and  works  clo 
ly  with  local  providers  to  establish  quj 
ty  standards,  training  programs,  pe 
review  activities,  and  clinical  guidelir 
on  treatments. 

This  approach  has  been  effective.  I 
example,  local  health  insurance  cos 
per-employee  in  1990  averaged  $2,0 
compared  with  a  national  average 
$3,217.  Our  rate  of  uninsured  is  estim 


ANTHONY  J.  PARISI.  1943-1991 


Last  month,  the  press- 
es rolled  on  a  bonus 

issue  of  BUSINESS  WEEK 

entitled  The  Quality  Im- 
perative. Listed  on  the  ta- 
ble of  contents  as  special 
issue  editor  was  Anthony 
J.  Parisi,  since  1985  an 
assistant  managing  edi- 
tor of  the  magazine. 

It  was  Tony  Parisi's 
last  assignment:  On  Oct. 
30,  at  the  age  of  48,  he 
died  in  his  Manhattan 
home  of  metastatic  mela- 
noma, a  fast-spreading  skin  cancer. 

Quality  was  an  appropriate  subject  for 
Parisi  to  tackle:  To  his  friends  and  col- 
leagues, he  was  quality  all  the  way. 
Born  in  Jersey  City,  N.J.,  he  attended 
St.  Peter's  Prep  and  graduated  from  Ste- 
vens Institute  of  Technology  with  a 
bachelor's  degree  in  engineering.  In 
1967,  he  joined  an  editorial-training  pro- 
gram at  McGraw-Hill  Inc.,  BUSINESS 
week's  parent,  and  went  from  there  to 
the  staff  of  Product  Eyigiiieering,  then 
a  McGraw-Hill  publication. 

In  1971,  he  transferred  to  BUSINESS 
WEEK  and,  shortly  after  the  first  Arab 
oil  embargo,  became  the  magazine's 
first  energy  editor.  In  that  post,  he 


wrote  many  dist 
guished  stories  and  w 
the  1977  University 
Missouri  Business  Jo 
nalism  Award  for  a  (to\ 
story  on  energy  conS' 
vation — an  issue 
which  he  remained  voi 
almost  to  the  last. 

In  the  same  ye 
Parisi  moved  to  The  M 
York  Times  as  ener 
correspondent  and  thi 
years  later  to  London 
bureau  chief  for  Pet 
leum  Intelligence  Weekly.  He  return 
to  BUSINESS  WEEK  as  a  senior  editor 
1983  and  was  promoted  to  assists 
managing  editor  in  1985. 

In  recent  years,  he  guided  our  covi 
age  of  information  processing,  scier 
and  technology,  and  industries,  amo 
other  things,  and  presided  over  t 
mammoth  special  issues  on  innovatic 
as  well  as  helping  to  conceive  and  pi 
this  year's  quality  package.  Week 
week  out,  he  was  a  vigorous  editor  a 
sought-after  adviser  on  all  manner 
editorial  challenges,  often  far  beyond 
assigned  territory,  and  he  met  them 
with  skill,  dignity — and  a  smile.  He  h 
left  too  soon. 
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Ours  is  an  age  of  vanishing  loyalties.  Partnerships  bloom  and  partnerships  perish.  Yet  the  client  rela- 
tionships of  one  insurance  company  span  decades.  Every  year-in  businesses  large,  medium  and 
small -it  retains  nearly  90%  of  the  property /casualty  clients  it  served  the  year  before.  □  Why  this 
insurance  company,  not  another?  Because  for  more  than  180  years,  this  insurance  company 
has  been  recognized  as  a  pillar  of  financial  strength  and  stability  in  an  otherwise  uncertain 
world.  □  ITT  Hartford.  When  you  need  us  most,  we're  at  our  best.  ITT  HARTFORD 


tV]99l    ITT  H.irltord  Insurance  Group,  Hartford,  CT  06115 


SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It  could  earn/  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


©  Siemens  Cofporalion  1991 


1991.  This  is  now 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  60  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '91.  Box  8003T.  Trenton,  New  Jersey  08650. 


Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
Lighting  Systems        Medical  Systems       Power  Generation       Telecommunications  Transportation 


NEWAUD1 100 


MOIORING  PRESS 
DOING  AM 


In  a  surprise  turnaround,  three  of  Germany's  top  automotive  joumais 
rated  the  all  new  Audi  ICQ  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BHD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  lOOS  is  priced  at  $29,900: 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty**  with  no  charge 
for  scheduled  maintenance.  _Kari  Treutler,  Munich 

*  Price  based  an  MSRP  vrith  manual  trans. ,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer for  details. 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


ed  to  be  about  8.5'/J,  well  below 
tional  average.  We  also  outperform  til 
nation  in  hospital  admissions,  hospit 
days,  and  average  lengths  of  stay. 

Raymond  A.  Savaj 
Senior  Vice-Preside 
Blue  Cross  &  Blue  Shield  Ass 
Rochester,  N. 

You  assert  that  "no  one  is  arguir 
that  technological  innovation  shou 
slow  down."  Unfortunately,  that's  n 
the  case.  Slowing  down  innovation  is  e 
actly  what  some  voices  in  the  heal 
care  debate  are  urging. 

But  this  focus  on  innovation  is  m 
placed,  for  the  real  technology  issue  i 
lates  to  its  utilization.  The  purcha 
price  of  all  device  technologies  you  c; 
think  of  together  add  up  to  about  57' 
U.  S.  health  care  costs,  while  utilizatic 
of  these  technologies  constitutes  an 
where  from  107  to  407  of  the  increa; 
in  health  care  expenditures. 

How  we  define  the  problem  of  risir 
health  care  costs  may  well  determii 
how  we  fix  it.  Those  who  blame  tl 
fruits  of  innovation — that  is,  health  ca: 
technology — for  the  sins  of  utilizatio 
will  never  fix  the  incentives  in  our  sy 
tern  that  lead  to  overuse  and  wast 
They  will  only  stop  the  medical  innov 
tions  that  offer  patients  longer,  mo 
productive,  and  higher  quality  lives. 

Alan  H.  Magazine,  Preside: 
Health  Industry  Manufacturers  Ass 
Washingtc 

The  article  offers  a  solution  to  tl 
health  care  crisis  without  getting 
the  root  of  the  problem.  Two-thirds 
medical  expenditures  are  now  controlh 
by  government,  yet  government  intr 
sion  was  largely  ignored  as  a  cause 
this  mess.  The  solution  is  simple  but  r 
quires  major  surgery:  eliminate  gover 
ment  intervention,  let  the  consume 
make  the  decisions,  and  give  the  fr( 
market  a  chance  to  work  its  magic. 

Kevin  Duf 
Houstc 

Your  outline  for  a  future  medic 
care  system  for  the  U.  S.  is  we 
thought-out  and  comprehensive. 

As  you  pointed  out,  waste  in  the  fie 
of  medicine  is  rampant,  with  estimate 
of  307  more  diagnostic  tests  and  proc 
dures  than  we  really  need.  Many  ( 
these  resources  are  spent  in  the  fin 
months  of  life  and  in  sustaining  prem 
ture  infants.  In  many  cases,  procedun 
are  performed  out  of  fear  and  ignorant 
on  the  part  of  the  doctor — fear  of  poss 
ble  lawsuit  and  peer  pressure  and  ign 
ranee  of  benefit  vs.  cost. 

In  the  -medical  marketplace  today,  p 
tients  and  their  families  expect  mor 
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We  look  for 
things  you  might 

otherwise  miss 

Uncover  hidden  value  with  IBJ 


Historically  qualified  in  business 
development 

IBJ's  experience  as  a  long-term 
lender  charged  with  stimulating  busi- 
ness and  industrial  development  has 
broadened  our  perspective  and  taught 
us  the  value  of  fast,  flexible  and  in- 
formed action. 

IBJ  pioneered  Japan's  project 
financing  in  the  1950s.  In  the  1960s, 
IBJ  led  the  restructuring  of  industries 
as  Japan's  "neutral  think  tank"  in 
deals  such  as  mergers  that  formed  a 
newly  invigorated  Nissan,  and  the 
creation  of  Nippon  Steel  Corporation 
(the  world's  largest  steelmaker). 

Japan's  most  respected  bank 

IBJ  is  in  close  touch  with  an  exten- 
sive client  list  covering  over  90%  of 
Japan's  top  200  companies.  The  bank's 
strong  relationships  in  all  sectors  of 
Japanese  industry  reflect  its  neutral 
and  unbiased  position  with  respect  to 
Japan's  corporate  alignments. 

IBJ  was  rated  highest  in  overall 
banking  service  in  a  Nihon  Keizai 
Newspaper  poll  of  1,825  publicly 
traded  Japanese  firms,  and  has  been 
ranked  number  one  every  year  since 
the  poll's  inception.  The  Wall  Street 
Journal  named  IBJ  one  of  the  12  top 
banks  to  lead  the  financial  world 
through  the  year  2000. 

And  in  market  capitalization, 
perhaps  the  most  demanding  poll  of 
all,  IBJ  stood  at  US$60,893  million 
on  March  31,  1991,  placing  it  first 
among  world  banking  institutions. 


Business  support  is  at  the  core  of  the  Industrial  Bank 
of  Japan's  global  corporate  banking.  IBJ  takes  the  time 
to  get  a  deeper  understanding  of  each  market  and 
creates  original,  individualized  products  through  long 
and  close  relationships  with  clients — strategic  assistance 
to  build  a  firmer  foundation  for  new  or  existing 
ventures,  or  get  an  important  head  start  in  growth. 

IBJ's  world-class  research  and  analysis  stems  from 
the  enormous  wealth  of  information  available  to  IBJ 
on  request  through  its  close  relationships  with  Japanese 
corporations,  from  active  participation  on  many 
governmental  committees,  and  from  IBJ's 
well-established  global  network. 


The  worldwide  corporate 
connection 

Combining  product  and  relation- 
ship banking  on  a  global  scale,  IBJ 
serves  the  international  corporate  com- 
munity with  a  full  spectrum  of  cor- 
porate banking  services  based  on  a 
strong  sense  of  commitment  to  all  its 
customers. 

With  14  branches,  18  representa- 
tive offices,  and  16  major  subsidiaries 
overseas — locations  across  Europe,  the 
Americas,  Asia  and  Oceania — IBJ  is 
applying  its  full  power  and  resources 
as  one  of  the  ten  largest  banks  in  the 
world  ($320  billion  in  assets),  provid- 
ing customers  with  information  and 
fresh  ideas. 

With  corporate  activities  becoming 
increasingly  borderless,  IBJ  has  offered 
a  variety  of  seminars  to  representatives 
of  governments,  financial  institutions 
and  corporations  from  around  the 
world,  in  its  Industrial  Finance  Semi- 
nar (IFS)  program. 

What's  best  for  all  concerned? 

IBJ's  assistance  with  effective, 
well-planned  corporate  development 
is  based  on  a  simple  principle:  seeking 
the  best  for  all  concerned. 

IBJ  keeps  customers'  long-term 
interests  always  at  heart.  If  a  deal  is 
priced  too  high,  involves  too  great  a 
debt  load,  or  presents  too  much  risk 
in  a  cyclical  industry,  our  analysts  will 
help  them  weigh  the  alternatives. 


Securities-related  services 

IBJ  Group  is  active  in  securities 
trading  and  investment  management 
through  subsidiaries  worldwide. 

IBJ  Trust  Company,  a  New  York- 
based  subsidiary,  was  the  first  Japanese 
subsidiary  to  act  as  placement  agent 
for  a  deposit  note  facility. 

IBJ  International,  Ltd.,  IBJ's 
London-based  subsidiary,  is  a  leading 
dealer  in  the  Eurobond  market  and  is 
the  number-one  lead  manager  of  yen- 
denominated  Eurobonds  among  Japa- 
nese overseas  banking  subsidiaries;  the 
first  such  subsidiary  chosen  to  lead- 
manage  yen-denominated  Eurobond 
issues  for  the  World  Bank  and  Asia 
Development  Bank. 

Other  IBJ  subsidiaries  are  active 
throughout  Europe's  financial  centers, 
as  well  as  major  Asia-Pacific  markets. 
IBJ  Group  underwrote  174  of  the  526 
bond  issues  which  Japanese  corpora- 
tions raised  overseas  in  1990. 

A  transnational  financial 
institution 

IBJ  is  helping  corporations  arrive 
at  appropriate  strategies  for  their  spe- 
cific objectives  throughout  the  world: 
everything  from  innovative  financing 
to  investment  management,  mergers 
and  acquisitions,  project  financing 
and  leasing.  IBJ  can  reveal  greater 
opportunity  and  choice  in  all  your 
business  activities. 


INDUSTRIAL  BANK  OF  JAPAN 

Head  Office:  3-3,  Marunouchi  1-chome,  Chiyoda-ku,  Tokyo   Phone  81 -(3)32141111  Telex  J22325 
Overseas  Network:  New  York/Los  Angeles/Chicago/Atlanta/San  Francisco/Houston/Washington/Toronto/Vancouver/Mexico/ 
Panama/Rio  de  Janeiro/Sao  Paulo/Grand  Cayman/Nassau/London/Pans/Madnd/Milan/Ronne/Frankfuil/Dusseldorf/Berlin/Luxembourg/Zurich/Vienna/ 
Bahrain/Singapore/Hong  Kong/Jakarta/Kuala  Lumpur/Bangkok/Shanghai/Bei|irig/Guangzhou/Dalian/Seoul/Sydney/Melbourne/Perth 


Uinited  OlieR 


Information. 


Tlie  NEXIS'  electronic  intormation  service  can  give  you  a  clearer  perspective 
on  today's  business  environment,  with  current  facts,  historical  information, 
even  expert  analyses  and  viewpoints,  right  at  your  own  PC.  And  for  the  next 
90  days,  it's  available  at  a  significant  discount.  So  call  for  the  NEX IS" service 
today.  Because  not  only  is  the  information  unlimited,  so  is  your  potential. 


NEXISw 


Vm  \  Mead  Data  Central,  Ini.  All  ris^hts  rt-strecd  NEXIS  and  LliXIS 
arc  registered  trademarks  for  information  prodiitts  and  services  of  Mead  Data  Central,  Ine 


WEEKNIGHTS  ON  YOUR 
PUBLIC  TELEVISION  STATION 

The  Nightly  Business  [?eport  is  produced  by  WPBT2/Miami  in  association  with  r?euters. 

Nationally  underwritten  by  Digital  Equipment  Corporation,  A.G.Edwards,  inc. 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide. 


•  It 


and  their  requests  are  infinite.  Few  it 
centives  currently  exist  for  the  physicia 
to  decline  or  moderate  their  demands:  T 
the  contrary,  they  earn  more  for  doin 
more  in  the  current  system. 

What  is  missing  is  the  ability  to  fori 
a  consensus  about  what  tests  and  proc( 
dures  will  be  allowed:  Government  mai 
dates  may  be  part  of  the  solution,  hi 
.  precious  little  thought  has  been  given  t 
inventing  ways  for  physicians  to  kee 
their  patients  well. 

Graham  Bell,  M.  I 
Oakland,  Call: 

THE  GED  DIPIOMA:  A  SUBSTITUTE, 
MAYBE,  BUT  NOT  SECOND-RATE 


0  one  has  ever  claimed  that  th 

1  General  Educational  Developmer 
diploma  (not  the  General  Education  D( 
gree,  as  cited  in  your  story)  was 
"cheap  substitute"  for  a  regular  hig 
school  education  ("Failing  grades  fc 
high  school  equivalency  tests,"  Econon 
ic  Trends,  Oct.  7).  However,  for  almos 
50  years,  the  GED  Tests  have  promote 
adult  learning  and  created  educations 
and  career  opportunities  for  millions  c 
Americans.  As  a  consequence  of  prepai 
ing  for  the  tests,  many  adults  improv 
their  reading,  math,  writing,  and  highe: 
level  thinking  skills  considerably.  Ou 
studies  show  that  passing  the  test  is 
good  indicator  to  employers  that  GE: 
graduates  possess  valuable  workplac 
skills  and  a  level  of  initiative  importar 
to  success  in  the  job  market — a  fact  t 
which  many  of  your  readers  will  attes' 

The  best  advice  for  any  student  is  t 
finish  school.  But  50  million  America 
adults  do  not  have  a  high  school  dipk 
ma,  and  for  them  the  GED  can  improv 
opportunities. 

Jean  Lowe,  Direct 
General  Educational  Developme: 
Testing  Servic 
American  Council  on  Educatio 
Washingto 

SUPPORTING  THE  BELLS 
BUT  NOT  BEHOLDEN  TO  THEM 


mi 
cflvei 
papn 
toucli 
cok 
Aiidi 
fee  a 


Your  coverage  of  the  regional  Be 
lobbying  effort  implies  that  any  oi 
ganization  supporting  relief  (from  coui 
restrictions  on  the  Bells)  is  automatical! 
beholden  to  the  Bell  companies  ("Everj 
one  has  taken  lumps  in  this  lobbyin 
war,"  Government,  Oct.  21). 

You  neglected  to  mention  the  indeper 
dent  growth  of  a  coalition  of  smalPan 
medium-size  manufacturers  who,  lik 
myself,  find  that  the  restriction  stunt 
the  growth  of  entrepreneurial  companie 
at  a  time  when  venture  capital  and  othe 
sources  of  critical  funding  have  all  bn 
dried  up.  This  coalition — with  140  compJ 


wecaj 
coveti 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business 
Tool  Sliouldn't  Keep  You  Hanging  Around 


Lf  you  make  a  living  on  the  road, 
hen  you  know  keeping  in  touch 
)ften  means  hanging  around  waiting 
or  a  phone.  Now  there's  a  new  way 
o  break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

Americas 
Most  Complete 
Paging  Service. 

MobileComm  gives  you  more 
ioverage  than  any  other  nationwide 
)aging  service.  So  you  can  stay  in 
ouch  in  more  places  with  clients, 
colleagues,  family  and  friends. 
ind  it's  easy  with  our  simple  toll- 
ree  access. 


Customized 
Regional  Coverage. 

Only  need  a  region?  No  problem, 
re  can  customize  that,  too.  Which 
leans  you  won't  be  paying  for 
overage  you  don't  need.  Plus  we 
ffer  local  paging. 


Nationwide 
Text  Messaging. 

MobUeComm  Nationwide 
Messaging  gives  you  the  freedom 
to  go  coast  to  coast  and  still  receive 
text  messages.  So  you  get  late- 
brealdng  messages  without  ever 
going  near  a  phone.  We  also  have 
digital  paging  and  advanced  voice 
mail.  Plus  you  can  count  on  our 
20  years  of  paging  experience. 
And  we  feature  the  newest  in 
Motorola  pagers. 

So  don't  hang  around  waiting 
for  a  phone.  Get  MobileComm 
Nationwide  Messaging.  Call  now 
for  more  information  about  our 
money-saving  offer. 


1-800-685-5555 


@  MobileComm 


A  BELLSOUTH  Company 


Everything  you  expect  from  a  leader 


"TEN  YEARS  AGO,  OUR  LOVE  BECAME  LEGAL. 
THIS  ANNIVERSARY  I'M  BREAKING  ALL  THE  RULES." 


FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


T^liy  Choose  FideUt) 
For  Stodt  Market 
Investing? 

'  We  manage  over  $45 
billion  in  equity  assets. 

'  Our  anal\'$t$  and  port- 
folio managers  contact 
ov'er  6,000  companies 
annually. 

•  Over  40  years  of  stock 
market  experience. 


H.  10.  5  and  1  \ear  periods  ended'-) 
/  '  


Magellan:  #\  Performer  for  15  \tars'^ 

Magellan  searches  for  long-term  growth  in  the 
stock  of  am  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  .\nd  it's  an  approach  that  has  helped  make 
Fidelit}  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
9/30/91.  Share  price  and  return  will  varv.  Start  u  ith 
S2.500;  $500  for  IR\  or  Keogh. 

•According  tu  Lipper  .\naK  tical  Services.  .Magellan  ranked  #1  out  of 
362.  #,3  oui  of  -j5,^.  #50  out  of  9"9.  and  #20S  out  of  r<)6  funds  for  the 
.^0 A)!,  respectiveh  iponfolio  manager  changed  6  1  0(J( 


1-800-544-8888   24  hours 


Fidelity  Magellan  Fund,  for  more  complete  mtormation  including  management  fees  and 
the  fund's  3%  sales  charge  and  expenses,  please  call  or  write  for  a  free  prospectus  Read  it  carefully 
before  vou  invest  or  send  m(jre\  Fidelitv  Distributors  Corporation,  P.O  Bo\  (16O6O3.  Dallas,  TX 
"5266-0603. 
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Fidonty 


Investments 

CODE,  BVV'MAG/111891 


nies  in  4U  states  employing  some  31, OC 
workers — all  believe  that  removal  of  th 
restriction  will  stimulate  the  growth  c 
U.  S.  companies  and  increase  jobs  fc 
American  workers. 

We  also  share  one  other  thing — n 
one  has  taken  a  dime  from  any  of  th 
Bell  companies  in  exchange  for  thei 
support,  and  there  is  no  quid  pro  qu 
(spoken  or  otherwise)  for  those  who  b( 
long  to  this  independent  coalition. 

George  Sollma 
President  &  CE< 
Centigram  Communications  Cor{ 
San  Jose,  Cali: 

THE  BLADE'.  THERE  WERE  NO 
THREATS  OF  BAD  PRESS 


urpn! 
Foa'l, 


Your  story  included  the  false  assei 
tion  that  as  an  opponent  of  unleash 
ing  the  Baby  Bells,  I  threatened  Ohi 
Representative  Michael  Oxley  (R-Ohic 
with  unfavorable  coverage  in  The  (Tok 
do)  Blade  in  an  effort  to  influence  hi 
position  on  telecommunications  issues 

Neither  I  nor  any  company  with  whic 
I  am  affiliated  does  business  that  waj 
As  I  told  your  reporter  before  you  put 
lished  your  story,  my  August  meetinjn 
with  Representative  Oxley  in  his  Lim; 
(Ohio)  office  was  a  friendly  conversatiof' 
that  dealt  v>ith  substantive  issues.  J 
threats,  veiled  or  otherwise,  were  mad 
by  anyone. 

Allan  Block.  Presidenlujie 
Blade  Cablevisioi 
Blade  Communications  Inc 
Toledi 

SPEND  THE  PEACE  DIVIDEND 
WISELY— ON  DEFENSE 


N.,ti. 


What  does  your  editorial  write 
think  brought  the  Soviet  Union 
its  knees'?  Our  disarmament"?  ("Now,  le 
the  arms  cuts  really  begin,"  Editorials  jt, 
Oct.  14).  How  ridiculous  to  state  w( 
should  now  stop  developing  a  means  t( 
defend  ourselves.  The  advanced  Stealtl  tii 
bomber  and  Strategic  Defense  Initiativ( 
programs  initiated  by  President  Reagai 
were  the  key  factors  in  bringing  the  So'"' 
viet  Union  to  the  arms  limitation  negod 
ations  and  are  absolutely  necessary  Xi 
protect  this  country.  It's  all  well  am 
good  to  say  we  should  stop  spending  foi « 
arms  and  use  the  funds  to  improve  ouijj. 
lives,  but  first  we  should  make  sure  w(f 
will  have  a  country  to  improve. 

C.  \V.  Johnsjii 
San  .Jose.  Calif 


Letters  to  the  Editor  should  be  sent  to  Reader: 
Report,  Business  Week,  1221  Avenue  of  the  Ameri 
COS,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  In 
elude  an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letter: 
for  clority  and  space. 
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You  INVESTED  MILLIONS 
in  your  COMPUTERS. 
This  FREE  BOOK  will  help 
you  SAVE  //. 


P""n9  Mode 


I.S.  planning?  We  wouldn't  be 
rprised  if  this  is  one  book  you 
)n't  be  able  to  put  down. 
Because  it  not  only  shows  you 
w  to  protect  your  past  invest- 
;nts  in  Bull,  IBM?  DEC*  and 
ler  vendor  systems. 
It  gives  you  a  comprehensive 
iide  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

The  Distributed  Computing 
odel  is  our  blueprint  for  systems 
:egration. 

Using  this  architecture,  we  can 
nnect  your  different  networks. 
And  get  applications  based  on 
e  standard  to  run  with  applica- 
ns  based  on  another. 
So  instead  of  being  hamstrung 
one  technology,  you  can  take 
vantage  of  many. 
Buying  and  using  the  best  solu- 
m  no  matter  who  it  comes  from. 
What  you  buy  and  plan  for  will 
)rk  both  today  and  tomorrow. 


— 

J^yyu,^^  


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start.'^  What  products 
do  I  use.''  How  fast  should  I  go.''" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


r 


f 

current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-2  3  3 -BULL. 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 

 1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 


Company 


City 


Worldwide 

Information 

Systems 


Bull  tt 


State 


Z,p 


IBM  IS  a  registered  trodemarfc  ot  ihe  Inlernoliona'  Business  Machines  Corpotalion  DEC  is  a  regislered  Irodemork  ol  the  Digital  Equipmenl  CorpOfOtic 


1991  BULL  HN  iniormotion  Syslems  Inc 
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IN  SEARCH  OF  EXCESS:  THE  OVERCOMPENSATION  OF  AMERICAN  EXECUTIVES 

By  Graef  S.  Crystal 
Norton  •  272pp  •  $19.95 

HOW  CEO  PAYCHECKS 
GOT  SO  UHREAL 


c 


It  was  one  of  those  pivotal  moments 
in  U.  S.  business  history  that  go  un- 
noticed at  the  time:  Some  40  years 
'dgo,  a  young  McKinsey  &  Co.  consultant 
named  Arch  Patton  completed  the  first 
study  of  executive  pay  for  the  American 
Management  Assn.  Little  did  he  know 
that  his  survey  and  subsequent  varia- 
tions would  be  used  to  help  justify  de- 
cades of  huge  pay  raises  for  CEOs. 

As  one  executive  discovered  another 
who  made  more  money,  pay  went  up  and 
up,  thanks  to  Patton's  surveys.  Today, 
by  author  Graef  S.  Crystal's  reckoning, 
CEOs  at  the  largest  Amer- 
ican companies  are  paid 
150  times  more  than  the 
average  U.  S.  worker.  In 
Japan,  by  contrast,  the 
boss  gets  only  17  times 
the  pay  of  an  ordinary 
worker.  For  American 
CEOs,  the  average  pay- 
check is  $2.8  million;  for 
Japanese  CEOs,  $300,000. 

Crystal,  who  viewed 
Patton  as  a  role  model, 
was  for  18  years  a  com- 
pensation expert  with  con- 
sultant Towers  Perrin.  He 
rose  to  the  top  of  the 
field,  striding  into  board- 
rooms armed  with  the 
facts  and  figures  to  justi- 
fy big  runups  in  pay  for 
chief  executives.  But  in  recent  years,  in- 
creasingly disturbed  by  the  system  he 
served,  he  "walked  across  the  street"  to 
become  the  leading  critic  of  excessive 
pay.  He  retired  in  1987  to  write  and  con- 
sult with  shareholder-rights  groups. 

In  a  new  book,  In  Search  of  Excess, 
Crystal  fesses  up  to  how  the  game  he 
once  played  works.  If  a  company  wanted 
to  pay  its  executives  above  the  going 
rate,  he  says,  he  generally  went  along — 
after  all,  it  was  usually  the  CEO  who 
hired  him.  Concedes  Crystal:  "I  helped 
create  the  phenomenon  we  see  today: 
huge  and  surging  pay  for  good  perfor- 
mance, and  huge  and  surging  pay  for 
bad  performance,  too  ...  I  acted  in  full 
realizatioii  that  if  I  didn't  please  a  client, 
I  wouldn't  have  that  client  for  long." 

But  hi  Search  of  Excess  goes  beyond 
confession.  It's  a  hard-hitting  analysis  of 
what's  wrong  with  executive  pay  in 
America.  Crystal  takes  on  all  the  big 


corporate  moneymakers,  from  Coca-Cola 
Co.'s  Roberto  C.  Goizueta  to  Paramount 
Communications  Inc.'s  Martin  S.  Davis. 
He  reveals  the  tricks  used  to  obscure 
how  much  CEOs  stand  to  make — deci- 
phered by  reading  hundreds  of  proxy 
statements  detailing  public  companies' 
pay  practices.  He  raps  the  knuckles  of 
directors  who  load  the  kitty  with  re- 
stricted stock  that  pays  off  regardless  of 
performance,  and  he  decries  the  repric- 
ing of  stock  options  when  poor  results 
send  a  company's  shares  into  a  tailspin. 
Executive  compensation  hardly  seems 


rystal  estimates 
that  Time  Warner's 
Steve  Ross  pulled  down 
$275  million  from 
1973  through  1989 


to  lend  itself  to  book-length  treatment. 
But  Crystal  draws  readers  through  the 
exotica  of  a  proxy  like  an  ebullient  tour 
guide  on  safari.  He  brings  a  passion  and 
understanding  to  his  subject  that  make 
even  the  minutiae  fascinating. 

This  is  particularly  true  of  Time 
Warner  Inc.'s  Steve  Ross,  whom  he 
terms  probably  "the  highest-paid  CEO  of 
a  publicly  owned  company  who  ever 
lived."  Crystal  devotes  33  pages  to 
Ross's  income,  estimating  that  from 
1973  through  1989,  Ross  made  about 
$275  million.  He  guides  readers  through 
a  dazzling  array  of  pay  schemes:  an  in- 
vestment partnership,  restricted  stock, 
deferred  compensation,  "A"  and  "B"  bo- 
nus plans,  equity  plans,  consulting  fees, 
and  what  Crystal  believes  is  history's 
largest  stock  option — 1.8  million  shares. 

In  fairness.  Crystal  acknowledges  that 
during  that  period,  Ross  engineered  a 
24%  compounded  annual  total  return  for 


shareholders.  Only  17'/<  of  407  companiJ 
in  Crystal's  sample  did  better.  But  evi 
if  the  company  had  performed  modestli 
Crystal  complains,  Ross  would  ha| 
made  a  pile. 

In  fact.  Crystal  isn't  against  big  pa 
altogether:  His  gripe  is  big  pay  for  po(j 
or  average  performance.  He  labels  Wa 
Disney's  Michael  D.  Eisner,  Reebok  l\ 
ternational's  Paul  Fireman,  and  H.I 
Heinz's  Anthony  J.  O'Reilly  "goc 
guys,"  even  though  in  recent  years,  ead 
has  ranked  among  the  highest-pai 
CEOs.  Crystal  argues  that  each  made  h| 
money  honestly — by  tying  his  pay 
performance  and  delivering  results.  Bi| 
there  should  be  a  limit  to  what  eve 
successful  managers  earn,  and  the^ 
guys  have  topped  it.  Eisner,  for  exar 
pie,  made  $59.5  million  over  the  la^ 
three  years.  (Crystal  doesn't  mentio 
that  Disney  and  Heinz  used  to  emploj 
him  as  a  consultant.) 
As  a  critic.  Crystal  can  be  prone 
hyperbole.  Consider  h| 
assertion  that  America] 
CEOs  earn  150  times  mon 
than  ordinary  workers 
BUSINESS  week's  analysj 
shows  the  disparity  to 
closer  to  85  times.  Wh| 
such  a  difference?  Cryst 
places  a  value  on  CEl 
stock  options  that  haven] 
yet  paid  out.  For  Ros 
alone,  that  sum  came 
$35.8  million  last  yeai| 
even  though  his  optior 
are  "under  water" — thi 
price  at  which  he  coul| 
exercise  them  is  highe 
than  their  current  markel 
price.  I 
Whether  the  right  nunj 
ber  is  85  or  150,  though, 
almost  academic.  The  point  is  that  to| 
many  chief  executives  exclude  ther 
selves  when  they  talk  about  the  need  t| 
control  costs  and  compete  globallj 
While  they  lay  off  workers  and  cut  paj 
and  benefits,  their  own  pay  goes  uf 
And  while  many  CEOs  speak  enviously  oj 
cheaper  labor  costs  abroad,  few  woulj 
settle  for  pay  like  that  of  their  counterT 
parts  in  other  leading  industrial  nation^ 
Meanwhile,   the   credibility   gap  be 
tween  the  leadership  of  American  corpo  Si 
rations  and  its  managers  and  rank-and  St 
file  keeps  widening.  What  to  do?  Crysta  ^ 
says  that  board  pay  committees  shouk  |il 
have  their  own  consultants  with  no  tie;  ^ 
to  management.  He  also  believes  ac  -f 
counting  standards  should  be  altered  t( 
require  the  cost  of  stock  options  to  b( 
charged  to  a  company's  earnings.  Am  U 
he  urges  the  Securities  &  Exchang* 
Commission  .to  demand  better  disclosure  if 
These  prescriptions  may  not  make  fa^  10 
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Room  for  the  future.  IntiK 


Sure,  the  Intel486™  SX  dehvers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Thanks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor, 
due  in  1992,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll  doul  So 
CPU  performance.  The  net  effect:  an  overall  jsten 
system  performance  boost  of  up  to  70  percent- [r  id 


Iniel486.  the  SX  logo  and  the  Iniel  Inside  logo  are  trademarks  of  the  Intel  Corporation.  ©1991  Intel  Corporaiion, 


icing  built-in  upgradability 

•OSS  all  applications.  Plus,  you'll  get  on-chip 
ith  capabilities. 

So  consult  your  dealer  to  see  which  486SX 
items  are  upgradable.  Or  call  1-800-722-7772 
■  a  free,  informative  brochure. 


And  check  mto  the  computer  with  room  for  the 
future  today. 


in1el» 

The  Computer  Inside.^ 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  1 1 797-2087. 

OLYMPUS 

Pearlcorder 


MICROCA556TT6  'RECORDERS 


•  No  state  or  local  income  taxes 
•  Free  checkwriting 
•  $2,500  minimum  investment 

Dreyfus  100%  US.  Treasury 
Short  Term  Fund  invests  in  U.S. 
Treasury  securities  maturing,  on 
average,  between  two  and  three  years- 
offering  you  greater  price  stabiUty  than  a 
higher  yielding  Government  intermediate  or 
long-term  bond  fund. 

In  addition,  this  Fund  is  free  of  state  and  local  income 
taxes  in  49  states.  Call  for  today's  high  current  yield  and  for  a 
Prospectus  which  contains  more  complete  information  including 
management  fee,  charges  and  expenses.  Please  read  the  Prospectus 

carefully  before  investing. 


Dreyfus  Special  Offer! 

For  a  period  of  time,  the  usual  management  fee  is  being  waived 
to  give  you  even  higher  Government  Fund  returns.  Call  for  details! 


P.O.  Box  3498,  Camden,  N]  08101 


1-800-782-6620 

Ask  for  Extension  4351 

100%  US.  Treasury 

Short  Term  Fund,  L.R 


Net  asset  value  and  yield  fluctuate.  Income  is  subject  to  Federal  tax.  Capital  gains,  if  any,  are  subject  to 
Federal,  stale  and  local  tax.  Dreyfus  Service  Corporation,  Distributor.  148  001 


paychecks  leaner.  But  they  would  cc[ 
tainly  slow  the  obscene  spiral  set  in  ml 
tion  by  Patton,  Crystal,  and  the  legio| 
of  consultants  who  followed. 

BY  JOHN  A,  BYRft , 
Senior  Writer  Bijrne  has  written  on  e.rec'f 
tire  pay  for  eight  i/ears. 


BOOK  BRIEFS  I 


THE  WINNER'S  CURSE:  PARADOXES  AND 
ANOMALIES  OF  ECONOMIC  LIFE 

By  Richard  H.  Thaler 

Free  Press  •  200  pp  •  $22.95 

BIGCER  PICTURE 


0  economists  live  in  this  worl( 
Typically,  economic  models 
sume  that  people  are  both  rati 
nal  and  selfish.  Yet  look  at  yoitr  dai 
paper.  Think  about  the  Middle  East  ai 
Yugoslavia — rational?  Or  firefighte 
who  risk  their  lives  rescuing  childn 
from  a  burning  building — selfish?  Pe 
pie  often  are  cooperative,  altruistic,  irr 
tionally  hostile,  or  trendy — vv'hich  maki 
it  hard  to  predict  what  they  will  do 

Some  economists  would  say  their  pr 
fession's  narrow  view  of  human  natu 
is  its  chief  failing.  In  The  Winner 
Curse,  Richard  H.  Thaler,  a  Cornell  Ui 
versify  economist,  has  documented 
host  of  facts  or  observations  that  contr 
diet  standard  economic  theory. 

By  unraveling  a  series  of  real-wor 
puzzles  with  philosophical  and  practic 
implications,  Thaler  illuminates  son 
fairly  abstruse  ideas  in  an  entertainir 
way.  I  enjoyed  the  examples  haying 
do  with  the  securities  markets  and  fc 
eign-exchange  trading.  For  instance,  tl 
tendency  of  small-company  stocks  to  n 
ly  at  yearend  and  into  the  New  Year- 
the  "January  effect" — is  one  such  anoi 
aly.  In  an  efficient  market,  such  a  we 
known  profit  opportunity  should  ha' 
disappeared  years  ago.  Similarly,  Thai 
explores  why  closed  mutual  funds  usu; 
ly  sell  at  a  discount  to  their  net  ass 
value.  If  you  love  games,  you'll  have  ft 
with  his  chapters  on  cooperation  ai 
bargaining.  Also  intriguing  are  insigh 
into  why  the  winner  at  an  auction  oft( 
pays  too  much,  or  why  a  janitor  at 
shoe  manufacturer  earns  less  than  a  ja 
itor  at  a  computer  company. 

The  economic  view  of  behavior  is  sii 
plistic.  Still,  we  turn  to  economists  wh< 
we  need  help  divining  the  impact  of  ta 
cut  proposals  or  regulatory  rules  b 
cause  they  have  useful  insights  in 
markets  and  prices.  The  best  minds 
economics  today,  as  Thaler's  provocati^ 
book  suggests,  are  trying  to  suppleme 
those  insights  with  a  broader  undf 
standing  of  what  makes  people  tick 

BY  CHRISTOPHER  FARRI 
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Risk  control  for  businesses  that  bruise  easily* 

When  you  ship  $1.2  billion  worth  of  bananas 
worldwide,  a  small  flip  in  currency  exchange  rates 

could  make  a  big  difference  in  profits.  -  i- 

Chiquita,  like  many  smart  international  com- 
panies, gets  a  good  grip  on  those  risks  with  curency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
national Monetary  Market,  they've  found  it  easy  to 
slip  in  and  out  of  currency  options  quickly. 

The  Chicago  Mercantile  Exchange  is  where  all 
information  that  impacts  foreign  exchange  prices 
comes  together.  So  it's  where  risk  managers  can  find 
efficient  pricing. 

Now,  it  will  become  even  more  efficient  with 
the  launch  of  GLOBEX  -  the  computer 
network  that  expands  futures  and  options 
trading  around  the  world,  around  the 
clock.  mmmki' 


If  you're  like  the 
top  bananas  at  Chiquita 
and  don't  want  your  international  earnings  frittered 
away,  the  CME's  currency  futures  and  options  should 
hold  great  appeal  for  you. 

CHICAGO 
KSKS  MERCANTILE 
-^^f/'  EXCHANGE 

The  Exchange  of  Ideas 

1-800-331-3332  (U.S.  toll  free)  1-312-Q30-8213  (Chicago)  071-920-0722  (London)  03-3595-2251  (Tokyo) 
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conomic  Viewpoint 


BUSH  CAN  NO  lONGER  SHY  AWAY 
FROM  PUBLIC  INVESTMENT 


BY  ROBERT  KUHNER 


Spending  on  public 
works  feeds  private 
payrolls.  It  could  also 
give  a  boost  to 
technology  in  the 
form  of  high-speed 
railroads  and 
optical-fiber 
networks,  among 
other  things 


ROBERT  KUHNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


The  President's  men  are  beginning  to 
worry  that  there  may  be  no  easy  path 
out  of  this  recession.  Last  month  in  this 
space,  I  explained  why  an  investment-led  re- 
covery is  the  best  way  to  jump-start  the  econ- 
omy. Let  me  now  describe  why  it  is  prol)al)ly 
the  only  way.  Consider  the  alternatives: 

Monetary  easing.  With  fiscal  stimulus  ruled 
out  l)y  huge  deficits,  the  Federal  Reserve  is 
trying  to  revive  the  economy  with  cheap 
money.  But  here,  the  problem  is  anxious  banks 
and  a  shortage  of  creditwoi'thy  borrowers. 
The  culprit  is  the  fallout  from  the  financial 
excesses  of  the  1980s,  compounded  by  the  Ad- 
ministration's own  behavioi'.  The  Federal  De- 
posit Insurance  Corp.  and  Resolution  Tiaist 
Corp.  are  now  the  nation's  biggest  holders  of 
commercial  real  estate.  The  Bush  Administra- 
tion detests  the  idea  of  the  government  own- 
ing commercial  property  and,  along  with  the 
rest  of  America,  is  focused  on  short-term  bal- 
ance sheets.  Thus,  in  a  soft  real  estate  market, 
the  government  keeps  dumping  properties  to 
raise  cash.  This  depresses  the  rents  that  can 
be  charged  by  viable,  privately  owned  prop- 
erties and  pulls  them  into  default,  too— fur- 
ther increasing  bank  losses.  Hence,  the 
l)ank/real  estate  collapse  keeps  feeding  on  it- 
self, with  an  assist  from  the  Administration's 
fire  sale. 

In  this  climate,  cheaper  money  does  only  so 
much.  Very  low  interest  rates  stimulate  con- 
sumer spending,  but  the  erosion  of  asset  val- 
ues and  purchasing  power  may  have  reached  a 
point  where  cheap  money  by  itself  is  power- 
less to  ignite  a  general  recovery.  The  stimu- 
lative effect  of  low  interest  rates  is  also  offset 
by  the  fact  that  America's  "creditors"  include 
tens  of  millions  of  retired  people  whose  sav- 
ings are  in  bank  CDs,  money-market  funds, 
and  Ti'easury  securities.  Every  cut  in  interest 
rates  I'educes  their  purchasing  power. 

Capital-gains  relief.  In  the  late  1970s,  those 
arguing  for  capital-gains  tax  cuts  made  three 
claims.  First,  higher  aftertax  returns  on  capi- 
tal would  induce  more  savings  and  invest- 
ment. Second,  capital-gains  breaks  would  stim- 
ulate more  sales  of  appreciated  stock  and 
hence  would  boost  tax  revenues.  And  third,  by 
lowering  capital  costs,  capital-gains  breaks 
would  make  U.  S.  industry  more  competitive. 

The  effect  of  the  tax  cuts  of  1978  and  1981 
disproves  each  claim.  Capital  income  got  tax 
favoritism,  but  savings  rates  fell.  Investment 
rates  were  maintained  (barely)  by  foreign  bor- 
rowing. Despite  the  supposed  "unlocking"  ef- 
fect, there  was  a  onetime  sell-off  of  appreciat- 
ed stock,  but  higher  revenues  only  partly 
offset  lower  rates.  If  anything,  the  real  econ- 
omy today  suffers  from  too  much  financial 


trading,  not  too  little.  And  the  market  is  don 
inated  by  pension  funds  and  life-insurancjls, 
companies  whose  capital  gains  are  not  ta: 
able  at  all.  As  for  competitiveness,  lower  ca] 
ital  costs  are  indeed  desirable  over  the  Ion 
term.  However,  industry  mainly  invests  whe 
it  smells  customers,  who  ai'e  not  in  evidenc 
today.  Low  interest  rates  also  reduce  capit; 
costs;  but  in  this  recession,  lower  intere; . 
rates  have  had  little  impact  on  investmen 
President  Bush  was  right  when  he  called  th 
idea  voodoo  economics  the  first  time  around 

Middle-class  tax  relief.  Although  more  a 
tractive  politically,  the  Democratic  prograi 
of  tax  cuts  for  the  middle  class  is  also  uncoi 
vincing  as  a  recovery  strategy.  Why?  Becau 
the  proposed  cuts  are  deficit-neutral.  Senate 
Lloyd  Bentsen's  (D-Tex.)  proposal  to  shift  sorr 
defense  spending  to  tax  relief  might  contrac 
the  domestic  economy,  because  consumer 
have  a  higher  appetite  for  imports  than  th 
Pentagon  does.  The  Gore-Downey  alternative 
taxing  the  rich  to  relieve  the  middle  class- 
better,  since  the  middle  class  spends  more  < 
its  income  than  the  rich.  Still,  a  deficit-neutr; 
tax  cut  is  mildly  stimulative  at  best  unless 
involves  massive  public  outlays. 

That  leaves  public  investment.  The  virtue  ( 
puljlic  investment  is  that  lOOC  on  the  dollar  ai 
tually  get  invested,  unlike  a  tax  break.  A 
though  nominally  public,  most  such  inves 
ment  quickly  winds  up  back  in  the  privat 
sector,  for  the  contractors  are  invariably  pr 
vate  businesses.  Public  investment  connote 
old-fashioned  public  works.  But  it  can  als 
mean  technology-stimulating  pr'ojects  such  s 
high-speed  rail  and  optical-filter  networ'ks. 

Public  investment  feeds  private  payr-oll 
Some  public  investment  may  be  wasteful— bi 
not  half  as  wasteful  as  the  hundr-eds  of  billior 
of  dollars  in  useless  office  buildings  br'ought  t 
you  by  the  genius  of  the  private  mar-ket.  . 
program  of  public  investment  could  even  ju: 
tify  increased  borrowing  via  a  capital  budge 
since  the  borrowing  would  be  dedicated  to  ii 
vestment  r-ather  than  to  consumption. 

Can  a  public-investment  cur-e  do  the  jo 
(juickly  enough?  In  1941,  when  the  nation  m( 
bilized  for  war',  unemployment  melted  fror 
11.8%  to  2%  in  just  six  months.  What  pn 
vents  the  Administration  from  embr-acing  th 
cui-e?  The  same  thing  that  feeds  the  self-d( 
feating  fire  sale  of  commercial  real  estate— id' 
ology.  Yet  when  it  proved  politically  expedien 
President  Bush  swallowed  his  principles  o 
both  the  civil  rights  bill  and  on  the  extensio 
of  unemployment  compensation.  It  remains  t 
be  seen  whether  Bush  will  be  sufficiently  de; 
perate  or  sufficiently  oppor'tunistic  to  embrac 
that  old  Keynesian  devil,  public  works. 
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MAXIMA. 
BEST  IMPORT  SEDAN 
UNDER  $25,000. 


In  Car  aikl  Dnur's  liicml 
lIiisIi  ot  the  import  s|inrts  sedans, 
^l^^.ln  NU\itna  SI;  routinely  stomped 
Its  tuiighesi  eh.dleiigers,  some  costing 
thousands  of  dollars  more. 

'Iliis  IS  a  wildly  competitive  and 
pi  ipuiar  mehe,  populated  b\'  a  collec- 
tion of  hij;  shooters  boasting  all  ilie 
latest  technological  hits  their  manu- 
f  iclui  ers  hive  to  offer. 

The  field  included  the  .-V': 
\'igurL5.  the  .A.udi  811. 


Galani  \  R4,  the  Nissan  Maxima  SE, 
the  .Subaru  L  egacv  Sport  Sedan. 

Aid  the  winner  was:  The 
Maxima,  Hands  dovvn.  With  strong 
power  delivery,  great  steering,  and 
room  Ibr  five  aduLs.  the  SE  displayed 
a  degree  of  sophistication  and  refine- 
ment far  beyond  its  price. 

Of  the  cars  tested,  the  Maxima 
w;ls  the  only  one  possessing  aV-6, 
vvhich  is  evident  i  ' 


Maxima  among 
tops  in  resale. 


Value 


1989  Mercedes-Beiu  190D 

$31,230 

$21,700 

69.48?-. 

1989  BMW  525i  4D 

$37,325 

$25,900 

69.39«-i! 

1989  Toyota  Cressida 

$21,753 

$14,450 

66,43% 

1989  Ford  Taurus  V6L 

$13,683 

$  8.900 

65.02% 

1989  Saab  900S 

$21,129 

$13,250 

62,71% 

Sixjitc  Mvlmetm  K«Uey  Buc  to*  i:v;j  c^rGm* 

According  to  the  Kelley  Blue  Book.  Western  Edition,  Nissan 
.Mixjma  SE  retains  more  of  its  value  than  other  similar  cars. 

As  the  chart  above  attests,  a  1989  Maxima  retains  70.98%  of 
its  value.  Which  is  more  than  BMW  52Si.  Mercedes  Ben^  190D,  H< «  d 
Taurus  Vt>  L,  Saab  900S  ;tnd  Tovota  Cressida. 

The  Kelley  Blue  Book  Official  Used  Car  Guirfgis  widel\ 
recognized  as  the  most  reliable  source  of  used  car  values.  The  h' 
has  been  published  tor6.S  years. The  May- June,  1991  cdiiiiKi  vhi  ■ 
the  ciHTent  value. 

Itesale  IS  an  increasinH  - 
the  puny-    ^1  1  n,» 


BUY  LOW.       SELL  HIGH 


If  its  smart  to  invest  in  a  sports  sedan,  buy- 
ing or  leasing  a  Nissan'  Maxima'  can  be  a  stroke  of 
genius.  The  September  issue  of  Car  and  Driver 
says  the'91  Maxima  SE  is  the  best  import  sports 
sedan  under  $25,000  money  can  buy  Better  than 
Acuta,  Better  than  Audi.  Better  than  Legacy,  In 
fact  at  $20,815  it  may  be  the  best  buy  at  any  price* 

The  May  Tune  edition  of  the  Kelley  Blue 
Book  says  the  '89  Maxima  SE  is  one  of  the  best 
sports  sedans  money  can  rebuy.  Beating  peren- 
nial stalwarts  like  Mercedes  and  BMW 

So  if  you're  contemplating  a  sports  sedan, 
consider  test-driving  a  Maxima.  It  outdistances 
every  opponent  in  what  may  be  this  year's  most 
hotly  contested  automotive  category 

And  it  performs  just  as  well  down  the  road 
as  it  does  on  it. 


NISSAN 


BUILT  FOR  THE 
HUMAN  race: 

*M  S  R  P  c-xiluding  [axes  ade.  license,  destination  chaiges  and  options 
Call  I-800-NISSAN-6  for  more  information  Smart  people  always  read  the  fine  print  And  they  always  wear  their  seat  belts 


Checks,  blueprints,  claims,  signed  authorizations,  and  corre- 
spondence—images vital  to  business  and  government. 

And  up  until  now,  it's  paper  that's  choking  the  informa- 
tion process.  All  because,  unlike  numbers  and  letters, 
images  couldn't  be  manipulated  electronically. 

Quick  access  to  documents,  sharing  them,  moving 
them  around  and  doing  it  cost  effectively  is  what  the  Unisys 
Infolmage  suite  of  imaging  solutions  is  about.  They're  prac- 
tical, modular  solutions  that  fit  easily  into  your  existing  infor- 
mation system,  no  matter  whose  name  is  on  it. 

Practical  —  because  Unisys  recognizes  that  not  all  docu- 
ments are  the  same; 

Customer  Files.  Documents  with  signatures  or  hand- 
written annotations  that  couldn't  be  stored  or  sent  electron- 
ically are  now  efficiently  handled  with  Infolmage  solutions. 
With  online  access,  you  can  respond  faster  to  customers, 
process  applications  more  quickly,  handle  claims  more 
efficiently. 

Checks.  Unisys  Infolmage  MPS  dramatically  changes 
the  way  financial  institutions  handle  paper  and  process 
checks.  It  reduces  the  heavy  backroom  staff  burden  and 
increases  payment  processing  speed. 

Large  Documents.  Infolmage  solutions  even  capture 
oversized  drawings  and  allow  any  organization  quick  access 
to  a  complete  and  accurate  set.  From  engineering  to  pur- 
chasing to  the  shop  floor. 

Infolmage  solutions  from  Unisys,  They  take  the  paper 
out  of  paperwork.  For  more  information  and  a  demonstra- 
tion diskette,  call  1-800-448-1424,  ext.  39. 

*1991  Unisys  Corporation 

Infolmage  is  a  trademarl<  of  Unisys  Corporation 

UNiSYS 


We  make  it  happen 
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conomic  Trends 


BY  GENE  KORETZ 


FORECAST  FOR  THE 
WIHTER:  A  BLIZZARD 
OF  PINK  SLIPS 


Disconcerting  as  the  October  em- 
ployment report  was,  further  bad 
news  on  the  job  front  probably  lies 
ahead.  That's  the  conclusion  of  Dan 
Lacey,  editor  of  Workplace  Trends 
newsletter,  which  has  been  keeping 
track  of  pei-manent  staff  cuts  announced 
l)y  major  U.  S.  corporations  since  1988. 

"Although  the  r-ecession  supposedly 
ended  last  spring,"  he  says,  "the  numl)er 
of  announcements  of  staff  reductions  has 
skyrocketed  in  recent  months." 

Lacey's  tabulations  indicate  that  Cor- 
porate America  in  the  third  quarter  un- 
veiled plans  to  do  away  with  a  record 
147,507  positions.  That's  93%  more  than 
in  the  second  cpiarter  and  more  than 


A  RISING  DRUMROLL 
OF  CORPORATE  LAYOFFS 


A  THOUSANDS 


DATA:  wommimos 


three  times  the  number  of  cuts  an- 
nounced in  the  third  cjuarter  of  last  year. 
What's  more,  the  pace  accelerated  in 
October  to  more  than  2,700  per  busi- 
ness day,  compared  with  2,200  in  the 
third  quarter.  Through  Nov.  1  of  this 
year,  with  two  months  to  go  before 
yearend,  Lacey  reports  that  some  300 
companies  announced  a  total  399,034 
staff  cuts,  vs.  316,047  cuts  announced 
by  224  corporations  in  all  of  1990. 

The  financial-services  industry  led  the 
staff-reduction  parade  in  the  third  quar- 
ter, registering  47,431  positions  to  be 
eliminated.  (That  doesn't  include  cuts 
generated  by  the  continuing  savings- 
and-loan  deljacle,  which  aren't  usually 
picked  up  by  Lacey's  tabulation.)  The 
computer  industry  came  in  second  with 
20,.565  staff  cuts,  followed  by  such  in- 
dustries as  chemicals,  transportation, 
aerospace,  mass  media,  and  retailing. 


Although  staff  reductions  have  been 
concentrated  in  such  East  Coast  states 
as  Connecticut,  Massachusetts,  New  Jer- 
sey, and  New  York,  Lacey  says  that  the 
geogi-aphic  epicenter  of  the  staff-cutting 
trend  is  shifting  westward  as  more  in- 
dustries and  areas  join  in.  A  relative 
newcomer  to  the  list,  for  example,  is 
the  petroleum  industry,  which  announced 
that  it  was  eliminating  10,368  positions 
in  the  third  quarter.  And  California  com- 
panies generated  about  16%  of  the  staff 
cuts  announced  through  September,  com- 
pared with  12%  in  1990. 

Lacey  notes  that  the  downsizing  trend 
is  more  than  a  cyclical  phenomenon.  "It's 
part  of  a  permanent  effort  to  lower 
labor  costs,"  he  says,  "including  such 
strategies  as  contracting  out  more  and 
more  work  and  cutting  back  such  bene- 
fits as  pensions  and  health  coverage." 

What's  more,  he  points  out  that  com- 
panies are  legally  required  to  announce 
mass  layoffs  in  advance,  and  he  tabu- 
lates such  personnel  cuts  when  they're 
announced  rather  than  when  they  take 
effect.  "Many  of  the  people  affected  by 
this  year's  cuts."  he  warns,  "won't  show 
up  in  labor  market  statistics  until  1992." 


IF  FOREIGNERS  ARE 
LENDING,  CAN  U.S. 
BANKS  BE  FAR  BEHIND? 


banking  sector  may  well  be  accomfi 
nied  by  a  cutback  in  its  appetite  for  fe|' 
eral  debt— just  at  a  time  when  the  Trc 
sury's  cash  needs  will  be  rising  sharp 


AS  THE  U.S.  ECONOMY 
DROOPS,  IT  COULD  DRA 
CANADA  DOWN  WITH  IT 


There  is  now  "at  least  some  hope  that 
the  worst  of  the  bank  credit  crunch 
may  be  over,"  says  William  V.  Sullivan 
•Jr.  of  Dean  Witter  Reynolds  Inc.  The 
money-market  economist  notes  that 
while  total  commercial  bank  credit  ex- 
panded at  a  modest  3.2%  annual  rate  in 
September,  commercial  and  indu.strial 
loans  rose  for  the  first  time  in  six 
months,  hitting  a  6.7%  annual  clip.  In- 
deed, the  $3.4  billion  gain  in  the  C&l 
category  was  the  largest  in  23  months. 

Thus  far,  however,  the  pickup  in  busi- 
ness lending  has  occurred  exclusively 
on  the  balance  sheets  of  foreign-related 
banks,  which  added  $4  billion  in  C&I 
loans  in  September.  With  regulatory  re- 
straints apparently  inhibiting  luisiness 
lending  by  big  U.  S. -chartered  commer- 
cial banks,  foreign-chartered  institutions 
are  continuing  to  gain  market  share— ac- 
counting for  23.1%  of  all  c&i  loans  ex- 
tended in  September,  compared  with 
19.2%  a  year  earlier. 

Still,  Sullivan  thinks  there's  a  fair 
chance  that  U.  S.  banks  will  soon  follow 
the  lead  of  their  foreign  competitors  by 
accelerating  business  lending.  And  if 
they  do,  he  adds,  there's  also  a  risk  that 
intermediate  and  long-term  interest 
rates  could  be  pushed  higher.  That's  be- 
cause any  surge  in  C&l  loans  by  the 


When  Canadian  authorities  a 
nounced  that  their  nation's  eco 
omy  had  exj^anded  at  a  4.9%  annual  ra 
in  the  second  quarter  after  languishii 
in  recession  for  a  full  year,  many  o 
servers  felt  the  U.  S.  economy  wou 
not  be  far  behind.  Relatively  stroi 
growth  in  Canada,  one  of  Americ 
major  export  markets,  so  the  theoi 
went,  would  help  sustain  the  incipie 
U.  S.  recovery. 

Now,  however,  speculation  is  focu 
ing  on  the  reverse  scenario— that  tl 
sagging  U.  S.  economy  could  drag  Can 
da  back  into  recessionary  territory.  A 
ready,  evidence  of  a  shai'p  slowdown 
growing.  Retail  sales  and  home  sales 
Canada  are  losing  steam,  and  empio 
ment  growth  stalled  in  the  third  quarte 
With  manufacturing  activity  falling  ar 
monetary  growth  weak,  the  governme: 
estimates  that  gross  domestic  produ 
actually  fell  0.3%  in  August. 

Economist  Robert  E.  Mellman  of  Mo 
gan  Guaranty  Ti"ust  Co.,  who  had  e 
pected  third-quarter  Canadian  GDP 
rise  at  a  2.5%  annual  rate,  now  thinl 
the  pace  could  be  below  1%.  "About  tl 
only  area  of  significant  strength  h; 
been  exports,"  he  says,  "and  signs  th 
growth  in  the  U.  S.,  Canada's  key  e 
port  market,  is  stalling  do  not  bode  wt 
for  the  Canadian  economy." 


THE  FED  MAY  BE 
TIGHTENING  BY 
JUST  STANDING  STILL 


With  the  federal  funds  rate  rel 
tively  stable  since  May,  mar 
economists  chastise  the  Federal  Reser\ 
for  failing  to  ease  in  the  face  of  a  fa 
tering  economy.  And  those  who  think 
is  real  interest  rates  rather  than  nom 
nal  rates  that  count  claim  that  the  Fe 
has,  in  effect,  been  tightening  by  stan 
ing  still.  Because  inflation  has  slowe 
since  May,  argues  Robert  Brusca 
Nikko  Securities  Co.  International,  tY 
real  federal  funds  rate  has  actually  rise 
from  0.75%  to  2.1%.  Just  how  tigl 
is  that  from  a  historical  perspectiv< 
Brusca  notes  that  the  real  federal  func 
rate  averaged  a  negative  -2.0%  at  th 
end  of  four  of  the  past  five  recessions 
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A  subtle  reminder  that 
you  need  an  Allstate  agent  forlife. 


Let  the  saiiie  Allstate  agent  who  insures  worn  car  and  home  help  \^ou  /i  ii  rifrifQ^ 
work  out  just  the  right  plan  to  insure  your  lite.  Allstate  Lite,  tin:incial  #1 1 1 SlOiO 
stabilit)^  you  Ccin  count  on.  A  member  of  the  Sears  Financial  Network.  ^^^^ 


©  Allstate  Ufe  Insurance  Company,  Northbrook,  IL  AILstate  Life  Insirance  Oimpany  of  New  York,  Huntington  Station,  NY  Not  available  in  Massachusetts. 


Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field,  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chfc 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr.  PA  19010  (215)  526-2500 

For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 
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HE  PALL  OYER  THE  RECOVERY? 
LAME  IT  OH  PIHK  SLIPS 


rhe  case  of  the  missing  recovery  grows  murkier. 
The  latest  data  offer  few  clues  that  point  to  a 
growing  economy.  Factory  orders  are  falling,  the 
struction  industry  is  on  shaky  ground,  and  companies 
tinue  to  lay  off  more  workers  than  they  hire. 
]ven  the  government's  own  reading  of  the  economy 
't  provide  much  of  an  alibi  for  the  recovery's  where- 
luts:  The  index  of  coincident  indicators — which  casts 
it  on  current  conditions — was  flat  in  September,  while 
leading  indicators  index  hasn't  risen  since  July. 

The  recent  batch  of  bad  news 
heightens  the  mystery  of  the  re- 
covery's lack  of  vitality  (page 
36).  But  policymakers  in  Wash- 
ington are  on  the  case.  The  Fed- 
eral Reserve  moved  aggressive- 
ly on  Nov.  6  by  cutting  the 
discount  rate — its  charge  for 
bank  borrowings — by  a  half- 
percentage  point,  to  4.5%.  The 
central  bank  also  lowered  the 
federal  funds  rate  to  4.757< ,  just 


lOMPANIES  STILL 
AREN'T  HIRING 
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ew  days  after  the  rate  had  been  cut  by  a  quarter- 
it,  to  5%.  That's  its  lowest  level  in  18  years, 
'he  Fed  cited  the  "sluggish  expansion  of  the  mone- 
ys and  credit  aggregates"  as  a  reason  for  its  move, 
ich  had  been  expected.  But  the  timing  was  a  bit 
prising  because  the  action  came  in  the  middle  of  the 
asury's  quarterly  refunding,  which  was  getting  a 
i  reception  by  investors,  and  it  immediately  followed 
te  and  local  elections  across  the  country. 
)anks  responded  to  the  move  by  cutting  their  own 
ne  lending  rates  from  8%  to  7.5%.  Lower  borrowing 
ts  will  help  the  economy  in  1992,  but  right  now  the 
concern  for  most  consumers  is  a  steady  paycheck. 

)BLESS  Job  growth  is  almost  nonexistent.  Non- 
INESARE  farm  payrolls  dropped  by  1,000  jobs  last 
ETTING  month.  Less  than  half  of  the  industries 
)NGER  surveyed  hired  workers  in  October,  and 
t  50.8%  increased  jobs  in  September, 
iince  employment  hit  bottom  in  April,  only  282,000 
V  jobs  have  been  created — far  below  the  average  of 
,000  added  in  the  first  six  months  of  past  postwar 
overies.  And  almost  all  of  today's  workers  have  been 
3d  in  the  health  care  field.  Excluding  those  workers, 
5  have  edged  up  by  just  67,000  since  April  (chart), 
leanwhile,  the  ranks  of  the  unemployed  continue  to 
land.  The  jobless  rate  rose  to  6.8%  in  October,  from 
in  September.  Changes  in  the  unemployment  rate 


tend  to  lag  behind  swings  in  the  business  cycle,  but  at 
this  point  in  past  recoveries,  the  unemployment  rate  was 
already  in  a  steady  downward  trend. 

Job  prospects  are  not  good  for  those  pounding  the 
pavement.  The  Conference  Board  reports  that  its  index 
of  help-wanted  advertising  was  flat  in  September,  from 
its  low  level  in  August.  Despite  the  recovery's  start  in 
spring,  companies  are  very  reticent  about  adding  jobs. 

GOODS  Hiring  is  especially  slack  in  the  goods- 
PRODUCERS  producing  side  of  the  economy.  That's  a 
ARE  IN  dangerous  development  because  the  re- 

TROUBLE  bounds  in  factory  activity  and  in  home- 
building  have  accounted  for  much  of  the  boost  in  overall 
economic  growth  since  spring.  If  these  supports  topple, 
the  fourth  quarter  will  be  especially  dreary. 

Manufacturing  jobs  dropped  by  32,000  in  October,  on 
top  of  a  31,000  loss  in  September.  Pink  slips  were  ram- 
pant in  factories  producing  industrial  machinery,  elec- 
tronics, and  transportation  equipment.  And  the  factory 
workweek  fell  by  six  minutes,  to  40.9  hours.  The  shorter 
week  and  job  losses  last  month  suggest  that  industrial 
output  may  have  fallen  in  October. 

The  news  from  the  National 
Association  of  Purchasing  Man- 
agement was  also  downbeat. 
The  purchasing  managers'  in- 
dex fell  to  53.5%  in  October, 
from  55%  (chart).  The  index  re- 
mains above  50%- — a  sign  that 
the  factory  sector  is  expanding. 
But  the  momentum  is  slipping. 

That's  because  demand  re- 
mains weak.  New  orders  for 
factory  goods  dropped  by  1.7/ 


THE  FACTORY 
REBOUND  FALTERS 

55,  ^ 


on  90  on  91 

▲  PERCENT  REPORTING  IMPROVEMENT 
DATA  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


in  September,  after  falling  2%  in  August.  Unfilled  orders 
declined  by  0.6%  in  September.  And  although  factory 
inventories  increased  a  small  0.4%  in  September,  compa- 
nies seem  in  no  hurry  to  rebuild  stock  levels.  This  means 
that  assembly  lines  won't  be  any  busier  this  quarter,  and 
factory  jobs  will  remain  hard  to  find. 

There  may  be  fewer  construction  jobs,  as  well,  this 
quarter.  Construction  payrolls  have  fallen  in  8  of  the 
past  10  months,  including  a  loss  of  29,000  in  October. 
The  rebound  in  housing  just  hasn't  been  strong  enough 
to  offset  the  sharp  slump  in  nonresidential  construction. 

In  September,  the  1.1%  advance  in  total  construction 
spending  was  led  by  a  2.9%  gain  in  homebuilding.  Spend- 
ing on  nonresidential  projects,  however,  dropped  2%-  in 
September,  its  fifth  consecutive  decline.  In  addition,  the 
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LEADING  INDICATORS 
SLIP  INTO  NEUTRAL 
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F.  W.  Dodge  Div.  of  McGraw-Hill  Inc.  says  that  con- 
tracts for  new  construction  dropped  by  5%  in  September. 
Nonresidential  building  contracts  fell  to  their  lowest  lev- 
el in  eight  years.  With  fewer  projects  on  drawing  boards, 
more  pink  slips  are  certain  in  the  construction  industry. 

Hiring  by  service  companies 
has  taken  up  some  of  the  slack 
created  by  the  struggling  goods 
side  of  the  employment  picture. 
Jobs  in  private  service  indus- 
tries rose  by  58,000  in  October, 
but  again,  most  new  jobs  were 
in  health  care.  Retail  trade  cut 
47,000  workers  last  month.  Re- 
tailers don't  seem  to  be  hiring 
many  workers  for  the  holiday 
This  suggests  stores 
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aren't  anticipating  a  big  rush  of  shoppers  at  yearend. 

Such  caution  seems  a  good  bet.  Without  a  steady 
increase  in  new  jobs  and  incomes,  consumers — whose 
purchases  support  two-thirds  of  this  economy — will  be 
unwilling  to  boost  their  spending  by  much. 

Already,  consumer  buying  for  this  quarter  is  looking 
suspect.  New,  U.  S.-made  cars  sold  at  a  measly  6  million 
annual  rate  in  October,  down  from  6.1  million  in  Septem- 
ber. If  consumer  spending  doesn't  pick  up  soon,  domestic 
demand  this  quarter  could  decline.  And  the  index  of 
leading  indicators  is  raising  questions  about  the  outlook 
for  early  1992. 


CASTING 
A  SHADOW 
ON  NEXT 
YEAR 


The  leading  indicators — designed  to  fore- 
shadow the  economy's  future — fell  by 
O.lfc  in  September  after  no  change  in  Au- 
gust (chart).  A  shrinking  money  supply, 
declining  orders  for  capital  goods,  and  a  shorter  factory 
workweek  led  the  negative  signals. 

In  addition,  the  index  of  coincident  indicators  was  flat 
in  September  after  falling  0.2%  in  August.  And  the  Octo- 


ber index  should  also  be  down.  That's  because  the  e 
ployment  report  indicates  that  three  of  the  four  coincif 
dent  indicators  were  weak  last  month.  ^ 
The  slack  labor  markets  are  keeping  downward  presj 
sure  on  wage  growth.  The  average  hourly  wage  droppe( 
by  0.1%,  to  $10.41,  in  October.  And  because  of  a  1: ' 
minute  cut  in  the  workweek,  weekly  pay  fell  a  shar 
0.7%.  That  suggests  personal  income  may  have  falle 
last  month. 

Hourly  wages  have  increased  by  only  3.1%'  in  the  pasj 
12  months.  That's  the  slowest  wage  gain  in  3V2  year; 
and  far  below  the  growth  of  nearly  4%  posted  in  thi 
summer  of  1990,  when  the  recession  started  (chart). 
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The  slowdown  in  hiring  and 
work  time  has  caused  little  drag 
on  production  levels.  The  result 
is  that  productivity  improved  in 
the  third  quarter.  Output  per 
work  hour  in  the  business  sec- 
tor rose  at  an  annual  rate  of 
2.3%'  last  period,  the  first  gain 
in  a  year.  Output  grew  by  2.9%, 
while  total  hours  worked  were 
up  by  0.6%,  at  an  annual  rate. 

The  increase  in  productivity 
kept  the  lid  on  unit  labor  costs.  They  rose  at  a  \.V/ 
annual  rate — the  smallest  rise  since  1988.  Factory  uni 
labor  costs  fell  by  0.7%.  That's  a  good  sign  for  inflatio 

Slower  growth  in  unit  labor  costs  also  should  hel 
corporate  profits,  which  were  still  sagging  in  the  thin 
quarter  even  as  the  economy  as  a  whole  expanded  (pagi 
39).  Figuring  out  how  to  keep  the  recovery  on  trac 
however,  is  a  puzzle  policymakers  have  yet  to  solve. 

Clearly,  any  answer  will  have  to  include  faster  jo 
growth.  That  would  boost  personal  income  and  give  a  lif] 
to  consumer  spending.  Until  the  labor  markets  sho 
clearer  signs  of  strength,  though,  the  recovery  is  like! 
to  remain  invisible  to  most  consumers. 


PRODUCER  PRICE  INDEX 


Wednesday,  Nov.  13,  8:30  a.m. 
Producer  prices  likely  rose  by  just  0.2% 
in  October,  say  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw-Hill 
Inc.  Excluding  food  and  energy,  prices 
are  expected  to  have  advanced  by  0.1%' 
last  month.  Inflation  in  producer  prices 
has  been  extremely  subdued.  In  Septem- 
ber, total  producer  prices  increased  a 
mere  0.1%  and  were  unchanged  when 
food  and  fuel  costs  were  excluded. 


RETAIL  SALES 


Thursday,  Nov.  U,  8:30  a.m. 
Retail  sales  were  unchanged  in  October, 
according  to  the  MMS  economists.  That's 
suggested  by  the  weakness  in  car  sales 


and  the  rise  in  consumer  pessimism.  A 
stronger  pace  of  car  buying  had  fueled  a 
0.7%  gain  in  retail  sales  in  September. 

CONSUMER  PRICE  INDEX  

Thursday,  Nov.  U,  8:30  a.m. 
Consumer  prices  probably  increased  by 
0.2%  in  October,  though  the  pace  with- 
out food  and  energy  costs  is  likely  to  be 
a  faster  0.3%«.  In  September,  the  CPI 
jumped  by  O.A%  for  all  items  and  after 
excluding  food  and  energy. 

INDUSTRIAL  PRODUCTION  

Friday,  Nov.  15,  9:15  a.m. 
Output  at  the  nation's  factories,  utilities, 
and  mines  was  little  changed  in  October. 
That's  indicated  by  the  declines  in  fac- 
tory jobs  and  the  workweek.  In  Septem- 


ber, industrial  production  edged  up  b; 
just  0.1%.  In  the  same  news  release,  th 
Federal  Reserve  is  expected  to  repor 
that  the  capacity  utilization  rate  for  al 
industry  fell  slightly  last  month,  fc 
79.6%  from  79.7%  in  September. 

BUSINESS  INVENTORIES 
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Friday,  Nov.  15,  10  a.m. 
The  MMS  economists  expect  that  inven 
tories  held  by  manufacturers,  whoiesal 
ers,  and  retailers  increased  by  0.2%o  ii 
September,  after  falling  0.1%'  in  August 
Factories  already  have  reported  a  0.4? 
rise  in  stock  levels.  Business  sales  prob 
ably  rose  a  modest  0.4%  in  September 
after  no  change  in  August.  That's  sag 
gested  by  increases  in  factory  shipment! 
and  retail  sales. 
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When  it  comes  to  managing  personal 
inances,  new  Microsoft  Money  can  keep 
vutuaily  anyone  out  of  the  doghouse. 


For  most  people, 
managing  personal  fi- 
nances usually  falls  in 
the  category  of  dog  aw- 
ful. Which  is  precisely 
why  Don  Schulze,  pro- 
prietor of  "Shultzy's" 
lusage  shop,  started  using  new  Microsoft' 
[oney  for  Windows."  Because  when  it  comes 
I  keeping  track  of  finances.  Money  makes 
fast.  Not  to  mention  easy 

And  since  you  can  view  things  by 
cpense  type,  you'll  easily  see  where  your 


Money  for  Wtndows  is  part  of  the 
Microsoft  Solution  Series. 


money  is  going.  Which  means  that  now  all 
of  your  accounts— checki  ng,  savings,  loans, 
credit  cards,  etc.— become  manageable. 

Furthermore,  Money  is  Windows- 
based,  so  it  works  less  like  a  computer  and 
more  like  you.  Take  our  checkbook  meta- 
phor as  an  example:  it  not  only  works  like  a 
regular  checkbook,  it  looks  like  one,  too. 

Right  now  get  a  $5*  check  in  the  box. 
Call  (800)  541-1261,  Department  T50.  And 
take  the  bite  out  of  managing  your  finances. 

Micn^oft 


er  expires  4/30/92  or  whtle  supplies  last  Umtl  one  per  customer  Offer  good  only  in  the  50  United  States  ©  1991  Microsoft  Corporation.  Alt  rights  reserved  Printed  in  the  U.S.A.  Inside  the  50  United  States,  call  (800)  5411261  Dept  T50.  outside  the  50 
ed  States,  call  1206)  936-8661  Customers  m  Canada,  call  (800)  563-9048.  Mwrosoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Companies,  names,  and  data  used  in  screens  and  sample  output  are  ftc  tit  wus  unless  oth- 
ie  noted.  Shultzy's  and  Don  Schulze's  natnes  used  mth  permission. 
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WHERE'S 
THE  GROWTH? 

SO  FAR,  RECOVERY  HASN'T  MEANT  EXPANSION 


This  is  not  tlie  way  the 
story  was  supposed  to 
go. 

When  the  gulf  war 
ended  in  February,  the 
U.  S.  economy  seemed 
ready  to  snap  to  and 
march  onward  toward 
recovery.  Revitalized  consumers  opened 
their  wallets  and  started  spending  again 
on  homes,  cars,  and  other  big-ticket 
items.  Manufacturers  called  back  laid- 
off  workers,  and  factories  started  hum- 
ming again.  By  July,  the  recession  of 
1990-91  looked  like  a  finished  chapter  for 
the  record  book. 

But  as  these  autumn  days  dwindle  to 
a  precious  few,  the  economy  is  looking 
more  and  more  wan.  Responding  to 
mounting  signs  that  the  economy  is  sink- 
ing into  a  coma,  the  Federal  Reserve  cut 
its  discount  rate — the  interest  it  charges 
on  loans  to  banks — by  half  a  percentage 
point,  to  4.57r.  Banks  quickly  took  the 
cue,  lowering  their  prime  rate  a  half 
point,  to  7.57'.  Trouble  is,  all  this  easy 
credit  still  may  not  be  low  enough  to 
shake  the  economy  awake.  Without  fur- 
ther cuts  in  rates,  or  some  other  dramat- 
ic lift  for  the  economy,  the  recovery  may 
not  start  in  earnest  until  the  new  year. 

The  malaise  is  even  infecting  parts  of 
the  economy  that  were  supposedly  im- 
mune. Manufacturers,  who  were  expect- 
ed to  lead  the  U.  S.  out  of  recession, 
instead  are  shrinking  back.  Facing  un- 


certain consumer  demand  at  home,  slug- 
gish markets  overseas,  and  stiff  foreign 
competition,  manufacturers  in  August 
began  slashing  payrolls.  Today,  factoi\\- 
employment  is  17,000  below  its  level  in 
April,  when  many  economists  think  the 
recovery  began.  By  firing  rather  than 
hiring,  explains  economist  Ed  McKelve\ 
of  Goldman,  Sachs  &  Co.,  "they  brokr 
the  link  that  keeps  the  economic  cycl<.' 
going  upwards." 

HOLDING  PATTERN.  That's  why  the  econ- 
omy needs  another  jolt.  The  latest  go\  - 
ernment  statistics  are  almost  uniformly 
depressing  (charts).  Unemployment  is 
up,  durable-goods  orders  are  trending 
down,  new-home  sales  have  plunged, 
and  car  sales  are  just  plain  appalling. 
Moreover,  consumers  and  businesses  are 
loath  to  take  on  new  debt.  "The  economy 
is,  if  not  outright  stalled,  certainly  in  an 
extremely  slow  growth  pattern  right 
now,"  says  Michael  J.  Durham,  senior 
vice-president  for  finance  at  .A.MR  Corp., 
American  Airlines  Inc.'s  parent. 

AMR  is  far  from  being  the  only  compa- 
ny that  foresees  an  extended  period  of 
little  or  no  economic  growth.  Much  of 
Corporate  America  is  cutting  costs  in 
hopes  of  lowering  their  break-even 
points  (page  39).  The  least  fortunate 
among  them  may  be  Pentagon  contrac- 
tors, which  face  huge  defense  budget 
cuts  (page  41).  And  even  the  profession- 
al pols  in  the  White  House  are  panicking 
as  the  Administration's  optimistic  eco- 


nomic forecasts  appear  to  be  falliili  sn 
short,  with  potentially  unhappy  cons 
quences  for  Republicans  in  1992  (pa| 
42).  With  his  grades  for  handling  t\ 
economy  falling  ever  lower  in  the  poll 
President  Bush  on  Nov.  5  canceled 
long-scheduled  trip  to  Asia  and  will  cofnoi) 
centrate  instead  on  domestic  affairs. 

The  outlook  isn't  uniformly  gloom;  w 
Personal  income  continues  to  grow,  alb 
it  slowly.  Productivity  in  the  third  qua 
ter  rose  by  a  hefty  2.47,  helping  1 
boost  U.  S.  competitiveness.  The  infl: 
tion  rate  is  declining  to  below  47,  a  levlti 
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THE  ECONOMY'S 
WEAKENING  PULSE 

It's  trends  like  these  that  prompted  the 
Federal  Reserve  to  cut  the  discount  rate 
to  4.5%,  its  lowest  level  in  nearly  1 9 
years.  AFter  an  early-summer  advance, 
the  economy  seems  lo  be  dozing  off 

OAIA:  CONFERENCE  BOARD,  BUREAU  OF  LABOR  STATISTICS,  COMMERCE  DEPT. 


AS  DEMAND 
SLACKENS... 


...AND  THE  TRADE 
DEFICIT  WIDENS. 


▲  BILLIONS  OF  DOLURS 


▲  BILLIONS  OF  DOLLARS 
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By 

continuing 

to  fire 
rather  than 
hire,  says 
economist  Ed 

McKelvey, 
manufacturers 

'broke  the 
link  that  keeps 
the  economic 
cycle  going 
upwards' 


seen  for  almost  20  years.  Thai 
uld  help  to  push  long-term  interest 
3S  even  lower,  making  business  in- 
tment  and  housing  cheaper — and  as- 
ing  that  the  economy  will  eventually 
le  back  to  life. 

TORY  FIZZLE.  But  at  the  moment,  it's 
ting  harder  to  focus  on  the  bright 
ts.  Take  autos,  for  example.  After 
king  this  year  at  an  annual  rate  of 
million  in  July,  car  sales  have  now 
en  back  to  6  million.  Ford  is  shutter- 
two  plants  because  of  slack  orders 
m  rental  fleets.  And  while  fourth- 


quarter  auto  output  is  still  planned  to  be 
up  9.4'/'  from  last  year's  levels,  those 
optimistic  plans  are  being  scaled  back 
almost  weekly.  As  the  auto  industry 
hunkers  down,  it  drags  with  it  a  big 
chunk  of  plastics,  steel,  and  even  elec- 
tronics production.  Says  David  M.  Hoag, 
chief  executive  of  LTV  Corp.,  a  Dallas- 
based  steelmaker:  "The  order  books 
have  been  strong  the  past  four  or  five 
months,  largely  because  of  auto  indus- 
try orders.  But  the  news  isn't  good." 

Or,  you  might  say  the  news  is  just 
plain  bad.  Layoffs  keep  mounting  in 


many  service  industries,  with  banking 
and  retailing  two  notable  examples.  The 
unwillingness  of  many  shell-shocked 
bankers  to  make  loans  is  starving  a  wide 
swath  of  businesses.  Taken  together, 
these  woes  have  left  businesses  crawl- 
ing around  in  a  decidedly  gloomy  atmo- 
sphere, more  concerned  with  surviving 
the  present  than  investing  for  the  fu- 
ture. Says  one  senior  Fed  official:  "In 
the  business  community,  the  power  of 
negative  thinking  seems  to  be  sweeping 
the  economy." 
The  retrenchment  by  manufacturers  is 


...FACTORY  JOBS 
ARE  SCARCER... 


...SO  WORRIED 
CONSUMERS... 


...ARE  LESS  EAGER 
TO  BUY  NEW  HOMES 


iANDS OF  JOBS 


JAN. 

A  THOUSANDS  Of  HOMES 
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an  especially  bitter  disappointment.  The 
conventional  wisdom  on  manufacturers 
was  that  they  already  had  worked  off 
their  fat.  Factories,  the  thinking  went, 
would  be  one  of  the  few  sources  of 
growth  for  the  early  1990s.  Now,  de- 
pressingly,  it  is  turning  out  that  many 
manufacturing  companies  are  continuing 
to  chop  jobs. 

One  reason  is  the  dramatic  worsening 
of  the  U.  S.  trade  deficit  since  June.  De- 
mand from  abroad  was  supposed  to  give 


rising  in  the  fourth  quarter,  says  David 
D.  Hale,  chief  economist  at  Kemper  Fi- 
nancial Services  Inc.,  "we're  in  far 
worse  trouble  than  anyone  realizes." 

Faced  with  that  challenge  from 
abroad,  manufacturers  are  trying  to  cut 
labor  and  other  costs.  Look  at  Du  Pont 
Co.  The  chemicals  giant  is  in  one  of  the 
few  industries  that  has  maintained  em- 
ployment during  the  recession.  But  to 
keep  a  competitive  edge  on  foreign  ri- 
vals, the  company  has  embarked  on  a 


coming,  which  makes  engines  for  ta 
and  helicopters,  announced  plans  to  cj 
to  20%  of  its  work  force— 500  to  8(j 
jobs — over  the  next  two  to  three  yeail 
And  General  Dynamics  Corp.'s  Electij 
Boat  Div.,  the  submarine  builder  bas{ 
in  Groton,  Conn.,  laid  off  about  1,0(1 
employees  this  year  and  expects  defeni 
cuts  to  lead  to  a  halving  of  its  17,00| 
worker  payroll  within  four  years. 

With  all  these  layoffs  on  the  horizol 
it's  no  surprise  that  consumer  conj 
dence  is  plungini 


If  imports 
keep  growing, 
says  David 
Hale  of 
Kemper, 
'we're  in  far 
worse  trouble 
than  anyone 
realizes' 


manufacturers  the  push  they  needed  to 
get  the  U.  S.  economy  growing  again. 
Indeed,  export  markets  were  a  ray  of 
sunshine  while  the  rest  of  the  economy 
struggled  with  recession. 

Since  April,  as  economies  overseas 
turned  sluggish,  exports  have  been  run- 
ning flat.  America's  biggest  trading 
partner,  Canada,  seemed  to  be  pulling 
out  of  its  recession.  But  in  August,  its 
economy  again  began  to  contract.  Ger- 
many now  is  struggling,  and  U.  S.  ex- 
ports there  have  fallen  by  359i  since 
A])i-il.  Britain,  one  of  the  biggest  buyers 
of  U.  S.  exports,  is  now  slowly  emerging 
from  a  fierce  18-month  recession.  "Last 
quarter  disappointed  us.  Europe  is  slip- 
ping, and  we  had  only  little  pockets  of 
improvement  in  the  U.  S.,"  says  Senior 
Vice-President  Mac  Sims  of  Clark  Equip- 
ment, a  forklift  maker  that  gets  about 
407f  of  its  revenues  from  overseas. 

Making  matters  worse  for  the  trade 
gap,  imports  in  July  and  August  surged 
far  faster  than  anyone  anticipated.  That 
means  foreign  companies  took  business 
away  from  U.  S.  manufacturers  and 
probably  cut  more  than  a  percentage 
point  off  third-quarter  gross  national 
product,  which  grew  at  an  annual  rate 
of  2.4/<.  If  this  tide  of  imports  keeps 


cost-cutting  program  that  some  analysts 
estimate  could  trim  about  15,000  jobs,  or 
11/'  of  its  payroll.  Hewlett-Packard  Co., 
another  generally  successful  company, 
is  trimming  about  3,000  employees,  or 
3'v ,  from  its  payroll. 
'IN  LIKE  A  LION.'  Other  manufacturers 
are  shrinking  because  their  chief  cli- 
ent— the  Pentagon — is  slashing  items 
off  its  shopping  list.  Defense  cuts  are 
especially  tough  at  companies  in  New 
England,  California,  and  Texas.  A  week 
ago,  Stratford  (Conn.)-based  Textron  Ly- 
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That  goes  double  f 
homebuyers.  Tl^ 
residential  housin 
market  is  on  tl 
rocks  despite  tl 
lowest  mortgag 
rates  in  14  year 
"The  real  estal 
market  came  in  lil 
a  lion  and  went  oi 
like  a  lamb,"  saj 
Barbara  Corcorai 
president  of  the  Co 
coran  Group,  a  Ne 
York  City  real  estai 
firm.  "June  and  Ju 
exceeded  our  opt 
mistic  expectation 
but  we  were  shocke 
at  how  quickly  it  t 
pered  off  throug 
August  and  Septer 
ber."  She  report 
that  business  sine 
the  end  of  the  summer  is  50'a  below  la: 
year's  already  depressed  levels. 
PARALYZED.  What  could  get  the  ecou' 
my  growing  again?  A  pickup  in  wor 
growth,  for  one  thing,  would  help  stim 
late  businesses  from  accounting  firms 
computer  makers.  But  that  isn't  som 
thing  the  U.  S.  can  control.  Fresh  go  *f 
ernment  spending,  a  traditional  stim  r 
lus,  looks  unlikely  for  now,  too.  Unc 
Sam  is  paralyzed  by  a  record  deficit  th; 
in  the  fiscal  year  ending  next  Septemb( 
is  seen  hitting  $325  billion.  Indeed,  bu 
get  cuts  and  tax  increases  at  the  stai 
and  local  government  level  are  drainin 
strength  from  the  economy  at  just  tl 
wrong  time. 

That  leaves  the  Fed,  which  has  beeL,, 
cutting  rates  steadily,  but  less  quick] 
than  economic  performance  seems  to  d 
mand.  Eventually,  a  respectable  reco 
ery  will  come — the  Fed  already  has  dor 
enough  to  assure  that.  The  question 
when.  If  it's  to  happen  soon,  rates  mui 
fall  sharply.  Otherwise,  the  econoni 
may  be  stuck  in  a  netherworld  betwee 
recession  and  expansion  for  some  tim€  | 
By  Michael  J.  Mandel  and  Chtistopht « 
Farrell  in  New  York,  with  Resa  King  i  f 
Connecticut.  Kevin  Kelly  in  Chicago,  an 
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Turning 
out  Chryslers 
in  Sterling 
Heights, 
Mich.:  Annual 

costs  have 
been  trimmed 
$3  billion  in 
the  past  two 
years,  and 
even  that 
isn't  enough 


LL  THAT  LEAN  ISN'T 
URNING  INTO  GREEN 


Corporate  America's  most  painful  cuts  haven't  led  to  permanent  gains 


It's  like  the  annoying 
drip,  drip,  drip  of  a  leaky 
faucet.  Every  week  or 
two,  even  as  the  econo- 
my struggles  to  gain 
strength,  yet  another  of 
America's  big-name  com- 
panies announces  a  ma- 
cost-cutting  program.  As  a  result, 
panies  as  diverse  as  Colgate-Palm- 
?,  Du  Pont,  and  Hewlett-Packard  are 
ng  big  write-offs.  Wall  Street  bulls 
16  that  all  the  trimming  has  posi- 
3d  many  companies  for  dramatic 
it  gains  at  the  first  uptick  in  the 
lomy.  But  with  a  slow  recovery,  a 
question  arises:  How  many  compa- 
are  really  lean — lean  enough  to  post 
rt  profit  gains  even  in  a  stagnant 
lomy? 

ne  sad  answer:  in  all  too  many  indus- 
;,  not  many.  Oh,  sure,  the  layoffs 
3  been  real  and  painful.  And  costs  at 
ly  companies  have  come  down  dra- 
ically.  But  profits  are  still  sagging 


(page  128).  Many  of  the  gains  from  cut- 
ting cost  are  being  wiped  out  by  fierce 
price  competition.  Moreover,  U.  S.  com- 
panies too  often  have  higher  costs  than 
foreign  rivals,  especially  in  white-collar 
staffing  and  pay.  And  high  debt  left 
over  from  the  1980s  is  still  eating  away 
at  profits,  despite  heavy  cutting  in  other 
areas.  The  upshot:  While  a  few  leaders 
may  do  well  before  the  economy  begins 
to  expand  in  earnest,  for  too  many  slug- 
gish growth  will  mean  more  layoffs  and 
scrawny  earnings. 

ERODING  ADVANTAGE.  The  struggles  of 
Chrysler  Corp.  show  how  hard  it  is  for 
companies  to  get  a  lasting  boost  from 
cost-cutting.  The  No.  3  U.  S.  auto  maker 
lost  just  $82  million  in  the  third  quar- 
ter— a  stellar  performance,  next  to  red 
ink  totaling  $1.1  billion  at  General  Mo- 
tors and  $574  million  at  Ford.  Analysts 
also  expect  Chrysler  to  break  even  in  the 
fourth  quarter,  while  GM  and  Ford  lose 
money  again.  That's  because  Chrysler 
has  cut  its  annual  costs  by  $3  billion  in 


two  years,  or  about  11'a  of  total  costs. 

Layoffs  aside,  much  of  Chrysler's  pro- 
gress came  from  an  innovative  program 
to  work  with  suppliers  to  cut  parts  costs. 
But  the  company  stopped  at  almost 
nothing  to  get  further  gains.  It  no  long- 
er chrome-plates  parts  that  aren't  visi- 
ble, for  instance.  And  it  claims  to  have 
cut  its  long-distance  phone  bill  407f  by 
switching  from  .^T&T  to  MCI. 

So  why  aren't  Chrysler  execs  grin- 
ning? With  U.  S.  car  and  light-truck 
sales  off  12'/f  through  October,  dealer 
incentives  and  other  discounts  "just 
swamp  all  your  cost  controls  and  every- 
thing else,"  says  Vice-Chairman  Robert 
S.  (Steve)  Miller  Jr.  With  lower  prices,  it 
now  needs  to  sell  1.9  million  cars  to 
make  a  profit,  up  from  1.8  million  last 
year.  It  only  expects  to  sell  1.5  million 
this  year,  so  it  plans  to  cut  another  $.500 
million  in  1992.  Profits,  says  Chrysler 
Chief  Financial  Officer  Jerome  B.  York, 
"should  recover  very  quickly"  in  an 
upturn — but  only  one  strong  enough  to 
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allow  the  company  to  limit  discounting. 

Chrysler's  no  anomaly,  either.  Even 
companies  that  are  doing  well  are  get- 
ting a  working-over.  For  instance,  Elec- 
tronic Data  Systems  Corp.,  gm's  comput- 
er services  unit,  is  cutting  $500  million 
from  expenses  by  1994 — even  though  its 
sales  and  earnings  were  up  a  healthy 
137'  in  the  third  quarter.  And  companies 
in  cyclical  slumps  are  augmenting  prior 
cost-cutting.  On  Oct.  31,  for  instance, 
atop  a  previously  announced  cost-cutting 


ens  to  put  a  damper  on  improvement. 

Other  companies,  meanwhile,  are 
grappling  with  consumer  confidence  and 
price-cutting  back  home.  For  instance, 
Frito-Lay  Inc.,  PepsiCo  Inc.'s  most  prof- 
itable unit,  has  lowered  costs  a  lot.  But 
with  aggressive  competition  from  Bor- 
den and  Anheuser-Busch,  Frito-Lay 
Chief  Financial  Officer  Michael  White 
isn't  expecting  an  earnings  spurt.  Even 
after  the  recession,  "we'll  still  have  a 
very  competitive  environment,"  he  says. 


ears  is 
positioned  for 
recovery — 
meanwhile, 
lower-cost 

rivals 
have  been 
grabbing 
market  share 


plan,  chemical  maker  Union  Carbide 
Corjj.  said  it  would  pare  costs  by  $20 
million  annually  at  its  slumping  industri- 
al gas  operation. 

Many  companies  are  cutting  far  more 
white-collar  employees  than  in  past 
downturns.  According  to  a  Boston  Uni- 
versity survey  of  manufacturers,  higher 
staff  and  white-collar  pay  scales  are  the 
major  reason  overhead  was  a  punishing 
2fi.6'>''  of  manufacturing  costs  at  U.  S. 
companies  last  year.  That  number  is 
21.6'  '  in  Germany  and  just  17.97  in  Ja- 
pan. Du  Pont  Co.,  for  one,  decided  to 
slash  $1  billion  from  its  costs  after 
benchmarking  its  performance  against 
other  international  chemical  companies. 
Its  biggest  cuts  will  whack  white-collar 
ranks:  About  1,900  jobs  are  being  cut 
from  its  fibers  business,  plus  550,  or  207 
of  the  total,  from  in-house  engineering. 

Slumping  overseas  sales  are  also  hurt- 
ing many  industries — especially  in  high 
technology,  where  many  companies  col- 
lect more  than  half  their  sales  abroad. 
Computer  makers  Digital  Equipment 
Corp.  and  Hewlett-Packard  Co.  have  dra- 
matically lowered  their  costs,  for  in- 
stance (table).  But  now  a  slowdown  in 
Europe,  which  has  fueled  computer-com- 
pany growth  since  the  mid-1980s,  threat- 


Sears,  Roebuck  &  Co.  is  wringing  $1.3 
billion  in  costs  out  of  its  bloated  retailing 
operation  this  year  and  next,  largely  by 
eliminating  about  33,000  jobs.  That  has 
helped  to  boost  operating  profits  a  bit  so 
far  this  year,  and  Sears  could  get  a  big 
boost  in  a  recovery.  With  shoppers 
searching  for  value,  though,  it's  still  los- 
ing market  share  to  such  lower-cost 
competitors  as  Wal-Mart  Stores  Inc.  and 
Kmart  Corp.  As  William  J.  Shaw,  chief 
financial  officer  for  Marriott  Corp., 
notes:  "The  key,  until  the  economy  im- 


A  PEEK  AT  WHERE 
Ef  PICIENCY  IS  IMPROVING 


Sales  per  employee 


Company 

3rd  quarter 
1989 

3rd  quarter 
1991 

CHRYSLER 

$53,242 

$60,112 

DIGITAL  EQUIPMENT 

24,949 

28,561 

DU  PONT 

59,234 

66,380 

HEWLEn-PACKARD 

31,600 

42,700* 

MERRILL  LYNCH 

71,400 

78,000 

SEARS  (merchandising  only) 

18,566 

20,677 

USX  (steel  only) 

64,306 

83,117 

"Estimate 

DATA:  COMPANY  REPORTS;  GOLDMAN,  SACHS  i 

1  CO,  ESTIMATE 

m 


proves,  is  that  you've  got  to  find  wa 
to  provide  better  price  value." 

Then  again,  Marriott,  Macy's,  and  ot 
er  debt-heavy  companies  have  bigg 
worries.  Both  got  caught  up  in  the  fins 
cial  frenzy  of  the  1980s.  They're  payi 
the  price  now.  Marriott  has  slashed  2,5 
jobs  at  headquarters  and  by  closi 
down  its  hotel  construction  and  develc 
ment  unit.  But  such  savings  pale  again 
the  cost  of  servicing  more  than  $1  billii 
in  debt  taken  on  in  an  overly  aggressi 
hotel  constructi 
program.  Cost-cilr  / 
ting  helped  Macj 
narrow  its  losses  f 
Piirc  ic  I  the  fiscal  year  end 
caio  la  Aug.  3.  But  now  i 

being  hurt  by  high 
ad    spending  ai 
weak  demand. 
CHEAP    SEATS.  B 
airlines  may  proi 
from  extended  a 
versify.  The  stro 
gest  U.  S.  lines 
American,  Unite 
and  Delta — are  hu 
kering  down  for 
continuing  slum 
American  Airlin 
Inc.,  for  instanAfi,!,; 
has  cut  in  half 
$16  billion  capit 
spending  progra 
for  the  next  fo 
years.    It's  und' 
pressure  to  hold  down  costs  because 
fare   slashing  by   "thinly  capitalizet 
competitors,  says  Michael  J.  Durham,  s 
nior  vice-president  for  finance  at  AI\ 
Corp.,  American's  parent.  But  Durha 
concedes  that  continued  economic  slu 
gishness  could  help  stronger  carriers 
it  drives  troubled  rivals  out  of  busines 
In  many  other  industries,  the  pressu 
shows  no  sign  of  letting  up.  Take  stei  j 
The  best  minimill  operators  can  brej  j 
even  running  at  just  607  of  capacit , 
After  years  of  slashing  costs,  big  rivE 
such  as  USX  Corp.'s  U.  S.  Steel  and  Bel 
lehem  Steel  are  also  close  to  that  go;  j 
But  now  the  biggest  minimill  operate  j 
Nucor  Corp.,  is  using  a  new  Germ; 
steel-processing  technology  to  lower  dr, 
matically  the  costs  of  rolling  sheet  stei 
A  Nucor  plant  using  the  process 
Crawfordsville,  Ind.,  can  make  money 
a  60/v  production  rate — but  is  running 
907.  And  Nucor  plans  to  build  two  mo 
of  the  mills  in  the  next  few  years. 

Competition  may  not  be  that  heated 
every  industry.  But  in  most,  compani' 
that  wait  for  a  recovery  to  bail  them  a 
will  be  a  long  time  hurtin'. 

By  Thane  Peterson  in  New  York,  wi 
Wendy  Zellner  in  Dallas,  David  Woodn 
in  Detroit,  and  bureau  reports 
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ONGRESS  DROPS  A  BOMB 
N  DEFENSE   

e  B-2  may  be  history — and  weapons  contractors  are  nervous 


Northrop  Corp.  vaulted 
into  the  aerospace  big 
leagues  in  1981,  when  it 
won  a  contract  to  build 
the  B-2  Stealth  bomber. 
Now,  Northrop  could  be 
headed  right  back  to  the 
minors,  thanks  to  Con- 
5s'  recent  decision  to  block  the  pur- 
se of  any  new  B-2s  this  fiscal  year. 
1  a  stunning  rebuke,  House  and  Sen- 
conferees  working  to  complete  the 
I  defense-spending  bill  turned  down 
Bush  Administration's  request  for 
-  more  of  the  costly  bat- 
ged  bombers.  Congress  al- 
;t  never  kills  a  major 
pons  program  But  com- 
lism's  collapse.  President 
h's  unilateral  cuts  in  U.  S. 
lear  forces,  and  technical 
:hes  in  the  B-2  embold- 
i  House  Democrats  to  dig 
heir  heels. 

ongress  did  authorize  $3.4 
on  to  keep  existing  pro- 
tion,  research,  and  spare 
;s  going,  but  it  set  tight 
ngs  on  $1  billion  more  that 
Id  be  used  to  build  another 
Although  Northrop  in- 
3  it  isn't  giving  up,  one 
ise  Democratic  staffer 
3:  "The  B-2  is  dead." 
ow  that  legislators  have 
!d  one  defense  program,  it 

be  hard  to  stop  Congress 
)re  it  kills  again.  Growing 
isme  to  slash  defense  to 

for  tax  cuts  and  domestic 
iding  is  the  driving  force. 
I  weapons  systems  that 
expensive  and  geared  pri- 
'ily  to  the  Soviet  threat  are  vulnera- 
"  says  House  Armed  Services  Com- 
:ee  Chairman  Les  Aspin  (D-Wis.). 
5ly  targets  range  from  costly  new 
siles  to  giant  submarines  (table). 
9  MUCH  CAPACITY.'  It's  hard  to  under- 
mate  the  impact  on  Northrop.  The 
ipany  says  it  will  continue  to  be  prof- 
le.  But  B-2  work  generates  half  of 

Los  Angeles  company's  revenues 

45%  of  its  earnings.  An  end  to  the 
tract  could  reduce  Northrop  to  sub- 
tracting for  airframe  makers  McDon- 

Douglas  Corp.  and  Boeing  Co. 
hat  might  be  a  fate  other  defense 


suppliers  could  come  to  envy.  Congress 
already  is  thinking  of  cutting  the  pro- 
jected "$291  billion  fiscal  1993  defense 
budget  by  up  to  $20  billion.  And  industry 
experts  predict  spending  of  at  most  $200 
billion  in  1991  dollars  by  the  end  of  the 
decade.  "A  shakeout  in  the  industry  is 
inevitable,"  says  Loren  B.  Thompson, 
deputy  director  of  Georgetown  Universi- 
ty's national  security  studies  program. 
"There's  just  way  too  much  capacity  for 
what  the  nation  requires." 

Where  will  budget-cutters  turn  next? 
Navy  contractors  may  take  the  biggest 


Administration's  plans  for  a  fleet  of  450 
ships,  including  12  carriers,  are  certain 
to  be  slashed.  The  Navy  would  get  about 
a  third  of  a  $200  billion-a-year  defense 
budget,  enough  to  support  fewer  than 
400  shi])s,  including  at  most  10  'Carriers. 
IN  JEOPARDY.  Downsizing  on  that  scale 
could  doom  Bath  Iron  Works  Corp.  in 
Maine,  one  of  only  two  shipyards  that 
still  builds  destroyers.  The  other  is  Lit- 
ton Industries  Inc.'s  Ingalls  Shipbuilding 
Div.  in  Pa.scagoula,  Miss.  Bath  is  vulner- 
able because  destroyers  are  virtually  its 
only  business,  and  its  costs  are  slightly 
higher:  Bath  charged  the  Navy  $513.5 
million  for  its  latest  two-ship  order,  vs. 
Litton's  $500.9  million  price  tag. 

Aerospace  companies  are  bracing  for 
cutbacks,  too.  One  likely  candidate:  the 
Army's  $35  billion  Comanche  helicopter 
program.  A  team  headed  by  United 
Technologies  Corp.  and  Boeing  is  to  be- 
gin production  of  1,292  copters  in  1996. 
McDonnell  Douglas'  $35  billion  contract 
to  build  120  C-17  transport  planes  for  the 
Air  Force  also  is  in  jeopardy.  Congress, 


WHAT  MIGHT  DROP  OFF 
THE  MILITARY  MENU 


Program/ 

Price  per  unit 

Main  contractors 

Millions 

SEAWOLF  SUBMARINE 

$2,000.0 

General  Dynamics, 

Tenneco 

TRIDENT  II  MISSILE 

29.2 

Lockheed 

A-X  NAVY  BOMBER 

65.0 

Bidders  include  Grumman, 

Lockheed,  Boeing 

F-22  AIR  FORCE  FIGHTER 

59.4 

Lockheed,  Boeing, 

General  Dynamics 

COMANCHE  HELICOPTER 

8.5 

United  Technologies,  Boeing 

C-17 TRANSPORT 

207.6 

McDonnell  Douglas, 

Pratt  &  Whitney 

CVN-76  CARRIER 

4,000.0 

Tenneco 

DATA  DEFENSE  DEPT.,  BW 


hit.  General  Dynamics  Corp.'s  Electric 
Boat  Div.  and  Tenneco  Inc.'s  Newport 
News  Shipbuilding  &  Dry  Dock  can 
count  on  only  a  handful  of  orders  at 
$2  billion  a  pop  for  the  Seawolf  subma- 
rine. The  Navy  originally  wanted  30  of 
the  boats,  designed  to  counter  a  new 
generation  of  Soviet  subs.  And  Aspin 
has  his  eye  on  Lockheed  Corp.'s  $40  bil- 
lion Trident  II  submarine-launched  mis- 
sile program. 

Debate  on  the  size  of  the  Navy  will 
begin  in  earnest  next  year.  Congress 
will  be  asked  to  provide  initial  funding 
for  a  new  $4  billion  aircraft  carrier.  The 


though,  may  be  able  to  offer  McDonnell 
Douglas  some  cheap  consolation  if  it  ap- 
proves Saudi  Arabia's  $4  billion  to  $6 
billion  order  for  72  F-15  fighters. 

Amid  all  the  budget-slashing,  though, 
one  big  program  keeps  perking  along: 
the  Strategic  Defense  Initiative.  The 
price  of  the  House's  refusal  to  yield  on 
the  B-2  was  $4.2  billion  for  Star  Wars 
and  acceptance  of  the  Senate's  plan  to 
deploy  ground-based  missile  defenses 
near  Grand  Forks,  N.  D.  But,  House 
Democrats  warn,  just  wait  'til  next  year. 

By  Amy  Borrus,  with  Set  It  Payiif,  i)> 
Washington 
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Harris 
Woffordtold 
Pennsylvania 
voters  that 
Washington 
couldn't  care 
less  about 
them— and 
they  agreed 
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A  NOVEMBER  CHILL 
FOR  BUSH 
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Voters  are  fed  up  with  incumbents  and  inaction — bad  news  for  the  ultimate  insider 


IS  tJ 

iposal 


Are  voters  angry  about 
a  stagnant  economy  and 
politicians'  inability  to  do 
anything  about  it — or  a 
host  of  other  problems? 
You  bet.  On  Nov.  5, 
Americans  stormed  to 
the  polls  and  sent  the 
White  House  and  politicians  everywhere 
an  inescapable  message:  Start  delivering 
results,  or  you're  out  on  your  ear. 

In  recession-racked  Pennsylvania,  ap- 
pointed Democratic  Sen- 
ator Harris  Wofford, 
whose  campaign  was  an 
outsider's  unrelenting 
attack  on  Washington's 
unconcern  with  the 
problems  of  ordinary 
folk,  stunned  former 
Attorney  General  Dick 
Thornburgh,  a  respect- 
ed former  two-term 
governor.  In  New  Jer- 
sey, Republicans  seized 
control  of  the  state- 
house  for  the  first  time 
in  two  decades  as  vot- 
ers took  revenge  on 
Democratic  Governor 


James  J.  Florio  for  raising  taxes.  And  in 
Mississippi,  Republican  businessman 
Kirk  Fordice  dumped  Harvard-educated 
Governor  Ray  Mabus  with  antigovern- 
ment  attacks  on  welfare  and  racial  quo- 
tas. Only  in  Washington  State,  where 
voters  crushed  a  term-limitation  initia- 
tive, could  the  ins  find  comfort. 

The  anti-incumbent  sentiment  has 
been  building  since  last  fall.  But  an 
economy  that  stays  stubbornly  sluggish 
despite  President  Bush's  assurances  that 


fag 
aiiist 
idem 


Caul 


M  THE  MIDTERM  VOTE 


INSIDERS  OUT  In  Pennsylvania,  appointed  Democratic  Senator  Harris  Wofford 

trounced  former  Attorney  General  Dick  Thornburgh  with  an  "angry  outsider" 
message  that  stressed  economic  issues  and  the  need  for  national  health  care 

THE  RACIAL  CARD  Political  neophyte  Kirk  Fordice  defeated  Mississippi's  Demo- 
cratic governor,  Roy  Mabus,  by  repeatedly  invoking  the  q-word:  quotas.  Once 
again,  racial  politics  served  the  GOP  v/ell 

DEATH  BY  TAXES  Republicans  seized  control  of  both  houses  of  the  New  Jersey 
legislature  by  stoking  ontitax  resentment  toward  Democratic  Governor  Jim  Florio 
and  his  policies  that  tax  the  middle  class  to  help  the  poor 

TERMS  AND  CONDITIONS  With  a  push  from  House  Speaker  Tom  Foley,  voters 
defeated  an  initiative  that  would  have  limited  the  service  of  House  and  Senate 
members  from  the  state  of  Washington 


a  recovery  is  under  way  has  put  vote:  V-^^ 
in  a  frightened,  surly  mood.  It  doesr  5"- 
matter  if  you  are  Democrat  or  Repub 
can,  voters  seem  to  be  saying:  If  you' 
part  of  the  political  Establishmen 
you're  the  problem. 
NEW  BALL  GAME.  That's  bad  news  f(l«M 
Congress.  But  it's  worse  for  Bush,  tl'^y  ^ 
ultimate  Washington  insider.  Bush  po 
ster  Robert  M.  Teeter's  numbers  sho 
that  public  confidence  in  the  President 
economic  stewardship  has  plunged.  Ar  "iwi 
other  pollsters  are  fin  *^  i 
ing  that,  by  a  2-to « on 
margin,  voters  think  tl 
country  is  headed  in  tl  '"^M 
wrong  direction.  A  19J 
campaign  that  on(*Em 
looked  like  a  triumph  Sett 
march  to  reelection  h£F  be 
suddenly  become  a  co: 
test.  "We  have  an  ele 
torate  that  wants 
tear  down  the  temple 
says  Will  Marshall  (f,  to 
the  Progressive  Polic  M  mo 
Institute,  a  middle-o  iri 


Ik 
i-|ierc 


the-road    Democrat  mimv 
think  tank.  Adds  Dem^  it' 
cratic  strategist  Mil* 


42  BUSINESS  WEEK/NOVEMBER  18,  1991 


lurry:  "People  aren't  into  marginal 

ering  anymore.  They  want  change, 

they  want  it  now." 

16  sudden  sense  of  vulnerability  has 

off  hysteria  in  the  Bush  camp.  A 

nering  debate  among  Cabinet  mem- 
over  economic  strategy  has  become 

agly  public  fight,  with  Housing  & 

an  Development  Secretary  Jack  F. 

ip  still  agitating  for  stimulative  leg- 
ion after  Bush  decided  not  to  press 
issue  this  year. 

;s  are  blaming  each 

r  for  the  defeat  of 

rnburgh,  whom 

h  had  personally 

led  into  the  Senate 

.  And  meetings  of 

h  political  advisers 

?  become  what  one 

icipant  describes  as 

dozen  guys  sitting 

md  screaming  at 

I  other." 

^^en  the  ever  pru- 
;  Bush  has  hit  the 
ic  button.  He 
ned  his  own  aides — 

embarrassea  the 
anese  government — by  abruptly 
poning  an  important  late-November 
in  tour.  The  stated  reason:  Bush 
ts  to  keep  an  eye  on  Congress  as  it 
ps  up  the  year.  But  lawmakers  plan 
e  gone  before  the  scheduled  start  of 
Asia  trip.  Instead,  the  President  will 

finishing  touches  on  an  economic 
:age,  consisting  mostly  of  a  capital- 
,s  tax  cut  and  other  warmed-over 
)osals,  which  he  plans  to  offer  after 
gress  adjourns  for  the  year, 
ush  seems  to  be 


determine  the  outcome  of  the  next  elec- 
tion," says  Laurence  Meyer,  a  St.  Louis 
economic  consultant.  "He's  all  they've 
got  at  the  White  House." 

For  Democrats,  the  stagnant  economy 
gives  them  an  opening  they  could  only 
dream  about  just  a  few  months  ago. 
Bush's  crumbling  legislative  program  al- 
ready has  emboldened  Democratic  law- 
makers (page  57),  and  White  House 
aides  are  bracing  for  what  one  calls 


ester's 
polls  show 
plunging  public 
confidence  in 
Bush's  handling 
of  the  economy 


candidate 
Harkin  depicts 
Bush  as  'the 
Herbert  Hoover 
of  the  1990s' 


ing  for  protection 
inst  increasingly 
dent  Democratic 
•ges  that  he's  too 
:erned  with  foreign 
;y.  But  it's  not  clear 
;an  help  himself  by 
ntatiously  staying 
le.  Presidential 
:l-wringing  only  fo- 
!S  more  public  atten- 
on  the  problem 
e  highlighting  the 
linistration's  inabil- 
;o  solve  it. 
tE  HELL.'  With  little 
;pect  for  fiscal  stim- 
i  before  next  spring,  the  White 
se  has  turned  up  the  heat  on  Feder- 
leserve  Chairman  Alan  Greenspan. 
Nov.  6,  the  Fed  came  through  with  a 
-percentage-point  cut  in  the  discount 
,  to  4.5%  (page  36).  Bush  advisers 
t  more,  and  they  won't  be  shy  about 
ng  for  it.  Senior  aides  believe  the 
lomy  must  show  convincing  signs  of 
rovement  by  spring  or  Bush  will  be 
srious  trouble.  "Alan  Greenspan  will 


"pure  hell"  on  Capitol  Hill  next  year  as 
the  campaign  heats  up.  "There's  going 
to  be  a  contested  Presidential  race  in 
1992.  We  just  confirmed  it,"  says  politi- 
cal consultant  James  Carville,  who  engi- 
neered Wofford's  astounding  come-from- 
behind  victory  in  Pennsylvania.  Top 
Bush  campaign  strategist  Charles  Black 
agrees:  "If  this  economy  stays  bad,  the 
President  will  have  a  close  contest." 

Still,  Bush  remains  the  favorite  for 
next  fall.  For  all  his  woes,  the  President 


Rpulist 


retains  a  reserve  of  goodwill  with  the 
public — witness  his  approval  ratings, 
hovering  at  about  607c.  And  while  voters 
may  chafe  at  his  neglect  of  domestic 
problems,  they  don't  yet  see  a  credible 
alternative  in  the  untested  field  of  Dem- 
ocratic contenders.  Moreover,  the  public 
blames  a  Democratic  Congress  as  much 
as  the  Republican  President  for  the  eco- 
nomic malaise.  "The  message  that  'I'm 
not  George  Bush'  isn't  enough,"  says 


Democratic  strategist  William  Galston. 
"Democrats  need  a  program  for  growth 
that  makes  sense  to  average  voters." 

Out  on  the  hustings,  a  field  of  six 
Democratic  wannabes  is  test-marketing 
a  variety  of  middle-class  appeals:  To  tap 
voter  rage,  all  style  themselves  as  out- 
siders, bashing  Washington  and  painting 
Bush  as  the  defender  of  the  status  quo, 
out  of  touch  with  working  Americans. 
"George  Bush  is  the  Herbert  Hoover  of 
the  1990s."  says  fiery 
populist  Senator  Tom 
Harkin  (D-Iowa). 
STILL  TIME.  But  beyond 
the  anti-Washington 
pose,  there's  little  Dem- 
ocratic agreement  on 
the  most  effective  way 
to  capsize  Bush.  Harkin 
calls  for  heavy  new 
government  spending 
on  public  works,  nation- 
al health  insurance,  re- 
search and  develop- 
ment, education,  child 
care  programs,  and 
transportation.  His 
goal:  providing  long- 
term  public  and  private  investment  to 
insure  strong  future  growth.  Other 
Democrats,  such  as  Arkansas  Governor 
Bill  Clinton  and  Nebraska  Senator  Bob 
Kerrey,  eschew  big  new  spending  pro- 
grams, stressing  a  slimmed-down  feder- 
al government  and  individual  responsibil- 
ity. "There  will  never  be  a  government 
program  for  every  problem,"  Clinton 
tells  audiences.  Kerrey  has  taken  such 
rhetoric  a  step  further,  calling  for  a  50% 
reduction  in  Cabinet  positions  and  sharp 
cuts  in  government 
spending.  "We  must  be- 
gin by  cleaning  house  in 
Washington,"  Kerrey 
says,  echoing  George 
Wallace's  1968  war  cry. 

The  Democrats  still 
have  plenty  of  time  to 
refine  their  message — 
and  to  build  one  of  their 
no-name  contenders 
into  a  credible  challeng- 
er. If  that  doesn't  work. 
New  York  Governor 
Mario  M.  Cuomo,  whose 
aides  were  heartened 
by  the  liberal  Wofford's 
trouncing  of  Thorn- 
burgh,  could  barge  into  the  race.  For 
George  Bush,  the  nightmare  of  Election 
Day,  1991,  is  a  forceful  reminder  that 
despite  his  triumphs  abroad,  Americans 
are  increasingly  impatient  with  politi- 
cians' inattention  to  problems  at  home. 
Unless  the  economy  shows  signs  of  life 
soon,  next  year's  campaign  is  going  to 
be  tougher  than  Bush  ever  imagined. 

By  Douglas  A.  Harbrecht  and  Howard 
Gleckman  in  Washington 
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POLITICS  1 


'DUKE  HAS  TO  BE 
STOPPED' 


Louisiana  executives  from  both  parties  are  going  all  out  for  Edwards 


DUKE  ON  THE  STUMP:  SOME  WORKERS  RESENT  EMPLOYERS'  ANTI-DUKE  PRESSURE 


Just  days  before  Louisiana's  Nov.  16 
^gubernatorial  election,  employees  of 
Stewart  Enterprises,  a  New  Or- 
leans-based funeral  home  and  cemetery 
operator,  will  get  an  unusual  memoran- 
dum from  Chairman  Frank  B.  Stewart 
Jr.  It  warns  that  the  election  of  Republi- 
can David  Duke,  a  41-year-old  former 
Ku  Klux  Klan  leader  and  Nazi  sympa- 
thizer, could  cripple  the  fragile  state 
economy.  "The  major  financial  institu- 
tions in  this  country  .  .  .  will  probably 
blackball  us  merely  because  of  the  repu- 
tation (be  it  right  or  wrong)  that  David 
Duke  brings  with  him,"  Stewart  writes. 
The  stark  choice:  Back  former  Demo- 
cratic Governor  Edwin 
whose  years  in  office 
were  marred  by  corrup- 
tion charges,  or  risk 
"economic  suicide"  at 
the  hands  of  Duke. 

As  Louisiana's  bi- 
zarre governor's  race 
reaches  its  climax,  ap- 
peals such  as  Stewart's 
are  becoming  more 
common.  Kevin  P.  Reil- 
ly  Sr.,  chairman  of  La- 
mar Corp.,  a  big  out- 
door advertising  com- 
pany based  in  Baton 
Rouge,  plans  to  give 


W.  Edwards, 


DUKE  VS.  EDWARDS 
TOO  CLOSE  TO  CALL 

In  polling  Oct.  25-27, 
Louisiana  voters 
expressed  their 
preference  for 
governor 


DATA:  MASON  DIXON  OPINION  RESEARCH 


his  400  Louisiana  workers  a  similar  mes- 
sage next  week.  "Duke  has  to  be 
stopped,"  he  says.  Adds  Baton  Rouge 
retailing  executive  Donna  Sternberg: 
"With  our  history  of  leaving  Germany  in 
1936,  the  Sternberg  family  is  vividly 
aware  of  the  consecjuences  of  letting  a 
tyrant  rise." 

Louisiana  executives  have  mounted 
one  of  the  most  intensive  political  drives 
in  recent  memory.  Some,  like  Republi- 
cans Stewart  and  Reilly,  are  drafting 
employee  letters  or  sponsoring  Edwards 
fund-raisers.  Others,  such  as  French 
Quarter  business  leader  David  Dixon, 
are  funding  ads  that  depict  Duke's  cru- 
sade against  big  government,  welfare 
chiselers,  and  affirmative-ac- 
tion hiring  as  racial  and  eco- 
nomic poison. 

BUSH  WHACK.  With  Duke  now 
running  neck  and  neck  with 
(table),  business  is 
"The  only  businesses 
that  would  benefit  if 
Duke  wins,"  says 
James  R.  "Jim  Bob" 
Moffett,  CEO  of  min- 
erals giant  Freeport- 
McMoRan  Inc., 
"would   be  air- 
lines and  U-Haul 
companies"  car- 


Edwards 
petrified. 


disputi 


rying  the  fleeing  hordes  out  of  the 
President  Bush  seems  to  agree.  On  N 
6,  he  added  his  voice  to  the  anti-Du 
chorus,  calling  the  renegade  Republic 
"an  insincere  charlatan." 

Fear  of  a  Duke  victory  has  led  tl 
Louisiana  Council  for  Fiscal  Reform, 
umbrella  group  that  Moffett  heads 
issue  its  first  endorsement — for  refori 
ers'  nemesis  Edwards.  The  ex-govern 
has  also  been  endorsed  by  groups 
lawyers,  manufacturers,  and  merchan 
Says  Wiley  McCormick,  president  of  tl 
New  Orleans  Tourism  Marketing  Cor 
"Tourism  is  a  $3  billion  industry  her| 
Duke's  election  would  be  a  disaster.' 

Just  how  big  a  disaster  is  in 
The  Edwards  campaign  is  hyping  t 
economic  doom  message  in  hopes  of  wi: 
ning  over  the  upscale,  better-educab 
voters  who  detest  Edwards.  According 
to  University  of  New  Orleans  economic 
Timothy  F.  Ryan,  a  consultant  to  tlH 
anti-Duke  coalition,  a  Duke  victojB 
might  cost  45,000  jobs  and  $1.8  billion  B 
annual  revenues.  Edwards  is  hammerin 
hard  at  the  job-loss  issue.  A  recent  1 
spot  shows  workers  ambling  past  a  pai 
locked  plant  gate  while  the  voice-ov< 
intones:  "Unless  Edwin  Edwards 
elected  governor,  Louisiana's  sha 
economy  could  collapse." 
TOSS-UP.  Actually,  Louisiana  has  bee 
making  a  comeback  from  the  1980s 
bust.  Although  the  state  lost  150,0( 
jobs  from  1981  to  1987,  unemployment 
now  6.87^',  about  average.  "Nobody  e: 
pects  a  company  like  Exxon  to  pull  o 
its  refinery  under  Duke,"  says  James 
Richardson,  a  Louisiana  State  Universil 
economist.  "But  business  worries  aboi 
future  plant-siting  decisions." 

Business  may  have  a  more  immedia' 
problem  handling  a  pro-Duke  backlas 
"Melina" — she  won't  reveal  her  lai 
name — is  a  Duke  backer  working  at 
New  Orleans  energy  company.  She's  u| 
set  about  management's  attempts  to  i: 
fluence  her  vote.  "I  got  a  letter  in 
Monday  pay  envelope  telling  me,  in 
feet,  I  should  not  vote  for  Mr.  Duke] 
she  says  during  a  furtive  phone  call, 
was  very  offended.  I  wouldn't  vote  fi 
Edwards  if  they  threatened  to  kill  me 

Can  business  turn  the  tide  again; 
Duke?  Most  analysts  say  the  race  is 
toss-up,  with  Edwards'  287  share  of  tl 
white  vote  below  the  347  margin 
needs  to  win.  Whatever  the  outco: 
though,  business  has  cast  its  lot:  Fao 
with  a  choice  between  a  discredited  fi 
mer  governor  and  a  rabble-rouser  w' 
only  recently  cast  aside  his  bedshe 
business  will  rally  behind  Edwards.  Sa; 
Bill  Little,  president  of  the  Baton  Rou, 
Chamber  of  Commerce:  "Given  tH 
choice,  there  is  no  other  choice." 

By  Lee  Walczak  in  New  Orlea 
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FINANCIERS  I 


KEVIN  MAXWELL,  32,  IS  A  FINANCE  WHIZ  WHO  MAY  SPEED  PLANS  TO  SELL  OFF  U.S.  BUSINESSES 


THE  TURMOIL  THAT  MAXWELL'S  KIDS 
ARE  INHERITING 


Can  tliis  sprawling,  debt-ridden  empire  survive  its  flamboyant  boss? 


R 


|Obert  Maxwell  gave  editors  of  his 
newspapers  the  kind  of  story  tab- 
loid news  hounds  dream  about: 
"Flamboyant  Tycoon  Dies  in  Mystery  at 
Sea."  But  this  time,  the  victim  was  Max- 
well himself.  Sometime  in  the  early 
hours  of  Nov.  5,  the  68-year-old  British 
media  baron  vanished  from  his  180-foot 
motor  yacht.  His  nude  body  was  found 
floating  later  that  day  in  the  Atlantic 
Ocean  near  the  Canary  Islands.  After  a 
day  of  wild  speculation  about  the  cir- 
cumstances of  the  death,  an  autopsy 
concluded  that  Maxwell  died  of  natural 
causes,  perhaps  as  a  result  of  a  heart 
attack,  before  falling  overboard. 

No  less  mysterious  is  the  fate  of  the 
global  empire  Maxwell  assembled  in  the 
five  decades  since  he  emigrated  to  Brit- 
ain from  his  native  Czechoslovakia.  Can 
this  tangled,  debt-ridden  empire  survive 
its  larger-than-life  boss?  It's  no  idle 
question:  Like  rival  Rupert  Murdoch, 
Maxwell  borrowed  huge  sums  to  snap 
up  everything  from  eminent  book  pub- 
lisher Macmillan  Inc.  to  New  York's 
feisty  Daily  Neios  tabloid. 

By  early  this  year.  Maxwell  was 
struggling  under  a  crushing  debt:  $3.9 
billion  for  his  complex  web  of  public  and 


private  companies.  Making  matters 
worse,  the  recession  had  sapped  profits 
and  eroded  the  value  of  his  assets.  So  to 
stay  ahead  of  bankers,  Maxwell  had 
been  frantically  selling  off  assets  for 
several  months. 

Now,  Maxwell's  sons  must  sort  out 
the  mess.  Kevin,  32,  has  been  named 
chairman  of  Maxwell  Communication 
Corp.  (MCC)  and  publisher  of 
the  Daily  News.  Colleagues 
say  Kevin  is  a  savvy  financial 
manager  who  served  as  Max- 
well's principal  contact  with 
bankers.  He'll  need  those 
skills:  Flagship  MCC,  which 
controls  Macmillan  and  other 
Maxwell  properties,  is  sad- 
dled with  $2.3  billion  in  debt. 
His  older  brother  Ian,  35,  will 
run  Mirror  Group  Newspa- 
pers Ltd.,  the  profitable  and 
relatively  debt-free  company 
that  controls  Britain's  Daily 
Mirror. 

But  no  Maxwell  property  is 
really  secure.  That's  because 
Maxwell  has  put  up  shares  of 
MCC  and  Mirror  Group  as  col- 
lateral for  much  of  the  $1.3 
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billion  in  loans  taken  out  by  his  priva 
companies.  As  a  result,  MCC's  earninjj 
and  share  price  are  critical  to  the  cri 
ditworthiness  of  other  properties.  Tl 
trouble  is,  MCC  isn't  earning  enou^ 
from  core  operations  to  pay  its  own  i 
terest,  taxes,  and  dividends. 
FEW  OPTIONS.  Other  companies  in  sue 
straits  might  cut  their  dividend.  But  an 
lysts  say  Maxwell  couldn't  afford  th£ 
His  family  controls  687^  of  MCC's  share 
and  one  observer  believes  Maxwell  nee 
ed  the  dividend  to  pay  interest  on 
private  debt.  What's  more,  say  analyst 
Maxwell  has  had  to  maintain  an  unus 
ally  generous  dividend  to  prop  up  tl 
price  of  MCC  shares.  If  the  price  dro] 
too  much,  banks  can  demand  more  c( 
lateral,  further  increasing  pressure 
the  empire.  MCC  shares,  which  were 
ready  sinking,  plunged  137',  to  $2.13,  q 
Nov.  5 — before  trading  was  halted, 

So  Maxwell  has  left  his  sons  with  fe 
options.  Family  bankers  and  advise 
say  the  brothers  will  continue  to  S6 
assets.  They  may  have  some  breathir 
room,  since  a  $750  million  debt  pay  me) 
isn't  due  until  October,  1992,  with  a  fu 
ther  $1.25  billion  due  two  years  late 
But  MCC  execs  say  Maxwell's  much-bs 
lyhooed  plan  to  raise  cash  by  spinnin 
off  U.  S.  assets  into  a  new  public  comp 
ny  has  been  shelved.  One  admits  tl 
plan  "was  made  up  on  the  fly." 

Instead,  Kevin  Maxwell  will  probab 
speed  plans  to  sell  chunks  of  the  U.  I 
business  outright.  Chairman  Willia: 
Reilly,  of  K-lll  Holdings,  says  he  talkf 
to  Maxwell  several  weeks  ago  aboi 
buying  MCC's  56%  stake  in  Berlitz,  a  la: 
guage  and  travel  book  publisher.  Reil 
says  they  didn't  agree  on  price,  but  \ 
believes  many  Maxwell  properties  are  c 
the  block.  The  future  of  the  Daily  Nen 
is  unclear:  It  actually  broke  even 
three  recent  weeks  and  has  made  circ 
lation  gains.  But  analysts  say  it  cou 
still  lose  $40  million  this  ye 
Even  with  the  sales,  i 
not  clear  that  MCC  will 
able  to  pay  off  all  its  de 
With  Maxwell  out  of  the  pi 
ture,  bankers  say  his  del 
may  have  to  be  restructure 
Kevin  Maxwell  says 
hasn't  discussed  any  re 
nancing  with  the  banks.  If 
restructuring  is  done  prope 
ly,  Maxwell's  empire  cou 
emerge  as  a  smaller  bi 
sounder  business.  But 
seems  unlikely  to  remain  or 
of  the  world's  biggest  med; 
empires.  That  dream  die 
even  before  Robert  Maxwel 
By  .Mark  Maremont  i 
Loudon,  with  Mark  Landler  i 
Neic  York 


ROBERT  MAXWELL  AT 
THE  DAILY  NEWS 


Ill  the  age  of  inf ormatioii 

stirvi^  still  depends 
on  hunters  and  ^therer  s 


In  that  modern-day  tribe 
called  a  corporation,  it's  still  the  sur- 
vival of  the  fittest. 

And  in  the  treacherous  nine- 
ties, the  fittest  will  certainly  be 
the  best  informed. 

So  making  it  safely— and  pros- 
perously—through the  next  quar- 
ter may  well  depend  on  having 
a  plentiful  supply  of  the  news  and 
information  business  feeds  on. 

The  richest  source  of  that 
precious  resource  is  Dow  Jones, 
publisher  of  the  business  world's 
newspaper  of  record.  The  Wall 
Street  Journal.  As  well  as  the  pre- 
mier provider  of  electronic  news 
and  information  to  the  business 
community,  including  its 
most  indispensable 


newswire,  the  Dow  Jones  News 
Service  (the  "Broadtape"). 

To  garner  this  valuable  intel- 
ligence, we  deploy  hundreds  of 
newsgatherers  all  over  the  wodd 
to  root  out,  analyze  and  instantly 
report  on  breaking  developments 
in  every  business  discipline  and 
industry  Then  we  serve  it  all  up  in 
a  variety  of  ways. 

Everything  from  our  five  spe- 
cialized newswires  to  The  Wall 
Street  Journal  Report  and  the  Dow 
Jones  Report  on  television  and 
radio.  From  Dowjones  News/Re- 
trieval on  your  personal  computer 
to  Facts  Delivered  on  your  fax 


machine.  From  DowPhone  and 
JournalPhone,  available  wherever 
touch-tone  phones  are  found,  to 
DowVision,  a  futuristic  corporate 
information  system  conveniently 
available  in  the  present. 

All  of  this  is  dedicated  to  the 
notion  thatyou  should  never  again 
have  to  forage  for  facts. 

Especially  in  times  like  these, 
which  rather  insistently  demand 
that  you  act  on  them. 

Dow  Jones 
Information  Services 

The  lifeblood  of  business." 


^  w 


For  more  information,  call  us  at  1-800-522-3567,  Ext.  184.  In  New  Jersey,  1-609-520-8349,  Ext.  184. 

The  Wall  Streei  Journal  isa  registered  irademark,  Dowjones  News  Service.  Dowjones  Report,  DowPhone  and  Dowjones  News/Reineval  are  registered  service  marks,  and  The  Wall  Street  Journal  Report, JournalPhone. 
DowVision  and  Facts  Delivered  are  service  marks  of  Dowjones  &.  Company,  inc  ©  \990  Dowjones  &  Company  Inc  All  Righis  Reserved 


HEALTH  CARE  I 


ALREADY,  BIG  BUSINESS' 

HEALTH  PLAN  ISN'T  FEELING  SO  HOT 


Costs  and  the  specter  of  regulation  ai'e  making  supporters  queasy 


k 
iiiii 


SOCAL  EDISON'S  SOKOLOV  (TOP)  IS  SOLD  ON  THE  PLAN,  BUT  SMALL-BUSINESS 
REP  MOTLEY  SAYS  IT  DOESN'T  SUIT  MOST  BUSINESS  OWNERS'  NEEDS 


Some  of  Corporate  America's  big- 
gest names  iiave  been  quietly 
working  on  a  national  health  in- 
surance proposal  that  would  make  most 
capitalists  blanch.  On  Nov.  12,  the  Na- 
tional Leadership  Coalition  for  Health 
Care  Reform  is  expected  to  endorse  a 
plan  that  calls  for  more  taxes,  govern- 
ment price  controls,  and  mandatory  cov- 
erage of  workers.  But  chances  that  big 
business  will  unite  behind  the  plan  seem 
to  be  slipping.  As  announcement  day  ap- 
proaches, some  corporations  are  becom- 
ing queasy — and  quitting  the  coalition. 

Few  executives  deny  the  health  care 
system  needs  fixing.  And  the  central 
role  that  Pennsylvania  Democrat  Harris 
Wof ford's  advocacy  of  national  health 
insurance  played  in  his  Nov.  5  election  to 
the  Senate  has  raised  the  issue's  political 
profile.  But  the  split  in  the  coalition  un- 
derscores business'  ambivalence.  Big 
companies  are  divided  over  what  role 
government  should  play  in  controlling 
costs  and  expanding  co\erage.  Small 
business  opposes  any  proposal  that  in- 
cludes mandated  coverage.  Tiie  coalition, 
says  John  J.  Motley  HI,  a  National  Fed- 
eration of  Independent  Business  lobby- 


ist, "does  not  represent  the 
thinking  of  the  vast  majority 
of  business  owners." 

The  National  Leadership  Coalition, 
comprising  about  60  large  companies, 
unions,  and  special  interest  groups,  be- 
gan working  toward  a  comprehensive 
proposal  in  March,  1990.  The  goal  was  a 
plan  that  would  provide  all  Americans 
with  health  coverage  and  contain  costs. 
Members  included  such  notables  as  Xe- 
rox, Lockheed,  Southwestern  Bell,  and 
General  Electric. 

HERETICAL.  According  to  a  draft  report 
obtained  by  BUSINESS  WEEK,  the  coali- 
tion will  recommend  that  all  employers 
either  provide  coverage  to  their  workers 
or  contribute  to  a  payroll  tax  that  would 
finance  a  public  health  plan  called  Pro- 
Health.  The  plan  would  cover  everybody 
with  a  minimum  package  of  benefits. 
Annual  premiums  per  family  would  start 
at  an  estimated  $3,720.  Companies  choos- 
ing to  cover  their  employees  would  pay 
at  least  80%  of  the  premiums.  Compa- 
nies choosing  not  to  join  would  pay  Pro- 
Health  a  tax  of  7%  of  their  payroll,  with 
workers  chipping  in  an  additional  1.75% 
of  pay.  The  government  would  subsi- 


dize low-  and  moderate-income  peopl 
If  that's  not  heretical  enough  for  hm 
ness,  the  plan  also  calls  for  uniform  fe( 
for  physician  and  hospital  services.  Thii 
along  with  the  employer  mandate,  wou; 
end  what's  known  as  "cost  shifting"  I: 
doctors  and  hospitals.  Hospitals  could  ij 
longer  levy  higher  fees  on  insured  c 
wealthy  patients  to  make  up  for  lowcjl 
fees  required  by  medicare  and  medicajjc 
and  for  the  free  care  given  to  patient), 
without  insurance.  "There's  no  othijip. 
way  to  guard  against  cost  shifting  thsjffl.jj, 
by  regulation,"  says  Chrysler  Corp.  loS^j 
byist  Walter  B.  Maher,  a  plan  supportet/i  ,^ 
"You  can't  do  it  with  scout's  honor." 

Chrysler,  Ford,  and  Bethlehem  Steel-fc- 
all  unionized  companies  with  staggerir 
health  care  costs — are  the  big  move: 
behind  the  plan.  Others,  such  as  Sout 
ern  California  Edison  and  Dayton  Hu 
son,  also  have  signed  on.  "It's  the  fir 
business  effort  to  put  together  som 
thing  that  is  far-ranging,"  says  SoC 
Edison  Vice-President  Jacque  J.  Sokolo 
DROPOUTS.  That's  exactly  what  scan 
some  corporations.  AT&T,  Du  Pont,  Arc  ^ 
Eastman  Kodak,  3M,  and  Burger  Kir 
have  all  dropped  out  of  tl 
coalition.  They  can't  stomac 
such  a  large  dollop  of  regul 
tion.  "Maybe  someday  w 
can  look  at  prices  and  ma: 
dates,  but  we  have  not  e: 
hausted  all  of  the  less  radic 
solutions  yet,"  says  David  ] 
Helms,  senior  benefits  co: 
sultant  at  Du  Pont  Co. 

Although  the  coalitic 
won't  present  a  united  corp 
rate  front,  its  recommend, 
tions  are  sure  to  be  taken  s 
riously  on  Capitol  Hill  next  year.  Senaftwi 
Majority  Leader  George  J.  Mitchell  (I 
Me.)  already  has  introduced  a  similar  b: 
to  mandate  insurance. 

Small-business  opposition  will  be 
hurdle  to  all  but  the  most  modest  actio: 
Nearly  300  companies  and  groups  repr 
senting  small  businesses  have  create 
their  own  coalition,  the  Healthcare  Eqij 
ty  Action  League,  to  fight  any  attem] 
to  require  employers  to  provide  cove 
age.  Small  companies  want  action  limi 
ed  to  reforms  that  would  make  it  easi( 
for  them  to  buy  group  health  coverag 
The  gap  between  big  corporations  ar 
small  business  will  be  tough  to  bridg 
Organizers  of  the  National  Leadersh: 
Coalition  had  hoped  they  at  least  cou: 
present  a  broad  front  of  large  corpor; 
tions  behind  a  single  plan.  That  dream 
fading.  The  political  debate  over  healt 
care  is  sure  to  intensify  next  year.  Ui 
less  business  finds  a  way  to  push  a  ur 
fied  approach,  it  may  miss  its  bei 
chance  to  shape  the  outcome. 

By  Swictu  B.  Garland  in  Washingto 
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If  the  other  side 
can't  convince  you  to  try 

\m  MEGACOMWATS, 
this  side  will. 

Businesses  that  spend  over  $3,000  a  month  in  outbound 
ig  distance  can  really  benefit  from  the  technology  of  AT&T 
:GACOM  WATS. 

It  gives  you  the  kind  of  transmission  quality  and  call 
:up  times  that  you  can  onlv  get  with  a  direct  digital  con- 
ctiontoAT&T 

And  now,  there's  a  way  to  make  the  T1.5  pipe,  which 
rries  the  connection,  even  better. 


we 

tmtJt 

YOU 

BACK 


AI&TMEGA  WATCH  '' 
The  ultimate  troubleshooter.' 

;  know  your  long  distance  service  is 
frying  the  lifeblood  of  your  business, 
lat's  why  we  at  AT&T  created  a  remark- 
le  new  offering  called  MEGA  WATCH. 
lis  innovative  service  includes 
hanced  surveillance  systems  and  dedicated  technical 
DDort  to  proactively  detect  and  resolve  communications 
DDlems  fast. 

We  want  you  to  switch  back  to  AT&T  So  if  you  sign 
ioxAmTMEGACOM  WATShy  December  9, 1991,  we'll 
live  installation  and  start-up  charges.  If  you  agree  to 
"erm  Plan,  we'll  give  you  a  usage  credit  equal  to  a  full 
)nth  of  service  free.^ 

And  if  you're  not  happy  for  any  reason,  we'll  reimburse 
I  cost  to  switch  you  back  to  your  previous  long  distance 
•rier.^ 

As  you  can  see,  the  reasons  you  should  come  back  to 
&T  are  clearly  black  and  white.  Call  your  AT&T  Account 
ecutive  or  1 800  247-1212,  Dept.  RY2  today  Or  send  back 
e  of  the  coupons.  Fax  it  if  you  wish  to  1  800  248-2492.  But 
rry  This  offer  expires  December  9, 1991. 

eci  to  FCC  approval  Check  availability  in  your  area    'Credit  applied  to  March  1992  bill  (February 
e)  Ceiling  of  125%  of  February  1992  bill  (January  usage)  Credit  is  available  for  usage  converted 
&Ton  a  new  MEGACOM  WATS  recording  telephone  number  from  another  IXC  service  During  the 
inths,  the  average  minimum  monthly  usage  level  must  be  $1,900  per  new  recording  number 
t  notify  AT&T  in  writing  within  ,^0  days  after  the  6-month  usage  requirement  is  fulfilled 
ibursemenl  is  for  tariffed  access  installation  costs 


If  the  other  side 
can't  convince  you  to  try 

mr MEGACOMWATS, 
this  side  will. 

Switch  back  to  AT&T  now  and  get  one  month  free. 


AT&T 


I  □ 


technology  sounds  good  to  me.  (And  I'll  also 
take  your  free  offer  before  it  expires  on  Dec.  9, 199I  .) 


Name. 
Tille- 


Company - 
Address_ 


Cliy  

Telephone  L 


.  Stale - 


-Zip. 


JL 


Current  Long  Distance  Service  

Average  Monthly  Outbound  Spending! 


Call  your  AT&T  Account  Executive  or  1  800  247-1212,  Dept.  RY2. 
Or  mail  this  coupon  to  AT&T,  PO  Box  4S038,  Jacksonville.  FL 
32232-9974,  Service  must  be  ordered  for  installation  by  1/9/92. 


□ OK,  one  month  free  sounds  good,  sign  me 
up  before  the  offer  expires  Dec.  9, 1991- 
(And  1  also  want  AM  MEGACOM*  WATS 
advanced  technology.) 

Name  

Title  

Company  

Address  

City  


.  State - 


Telephone  L 


-Zip. 


Current  Long  Distance  Service  

Average  Monthly  Outbound  Spending! 


Call  your  AT&T  Account  Kxecutiveor  1  800  iVi  mi,  Dept.  RY2. 
Or  mail  this  coupon  to  AT&T  PO  Box  4S038,  Jacksonville,  FL 
32232-9974.  Service  niiisl  be  ordered  for  installation  bv  l/9A)2 


AIRLINES I 


A  ROUGHER  ATLANTIC  CROSSING 
THAN  DELTA  BARGAINED  FOR 


Picking  up  Pan  Am's  routes  is  costing  a  bundle — and  scaring  Wall  Street 


It  was  all  in  good  fun.  But  the  sym- 
bolism was  apt  on  Nov.  1,  when  Del- 
ta Air  Lines  Inc.  President  W.  Whit- 
ley Hawkins  cut  the  ribbon  to 
inaugurate  the  new  European  service 
Delta  recently  bought  from  Pan  Am 
Corp.  Just  as  Hawkins  snipped  the  huge 
red  ribbon  wrapped  around  an  Airbus 
jet,  the  wind  whipped  across  the  tarmac 
at  New  York's  John  F.  Kennedy  Interna- 
tional Airport.  As  an  oversized  bow  top- 
pled over  on  the  assembled  officials, 
their  startled  expres- 
sions spoke  volumes: 
Is  nothing  easy 
about  expanding 
overseas? 

Wall  Street 
doesn't  think  so. 
While  nobody  doubts 
the  Atlanta-based 
carrier's  global  po- 
tential, its  expansion 
is  turning  out  to  be 
more  expensive  than 
anyone  imagined.  To 
buy  Pan  Am's  Euro- 
pean routes  and  its 
Northeast  shuttle. 
Delta  agreed  in  Au- 
gust to  fund  ongoing 
Pan  Am  losses  and 
capitalize  a  new  Pan 
Am  reorganized  to 
focus  on  Latin  Amer- 
ica. With  that  carrier  burning  through 
$2.5  million  in  cash  per  day.  Delta  has 
already  had  to  pump  in  $105  million 
more  than  expected. 
DEAD  OF  WINTER.  That's  giving  analysts 
the  shivers.  On  Nov.  5,  Helane  Becker  of 
Shearson  Lehman  Brothers  Inc.  reduced 
her  buy  recommendation  on  Delta's 
stock  to  a  hold,  helping  drive  the  stock 
below  61  from  70  on  Oct.  16.  Both  Stan- 
dard &  Poor's  Corp.  and  Moody's  Inves- 
tors Service  Inc.  have  downgraded  the 
carrier's  debt. 

Is  Wall  Street  suffering  another  case 
of  myopia?  Yes  and  no.  Given  that  rivals 
United  Airlines  Inc.  and  American  Air- 
lines Inc.  are  themselves  expanding 
headlong  overseas,  Delta  had  little 
choice  but  to  bite  when  the  Pan  Am 
routes  became  available.  Pan  Am's  Eu- 
ropean system — lacking  a  steady  feed  of 
domestic  traffic  and  fraught  with  ineffi- 
ciencies— has  long  lost  money.  But  as 


Delta  Chairman  Ronald  W.  Allen  said  in 
August:  "Give  Delta  a  chance,  0.  K."? 

But  what  will  it  cost?  Consider  first 
that  Delta  is  starting  up  its  new  Europe- 
an service  in  the  dead  of  winter,  when 
traffic  always  slows  to  a  trickle,  even  in 
strong  economic  times.  Moreover,  as  its 
revenues  stall,  Delta  is  taking  on  big 
new  costs,  such  as  training  7,000  Pan 
Am  employees.  Even  Thomas  J.  Roeck 
Jr.,  Delta's  senior  vice-president  for  fi- 
nance, admits  that  the  European  routes 


million  will  be  paid  back  on  D 

In  any  event.  Delta  will  still  have  clo; 
ties  to  Pan  Am.  To  capitalize  the  ne 
company.  Delta  has  agreed  to  pay  $f] 
million  for  45/v  of  Pan  Am's  equity  anf. 
will  provide  a  $100  million  credit  line 
will  also  hold  notes  from  Pan  Am  fc' 
$205  million,  which,  as  part  of  the  ren 
gotiated  deal,  will  sport  an  interest  rat 
boosted  from  lO'/f  to  157' .  Delta's  to 
exposure  to  Pan  Am  is  about  $1  billio 
$726  million  of  it  cash. 
TALL  ORDER.  Pan  Am's  creditors,  howe 
er,  are  already  complaining  that  the  ne 
deal  adds  $33  million  to  the  carrier's  a 
nual  costs,  and  have  asked  Delta  to  co 
sider  extracting  less  through  intere 
and  fees.  The  creditors  will  own  55' 
the  new  Pan  Am's  equity,  and  they  s 
the  payments  to  Delta  are  clouding  P 
Am's  outlook. 

Ultimately,  though,  the  new  Pan  A 


won't  spin  off  profits  until  next  summer. 

While  Europe  eventually  will  turn 
around,  however.  Delta's  ongoing  expo- 
sure to  Pan  Am  is  more  troublesome. 
Drawn  into  a  bidding  war  for  the  compa- 
ny with  Carl  Icahn's  Trans  World  Air- 
lines Inc.,  Delta  assumed  many  more  ob- 
ligations than  it  wanted  to.  And  that's 
hurting  already. 

Here's  an  example.  As  part  of  the 
original  deal.  Delta  agreed  to  fund  as 
much  as  $100  million  in  Pan  Am  losses 
under  certain  conditions  before  Dec.  3, 
when  the  airline  is  scheduled  to  emerge 
from  Chapter  11.  But  because  Pan  Am 
was  chewing  through  cash  so  voracious- 
ly. Delta  forced  Pan  Am's  creditors  to 
accept  a  new  deal  on  Oct.  22.  Delta 
agreed  to  provide  $140  million  in  cash 
for  Pan  Am  until  Dec.  3.  Assuming  the 
cash  is  all  used,  $50  million  of  it  will 
become  debt  owed  to  Delta  by  the  post- 
Chapter  11  Pan  Am.  An  additional  $40 


has  to  flourish  for  Delta  to  look  smart 
That's  a  tall  order.  Beset  with  stiff  con 
petition  from  American,  which  bough 
the  Latin  American  system  of  Easter: 
Air  Lines  Inc.  in  1989,  Pan  Am's  traffi 
in  the  region  has  been  falling  dramat 
cally  during  its  turmoil.  New  Pan  Ar 
President  Russell  L.  Ray  Jr.  says  a  re 
vamped  ad  campaign  and  passenger 
transferring  from  Delta  flights  wil 
boost  traffic  considerably  next  year.  Bu 
projections — which  concede  $87.6  millioi 
in  losses  next  year — assume  that  Pai 
Am  will  do  more  business  on  the  route 
than  it  has  in  far  better  economic  times 
There's  little  sign  that  prosperity  i 
right  around  the  corner.  Buying  thoS' 
European  routes  was  the  right  move  fo 
Delta.  But  the  cost  of  its  ambition  i| 
proving  to  be  steep  indeed. 

By  Michael  Oneal  in  New  York,  wit  j 
Chuck  Hawkins  in  Atlanta  and  Gaif 
De George  in  Miami 
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Almost  two  out  of  every  three  Americans  who 
work,  work  in  an  office. 

And  they're  caught  in  a  squeeze. 

Offices  have  fewer  people  to  work  with  because 
of  lay-offs.  Tighter  budgets  to  work  on  because  of 
cutbacks.  And  tougher  competition  to  work  against 


WniEliOWA 
NKHE  PLAYER. 

FORrUNATELY 
OVER  67000,000 
PEOPLE  WORK 
<    IN  OUR  NICHE 


< 


because  of  the  globalization  of 
the  workplace. 

The  challenge  facing  over 
67000,000  white-collar 
Americans  is  to  do  more 
work  faster  and  with  fewer 


resources. 
How  can  this  be  done? 
We  call  it  OFFICE  2000, 

A  leading  aerospace  firm 
reduced  the  paperwork  in 
its  manufacturing  process 
by  90%. 
A  major  pharmaceutical 
company  once  needed  5 
to  7  days  to  turn  around 
incoming  field  marketing  data. 
Now,  it  processes  and 
disseminates  that  information  instantaneously 
on  a  worldwide  basis. 

A  government  organization  found  that  up  to 
25%  of  its  files  were  inaccessible,  misfiled  or  lost 
when  needed.  Now,  100%  of  its  information  is 
immediately  available  to  all  users. 

OFFICE  2000  offers  a  new  way  for  people  and 
technology  to  work  together  in  the  office. 

With  you  as  a  full  partner  in  the  process, 
OFFICE  2000  redesigns  the  way  work  is  organized 
in  your  office.  Then  seamlessly  links  your  people, 
departments,  offices  and  information  in  one  system 
using  Wang  Imaging. 

So,  if  these  challenges  sound  familiar  our 
niche  is  your  office. 


ma  OFFICESTHATWORK 


n 
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WHICH  NAMES 
MEAN  QUALITY? 

Accountants  Grant  Thornton 
recently  asked  250  American 
executives:  "When  you  think 
of  U.S.  manufacturers  with  top 
quality  standards,  which  one 
company  comes  to  mind?" 
Listed  below  are  those  most 
frequently  mentioned  One 
word  of  caution,  though: 
"None"  got  more  mentions 
than  IBM  Hid 


4.  HEWLEH-PACKARD 


6.  XEROX 


8.  GENERAL  ELECTRIC 


10.  APPLE  COMPUTER 


DATA:  G8ANI  THORNTON  SURVEY  OF  AMERIUN  MANUFAOURERS 


WEDDING  PIANS 
FOR  BA  AND  KLM 


►  The  next  blockbuster  airline 
deal  could  happen  in  Europe. 
According  to  a  high  official  at 
a  major  U.  S.  airline,  British 
Airways  and  the  Netherlands' 
KLM  are  set  to  notify  Europe- 
an Community  antitrust  au- 
thorities on  Nov.  12  that  they 
plan  to  merge.  Both  compa- 
nies have  been  lobbying  the 
17-member  commission,  and 
at  this  point,  they  appear  to 
have  nine  votes.  Even  if  the 
EC  frowns  on  the  deal,  BA  and 
KLM  may  still  agree  to  cooper- 
ate closely. 

A  merger  would  create  a 
carrier  with  a  large  U.  S.  pres- 
ence. Assuming  that  BA  and 
KLM  end  up  with  equity  in 
Northwest  and  Continental, 
the  combined  ba-KLM  would 
have  hubs  in  Minneapolis,  De- 
troit, and  Newark. 


DEC  AND  MICROSOFT 
DO  WINDOWS 


►  While  they  won't  go  as  far 
as  IBM  and  Apple  Computer 
have,  Microsoft  and  Digital 
Equipment  are  cozying  up. 


On  Nov.  18,  the  computer 
maker  and  the  software  giant 
are  expected  to  unveil  impor- 
tant new  software  for  Micro- 
soft's popular  Windows 
graphics  system,  say  sources 
close  to  both  companies. 

Specifically,  DEC  is  expected 
to  introduce  a  Windows  ver- 
sion of  its  All-in-1  office  soft- 
ware, which  combines  elec- 
tronic mail,  graphics,  word 
processing,  and  calendar  pro- 
grams. In  addition,  DEC  plans 
to  incorporate  Windows  into 
its  latest  high-powered  per- 
sonal computers.  Overall,  the 
deal  should  strengthen  both 
companies  against  IBM. 


THE  FLY  THAT'S  EATING 
CALIFORNIA 


►  California's  $18  billion  farm 
sector,  already  beset  by 
drought  and  a  lackluster  econ- 
omy, faces  another  crippling 
foe.  The  poinsettia  whitefly,  a 
two-millimeter-long  pest  that 
threatens  to  do  more  damage 
than  even  the  state's  notori- 
ous medfly,  is  already  munch- 
ing its  way  through  the  Impe- 
rial Valley.  And  as  known 
pesticides  prove  useless 
against  it,  the  voracious  bug 
is  spreading  northward  from 
the  state's  southern  border. 
California  officials  worry  that 
the  insect  will  soon  land  in  the 
vast  San  Joaquin  Valley,  the 
state's  agricultural  center. 

Figuring  that  the  whitefly 
will  i-eturn  to  Imperial  County 
next  summer,  farmers  are 


THEY  DON'T  SHOOT  HORSES,  DO  THEY? 


It's  not  easy  having  a  social  con- 
science in  Hollywood.  Case  in 
point:  Richard  Donner,  director 
of  the  two  Lethal  Weapon 
blockbusters  for  Warner  Bros. 
Just  before  he  started  the  cam- 
eras rolling  on  Lethal  Weapon 
III — like  its  predecessors  a 
blood-splattered  buddy  flick — 
animal-rights  activist  Donner 
learned  that  General  Motors 
routinely  kills  small  animals  as 
part  of  its  safety-testing  program.  The  director  promptl 
banned  the  use  of  any  GM  cars  in  his  movie. 

GM  then  pointed  out  to  the  auteur  that  Ford  and  Chrysle|' 
share  data  from  gm's  bunny-smashing  research.  "That  left  u; 
with  the  prospect  of  only  using  foreign  cars,"  says  Donner' 
press  agent.  Donner  backed  down  and  will  use  GM  autos.  Bu 
he's  hardly  happy.  "We  still  intend  to  make  our  views  know 
on  the  subject,"  says  the  spokesman.  Does  that  mean  Me 
Gibson  might  blow  away  a  lab  technician  in  the  next  sequel 


talking  about  cutting  off  all 
irrigation.  They  might  be  will- 
ing to  lose  a  year's  crops  if 
they  could  kill  off  the  bug. 


FIRST  EXECUTIVE 

IS  STILL  UP  FOR  GRABS 


►  The  First  Executive  saga 
continues.  After  a  two-week 
struggle  to  line  up  industry 
backers,  an  organization  rep- 
resenting state  insurance 
guaranty  funds  has  lost  out  in 
its  bid  for  the  failed  life  insur- 
er. At  a  Nov.  6  press  confer- 
ence, California  Insurance 
Commissioner  John  Gara- 
mendi  dismissed  the  organiza- 
tion's offer,  which  was  backed 


by  a  $1  billion  line  of  credi 
amassed  by  20  large  insurers 
Garamendi  maintained  tha 
the  capital  could  not  safe 
ly  cover  First  Executive' 
liabilities. 

Garamendi's  action  coul 
attract  sweetened  offers  fron 
French  insurer  Altus  Finana 
and  San  Francisco  investmen 
bankers  Hellman  &  Friedman 
Both  bid  previously  and  hav( 
until  Nov.  11  to  file  new  of 
fers  with  Garamendi. 


IBM  IS  GUILTY  OF 
AGE  DISCRIMINATION 


►  IBM  dodged  a  bullet  when  j 
federal  jury  on  Nov.  6  refusec 
to  award  punitive  damages  t( 
a  former  systems  engineei 
who  charged  that  the  compa' 
ny  had  forced  him  to  take  ear 
ly  retirement  in  1987.  But  tw( 
days  earlier,  the  same  jury  ir 
U.  S.  District  Court  in  Tren 
ton,  N.  J.,  found  IBM  guilty  ol 
age  discrimination  and  award 
ed  the  engineer,  Richarc 
Rathemacher,  $315,000  ir 
back  pay. 

Rathemacher  claimed  that 
he  signed  up  for  an  early 
retirement  plan  only  after  IBK 
stripped  him  of  his  title  anc 
duties.  IBM  insists  it  treatec 
Rathemacher  "fairly"  and  is 
mulling  whether  to  appeal  th£ 
discrimination  verdict. 
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Now,  for  the  first  time,  there  are  guaranty  associations 
in  every  state  and  Puerto  Rico  to  cover  most  life 
and  health  insurance  policies  and  annuities.  The 
associations  were  all  created  by  state  law,  and 
every  company  licensed  to  write  business  in  that 
state  participates.  If  a  member  company  gets  in 
financial  trouble,  other  companies  writing  the  same 
lines  of  business  are  assessed  funds  to  help  fulfill 
that  company's  commitments. 

Although  specific  coverage  may  vary  from  state  to 
state,  most  basic  life  and  health  insurance  policies  and 
annuities  are  covered  by  the  guaranty  associations. 
They  have  the  resources  to  help  make  sure  basic 
policyholder  benefits  are  secure.  Naturally, 


coverage  for  some  products  purchased  by  more 
sophisticated  investors  is  generally  less 
comprehensive. 

The  fact  that  life  insurers  have  to  help  pay  for  the 
mistakes  of  other  companies  gives  them  a  powerful 
incentive  to  maintain  the  financial  strength  of  the 
industry.  And  in  the  few  cases  where  a  company 
does  get  in  serious  financial  difficulty,  regulators 
often  take  control  while  the  company  can  still  meet 
its  liabilities. 

To  learn  more  about  how  we  protect  our 
commitments  to  you,  write  to  us  for  our  free 
brochure  on  how  guaranty  associations  work. 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  D  C.  20004-2599 
ATTENTION:  Company  Services 


In  an  effort  to  change  with 
the  times,  many  computer 
companies  are  trymg  to  open 
their  systems. 

At  Digital,  our  systems 
are  already  open.  So  we  can 
concentrate  on  opening  your 
system.  To  the  point  where  we 
can  give  you  the  freedom  to 
choose  the  best  applications 
and  solutions  for  your  needs. 
Whether  those  solutions  come 
from  us  or  someone  else. 


What  makes  th  is  possi- 
ble  is  our  Network  Appli- 
cation Support  (NAS).  A 
comprehensive  implementa- 
tion of  standards,  NAS  actu- 
ally enables  you  to  integrate 
applications  across  a  multi- 
vendor  networked  environ- 
ment, protecting  them  from 
the  differences  between 
manufacturers. 

For  example,  the  graphic 
created  on  an  Apple®,  the 
spreadsheet  done  using  MS- 
DOS^''  on  a  PC,  the  design 
drawn  on  a  UNIX®  worksta- 


AS  FRO 


D  I  G  I 


©  DIGITAL  EQUIPMENT  CORPORATION  1991,  THE  DIGITAL  LOGO  AND  VAX  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPORATION. 
APPLE  IS  A  REGISTERED  TRADEMARK  OF  APPLE  COMPUTER,  INC 


)n,  the  documentation  gener- 
ed  on  a  VAX'^'  system,  and 
e  data  stored  on  an  IBM^^ 
alnframe  can  be  exchanged 
nong  apphcations  and  even 
imbined  to  work  withm  the 
me  application. 

The  Integration  brought 
rth  bv  NAS   is  further 


enhanced  by  our  open  serv- 
ices. From  work  group  to 
enterprise,  we  provide  com- 
prehensive multi-vendor  sup- 
port -  training,  installation, 
service,  everything  -  for  more 
than  8,000  hardware  and 
software  products  from  over 
800  vendors. 


Th  rough  our  open  serv- 
ices and  the  openness  of 
NAS,  we  protect  your  past 
investments  and  give  you  a 
powerful  advantage  for  future 
growth.  And  for  any  company 
that  uses  a  computer,  that's  a 
change  for 
the  better. 


SDIDGID 


fHE  OPEN  ADVANTAGE. 


MS-DOS  IS  A  TRADEMARK  Of  MICROSOFT  CORPORATION.  UNIX  IS  A  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES.  INC. 
IBM  IS  A  REGISTERED  TRADEMARK  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION. 


OK.  Let's  get  down  to  business."  Funny  how  the  two  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable  j 
chunk  of  your  cash  (low  in  a  new  phone  system,  you  might  fail  to  see  the  humor.  Which  is  why  you  should  know  about  CentraNet" 
service  from  GTE.  With  CentraNet;  you  get  all  the  features  and  flexibility  of  the  most  sophisticated  business  telephone  system,  with- 
out a  large  capital  outlay.  So  there's  no  nsk  of  buying  too  much  system,  or  too  little.  In  fact,  there's  hardly  a  risk  at  all.  Because  every 
thing  you  need  for  CentraNet*  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
anytime.  For  example,  if  you  have  an  office  in  one  location  and  expand  to  another,  you  can  connect  the  two  without  incurring  any 
additional  expenses.  Call  us  at  1-800-462-6000.  Because  you  do  have  a  choice.  Go  with  ^^^^^^^^^^^J  Or  go  with  the  flow. 


Why  pour  money  down  either  one? 


C  enirdNet    i\  a  registered  service  mark  o(  GTh  (Y»rporalion  CentraNet    service  is  available  in  most  area 


THE  POWER  IS  ON 
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HEAP  SHOTS  AND  CHEAP  TALK': 
9NGRESS  WRAPS  UP  A  YEAR  TO  FORGET 


jongress  usually  closes  its  year  in  a  burst  of  activity, 
ending  months  of  quarrelsome  dawdling  with  a  rush  to 
Iwrap  up  unfinished  business.  But  as  lawmakers  head  for 
e-Thanksgiving  adjournment,  they  are  looking  toward  an 
.tisfying  end  to  an  ugly  and  unproductive  session, 
iving  locked  themselves  into  a  fiscal  straitjacket  with  the 
budget  agreement,  Democratic  leaders  and  President 
1  had  talked  of  putting  aside  partisan  differences  to  take 
ig  tasks:  modernize  creaky  laws  regulating  financial  ser- 

revamp  energy  policy  and  transporta- 
program.s,  and  grapple  with  reform  of 
:h  care  and  education.  But  the  glow 
d  quickly  as  the  parties  went  for  the 
<  partisan  thrust.  Carleton  College  po- 
,1  scientist  Steven  E.  Schier  says  Con- 
s  fell  all  over  itself  with  "cheap  shots 
cheap  talk.  On  most  issues,  the  mem- 
battled  themselves  to  a  draw." 
[SLAPPING.  Democrats  are  congratulat- 
hemselves  for  recent  victories  over  the 
inistration.  A  yearlong  effort  by  Trea- 
Secretary  Nicholas  F.  Brady  to  give 
;s  broad  new  powers  went  down  in 
es  in  the  House  on  Nov.  4  (page  122). 
servation-minded  Senate  Democrats 
ced  consideration  of  an  energy  bill  mod- 
on  the  President's  strategy.  After  two 
s  of  vicious  combat.  Democrats  won 
ptance  of  civil  rights  legislation  that  closely  resembles  the 
5ure  Bush  had  denounced  as  a  "quota  bill."  They  forced 
White  House  to  seek  compromise  over  added  benefits  for 
long-term  unemployed.  And  Senate  Majority  Leader 
•ge  J.  Mitchell  (D-Me.),  perhaps  the  Democrats'  most  effec- 
strategist,  kept  Bush's  capital-gains  tax  cut  bottled  up. 
ir  his  part,  the  President  extended  his  string  of  successful 
3S  to  23.  He  began  the  year  with  a  major  victory,  when 
^ress  narrowly  voted  to  authorize  the  use  of  force  in  the 
ian  Gulf.  And  the  Bush  Administration  overcame  obsta- 


SENATE  MAJORITY  LEADER  MITCHELL 


cles  to  get  two  embattled  nominees  confirmed:  Clarence  Thom- 
as to  the  Supreme  Court  and  Robert  M.  Gates  as  director  of 
central  intelligence. 

But  these  partisan  triumphs  for  either  side  ring  hollow.  As 
members  head  home  until  January,  they  shouldn't  expect  ku- 
dos for  scoring  points  on  bank  reform.  More  likely,  voters  will 
wonder  what  happened  to  talk  of  a  middle-class  tax  cut,  prom- 
ises to  make  health  care  more  affordable,  or  solemn  oaths  to 
clean  up  the  way  campaigns  are  financed.  Debate  over  crime 
and  drugs — two  of  the  issues  that  matter 
most  to  voters — is  endless,  but  the  prob- 
lems only  get  worse.  "There's  a  mismatch 
between  the  short-term  focus  of  Congress 
and  the  long-term  problems  facing  the 
country,"  laments  Representative  Willis  D. 
Gradison  (R-Ohio). 

EMPTY  PROMISES.  Even  so  mundane  an  is- 
sue as  renewal  of  the  highway  and  mass- 
transit  programs  has  gotten  bogged  down 
in  disputes  between  the  House  and  Senate 
and  probably  won't  be  completed  until  next 
year.  And  the  big  promise  of  1991 — that  the 
budget  agreement  would  cut  the  deficit — 
also  turned  out  to  be  empty.  Thomas  E. 
Mann  of  the  Brookings  Institution  says  vot- 
ers "are  very  receptive  to  criticism  of  Con- 
gress as  an  institution  when  they  see  defi- 
cits growing  and  their  own  wages  falling." 


Lawmakers  will  wind  up  the  session  by  taking  care  of  some 
essential  business — infusing  capital  into  the  Bank  Insurance 
Fund  and  the  thrift  cleanup  and  passing  a  handful  of  spending 
bills.  And  the  year  wouldn't  be  complete  without  one  more 
wrenching  debate  over  abortion,  this  time  on  a  bill  allowing 
family-planning  clinics  to  counsel  patients  on  ending  pregnan- 
cies. What  voters  are  likely  to  remember,  though,  is  the  Sen- 
ate's midnight  pay  raise  and  the  House's  bounced  checks. 
Members  can  only  be  grateful  that  elections  aren't  until  1992. 

Bi/  Paula  Dwi/cr 


ITAL  WRAPUPI 
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'he  White  House  is  beginning  to 
take  health  care  seriously  as  a  po- 
;al  challenge.  Some  strategists,  urg- 
a  wait-and-see  approach,  had  hoped 
put  off  presenting  an  Administra- 
1  plan  until  after  the  1992  election, 
t  with  Democrats  scoring  points  on 
issue,  Budget  Director  Richard  G. 
rman  is  arguing  that  President 
sh  should  be  ready  to  trot  out  his 
n  plan  during  the  upcoming  cam- 
gn.  Now  all  he  needs  is  a  proposal, 
rman  is  working  with  Wharton 
lool  economist  Mark  V.  Pauly  to 
.ft  one.  Pauly  favors  a  tax-based  ap- 
tach:  Individuals,  not  employers, 


would  be  required  to  buy  insurance. 
But  low-  and  middle-income  families 
would  get  a  tax  credit  for  their  pay- 
ments— and  a  check  from  the  govern- 
ment if  the  cost  exceeded  their  tax  bill. 

PEOPLE  

Admiral  Jonathan  T.  Howe  is  the 
front-runner  for  the  No.  2  job  at 
the  National  Security  Council,  vacated 
when  Robert  M.  Gates  was  confirmed 
as  director  of  central  intelligence  on 
Nov.  5.  Howe,  56,  is  commander-in- 
chief  of  U.  S.  naval  forces  in  Europe 
and  once  served  as  a  military  aide  to 
Henry  A.  Kissinger  at  the  NSC  and  as 
director  of  political  and  military  affairs 
at  the  State  Dept. 


CIVIL  RIGHTS 


B; 


'  usmess  is  already  unhappy  with 
k'ompromise  civil  rights  legislation 
now_  rushing  through  Congress.  But 
worse  may  lie  ahead.  Large  employers, 
fearing  a  wave  of  lawsuits,  feel  that 
the  proposed  $300,000  cap  on  damages 
for  victims  of  sexual  discrimination  is 
too  high.  But  only  a  last-minute  deal  in 
the  Senate  prevented  a  move  to  elimi- 
nate the  caps  entirely.  Senator  Tim 
Wirth  (D-Colo.)  agreed  to  hold  off  on 
an  amendment  supported  by  women's 
groups.  In  exchange.  Senate  Majority 
Leader  George  J.  Mitchell  promised  a 
separate  vote  next  year  on  legislation 
lifting  the  ceiling. 
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THE  "FEV,"  OR  FUTURE  ELECTRIC  VEHICLE:  NISSAN  IS  INVESTING  HEAVILY  TO  GET  THIS  PROTOTYPE  TO  MARKET  WITHIN  FOUR  TO  FIVE  YEARS 


JAPAN  IS  CUTTING  BACK, 

BUT  NOT  ALONG  THE  CUTTING  EDGE 


lery 
plan 

in 

ill.  ft 


While  the  days  of  easy  money  are  gone,  companies  still  keep  the  yen  flowing  to  product  developmer 


k 

(Till'! 


Atsushi  Muramatsu  is  finding  it 
liard  keeping  his  colleagues  off 
his  back.  As  Nissan  Motor  Co.'s 
finance  director,  his  job  is  to  wade 
through  capital  spending  requests  and 
keep  this  year's  budget  at  $2  billion, 
down  187(  from  last  year.  "I'm  trying  to 
stall  everyone,"  he  says,  especially  those 
asking  for  things  such  as  new  office  air- 
conditioning  and  remodeling. 

But  Nissan  is  far  from  stingy  when  it 
comes  to  seeking  future  business.  "We 
will  defer  some  capital  investment  but 
not  when  it  comes  to  product  develop- 
ment or  environment-related  technol- 
ogy," says  Nissan  President  Yutaka 
Kume.  For  example,  he  is  charging  up 
investment  in  electric-car  and  battery  re- 
search, including  the  FEV,  or  future  elec- 
tric vehicle,  on  display  at  the  Tokyo  In- 
ternational Motor  Show  this  month.  He 
hopes  the  FEV  will  be  on  the  market 
within  four  to  five  years. 

Across  Japan,  executives  are  making 
the  same  tough  decisions.  After  several 
years  of  fat  increases  in  capital  spend- 
ing, they  are  now  headed  for  a  second 


year  of  leaner  times  (chart).  An  econom- 
ic slowdown  and  tight  money  are  forcing 
corporations  to  become  increasingly  se- 
lective about  how  they  use  their  money. 
'KNOCKDOWN  PRICES.'  But  from  autos  to 
electronics,  Japanese  companies  are  con- 
tinuing to  funnel  resources  toward  cre- 
ating new  products.  The  goal:  to  come 
out  of  the  slump  as  competitive  as  ever 
with  snazzy  devices  such  as  Nissan's  fin- 
gerprint-reading systems  that  lock  and 
unlock  car  doors  by  reading  registered 
prints.  The  likely  outcome  is  that  U.  S. 
rivals  will  be  hard- 
pressed  to  keep  up  with 
the  Japanese.  "They'll  be 
back  on  the  attack  with 
knockout  new  products 
at  knockdown  new- 
prices,"  says  Kenneth  S. 
Courtis,  economist  with 
Deutsche  Bank  in  Tokyo. 

The  electronics  indus- 
try is  putting  its  money 
where  it  matters  most — 
in  cutting-edge  technol- 
ogy. Although  Toshiba 
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0*14;  S.G.  WARBURG  SECURITIES  (JAPAN)  INC 


Corp.'s  profits  sank  627'  in  the  fir 
half,  the  company  is  moving  ahead  wi 
major  investments  in  advanced  integrg  wi  t 
ed  circuits.  Of  the  $480  million  th; 
Toshiba  has  earmarked  for  new  resean 
and  development  equipment  and  tl  Jrap 
$2.15  billion  set  aside  for  R&D  progran 
this  year,  a  major  chunk  will  go  towai  taller 
the  new  chips.  Toshiba  engineers  a:  ?  Cc 
now  designing  memory  cells  for  a  sti 
theoretical  one-gigabit  memory  chip, 
device  that  will  hold  a  billion  pieces  (  H 
information.  The  target  date  to  hit  tl 
market:  the  year  2000. 

Fujitsu  Ltd.  may  ha^|o^ert 
posted  a  31.5%  profit  d 
cline  for  the  fiscal  hal 
year  ended  Sept.  30,  bi 
it's  plowing  ahead  wit 
new  technologies,  too 
recently  opened  a  $ 
million  production  line  t 
make  integrated  circuil 
out  of  gallium  arsenide, 
new  material  that  is  fasSii 
er  and  more  energy-eflj  ; 
cient  than   silicon.  Ad 


ipsm 
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non  Inc.  will  keep  pumping  money 
3  new  flat-panel  display  screens  to  be 
!d  in  desktop  publishing  by  next  year. 
?o  keep  the  funds  flowing  into  prod- 
,  development,  Toshiba,  Hitachi,  NEC, 
1  other  chipmakers  are  tightening 
ir  belts  in  other  areas.  The  industry 
;  carried  away  in  the  easy-money  days 
the  1980s.  Now,  it's  stuck  with  excess 
lacity.  Companies  poured  money  into 
iduction  lines  for  4-megabit  r)R.\.M 
ps,  but  a  poor  market  for  personal 
nputers  overseas  is  keeping  demand 
and  prices  have  sunk  337<,  to  about 
I  per  chip  since  April.  Hitachi  Ltd.  cut 
3  year's  capital  spending  on  integrat- 
circuits  by  189',  to  $692  million.  To- 
ba  is  delaying  the  opening  of  a  $770 
lion  plant  for  4-  and  16-megabit  DPiAM 
ps  in  central  Japan  by  at  least  six 
nths.  And  analysts  say  Mitsubishi 
■ctric  Corp.  will  be  forced  to  delay 
rting  up  the  second  4-megabit  line  at 
new  Saijo  plant. 

IDY  ROBOTS.  After  years  of  investing 
ire  sums  in  new  equipment,  many 
npanies  now  hope  to  ride  out  the 
rm.  Sony  Corp.  hints  that  it  will  soon 

its  $3.4  billion  capital  spending  bud- 
;  by  107'  to  20%  for  next  year.  But 
!n  with  less  new  investment  than  in 

past,  "they  can  coast  for  three  to 
ir  years  on  what  they've  got,"  says 
ris  Pasterik,  an  analyst  with  Barclays 
Zoete  Wedd  Securities  (Japan), 
similarly,  most  auto  and  electric  ma- 
nery  companies  have  highly  automat- 
plants  and  facilities.  "The  best  robots 
'  in  place  and  ready,"  says  Jesper 
11,  economist  with  S.  G.  Warburg  Se- 
•ities  (Japan)  Inc.  Despite  a  six-month 
mp  in  auto  sales,  Toyota  and  Nissan 
1  both  open  assembly  plants  next 
■ing  in  Kyushu.  Mazda  is  completing  a 
V  factory  near  Hiroshima.  "We've  fin- 
ed the  capacity  spending  we  need," 
's  Takashi  Matsuda,  managing  fi- 
ice  director  for  Honda.  His  company 
.  capital  spending  by  22%. 
Sucking  the  trend,  many  large-scale 
ailers  are  boosting  their  spending.  Ni- 
i  Co.,  a  major  supermarket  chain, 
ked  up  this  year's  capital  expenditure 
ns  22%  over  their  original  forecast  of 
)4  million.  Buoyed  by  recent  moves 
vavd  deregulation,  retail  chains  are 
3anding:  They're  buying  and  leasing 
)perty,  building  new  stores,  and  even 
:omating.  To  keep  up  with  demand, 
)an's  nine  electric  power  companies 
1  also  spend  a  record  $31  billion  to 
?rade  and  build  plants  next  year, 
[here's  no  question  that  overall  busi- 
;s-investment  growth  rates  will  wal- 
f  for  another  year  or  so.  But  to  as- 
Tie  they'll  stay  there,  notes  Warburg's 
11,  "is  silly."  Even  while  spending  is 
Nn,  Japanese  companies  are  busy 
irpening  their  edge. 

By  Karen  Lowry  Miller  in  Tokyo 


RUSSIA  I 


WHAT'S  A  NICE  REAL  ESTATE  BOOM 
DOING  IN  A  PLACE  LIKE  MOSCOW? 


In  one  of  the  few  games  in  town,  apartment  and  office  prices  soar 


oscow,  of  all  places,  has  sud- 
denly become  one  of  the 
1  world's  hottest  real  estate  mar- 
kets. As  inflation  soars  and  the  ruble 
crumbles,  Russians  are  looking  to  real 
estate  to  cushion  the  blow.  It's  a  tricky 
game  because  of  confusing  property 
laws,  but  demand  is  growing,  particular- 
ly from  Western  companies  desperate 
for  offices  and  apartments.  Says  Andrei 
A.  Stroyev,  chairman  of  Perestroika  .JV, 
a  three-year-old  construction  venture: 
"There's  a  huge  market  just  beginning." 

Prices  tell  the  story.  Apartments 
bought  a  year  ago  in  private  deals  for 


LIVE  LIKE  CAPimiSTl 

Kremlin  Vu,5-Rooms, 
1  Parquet  iloors,  Near  food  lines, 

^      Recently  de-bugged 
UoQchesM^D  microphones^ 

Contocf.SoshQ 


on  a  boom  in  Moscow  property.  It  has 
plowed  big  ruble  profits  from  its  two- 
year-old  Pushkin  Square  restaurant  into 
a  brand-new  12-story  downtown  office 
building  that  has  already  been  60% 
leased  to  dollar-paying  foreigners. 

Fueling  the  residential  market  is  the 
increase  in  emigration.  Despite  a  taboo 
on  holding  land,  apartment  ownership 
has  been  allowed  for  years.  But  since 
emigres  may  only  take  with  them  a  tiny 
sum  of  hard  currency,  they  beat  the  sys- 
tem by  selling  their  apartments  to  for- 
eigners and  arranging  to  have  hard  cur- 
rency deposited  in  foreign  accounts. 

The  market  explosion  recently  got  an 
extra  boost  when  Moscow  began  allow- 
ing residents  to  assume  ownership  of 
the  state  apartments  in  which  they  live. 


20,000  rubles— about  $350  at  black-mar- 
ket rates — now  go  for  $20,000.  Coveted 
one-  or  two-bedroom  apartments  in  cen- 
tral Moscow  sell  for  as  much  as  $50,000. 
In  the  six  months  since  the  Moscow  City 
Council  began  holding  property  auctions, 
prices  have  soared  as  high  as  5.5  million 
rubles — or  about  $100,000  at  black  mar- 
ket rates — for  a  three-room  apartment. 
Konstantin  Davidov,  manager  of  Nest 
International  Ltd.,  a  new  Moscow  real 
estate  brokerage,  says  apartment  rents 
may  soon  rival  New  York's. 
LEASE  SHOCK.  Commercial  rents  already 
do.  In  the  past  year,  Perestroika  JV  has 
raised  its  average  office  rental  fee  from 
$65  to  $85  a  square  foot — more  than  tri- 
ple the  New  York  rate.  Reallnvest  MMI, 
owned  by  Chicago's  Hugh  McCaffery 
and  the  joint  venture  Dialog,  says  rents 
climb  almost  daily  at  the  offices  it  leases 
from  the  Moscow  City  Council  and  reno- 
vated. Even  McDonald's  Corp.  is  betting 


Now,  many  retirees  are  moving  in  with 
their  children  so  that  they  can  sell  or 
rent  their  apartments  for  cash,  most  of 
it  dollars  from  the  booming  black  mar- 
ket. Others,  such  as  a  32-year-old  actress 
who  earns  250  rubles  a  month,  are  snap- 
ping up  second  apartments  with  their 
savings  to  rent  out  for  extra  revenue.  "I 
need  to  find  a  way  to  make  money  so  I 
can  feed  my  son,"  she  says. 

Like  real  estate  everywhere,  the  Mos- 
cow market  has  its  seamy  side.  Some 
Muscovites  are  showing  signs  of  racism, 
demanding  that  dark-skinned  Armenians 
or  Azerbaijanis  be  prevented  by  law 
from  speculating  in  Moscow  real  estate. 
Shady  types  are  working  scams,  such  as 
charging  big  sums  just  to  show  a  flat. 
One  way  or  another,  Muscovites  are 
showing  they  can  hold  their  own  in  one 
of  capitalism's  toughest  arenas. 

By  Rose  Brady  and  Deborah  Stead  in 
Moscow 


NATIONAL  BUSINESS 


BUSINESS  WEEK/NOVEMBER  18,  1991  59 


It^  the  tenth  anniversary  of  the  TBM  Pd.j 

But  you  get  all  the  present;. 


UDIISlHT 


we're  celebrating;. 


Oh,  we  shouldn't  have.  But  we  did.  Right  ri 
\nd  vou  will  too  when  you  se 
le  [)resents  we  have  for  you. 

Cash  back  on  powerful  PS/2  "  s.  Now  you  can 

get  i386^'^  SX  power  and  more — up  to  $200  bac 
on  the  PS/2  Mod(>ls  .Sf)  SX  and  40  SX  with  the 
purchase  ol  an  IBM  operating  system. 

Bonus  software  packages.  Buv  selected  PS/2s 
and  an  IBM  operating  system,  and  you'll  get  $7 
worth  ol  exciting,  easy-to-use  software  that's  gn  4' 
for  vour  business.  Fhere's  Quicken'"'  Financial  Ps 
for  complete  f  inancial  management.  LotusWork 
with  integrated  spreadsheet,  word  processing, 
database  and  other  capabilities.  Express 


for  professional  desktop  publishing. 


\nd  a  voucher  for  the  popular  Turbo  Tax,®  a 


preparation  packagt 


or  the  19Q1  tax  vear.  Plus 
special  startup  diskette  that  guides  you  through 
the  installation  and  use  ol  your  new  software. 

Two  operating 
systems.  No  charge 
When  you  buy  tlie  PS/i 
Model  57  SX.  we'll  give 
you  IBM  DOS  5.0  at  nc 
extra  charge,  plus  a  vouch  iiSi 
oratreecoj)yofOS/2®2 
Coming  out  soon,  OS/2  2 
will  be  our  most  versatile 
operating  svstem. 

The  best  trade  you  ever  made.  Tra 
in  selected  computers  from  IBM,  App 
and  ( iompaq and  vou 
the  price  of  your  new  I BM  PS/2.  Help  u 
celel»rate.  And  take  home  the  presents 
Now  through 
December  31st, 
see  your  par- 
ticipating IBM 
Business  Partner. 
For  the  one 
nearest  you,  call 
1 800  942- 4 -IBM. 
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IBM  DOS  Of  OS/2  operating  systems  only  Bonus  application  software  requires  640  KB  memory  and  a  fixed  disk  drive 
Express  Publistier  requires  IBM  or  IBM  compatible  mouse  Offer  valid  in  USA  only  wtiile  supplies  last  Software  value  based 
on  M  S  R  P  See  your  IBM  Autfiorized  Business  Partner  for  details  IBM,  OS/2  and  PS/2  are  registered  trademarks  of 
International  Business  Mactiines  Corporation  Charles  Ctiaplin©  Bubbles,  Inc  S  A  1991  represented  by  BlissHouse,lnc  , 
Springfield,  MA  01 103  The  trademarks  are '"  wned  as  follows  Quicken,  Intuit  Inc  ;LotusWorks,  Lotus  Development  Corporation, 
TurboTax,  Chipsoft  Inc.  Express  Publisher.  Power  Upi  Software  Corporation.  386,  Intel  Corporation,  Compaq, 
Compaq  Computer  Corporation.  Apple,  Apple  Computer  Corporation  ©  1991  IBM  Corp 
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iternational  Outloo 


EDITED  BY  STANLEY  REED 


AN  JOHN  MAJOR  KEEP  PLAYING 
OTH  SIDES  OF  THE  CHANNEL? 


n  late  November,  a  year  after  Margaret  Thatcher's  shock- 
ing resignation  as  Prime  Minister,  her  successor,  John 
Major,  will  give  an  address  in  the  House  of  Commons  that 
Id  seal  his  own  political  fate.  At  the  end  of  a  two-day 
ate  on  Britain's  role  in  Europe — a  subject  that  helped  bring 
•n  the  Iron  Lady — Major  is  expected  to  spell  out  his  person- 
ision  of  British  relations  with  the  Continent. 

0  far.  Major's  smooth  negotiating  has  mollified  his  Europe- 
counterparts  and  his  Conservative  Party 
eagues  at  home.  But  with  a  crucial  Euro- 
n  summit  looming  on  Dec.  9-10  at  Maas- 
ht  in  the  Netherlands,  and  an  unofficial 
tion  campaign  under  way,  he  faces  daunt- 
challenges.  At  issue  is  not  just  whether 
;ain  becomes  a  fully  paid-up  member  ol' 
■ope — too  complex  a  question  for  most  vot- 
— but  also  whether  Major  can  exert  firm 
trol  over  his  own  party  and  avoid  a  fatal 
.  "The  government  must  lead  on  this," 
5  pro-European  Tory  MP  Hugh  Dykes,  who 
sn't  think  Major  can  afford  to  dance 
and  the  question  anymore, 
ides  say  Major  may  burnish  his  European 
lentials  by  agreeing  to  a  treaty  on  mone- 

1  union  that  commits  Britain  to  a  single 
■opean  currency  and  central  bank  later  in 

decade.  But  he  will  provide  a  sop  to  die- 
Li  Thatcherites  by  insisting  on  an  escape 
ise  requiring  Parliament's  endorsement. 
USING  BATTLE.  Major  faces  a  much  tougher  dilemma  in 
iding  how  to  act  on  a  controversial  European  political  trea- 
This  package  would  give  European  institutions  in  Brussels 
ir  greater  say  on  labor  relations  and  environmental  regula- 
s  in  Britain,  as  well  as  in  defense  and  foreign  policy.  Major 

seek  a  compromise  that  will  give  these  Eurogroups  more 

'er — but  within  strict  limits,  insiders  say. 

1  this  way,  he  hopes  he  can  carry  along  Thatcher,  who  is 

ected  to  inveigh  against  too  tight  a  union  in  the  upcoming 


HE  NEEDS  TORY  AND  EC  APPROVAL 


Commons  debate.  But  if  he  fails,  he  risks  both  a  bruising 
internecine  battle  in  his  party  and  a  wider  gulf  opening  up 
between  Britain  and  the  Continent.  Ultimately,  it  could  mean 
that  France,  Germany,  and  other  Continental  players  go  their 
own  course  toward  a  deeper  form  of  integration,  leaving  Brit- 
ain an  also-ran  in  Europe. 

Deft  handling  of  the  hot  Europe  question  is  crucial  for 
Major,  because  he  is  being  saddled  with  several  highly  unpop- 
ular Thatcher  legacies — among  them  the 
botched  reforms  of  the  health  system  and 
sell-offs  of  state  industries.  With  a  close  eye 
on  a  general  election,  which  must  be  called  by 
next  June,  the  Tories'  once-tightfisted  finan- 
cial management  is  giving  way  to  steep 
spending  increases  to  try  to  lift  the  country 
out  of  recession  and  win  votes.  On  Nov.  6, 
Chancellor  of  the  Exchequer  Norman  Lamont 
announced  a  $37  billion  spending  increase  for 
the  coming  fiscal  year,  doubling  the  deficit,  to 
$35  billion.  There  is,  however,  some  concern 
that  these  measures  will  undo  British  efforts 
to  bring  its  inflation  in  line  with  other  EC 
members. 

While  the  first  glimpses  of  recovery  can 
already  be  seen,  unemployment,  now  at  8.69^, 
continues  to  rise,  and  any  bounceback  from 
the  2/<  decline  in  gross  national  product  this 
year  is  likely  to  be  slight.  In  addition,  the 
banks,  staggering  under  bad  loans,  may  be 


unable  to  finance  a  strong  recovery. 

But  the  latest  polls  show  that  Major  still  has  a  good  shot  at 
winning  his  first  general  election — if  he  can  survive  the  next 
couple  of  months  of  jawing  over  Europe.  The  key,  says  Tory 
loyalist  Sir  Marcus  Fox,  is  having  favorable  economic  results 
to  show  the  electorate  soon.  While  he  is  doing  that,  Major  will 
have  to  find  a  position  on  Europe  that  doesn't  split  his  party — 
or  deal  Britain  out  of  Europe's  future. 

By  Richard  A.  Melcher  in  London 
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>ver  the  years,  Airbus  Industrie 
has  taken  plenty  of  flak  from 
S.  rivals  such  as  Boeing  Co.  Now, 
3  shooting  back.  Miffed  that  British 
rways  PLC  buys  only  American 
ines.  Airbus  is  charging  illegal  sales 
3tics  and  has  demanded  a  European 
•mmunity  probe.  Airbus  claims  BA 
it  a  disguised  rebate  from  engine 
ilder  General  Electric  Co.  on  an  Au- 
ist  order  of  Boeing  777s.  Yet  Airbus 
ys  that  GE,  in  cahoots  with  Boeing, 
fused  discounts  on  engines  for  Air- 
is.  Airbus  may  be  trying  to  muddy 
ashington's  marathon  talks  with  the 
'  on   limiting   Airbus'  government 


funding.  EC  bureaucrats  are  skeptical, 
saying  it  will  be  tough  for  Airbus  to 
prove  the  charges. 

CHINA  ^_ 

While  President  Bush  has  can- 
celed his  Asian  tour.  Secretary 
of  State  James  A.  Baker  III  is  making 
an  important  trip  to  China  on  Nov.  15- 
17.  The  goal:  to  keep  deteriorating 
U.  S.-Chinese  relations  from  getting 
out  of  control.  China  is  likely  to  try  to 
placate  the  U.  S.  by  signing  the  nuclear 
nonproliferation  treaty  and  by  releas- 
ing some  dissidents.  The  Administra- 
tion will  probably  slap  China  with  sanc- 
tions for  violating  copyrights  and 
patents,  as  part  of  a  deal  with  Con- 


gress that  would  retain  China's  most- 
favored-nation  trading  privileges. 

SOVIET  UNION  

The  long-elusive  goal  of  a  ruble  that 
can  be  freely  traded  for  foreign 
currency  may  be  coming  sooner  rather 
than  later.  Russian  President  Boris  N. 
Yeltsin  may  soon  sign  a  decree  that 
would  peg  the  ruble  to  free-market  ex- 
change rates.  On  Nov.  4,  the  Soviet 
state  bank  increased  the  tourist  rate 
from  32  to  47  rubles  to  the  dollar.  That 
brings  the  ruble  closer  to  the  50-to-60 
range  it  fetches  on  Moscow's  black 
market.  A  2-cent  convertible  ruble 
would  be  a  major  step  toward  bringing 
the  Soviets  into  the  world  economy. 
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'BRAIN  REPAIR 
IS  POSSIBLE' 


Cellular  techniques  show  promise  in  treating  dread  diseases 


For  years,  Faye  Day  had  been  slip- 
ping into  the  nightmare  of  Parkin- 
son's disease.  The  degenerative 
brain  affliction,  which  causes  difficulty 
in  controlling  movement,  forced  Day  to 
leave  her  secretarial  job  three  years  ago. 
By  early  this  year,  "I  was  staggering 
and  falling  several  times  a  day,"  recalls 
the  64-year-old  resident  of  Valhermoso 
Springs,  Ala.  But  in  July,  researchers  at 
the  University  of  Colorado  injected  brain 
cells  from  an  aborted  fetus  into  a  dozen 
areas  of  Day's  brain.  Within  weeks,  the 
scientists  believe,  the  new  cells  began 
churning  out  dopamine,  a  key  brain 
chemical  that  is  missing  as  a  result  of 
the  disease.  Now,  she  walks  with  little 
fear  of  falling.  "Even  if  the  treatment 
doesn't  help  any  more  than  it 
has,  it  has  been  worth  it,"  she 
says. 

Day's  encouraging  progress 
presages  a  new  era  in  medi- 
cine, when  doctors  can  tackle 
some  of  the  most  intractable 
diseases  of  the  brain,  from  the 
tremors  of  Parkinson's  to  the 
living  death  of  Alzheimer's. 
The  fetal  cell  transplants  that 
Day  received  are  just  the  be- 
ginning. But  experiments  with 
fetal  tissue  have  been  caught 
up  in  the  politics  of  abortion, 
and  the  White  House  has 
banned  federal  funding  for 
such  work.  That's  one  reason 
scientists  are  trying  more  ex- 
otic but  less  controversial  ap- 
proaches, including  cell  cul- 
tures and  gene  therapy. 
"We've  seen  extraordinary 
progress  in  the  lab,"  says  John 
R.  Sladek,  director  of  the  Neu- 
roscience  Institute  at  the  Chi- 
cago Medical  School. 

In  fact,  researchers  plan  to 
report  an  array  of  significant 
advances  at  the  Society  for 
Neuroscience  meeting  in  New 
Orleans  beginning  on  Nov.  10. 
Scientists  will  describe  new 
methods  for  growing  large 
amounts  of  fetal  brain  cells  in 
the  lab.  They  will  also  show 
how  genetically  altered  cells. 


and  genes  themselves,  can  be  injected 
into  brains  to  combat  or  reverse  damage 
caused  by  degenerative  diseases.  "We 
are  showing  that  brain  repair  is  possi- 
ble," says  Harvard  medical  school  neuro- 
scientist  Ole  Isacson. 
NO  DRUGS.  These  new  approaches — 
whether  transplanting  fetal  brain  cells 
or  inserting  a  gene — rely  on  the  same 
basic  strategy.  They  use  living  tissue, 
instead  of  drugs,  to  supply  chemicals 
crucial  to  the  functioning  of  brain  cells 
impaired  by  disease.  In  Parkinson's,  neu- 
rons that  make  a  substance  called  dopa- 
mine start  to  degenerate.  Without  dopa- 
mine, scientists  think,  other  brain  cells 
are  damaged,  producing  progressive  loss 
of  function.  The  obvious  defense  is  to 
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WITH  CELL 

IMPLANTS,  DR.  FRED 
GAGE  RESTORED 
RATS'  MEMORIES 


supply  the  missing  dopamine.  But  dru 
eventually  fail  because  too  many  ne 
rons  that  process  dopamine  are  lost  a 
the  disease  progresses.  Hence  the  allui 
of  fetal  tissue.  Scientists  believe  embry 
onic  brain  cells  can  grow  to  replace  dan; 
aged  dopamine-producing  neurons  anj 
those  harmed  by  lack  of  the  substancei 
So  far,  researchers  around  the  worll 
have  injected  fetal  cells  into  scores 
Parkinson's  patients  such  as  Faye  Da; 
But  no  patient  has  yet  come  close  to  fu| 
recovery,  and  many  major  unknowns  r 
main,  such  as  how  long  the  implante 
cells  will  survive  or  whether  they  will  b: 
rejected.  "Even  if  the  procedure  is  su( 
cessful  in  the  short  term,  we  don't  knoi 
if  the  effect  will  wear  off,"  says  Dr. 
Eugene  Redmond  Jr.  at  Yale  University 
As  a  result,  some  scientists  argue  th: 
such  tissue  transplants  are  only  a  sto 
gap  until  more  sophisticated  alternative 
can  work.  Physicians  may  one  day 
able  to  insert  genetically  engineerej 
cells  that  produce  precise  amounts 
dopamine  or  substances  that  may  pn 
vent  a  patient's  own  cells  from  dying 
the  University  of  California  at  San  Di 
go,  neuroscientist  Fred  H.  Gage  use| 
such  gene-splicing  and  transplants  to  n 
store  the  ability  of  rats 
learn  and  remember.  He  iderl 
tified  aged  rats  with  memo 
losses.  Into  some  of  the  ra' 
he  implanted  cells  that  we: 
engineered  to  make  the  chemi 
cal,  nerve  growth  factor.  H| 
wanted  to  see  if  the  chemic; 
could  reverse  the  natural  d(| 
generation   of  neurons, 
worked,  enabling  the  treatel 
rats  to  remember  how  to  negi 
tiate  a  simple  water  maze 

While  it  may  be  a  half  doze 
years  before  Gage's  tec 
niques  can  begin  to  tackle  ht] 
man  scourges  such  as  Parki 
son's  and  Alzheimer's,  oth 
scientists  are  trying  for  speed| 
er  payoffs.  Dr.  Patrick  Ai 
bischer  of  Brown  UniversitI 
has  developed  a  way  to  encaf] 
sulate  small  clumps  of  eel 
that  produce  the  desired  che 
icals.  Holes  in  the  plastic  ca{ 
sule  are  large  enough  to  I 
substances  such  as  dopamin| 
pass  out,  but  too  small  fi 
antibodies  to  get  in.  That  wa, 
the  body's  immune  system 
can't  reject  the  cells  when  thj 
capsule  is  implanted. 

Aebischer  has  used  the  tec' 
nique  to  reverse  memory  ir 
pairment  and  Parkinson-likjJ 
damage  in  rats.  And  he  ha 
helped  start  a  Providence  cor 
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The  Kodak  Diconix  180si  printer, 
new  from  the  innovator  in  portable 
printers.  It's  more  printer  than 
ever,  with  more  value  than  ever, 
but  even  less  weight  than  ever. 
It's  the  latest  in  portable  printers  from 
the  people  who  started  it  all!  The  new 
DOS-Compatible  Kodak  Diconix  I80si 
printer  is  even  easier-to-use, 
and  offers  still  more  fonts... yet 
actually  weighs  less.  And  you 
get  all  the  features  that  made 
Diconix  printers  what  they 
are  today,  including  both 
tractor  feed  and  single  sheet  paper 
handling,  plus  the  silent  reliability  of 
ink  jet  technology.  All  in  a  footprint 
that's  smaller  than  a  sheet  of  paper! 

And  now  the  value  is  greater  than 
ever:  with  a  suggested  list  price  of  only 
$399* (U.S.)  for  the  complete  package, 
the  180si  printer  is  a  sensational  buy! 
For  more  information  and  the  name 
of  a  dealer  near  you  in  the  U.S.  and 
Canada,  call  1  800  344-0006. 

'Manufacturer's  suggested  list  price.  Dealer  prices  may  vary. 
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TRYING  TO 
riX  DAMAGED 
BRAINS 

Scientists  are  experimenting 
with  transplants  of  living 
tissue  to  cure  diseases  tfjof 
ravage  the  brain 

ADRENAL  TISSUE 

Adrenal  gland  cells 
hove  been  tried 
qgainst  Parkinson's 
disease.  Placed  into 
the  spinal  cord,  the 
,  tissue  reduced  pain 
lor  cancer  patients 

FHAL  TISSUE 

implanting  fetal  cells 
into  the  brains  of 
Parkinson's  and 
Huntington's  disease 
patients  may  improve 
movement  and  other 
functions 

GENETICALLY 
ENGINEERED  CELLS 

Transplanted  clusters 
of  these  cells  can 
reverse  some  forms 
of  memory  loss  and 
Parkinson-like  behav- 
ior in  animals 

GENE  TRANSFER  } 

By  hooking  genes  to  1 
viruses,  scientists  can  |j 
insert  new  genes  | 
directly  into  animal 
brains.  This  may  help 
repair  damaged 
neurons 

DATA:  BW 

pany,  Cellular  Transplants  Inc.,  that 
plans  to  apply  next  year  for  U.  S.  Food 
&  Drug  Administration  approval  to  be- 
gin testing  encapsulated  cells  in  people. 

Eventually,  scientists  hope  to  achieve 
what  Harvard's  Isacson  calls  the  "sci- 
ence fiction  scenario" — inserting  genes 
directly  into  the  brain.  Researchers  such 
as  Harvard  neurologist  Xandra  0.  Brea- 
kefield  have  already  put  new  genes  in 
rat  brains  by  linking  the  new  DN'.\  to  a 
weakened  herpes  virus.  That  way,  the 
virus  splices  in  the  new  genes  when  it 
infects  neurons.  There  are  still  serious 
questions  about  the  safety  of  the  tech- 
nique and  whether  the  genes  can  be 
turned  on  long  enough  to  do  their  work. 
But  if  the  problems  are  solved,  "the 
number  of  potential  uses  is  almost  over- 


whelming," she  says.  Someday  genes 
might  combat  pain,  degenerative  dis- 
eases, epilepsy,  and  even  depression. 
FALSE  HOPE?  Still,  scientists  remain  wary 
of  dramatic  claims.  Neuroscientist  Igna- 
cio  Madrazo  of  Mexico  City's  Center  of 
Medicine  promises  to  reveal  at  the  New 
Orleans  meeting  that  he  transplanted  fe- 
tal brain  cells  to  treat  a  37-year-old  wom- 
an suffering  from  an  advanced  case  of 
Huntington's  disease,  a  fatal,  inherited 
dementia  that  strikes  in  middle  age. 
Now,  "she  can  take  better  care  of  her- 
self," says  Madrazo.  But  other  neurosci- 
entists  haven't  duplicated  Madrazo's 
headline-grabbing  1987  announcement 
that  he  had  signficantly  improved  the 
functioning  of  Parkinson's  patients  with 
transplants  of  adrenal  cells.  So  "these 


new  results  have  to  be  viewed  with  ex 
treme  caution,"  says  Harvard's  Isacson 
Researchers  don't  want  to  raise  thi 
expectations  of  patients  too  soon.  At  th( 
University  of  Illinois  medical  school 
neurobiologist  Jacqueline  Sagen  and  co 
workers  have  greatly  reduced  the  pair 
suffered  by  three  terminal  cancer  pa 
tients  by  implanting  painkiller-producing 
adrenal  cells  in  their  spinal  columns.  I 
the  results  are  overblown,  Sagen  wor 
ries,  "we'll  get  heart-rending  letter 
from  people  all  over  the  country — anc 
we  can't  do  anything  for  them  now.' 
Yet  she  and  others  expect  that  befon 
long,  these  neuroscience  advances  wil 
begin  to  make  a  dramatic  difference. 

Bi/  John  Carey  in  Washington,  iritl 
Stephen  Baker  in  Mexico  City 


RETAIL 

$175.00 


World  renowned  Mathey-Tissot,  "winner  of  the  acclaimed 
Grand  Prix  Award,  launches  a  new  collection  of  elegant 
timepieces  for  today's  lifestyles  and  for  years  to  come.  Each 
watch  represents  a  commitment  to  quality, 
enhanced  with  quartz  movements,  water 
resistancy  and  state-of-the-art  designs.  Every 
Mathey-Tissot  reflects  your  personal  J 
dedication  to  quality.  6ince  1886.  our 
distinguished  timepieces  have  been  making 
time-keeping  history.  When  you're  selecting 
your  next  watch,  ask  for  Mathey-Tissot.  you'll 
be  purchasing  a  tradition  of  fine  watchmaking. 


flvQiloble  at  fine  uiotch  departments  throughout 
the  country.  Rvaiiobie  in  mens  and  ladies. 

150  Northeast  167th  Street,  N  M.  B.,  FL  33162 
Telephone:  (305)  945-6878,  Fax:  (305)  949-2706 


etigner  Time  Piecti 
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TO  MAKE  YOUR  INVESTMENTS  NOTEWORTHY, 
IT  PAYS  TO  KNOW  THE  SCORE. 

SWAPS,  interest  rate  and  currency  options,  and  all  derivatives . . . 
Credit  Lyonnais  is  an  established  player,  with  trading  capabilities  in  all 
capital  markets  products.  For  Capital  Markets  call  (212)  261-7940. 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 
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The  all-new  Buick  Skylark 


We  asked  California 
artist  Ed  Lister  to 
capture  it  on 
canvas. 

Did  he? 


You  decide.  But  when  you  see  the 
completely  redesigned  1992  Skylark, 
we  think  it  will  make  a  strong  and 
positive  impression  on  you. 

Impressive  Control. 

An  all-new  Adjustable  Ride  Control 
system*  lets  you  select  the  ride  you 
desire:  soft,  for  a  comfortable  ride. 


sport,  or  an  automatic  setting  that 
selects  the  best  suspension  feel  at  |sioi 
varying  speeds. 

Quality  and  Convenience. 


Buick  quality  is  evident  throughoi 
the  new  Skylark  in  thoughtful 
touches  like  rear-seat  ventilation/ 
heat  ducts,  and  the  extensive  use 


01 


1 


ion  for  the  nineties. 


ided  galvanized  steel  to  fight 
;ion.  This  quality  feature  is 
backed  by  a  6-year/ 


100,000-mile  rust-through  warranty 

Advanced  Safety. 

Every  Skylark  gives  you  the 
smooth-stopping  control 
of  anti-lock  brakes,  and  the 
security  of  power  door  locks 

Powerful  Performance. 

The  standard  fuel-injected  3300  V6 


in  the  Skylark  GS  delivers  160  horse- 
power and  185  foot-pounds  of 
torque  for  smooth, 
confident  power. 

For  more 
nformation  on 
our  latest  work 
of  art,  call 
800-435-5552. 
Or 
better  yet. 


Introducing  Borland's  Unified  Solution 
for  Paradox,  dBASE  and  InterBase 


The  future  of  dBASE 

Siinply  stated,  we're  coiii- 
niitted  to  revitalizing  dBASE"; 
delivering  more  power,  more 
Hexihility  and  better  support 
to  the  whole  eommunitv  ol 
dBASE  users.  We  are  using 
our  objeet -oriented  develop- 
ment teehnifjues  to  aeeelerate 
releases  and  add  substantial 
new  features.  We're  adding 
new  SQL  server  links,  event 
handling  and  object-oriented 
extensions  to  the  dBASE 
language. 

Soon,  as  quicklv  as  1992, 
you'll  see  a  new  dBASE  for 
Windows  and  DOS,  as  well 
as  compilers  that  generate 
fast,  tight  code.  All  based  on 
Borland's  proven  technologies, 
all  compatible  with  the  existing  dBASE 
standard.  That's  the  Borland  connnitment  to 
the  dBASE  eommunitv! 

The  future  of  Paradox 

Paradox'  is  entering  the  world  ol  objects. 
We're  evolving  PAL  "  and  all  the  Paradox 
interactive  design  tools.  Using  our  leading 
edge  object-oriented  technology,  you'll 
be  able  to  visuallv  create  sophisticated 
Windows  applications.  Instantly.  We'll  also 
be  introducing  revolutionary  database- 
publishing  tools  as  well  as  powerful  new 
data-modeling  capabilities.  More  than  ever, 
Paradox  gives  you  instant  database  power  on 
Windows  or  DOS. 

InterBase,  the  database  server 
of  the '90s 

InterBase  "  is  the  first  rclation;il  database 
server  to  satisfy  the  demands  of  online 
complex  processing.  The  kind  of  retxl-world 
applications  used  in  finance,  banking  and 
rnanulacturing.  Designed  for  optiniid  per- 
formance in  nnilti-plattorm  networks, 
InterBase  provides  features  targeted  at  the 
needs  of  liighly  complex  database  applica- 
tions in  dynamic,  distributed  environments. 
InterBase  is  the  clear  technology  leader  with 
advances  such  as  true  peer-to-peer  architec- 
ture, highly  efficient  event  alerters,  "smart" 
automatic  two-phase  connnit  and  rollback. 


Borland's  object-oriented  arctiitecture  will  allow  Windows  versions  ot  Paradox,  dBASE 
Ouattro"  Pro  to  work  together  in  enterprise-wide  information  systems,  giving  you 
instant  access  to  more  types  ot  data. 


and 


"By  bringing  two  database 
platforms  under  one  strong 
management  and  support  orga- 
nization, Borland  is  providing  a 
unified  solution  to  our  current 
database  needs." 

-  Carl  Hane,  Group  Leader 
Micro  Applications  Systems 
MCI  International.  Inc. 

"Now  we  know  that  dBASE  will 
have  a  bright  future  in  Borland's 

hands."  -Adam  Green 


Borland, 
leader  in  customer 
satisfaction 

J.D.  Power  and  Associates 
just  ranked  Borland  "Best 
application  software  in 
customer  satisfaction  in 
Sniiill  to  Medium-sized 
Businesses."*  Company  for 
company,  technology  for 
technolog)-,  Borland  is  )t)ur 
best  choice. 

Boiland,  your 
database  partner 
for  the  '90s 

Tliere  you  have  it:  the  best 
technolog)'  and  the  best 
support  from  the  one  com- 
pany that  guarantees  your 
software  investments  now 
and  in  the  future. 


J.D.  POWER  AND  ASSOCIATES 

APPLICATION  S(.>!TWARE 
CUSTOMER  SATISFACTION  INDEX^" 


^^ORLAND 

2.  WORDPERFECT 

3.  CLARIS 

4.  ALDUS 

5.  MICROSOFT 

6.  LOTUS 


multi-threaded  serxers  and  instant  recoverv 
from  hardware  failures.  For  Paradox  and 
dBASE  network  users,  InterBase  will  work 
wonders  in  helping  integrate  vour  data  from 
the  desktop  to  the  mainframe.  All  with 
unprecedented  simplicitv. 

Borland,  the  technology  leader 

Borland  is  the  pioneer  of  object-oriented 
technolog) .  We're  now  at  the  forefront  of 
32-bit  computing.  What  this  all  means  to 
von:  more  power,  more  performance  and 
lower  support  costs.  And  that's  why  IBM 
and  Novell  have  picked  Borland  as  a 
strategic  partner. 


IBM 


NOVELL® 


BORLAND 

Software  Craftsmanship 


choose  Paradox,  dBASE  and  InterBase 
toda)'  and  join  the  thousands  of  corporations 
worldwide  who  have  discovered  the  Borland 
advantage. 

Special  offer  to  database  users 

Buv  either  Paradox  or  dBASE  right  now, 
and  get  )'our  passport  to  upgrade  to  the 
Windows  version  of  the  same  product  for 
onlv$139'"'!t 

And,  to  inaugurate  the  new  era  of  dBASE 
from  Borland  we're  making  this  special, 
linnted-time  offer.  Purchase  dBASE  from 
any  dealer  between  October  14, 1991,  and 
January  31,  1992,  and  get  a  $100  manufac- 
turer's rebate. 

See  your  dealer  today  or 
call  1-800-568-9092  for 
rebate  information! 


CODE:  MS44 


'1991 J  D  Power  and  Associates' Compuler  End  User  Satistaction  Sludy  Phase  I  Office-Based  Small  to  Medrum-sized  Businesses    Response  Irom  Business  End  Users  at  1  ,/84  t)ijsiness  sites  Small  to  medium-sized  businesses  were  based  on  office  sites  witti 
between  1  and  499  employees  1991J  0  Power  and  Associates'  Computer  End  User  Satisfaction  Study  Ptiase  III  Office-Based  Large  Businesses    Responses  from  Business  End  Users  at  1 ,094  business  siles  Large  businesses  were  based  on  office  siles  with  500  or 
more  employees  J  0  Power  and  Associates  is  a  service  mark  ol  J  0  Power  and  Associates  fDealer  prices  may  vary  Upgrade  pricing  good  in  U  S  and  Canada  only  Bodand  is  a  registered  trademark  ot  Borland  Internalionaf  Inc 
Copyright  ©  1991  Borland  International,  Inc  All  nghls  reserved  Bl  1433-2C 
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JOBS'S  COMPANY  HAS  YET  TO  TURN  A  PROFIT— AND  MARGINS  ON  SOFTWARE  RUN  HIGH 


STEVE  JOBS  HAS  A  NEW  FIX 
FOR  NEXT:  SOFTWARE 


Will  its  new  operating  system  win  over  Corporate  America? 


Steve  Jobs  has  always  been  fast  on 
his  feet.  Since  founding  NeXT 
Computer  Inc.  in  1985,  Jobs  has 
met  one  setback  after  another  with  a 
quick-fix  remedy.  His  coal-black  NeXT 
computer  was  introduced  in  late  1988, 
but  sales  didn't  take  off  because  the 
software  wasn't  done.  So  Jobs  lit  a  fire 
under  his  developers.  Then,  Jobs  found 
that  customeis  wanted  the  machine  to 
come  with  a  floppy  disk  drive.  He  added 
one.  Next,  they  told  him  prices  were  too 
high.  Jobs  lowered  them.  Now,  sales  are 
climbing.  But  six-year-old  NeXT  still 
isn't  profitable. 

What's  the  solution  this  time?  Soft- 
ware. NeXT  insiders  say  that  Jobs  has 
concluded  that  whiz-bang  hardware  is 
not  enough  to  propel  his  company  into 
the  big  time.  So  he's  now  planning  to 
sell  the  machine's  object-oriented  operat- 
ing system  as  a  stand-alone  product.  He 
hopes  the  technology,  which  makes  it 
easy  for  buyers  to  customize  applica- 
tions for  their  own  businesses,  will  build 
profits  for  NeXT  and  persuade  big  cor- 
porations to  buy  his  machines. 

So  Jobs  will  announce  in  January  that 
his  NextStep  operating-system  will  be 
rewritten  to  run  on  machines  powered 
by  Intel  Corp.  microprocessors.  That 
means  the  program,  due  next  summer. 


will  be  able  to  work  with  millions  of  IBM 
and  IBM-compatible  personal  computers. 
That  will  make  it  attractive  for  PC  own- 
ers to  integrate  NeXT  computers  into 
their  offices,  by  making  it  easier 
for  them  to  share  software  application 
programs. 

The  move  pits  him  scjuarely  against 
Microsoft  Corp.,  which  makes  most  of 
the  operating  systems  sold  today.  But  if 
it  works,  the  payoff  could  be  big.  "It's 
the  Trojan  Horse  that  will  get  NeXT 
into  Corporate  America,"  says  Jobs. 
FAR  SHOT.  Jobs  badly  needs  those  cus- 
tomers. While  1991  has  been  a  substan- 
tially better  year  for  NeXT  than  most  of 
the  industry  expected,  it  hasn't  been 
enough  to  make  the  company  a  serious 
computer-industry  contender.  Jobs  fig- 
ures his  company  will 
post  from  $140  million  to 
$160  million  in  revenues 
this  year  (chart),  a  consid- 
erable leap  over  the  $28.8 
million  NeXT  managed  in 
1990.  Still,  that's  less 
than  the  $200  million 
Jobs  was  predicting  three 
months  ago  and  a  far 
shot  from  No.  1  worksta- 
tion maker  Sun  Microsys- 
tems, which  posted  reve- 
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nues  of  $3.2  billion  for  its  fiscal  yea] 
ended  last  June  30. 

Then,  there's  the  small  matter  of  proj 
its.  NeXT  has  yet  to  finish  a  quarter 
the  black,  and  it  has  run  through  mofl 
nf  the  $133  million  invested  in  the  coni 
liany  by  Jobs,  Canon  Inc.,  and  H.  Ros| 
Perot,  the  Texas  billionaire. 

Jobs,  36,  is  anxious  to  move  his  cor 
pany  into  the  black — it's  crucial  to  h| 
plans  to  launch  a  public  offering  withi 
the  next  18  months.  Marketing  softwaij 
is  one  way  to  get  there:  Softwan 
commonly  has  profit  margins  that  an 
much  higher  than  those  on  comput^ 
hardware. 

HOT  BUTTON.  Besides,  Jobs  figures,  th 
time  is  ripe.  NextStep  is  the  only  obj 
oriented  operating  system  now  on 
market,  and  object-oriented  prograr 
are  among  the  computer  industry's  h( 
test  hot  buttons.  The  technology  make 
it  much  simpler  to  create  application 
grams,  such  as  spreadsheets  and  datj 
bases.  Indeed,  the  promise  is  so  gred 
that  Apple  and  IBM  have  formed  a  pari 
nership  to  create  their  own  flavor  of  of 
ject-oriented  software  over  the  ne)i 
three  years. 

Jobs  thinks  he's  got  a  big  advanta: 
over  IBM  and  Apple  because  his  softwa 
has  a  proven  track  record.  He  says  bu 
ers  tell  him  the  reason  they  are  plunkin| 
down  $4,995  to  $7,995  for  NeXT  worl 
stations  is  that  NextStep  allows  them 
customize  software  for  their  business' 
as  much  as  10  times  faster  than  oth^ 
computers. 

Take  UBS  Securities  Inc.,  a  Wall  Stre^ 
firm  that  bought  22  NeXT  machines  tK 
develop  software  for  options  trading  anB 
index  arbitrage.  "NeXT  is  hitting  ilKj 
stride,"  says  Hadar  Pedhazur,  a  UB  P 
vice-president  who  says  it  took  just  thre 
months  to  customize  the  software  fc 
his  traders.  That's  at  least  three  time 
faster  than  other  workstations  coul 
have  done  the  job,  he  says. 

Still,  not  everyone  is  convinced  th 
Jobs's  plans  to  sell  his  software  wi 
work.  "I  give  him  40-60  odds,"  says  Nai 
cy  Battey,  an  analyst  with  market  n 
searcher  International  Data  Corp.  "It 
hard  for  a  young  company  to  stake 
claim  in  a  market  thi 
big."  Of  course,  just 
case  the  software  ide 
doesn't  pan  out  the  wa 
he  expects,  Jobs  also  ha 
another  plan.  Due  nex 
year:  new  NeXT  workst£ 
tions  built  around  supei 
fast  chips. 

By  Kathy  Rebello  i 
Redwood  City.  Calif.,  ivit 
Robert  D.  Hof  in  Sw 
Francisco 
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What  Go  you 
to  do  m  get 
aroundifiere? 


DiallO+ATT+O 

+  the  area  code  and  number  you're  calling. 

When  you  make  a  long  distance  call  from  a  public  phone,  you're  some- 
times connected  to  a  company  other  than  AT&T.  A  company  that  could 
charge  you  2  or  3  times  more* 

But  you  can  still  have  the  quality  service,  helpful  operators  and 
savings  you  expect  from  AT&T.  Even  if  you're  not  at  an  AT&T  phone. 
Just  dial  10+ATT+O,  plus  the  area  code  and  number  you're  calling. 
In  seconds,  you  get  all  the  clear  connections  and  low  prices  plus 
the  convenience  and  ease  that  come  with  using  the  AT&T  Calling  Card. 

hi  fact,  nobody  offers  more 
ways  of  helping  you  on  the  road 
than  AT&T 

So,  how  do  you  get  AT&T 
around  here? 
Easy 


Calling  Card 


83b  000  bTsti  lllll^ 

R  G  ASHBURN 


•  Based  on  a  comparison  of  billed  charges  and  surcharges  of  alternate 
operator  service  companies 


How  can  we  help  you?  1 800  661-0661  Ext.  5313. 


ATsJ 
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Their  Point  Sizes. 


You  Could  Bw 
Printer.  But  Then 


ESQ 

EPSON  = 


'  Certainly  not  when  the 
W  new  Epson®  LQ-570,  LQ-1070, 
ActionPrinter™  5000  and  ActionPrinter  5500  offer 
such  sizeable  advantages. 

All  four  feature  ESC/P27a  breakthrough 
printer  control  system  that,  for  the  first  time,  brings 
scalable  fonts  to  dot  matrix  printing.  So  now,  as 
you've  probably  noticed,  you  can  have  a  real  choice 
of  type  sizes,  instead  of  the  usual  two  or  three.  Plus 
a  level  of  freedom  in  handling  t)pe  that  other  dot  matrix  sharper,  more  accurate,  more  sophisticated  text  and  graphics, 
printers  can  onl)  dream  of.  On  top  of  that,  you'll  enjoy     Advant^es  that  previously  were  only  available  from  lasers. 


Imagfs  above  are  acuial  size,  dol  malrix  prijiier  output.  "Their  Point  Sizes"  were  calculated  from  standard,  compressed  and  double-high  pitch  sizes  All  ioni|Hii\  and/or  product  naitics  are  trademarks  and/or 
registered  trademarks  of  their  respective  manulaciurcrs.  ©1991  tpsoii  America,  Inc.,  20770  Madroiia  Ave, Torrance,  CA  90.^(19.  For  dealer  referral,  call  800-BUY-EPSON{«IIO-289-,'!776).  In  Canada,  call(4l6)881-9955. 
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Ou  r  Point  Sizes. 


ther  Dot  Matrix 
Not  Much  R)inL 

What's  more,  these  new  printers  are  as  adept  with  warrant).  The  support  of  our  helpful  toll-free  800  number, 

paper  as  they  are  with  type.  They  can  put  up  to  four  And,  of  course,  legendary  Epson 

different  kinds  of  paper  at  your  fingertips  at  once,  feed  up  reliability, 
to  200  sheets  automatically,  and,  with  Epson  SmartPark"  So  you  could  buy  another 

paper  handling,  let  you  easily  switch  from  one  paper  type  printer.  But  before  you  do,  visit  your 

to  another.  nearby  Epson  Dealer,- or  call  800-289-3776. 

Additional  strong  points  include  a  2-year  limited  It  will  make  anything  else  seem,  well,  pointless. 
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SOFTWARE  I 


WINDOWS  OF  OPPORTUNITY 
FOR  CLARIS? 


Now,  Apple's  floundering  subsidian^  is  selling  non-Apple  software 


For  Daniel  L.  Eilers,  it  was  a  gift 
rich  in  symbolism.  In  September, 
six  months  after  becoming  the  new 
chief  executive  officer  of  Claris  Corp.,  a 
group  of  employees  at  the  Apple  Com- 
puter Inc.  software  subsidian,-  presented 
him  with  a  sailboat  tiller  to  keep  around 
the  office.  The  meaning  was  clear:  Claris 
had  to  get  back  on  course  after  a  year 
adrift.  Eilers  appreciated  the  confidence 
they  expressed.  "I  was  ver.^  touched," 
he  says. 

Eilers  needed  a  shot  of  confidence.  A 

former  Apple  vice-   

president,  Eilers,  36, 
is  among  the  first  to 
admit  that  Claris  has 
been  tossed  about. 
At  its  inception  in 
1987,  the  company 
had  a  simple  mission: 
write  applications 
programs  that  show 
off  the  Macintosh's 
talents.  Eventually, 
Apple  management 
said,  Claris  would  be 
spun  out  as  a  sepa- 
rate, public  compa- 
ny. But  in  mid-1990, 
with  Apple's  for- 
tunes sliding,  man- 
agement did  an 
about-face.  It  called 
off  the  impending 
initial  public  offering 
and  gave  Claris  an- 
other mission:  to 
with  kev 


ties  such  as  the  FileMaker  data  base  and 
ClarisWorks,  a  collection  of  programs 
for  novice  computer  users.  Eilers  is  also 
eager  to  acquire  technology  and  form 
alliances  with  other  software  makers. 

But  before  he  can  execute  his  ambi- 
tious plans,  Eilers  needs  to  shore  up  his 
organization.  Morale  never  completely 
rebounded  after  Apple  nixed  the  IPO. 
Claris  executives  were  deciding  on  an 
undenvriter  when  Apple  CEO  John  Scul- 
ley  and  President  Michael  H.  Spindler 
suddenly  decided  no-go.  They  said  Claris 


key  MacWrite  Pro  developer  who  left 
"It  took  the  wind  out  of  their  sails.^ 
After  three  years  of  healthy  profit  an(| 
revenue  growth,  Claris  posted  a  loss  o 
more  than  $2  million,  on  revenue  o 
about  $95  million,  for  the  year  ende( 
Sept.  30.  A  big  problem,  insiders  say] 
was  that  Claris  figured  on  getting  75  t\ 
100  Apple  developers  to  transfer  ove 
Claris  even  leased  a  building  near  r 
Santa  Clara  (Calif.)  headquarters  fo: 
them.  But  when  most  of  those  Appl 
workers  balked  at  the  idea,  Claris  had  t^&  [ 
take  a  write-down  on  the  lease. 
SHOCK  THERAPY.  Eilers  concedes  tha 
the  executive  exodus  and  sudden  strateBUd'j 
gy  changes  have  "clearly  been  a  shock. 
But,  he  claims,  Claris  is  finally  stabilize(P8li 
and  moving  full  steam  ahead  to  brealjiiii 
into  Windows  and  other  hot  market 
Says  Eilers:  "Claris  is  now  on  a  path 
be  more  successful  than  many  people  i 
this  company  could  have  irriagined." 

But  some  people  wonder  if  Clari 
without  independence,  can  really 


CLARIS'  ZIGZAG 
COURSE 

APRIL,  1987  .Apple  forms 
Claris  to  make  and  sell  Mac- 
intosh software 
MAY,  1990  Claris  prepares 
to  go  public;  starts  writing 
prospectus 

JUNE,  1990  .\pple  halts  pub- 
lic offering  and  reacquires 
20%  stake  from  Claris  em- 
ployees for  S40  million 
JANUARY,  1991  CEO  Wil- 
liam Campbell  resigns  to 
head  Go  Corp. 

MARCH,  1991  Daniel  EUers 

becomes  Claris  CEO 
OCTOBER,  1991  Claris  buys 
rights  from  IBM  to  first  non- 
Mac  product 

DATA.  COMPANY  REPORTS,  BW 


come  up 

software  for  making  Macs  more  adept  in 
networks.  Now,  IBM  and  Apple  are  sud- 
denly allies.  That  detente  may  yield  new 
projects  for  Claris. 

BAD  MOOD.  These  days,  in  addition  to 
making  Mac  programs,  Claris  is  plan- 
ning to  sell  packages  for  PCs  that  run 
Microsoft  Corp.'s  popular  Windows  soft- 
ware. In  October,  Claris  purchased  from 
IBM  its  first  Windows  product,  a  pro- 
gram called  Hollywood  that  does  snazzy 
graphics  presentations.  Eilers  says  more 
non-Mac  products  are  on  the  way,  may- 
be even  programs  for  laptops  that  read 
handwriting.  He  has  doubled  the  compa- 
ny's development  budget,  in  part  to 
bring  out  Windows  versions  of  Mac  ti- 


was  too  vital  to  Apple's  strategy-  to  be 
under  someone  else's  control. 

For  employees  hoping  to  get  rich  on 
their  stock,  it  was  a  blow.  By  early  1991, 
Claris'  original  CEO.  William  H.  Camp- 
bell, resigned,  and  so  did  ever\-  member 
of  his  eight-person  executive  staff.  Ten 
of  Claris'  22  directors — the  next  level  of 
management — fled  as  well.  Developers 
are  still  leaving.  Says  Vem  Rabum, 
founder  of  software  startup  Slate  Corp.: 
"Hiring  Claris  people  is  not  hard." 

The  upheaval  has  hurt.  A  word-pro- 
cessing program  called  MacWrite  Pro 
may  be  a  year  late.  "When  going  public 
was  taken  away,  a  lot  of  people  felt 
betrayed,"  explains  Michael  Hilton,  a 


pete  aggressively  in  new  software  marl 
kets.  "I  don't  know  that  Claris  will  surl 
vive  within  Apple,"  says  one  Claris 
employee.  Rivals  question  whether  anjj 
hardware  maker  can  run  a  software  opj 
eration  to  compete  with  the  likes  of  Mil 
crosoft,  Lotus,  and  Borland.  Indeed,  IBM 
recently  decided  to  close  down  its  lack! 
luster  PC-applications  software  dinsion.l 
"It  will  be  a  tough  competitive  en\T 
ronment,  no  question."  says  Eilers.  "Bui  hi 
we  think  we  have  a  tremendous  opportu  p(W 
nit}'."  To  seize  it,  Eilers  must  find  wayj 
to  boost  morale — and  fast.  Otherwise,  h( 
may  have  to  man  the  sails  as  well  as  th( 
tiller. 

By  Kathy  Rebello  in  Santa  Clara.  Calif. 
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Holland  America  Line  recently 
arrived  at  the  ultimate  destination 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis- 
tinction earned  through  more  thar 
a  centupv'-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS 
technolog}'. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1875,"  says 
President  Lanterman, 
"customers  have  alvvav's 
been  the  focus  of  everv'- 
thing  we  do.  And  today, 
CAs  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on"  on 
of  CA's  most  adx'anced  database 
management  s>'stems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  run  a  ver>'  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 


CA9 


CA  5  Compurin 
Architecture 
For  The  90s. 


President  Kirk  Lanterman 's 
strategic  use  of  software  drixt.s 

customer  satisfaction  to  new 
heights  while  reducing  is  costs. 

It's  ONE  REASON  WHY 

Holland  America  Line  was 

recently  named  the 
"World's  Best  Cruise  Line." 


industry  norm. 

"With  CA, 
we  ha\'e  a  rela- 
tionship that 
transcends  the 
products,"  states 
Lanterman. 
"Their  people  lis- 
ten. They  know 
our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decade 
we've  ever  faced." 
Anything  else? 
"Full  speed  ahead." 

(SOMPUTEft' 
/ISSOaATES 

Software  superior  by  design. 

I  1991  Computer  .Associates  International,  Inc.. 
711  Stewart  Avenue,  Garden  City,  NY  11530-4787, 
1-800-645-5003.  .Ml  trade  names  referenced  are  trademark; 
or  registered  trademarks  of  their  respective  companies. 


If  ithadlesslegTDd 
cost  thousands  m( ; 


Logic  would  seem  to  dictate  that  when  you  pay  thousands  of  dollars  more  for  a  car, 
you  should  get  a  lot  more  car.  Apparently,  in  the  case  of  the  Cadillac  Sedan  DeVille 
versus  the  Chrysler  Fitth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample 
room  for  six,  air-conditioning,  automatic  transmission,  automatic  load  leveling, 
stereo  sound  system,  tuUy  reclining  seats,  all  as  standard  equipment.  Both  offer 
safety  and  performance.  A  driver's  air  bag  is  standard  on  the  Chrysler  Fifth 


*StanJanJ  equipment  levels  vary, 

LeKroom  companson  to  Cadillac  Brougham.  tExciudes  normal  maintenance,  adjustments  and  certam  wear  items.  See  hmited  warrant^'  at  dealer,  Some  restricrions  applv- 


1,  a  lesser  warranty 
I,  it  oould  be  a  Cadillac 


Avenue,  as  is  a  powerful  tuel-injected,  3.3'liter  V-6.  Anti-lock  brakes 


are  also  available.  Here,  however,  is  where  logic 


totally  falls  apart.  The  restyled  Chrysler  Fifth 


Avenue  costs  thousands  less,  yet  it  has  more  legroom 
than  the  largest  Cadillac*  And  it  offers  a  better  warranty: 


bumper-to-bumper  protection  for  5  years  or  50,000  miles?  So  if 


you're  looking  for  a  great  luxury  car,  defy  logic.  Pay  less,  get  more. 


hrysler  Fifth  Avenue.  For  more  information,  please  call  1-800'4A'CHRYSLER. 
THE  199  2  CHRYSLER  FIFTH  AVENUE 


.D  VANTAGE:  CHRYSLER  IV 


OFFICIAL  SPONSOR  USA 
OF  THE  1992  U 
OLYMPIC  TEAM 
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COFFEE  I 


FEWER  CUPS, 
BUT  A  MUCH 
RICHER  BREW 


As  the  U.S.  coffee  habit  wanes, 
gourmet-blend  sales  perk  up 


s 


eattle  these  days  is  in  the  grips  of 
gourmet-coffee  madness.  Care  to 
catch  up  on  the  local  cultural  gos- 
sip? Try  the  counter  at  Starbucks,  where 
earnest  yuppies  plunk  down  $1.35  for 
latte  macchiato — espresso  with  steamed 
milk  and  a  touch  of  froth.  Want  some- 
thing to  sip  while  enjoying  Caribbean 
street  music?  There's  Henry's  Decaf 
($1.10)  at  SBC  Coffee.  Need  a  shopping 
pick-me-up?  At  Gloria  Jean's  in  the 
Westlake  mall,  mocha  with  whipped 
cream  goes  for  $1.60. 

You  would  never  know  it  from  Seat- 
tle's caffeine  craze,  but  most  Americans 
now  measure  out  their  lives  with  fewer 
coffee  spoons.  The  National  Coffee 
Assn.  figures  consumption  is  down, 
from  3.1  cups  a  day  per  adult  in  1962  to 
an  estimated  1.75  cups  in  1991.  In  these 
health-conscious  times,  only  half  of  U.  S. 
adults  indulge,  down  from  three-quar- 
ters in  the  1960s.  Retail  coffee  sales,  at 
around  $6.7  billion,  have  barely  budged 
in  five  years. 

NICE  NICHE.  Yet  purveyors  of  gourmet 
coffee  beans  are  thriving.  According  to 
New  York  research  firm  Find/svp,  sales 
of  gourmet  coffee — specialty  roasts  and 
varieties  such  as  Kenyan  or  Hawaiian 
Kona  sold  by  companies  not  affiliated 
with  the  big  brands — have  grown  an  av- 
erage of  137(  annually,  to  about  $780 
million  this  year  (chart). 

Some  of  these  spe- 
cialty coffee  chains 
are  going  national,  so 
much  of  the  country 
could  catch  Seattle's 
mocha  mania.  Star- 
bucks Coffee  Co.  has 
added  coffee  bars  to 
its  bean  shops  under 
President  Howard 
Schultz,  a  former 
housewares-company 
executive  who  bought 
out  the  original  own- 
ers in  1987.  Starbucks 
has  entered  the  Los 
Angeles  market.  San 
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BEYOND  BOHEMIA:  STARBUCKS  IS  BLANKETING  LOS  ANGELES 


CLASSY  BEAHS: 
HEATING  UP 


Diego  and  San  Francisco  will  be  next. 

With  110  stores  now  and  an  estimated 
$80  million  in  revenues,  Starbucks  is  ri- 
valed only  by  Gloria  Jean's  Coffee  Bean 
in  Buffalo  Grove,  111.  Gloria  Jean's  has 
124  stores  in  over  100  cities  and  will 
open  58  more  by  1993,  mostly  franchises. 
According  to  the  owners,  revenues 
jumped  from  $18  million  in  1989  to  $50 
million  this  year.  Other  chains  are  Flori- 
da's Barnie's  Coffee  &  Tea  Co.  and 
Michigan's  Coffee  Beanery  Ltd. 

These  chains  turn  an  amenity  once 
confined  to  bohemian  burgs  such  as 
Berkeley,  Calif.,  into  a  business  that 
jives  with  several  trends.  There's  the  na- 
tional thirst  for  sobriety.  In  Los  Ange- 
les, coffeehouses  have 
become  late-night 
hangouts  for  the 
young  set.  "Everyone 
is  quitting  alcohol  and 
drugs,"  says  Stefan 
Bell,  22,  an  actor  who 
frequents  the  Living 
Room.  "You  see  peo- 
ple coming  in  after  AA 
meetings." 

And  as  an  afford- 
able luxury,  gourmet- 
coffee  sales  percolate 
despite  the  weak  econ- 
omy. "You  can't  buy 
that  new  car,  but  you 
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can  splurge  on  a  cup  o 
coffee,"  says  Edward  C 
Kvetko,  co-owner  o 
Gloria  Jean's.  Thi 
chain,  started  by  forme 
beautician  Gloria  Jeai 
Kvetko  and  her  forme 
homebuilder  husband 
has  targeted  malls.  Thi 
menu  includes  such  fla 
vors  as  hazelnut  an( 
French  vanilla. 

Starbucks  disdain; 
such  baroque  flavors 
But  it  does  cultivate  ai 
air  of  romance,  a  con 
cept  not  usually  associ  i 
ated  with  that  cup  o  | 
regular  unleaded  man; 
Americans  drink.  Star 
bucks  locations  conn 
complete  with  Italian 
style  coffee  bars  an(| 
biscotti  in  glass  jars! 
"We're  not  just  selling 
a  cup  of  coffee,  we  an 
providing  an  experi  | 
ence,"  Schultz  says. 

Not  everyone  rave: 
about  that  experience 
In  January,  a  scathing 
review  in  Consume 
Reports  criticized  Star 
'bitter  charred  taste."  Unfazed 
master  taster  Dave  Olsei 


bucks' 
Starbucks 

says:  "A  phenomenal  number  of  peopli 
are  deciding  in  our  favor." 

So  far,  Starbucks  and  Gloria  Jean':! 
have  not  hurt  each  other.  The  questioil 
is  what  Procter  &  Gamble's  Folger's 
Kraft  General  Foods'  Maxwell  House 
and  Nestle's  Hills  Brothers  and  Chase  A 
Sanborn  will  do.  All  offer  upgraded  verj 
sions,  using  tags  such  as  "gourmet  su 
preme,"  "French  roast,"  and  "100%  Co 
lombian."  Nestle  has  bought  Sark's,  : 
California  whole-bean  marketer.  Kraf 
sells  high-quality  beans,  labeled  Maxwel 
House  Private  Collection,  in  stores  an( 
Sweden's  Gevalia  Kaffe  by  mail.  It'; 
also  selling  coffee  from  Jacobs  Suchard 
a  European  company  it  recently  bought 

But  the  purchasing  departments  o 
the  top  coffee  sellers  still  largely  favo 
lower-priced  beans,  and  they  have  yet  t( 
throw  much  marketing  muscle  behim 
gourmet  brands.  "Up  to  this  point,  th( 
small  companies  have  been  protected,' 
says  Tom  Pirko,  president  of  Bevmark, : 
beverage-industry  consultant.  But  if  th( 
big  players  do  wake  up  and  smell  th( 
you-know-what,  the  most  robust  part  o 
the  coffee  market  will  turn  as  hot  as  ; 
steaming  espresso. 

By  Don  Jones  Yang  in  Seattle,  wit) 
Julia  Flynn  Siler  in  Chicago  and  bureai 
reports 


MARKETil 


(Ring,  Ring)  What  time  is  it  there? 
OK,  I'm  in  Denver,  that's  Mountain 
time,  so  it's  after  five.  1  wonder  if 
Jan's  in.  (Ring,  Ring)  1  wonder  if 
Wright  called.  Oh-my-gosh  and 
Richard  Terry.  (Ring,  Ring)  C'mon, 
c'mon.  I  wonder  if  marketing 
got  to  the  West  proposal.  I  need 
to  know  if  the  Brown  thing's 
a  go  because  then  the  Callen 
thing's  a  no-go.  And  if  that 
changes  then  my  trip  to  Richmond 
changes,  (Ring,  Ring)  I  wonder 
why  janitors  can't  pick  up  phones. 


ORUSI 


Getting  messages  when  you're 
on  the  road  shouldn't  be  a  has- 
sle. That's  why  SkyTel'^'  has  more 
ways  to  keep  you  in  the  know. 


HOW  DO  YOU  KNOW 

YOUR  SECRETARY 
HAS  AN  IMPORTANT 
MESSAGE  FOR  YOU? 


Your  SkyPager  displays  a  phone 
number  and  even  numeric 
codes  that  you've  devised  (like 
"911"  for  emergencies). 

Better  yet,  since  you  choose 
the  people  who  have  your  code 
number,  you  can  avoid  unwant- 
ed calls  from  your  out-of-work 
brother-in-law. 


Our  2.5-ounce  SkyPager"  is  easy 
to  carry  and  even  easier  to  use. 
Your  clients,  customers  and 
cohorts  just  dial  1  800  SKY- 
PAGE  and  enter  your  personal 
code  number.  Then  in  seconds,  a 
silent  signal  or  a  discreet  tone 
lets  you  know  you  have 
a  message.  \ 


HOW  DO  YOU  KNOW 
WHICH  OF  YOUR  27 
URGENT  MESSAGES  IS 
REALLY  URGENT? 


SkyTalk'  is  a  service  that  provides 
voice  mail  in  addition  to  the 
instant  notification  you  get 
from  SkyPager  or  SkyWord". 

By  dialing  1  800  SKY  TALK 
and  your  personal  code,  callers 
reach  your  voice  mail  box.  After 
they  leave  a  message,  you're 
alerted  to  the  call,  immediately. 


f 


^KVTEL 


HOW  DO  YOU 
KNOW  WHAT  PART 

OF  THE  REPORT 
NEEDS  REVISION  12? 


HOW  DO  YOU  KNOW 
ABOUT  BREAKING  LOCAL 
NEWS  WHEN  YOU'RE 
OUT  OF  THE  COUNTKY? 


:yWord  is  our  latest  communi- 
tions  breakthrough.  It  works 
St  like  SkyPager,  but  It  also 
ves  you  the 
Jditional 
;nefit  of 
ceiving  a 
»mplete 
ritten  mes 
ge  along  with 
le  telephone 
imber  of 
le  person  who  needs  you. 
Its  80-character  electronic 
splay  means  SkyWord  will  give 
>u  a  message  like:  REVISED 
JMBERS  ON  MARSHALL  PLAN 
ILL  BE  READY  BY  6  TONIGHT. 
5U'RE  SET.  DAVID. 
When  you're  out  of  town, 
s  a  great  way  to  get  all  the 
itails  on  what's  going  on  back 
the  office. 


When  you  travel  with  SkyTel, 
important  messages  can  reach 
you  just  about  wherever  you  go. 
In  thousands  of  cities  and  towns 
across  the  U.S.  and  Canada.  And 
in  Mexico,  soon. 

No  wonder  more  business 
travelers,  from  corporate  execu- 
tives to  high-flying  entrepre- 
neurs, are  going  places  with 
SkyTel.  SkyTel,  the  leader  in 
messaging  services. 


TO  KNOW. 

CBECAUSE 

NOT 

KNOWING 
DOESN'T 

AS  WELL) 

With  SkyTel  by  your  side  on  the  road,  you'll  know  what  you  need 
to  know  as  soon  as  you  need  to  know  it.  Without  it,  there's  no 
knowing  what  you're  missing.  For  more  information,  give  us  a 
call  at  1  800  456  3B33,  ext.  4218. 

m  A  subsidiary  ot  Mtel 
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>ME  DISTRIBUTION  I 


HE  RICH  ARE  RICHER— AHD 
MERICA  MAY  BE  THE  POORER 


e  widening  income  gap  could  cost  the  U.S.  plenty 


120- 


100- 


n  recessions,  certain  things  are  pre- 
dictable: Incomes  stagnate  or  fall, 
and  the  poverty  rate  climbs, 
his  recession  is  no  different.  Median 
sehold  income  fell  1.7%  in  1990,  and 
poverty  rate  jumped  to  13.5%.  The 
ibers  for  1991,  which  will  be  released 

before  the  Presidential  election  in 
I,  could  look  even  worse.  But  the 
lical  deterioration  in  incomes 
jldn't  be  regarded  as  merely  a  pass- 
phenomenon.  Indeed,  the  most  trou- 
g  thing  about  the  latest  numbers  is 
:  for  the  majority  of  the  U.  S.  popula- 
,  they  cap  more  than  a  decade  of 
me  stagnation  or  worse.  At  the  same 

a  small  minority  has  enjoyed  rapid 
is  in  income.  This  is  already  shaping 
is  a  juicy  morsel  for  politicians — the 
rness  issue"  is  on 
e  and  more  vote- 
cers'  lips  these  days, 
ut  what  has  hap- 
ed  to  incomes  in 
Brica  over  the  past 
^ears  or  so  is  trou- 
g  on  economic  as 
.  as  moral  grounds, 
ply  put,  growing  in- 
le  inequality  and 
)bornly  high  poverty 
s  threaten  the  coun- 
5  long-term  growth 
spects.  That's  be- 
5e  inequality  of  in- 
,e  distribution  and 
;istent  poverty  can 
a  damper  on  pro- 
:ivity  growth,  while 
;nating  incomes 
ip  consumer  pur- 
sing power, 
^hat's  more,  there 
t  seem  to  have  been 

economic  benefits 
ved  from  the  rich 
ing  gotten  richer,  as 
le  economists  ar- 
d  in  the  early  1980s, 
n  the  Reagan  Ad- 
istration  first 
hed  taxes.  The  na- 
's  savings  rate  was 
30sed  to  rise,  but  it 
t't.  And  the  swelling 


tide  of  income  for  a  few  was  supposed 
to  lift  all  boats,  but  it  didn't.  "I  don't 
know  what  you  can  say  that's  good 
about  what's  happened  to  incomes," 
says  Lawrence  Chimerine,  senior  adviser 
to  DRi/McGraw-Hill. 

FAT  SLICE.  Most  of  the  3.3  million  fam- 
ilies whose  income  topped  $102,000  last 
year — the  richest  5%  of  the  population — 
would  probably  disagree  with  Chimerine 
and  give  three  cheers  for  their  good  for- 
tune. By  next  year,  that  group  will  have 
seen  its  aftertax  income,  after  inflation, 
grow  nearly  60%  over  a  15-year  period, 
according  to  calculations  by  the  Con- 
gressional Budget  Office  based  on  Cen- 
sus Bureau  data  (chart).  And  the  richest 
1%  of  the  population  will  have  enjoyed 
even  sharper  gains  in  real  income,  both 


INCOMES  HAVE  BECOME 
MORE  UNEQUAL... 


60- 


40- 


GROWTH  IN  AVERAGE  FAMILY 
INCOME,  AFTER  INFLATION, 

1977-92* 
■  PRHAX       ■  AFTERTAX 


-20- 
▲  PERCENT 


16- 


...AND  THE  POVERTY  RATE 
REMAINS  STUBBORNLY  HIGH 


77  78 
▲  PERCENT 


DATA:  CONGRESSIONAL  BUDGET  OFFICE  TAX  SIMUIATION  MODEL,  CENSUS  BUREAU,  BW  ESTIMATES 


pretax  and  especially  aftertax,  over  the 
same  period.  Indeed,  it's  only  those  in 
the  top  quintile,  or  top  20%,  who  show  a 
respectable  gain  in  real  incomes  over  the 
15-year  span. 

The  "next  richest"  quintile  experi- 
enced only  a  modest  gain  in  real  in- 
comes, while  the  bottom  three  quintiles 
saw  family  incomes  shrink  in  real  terms 
over  the  period.  Meanwhile,  1990's  pov- 
erty rate  jumped  0.7  of  a  percentage 
point.  While  it  isn't  surprising  that  pov- 
erty rose,  it  is  troubling  that  the  in- 
crease occurred  on  top  of  an  alreadv- 
high  12.8%. 

Typically,  sustained  economic  growth 
lifts  people  out  of  poverty  and  drives  the 
rate  down.  If  the  long  expansion  of  the 
1960s  is  any  guide,  poverty  should  have 
been  3.5  percentage  points  lower  than  it 
was  in  1989,  the  last  full  year  of  the 
1980s'  expansion,  according  to  calcula- 
tions by  economist  Rebecca  M.  Blank  at 
Northwestern  University.  Key  macro- 
economic  indicators, 
such  as  how  much  out- 
put grew,  were  remark- 
ably similar  for  the  pe- 
riods 1963-69  and  1983- 
89  for  which  Blank 
made  comparisons,  yet 
the  results  were  very 
different.  "The  whole 
relationship  between 
economic  growth  and 
poverty  has  changed," 
she  concludes. 

Indeed,  it's  clear  that 
the  link  between  eco- 
nomic growth  and  in- 
come growth  has  weak- 
ened— the  pie  has  kept 
growing,  but  the  slices 
of  that  pie  are  being  un- 
evenly distributed. 
What  accounts  for  that 
weakening  link?  Inter- 
estingly, most  econo- 
mists now  agree  that 
tax  and  transfer  policy 
in  the  1980s  played  a 
role,  but  not  the  chief 
one.  At  the  uppermost 
end  of  the  income  scale, 
tax  cuts  made  aftertax 
income  surge  even  high- 
er than  pretax  income. 
And  at  the  low  end  of 
the  distribution  scale, 
cuts  in  income  transfers 
hurt  the  poor.  But  it's 
clear  that  incomes  have 
grown  unequally  on 
both  a  pretax  as  well  as 
an  aftertax  basis 
(chart),  so  the  overall 
impact      of  policy 
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New  technology  can  seem  a  little  intimidating. 


Recently  a  leading  computer 
industry  publication  reported 
some  frightening  statistics. 

While  investments  in  informa- 
tion technology  have  reached 

©  1991  Andersen  Consulting  All  rights  reserved 


40%  of  U.S.  capital  spending, 
national  productivity  has  not  im- 
proved since  1973. 

So  the  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy 


The  evidence  indicates  that  ki^ 
technology  alone  doesn't  pay  f^etti 
off.  Maybe  it's  time  to  recognize  l,^^ 
that  hardware  companies  sell  fc§y' 
hardware.  Period. 


indersen  Consulting  sells 
lething  even  more  powerful. 
^  way  to  seamlessly  link  tech- 
)gy  to  your  strategies,  opera- 
is  and  human  resources. 


In  other  words,  a  way  to  turn 
technological  advances  into 
competitive  advantage.  It's  an 
approach  we  can  apply  for  any 
organization.  Without  fear 
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changes  has  not  been  that  great.  "I 
would  estimate  that  something  Hke  15'/ 
to  207c  of  the  change  in  the  distribution 
is  due  to  changes  in  taxes  and  trans- 
fers," says  Isabel  V.  Sawhill,  an  econo- 
mist at  the  Urban  Institute  in  Washing- 
ton, D.  C. 

Today,  economists  agree  that  the 
widespread  competitive  and  technologi- 
cal changes  that  occurred  during  the 
1980s  induced  a  sharp  increase  in  the 
rewards  for  skill  and  education,  thereby 
widening  the  gap  in  incomes.  From  1980 
to  1990,  men  with  four  years  of  high 
school  saw  their  median  incomes  fall 
15.57'  in  real  terms.  During  the  same 
period,  men  with  four  years  of  college 
experienced  a  gain  in  median  income, 
after  inflation,  of  l.67c. 

The  changes  in  the  supply  and  de- 
mand for  low-skilled  labor  may  explain 
why  some  incomes  lagged  behind  even 
the  mediocre  performance  of  the  middle- 
income  group.  But  they  fail  to  explain 
why  incomes  of  the  richest  segment 
surged.  "It's  impossible  to  attribute  the 
sharp  increase  in  income  at  the  top  of 
the  scale  to  a  drastic  increase  in  the 
relative  value  of  the  services  provided 
by  people  at  that  level,"  says  Henry  J. 
Aaron  of  the  Brookings  Institution. 
"What  we're  observing  is  some  success- 
ful rent-seeking  activity,"  whereby  law- 
yers, investment  bankers,  and  other  pro- 
fessionals extract  extra  income  for 
seemingly  unique  abilities.  And  because 
such  endeavors  earn  high  rewards,  says 
Aaron,  talent  may  be  diverted  from 
more  productive  but  lower-paying  en- 
deavors, such  as  engineering. 
FEWER  BUYERS.  What  are  the  economic 
consequences  of  the  stark  divisions  that 
have  developed?  Big  earners  may  be  big 
spenders,  but  their  outlays  may  not  off- 
set cutbacks  in  the  rest  of  the  economy. 
It's  possible,  ventures  DRi's  Chimerine, 
that  with  wages  squeezed,  tax  burdens 
up,  and  the  majority  of  the  population 
"standing  still  or  worse  in  terms  of  pur- 
chasing power,"  the  U.  S.  could  end  up 
with  "a  demand-short  economy."  He  ar- 
gues that  if  one  person  gets  a  $20,000 
raise  while  another  person  loses  a 
$20,000  job,  the  first  person's  additional 
consumption  is  unlikely  to  make  up  for 
the  loss  of  the  newly  unemployed  per- 
son's consumption. 

For  most  economists,  this  is  a  difficult 
argument  to  make  for  the  overall  econo- 
my. While  people  with  low  incomes  have 
a  high  propensity  to  consume — that  is, 
they  are  more  likely  to  spend  a  large 
portion  of  an  extra  dollar  earned — it's 
also  true  that  high-income  people  spend 
a  sizable  share  of  their  dollars.  So  on  an 
aggregate  basis,  consumption  in  the 
economy  shouldn't  contract  or  be  any- 
thing but  marginally  affected  by  shifts 


in  income  distribution.  NevertheUs. 
there  are  differences  in  spending  at- 
terns  that  may  be  important.  "The  ch 
simply  demand  different  types©! 
goods,"  says  James  K.  Galbraith,an 
economist  at  the  University  of  Texa,iat 
Austin.  Both  Galbraith  and  Chimene 
worry  that  income  trends  could  damen 
demand  in  the  mass  market  for  gols. 
And  it's  that  market  that  just  may  lip- 
pen  to  have  more  domestic  than  fonp 
producers.  v 

Inequality  and  stagnating  incogs 
may  also  constrain  growth  in  oter 
ways.  "We  have  to  ask  ourselves  whfh- 
er  the  macroeconomy  is  becoming  pr- 
manently  hostile  to  less-skilled  wft- 
ers,"  says  Northwestern's  Blank.  Ifio. 
there  will  be  considerable  costs.  Fi;t  - 
there  are  the  costs  of  having  to  suppr- 
a  population  that  is  barely  making  i: 


One  in  five  children  under  '5 
lives  in  poverty,  and  poor  ki.s 
don't  eat — or  learn — as  wd 
as  their  better-off  peers 


economically.  Next,  there's  the  potenai 
cost  of  possible  social  disruption  resit- 
ing  from  worsening  income  inequatj' 
and  a  population  of  persistently  pooro- 
dividuals.  Finally,  there's  the  cost  of  ( 
signing  people  to  low-productivity  j 
when  they  and  society  could  do  bett( 

Poverty  is  always  a  burden, 
course — both  to  those  who  must  end 
it  and  to  the  society  that  must  cope  v 
it.  But  by  far  the  greatest  burden — i 
the  greatest  potential  loss  to  the  ecc 
my — stems  from  the  extraordinai 
high  level  of  child  poverty  in  Amei 
today.  One  in  five  children  under  the 
of  15  lives  in  poverty,  and  a  stagger 
50%  of  all  black  children  under  the 
of  six  live  in  poverty.  Poor  children  dc 
eat  as  well  or  learn  as  much  as  tl 
better-off  peers,  which  means  they  w( 
do  as  well  when  they  become  adu 
"We  are  disadvantaging  the  next  ger 
ation,"  says  Timothy  M.  Smeeding, 
economist  at  Syracuse  University. 

The  consequences  of  high  pove 
among  children  and  widening  inequa 
throughout  the  income  spectrum  a 
be  readily  quantified.  And  as  the  eco 
my  starts  to  recover  and  incomes  st 
to  rebound,  worries  about  fairness  n 
recede.  But  the  underlying  shifts  in 
come  over  the  past  15  years  have  b' 
seismic,  and  they  may  well  make  it  ha 
er  for  the  economy  to  get  up  a  full  h 
of  steam. 

By  Karen  Pennar  in  New  Y 
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The  difference  between  zoom 
and  zooooooooooooom. 


L  you're  looking  for  a 
camcorder  that  can  bring 
the  action  up  close,  here  are 
three  words  of  advice: 
Hitachi  Digital  Zoom. 

The  amazing  fact  is, 
while  most  ordinary  cam- 
corders can  get  you  only 
8  times  closer,  Hitachi's  new 
Digital  Zoom  is  capable 
of  magnification  up  to  100 
times.  Of  course,  as  with  all 
digital  camcorders,  at  ex- 
tremely high  zoom  levels, 
picture  clarity  diminishes. 

So  now,  when  your 
Little  Leaguer  is  playing  deep 
center  field,  you  can  catch 
every  detail  from  the  seats 
behind  home  plate. 

When  your  favorite  singing 
group  comes  to  town,  you  can 


record  them  close  up  from  the  last 
row  of  the  balcony. 

And  when  all  the  zoo  animals 


are  hiding  in  the  background, 
you  can  bring  them  eyeball 
to  eyeball. 

With  Hitachi  Digital  Zoom, 
the  possibilities  are  endless. 

To  learn  more  about  Digi- 
tal Zoom  and  other  innova- 
tions like  Accushot,  Artificial 
Intelligence  and  Autohead 
Cleaner,  call  1-800-HITACHI. 
Your  dealer  will  show  you 
that  the  difference  between 
ordinary  camcorders  and 
Hitachi  camcorders  is,  among 
other  things,  a  whole  lot  of 
zoooooooooooooom. 
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HAVE  YOU  EVER 
THOUGHT  LIFE 
COULD  USE  A 
WAKE-UP  CALL? 


HAVE  YOU 
DRIVEN 
A  FORD 
LATELY? 

THE  24-VALVE,  220  HORSEPOWER 
FORD  TAURUS  SHO. 

It's  a  wake-up  call  in  a  world  of  sleepy 
sedans.  The  24-valve,  220  horsepower  shot 
>t  adrenalin  called  Ford  Taurus  SHO. 

Vhen  its  Super  High  Output  V-6  comes 
alive,  a  special  sport-tuned  suspension 
and  anti-lock  brakes  sync  up  with  a  new, 
nnproved  five-speed  shifter  to  create  a 
responsive  and  invigorating  performance. 

The  SHO's  new  dash  flows  into  the 
doors  in  a  seemingly  seamless  manner. 
;HO  also  has  performance  gauges  and 
articulated  sport  seats  with  optional 
leather  trim. 

Outside,  ground  effects  enhance  a  new 
shape  to  create  a  dramatic  look.  One  to 
be  noticed  both  coming  and  going. 

NEWS  ABOUT  SAFETY. 

All  it  takes  is  some  rapid  eye  movement 
around  the  cockpit  to  see  what's  new. 
For  safety's  sake,  there's  a  neivly  available 
front  passenger-side  air  bag.  A  driver- 
side  air  bag  comes  standard.  Both 
supplemental  restraint  systems  should 
be  used  with  your  safety  belt. 

Take  your  daily  routine  down  a  new 
route.  The  1992  Ford  Taurus  SHO. 

NEW  BUMPERTO-BUMPER  WARRANTY. 

New  36-month/36,000-mile  limited 
warranty  requires  no  deductible.  See 
your  dealer  for  a  copy. 

NEW  TAURUS 
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STRATEGIES! 


AT  CARGILI,  THE  TIES  THAT 
AREN'T  BINDING  ANYMORE 


I  if 


As  the  agiicultural  giant  moves  beyond  commodities,  its  heirs  debate  the  future 


For  more  than  a  decade,  the  four 
silver-haired  men  met  every  month 
in  a  wooded  compound  tucked 
away  near  the  shores  of  Minnesota's 
Lake  Minnetonka.  Sitting  in  a  circle  of 
upholstered  armchairs  beneath  paintings 
of  their  great-grandfather  and  his  de- 
scendants, the  men  would  talk  family 
business.  But  for  cousins  Whitney,  Dun- 
can, and  Cargill  MacMillan  and  Jimmy 
Cargill,  family  business  meant  Cargill 
Inc.,  with  its  $13.5  billion  in  assets.  The 
family  leaders  command  the  op- 
erations of  the  nation's  No.  1 
grain  merchandiser,  second- 
largest  beef  packer,  and  j 
eighth-largest  steel  com- 
pany. "We've  always 
tried  to  do  what's  best 
for  the  family  and  for 
the  business,"  says  Dun- 
can MacMillan,  chairman 


of  Waycrosse  Inc.,  holding  company  for 
the  family's  investments,  including  its 
Cargill  stock. 

Doing  what's  best  for  both  has  gotten 
difficult  lately — so  difficult,  in  fact,  that 
tensions  have  forced  the  council  of  el- 
ders to  suspend  its  monthly  gatherings. 
"We  have  not  met  because  there's  been 
a  little  bit  of  anger,"  says  Duncan  Mac- 
Millan. "It's  not  as  much  fun  as  it  used 
to  be."  At  the  root  of  the  trouble  are 
disagreements  over  a  possible  employee 
stock-ownership  plan  and  how 
many  shares  respective  family 
members  could  sell  under  the 
plan. 

The  company  that  was 
founded  126  years  ago 
with  a  grain  warehouse  in 
frontier  Iowa  is  now  one  of 
the  world's  largest  privately 
held  corporations,  with  800 


locations  around  the  world,  70  produ  ItJS 
lines,  and  50,000  employees.  The  mag: 
tude  of  those  operations  and  the  heel 
pace  of  modern  business  are  tugging 
the  ties  that  have  bound  the  Cargill  ai 
MacMillan  clans  to  their  company  f 
more  than  a  century. 
SLOWDOWN.  Like  many  family-held  coi 
panies  before  it,  Cargill  is  feeling  pre 
sure  from  the  younger  gene^'atio 
which  doesn't  have  the  parents'  ai 
grandparents'  emotional  bonds  to  the  eR.to 
terprise  and  wants  to  cash  out.  At  tl  cae 
same  time,  the  ranks  of  manageme' 
have  become  filled  with  outsiders.  Ai 
after  the  expected  retirement  of  62-ye£  sreasi 
old  Cargill  Chairman  Whitney  MacMilh  'm& 
in  three  years,  Cargill  will  be  led  by 
nonfamily  member.  Since  the  other  thr 
members  of  the  elder  council  are  also  i 
over  60,  none  of  them  will  take  over  tl  !5.ii,eiiti 
helm.  A  sign  of  the  times:  This  sprin 


THE  WAY 
FAMILY  DOES  BUSINESS 
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▼  KENYA  KLATSCH 

Wholesale  businesses  such 
coffee  trading  no  longer  pn 
the  profit  margins  Cargill  is 
looking  for 
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I  secretive  grain  gianl  sought  the  help 
consultants  McKinsey  &  Co.  for  ad- 
e  on  management  succession  and 
npany  structure. 

Nh\\e  family  members  struggle  to  re- 
'ine  their  role  in  managing  the  compa- 
Cargill  is  facing  growing  pressures 
m  the  outside  world.  Once-hungry 
itomers  such  as  China  are  producing 
re  grain  and  importing  less,  while  fi- 
icially  strapped  countries  such  as  the 
fiet  Union  can't  afford  the  grain  they 
id.  Meanwhile,  ferocious  competition 
market  share  among  the  grain  gi- 
,s — including  Brazil,  Argentina,  the 
3.,  Canada,  and  Australia — has  kept 
;es  low.  That  means  lower  margins 
Cargill  when  it  sells  to  its  customers, 
'he  growth  slowdown  has  forced  Car- 
to  undertake  wrenching  changes 
t  will  realign  the  company  toward 
v  markets.  The  No.  1  aim:  to  break 
h  Cargill's  wholesaling  roots  and  en- 
higher-margin  markets,  even  selling 
sumer  products.  Increasingly,  Cargill 
jinning  its  hopes  on  selling  branded 
ducts,  from  poultry  to  corn  oil.  But 
company  is  late  to  this  game.  Tradi- 
lal  agricultural  companies  such  as 
r.Agra  Inc.  and  CPC  International 
nt  the  1980s  acquiring  and  develop- 
consumer  brands. 

''or  most  of  its  history,  Cargill  had 
le  reason  to  look  beyond  its  tradition- 
businesses  for  growth.  Its  size  and 
ly  lead  in  information  technology 
)t  it  growing  faster  than  such  global 
•ibusiness  rivals  as  Bunge-Borne, 
itinental  Grain,  and  Ar 


cher  Daniels  Midland.  With  its  teletypes 
clacking  out  information  about  weather 
and  shipping  conditions  worldwide,  Car- 
gill could  shave  enough  pennies  from  its 
competitors'  grain  prices  to  make  bil- 
lions in  competitive  global  markets. 

The  pennies  added  up  quickly:  In  the 
22  years  since  Cargill  first  revealed  its 
sales  data,  revenues  have  grown  from 
$2  billion  to  $49  billion  to- 
day— though  this  number  is 
somewhat  inflated  because 
the  company  often  acts  as  a 
middleman.  But  the  informa- 
tion age  has  leveled  the  play- 
ing field  for  Cargill  and  its 
competitors,  and  the  world's 
grain  trade  is  shrinking. 
DOUBLE  DARE.  The  result? 
Cargill  no  longer  is  meeting 
its  internal  financial  objec- 
tives. Company  documents  ob- 
tained by  BUSINESS  WEEK, 
show  that  it  has  been  more 
than  a  decade  since  Cargill 
met  its  sales  targets  (chart,  page  96). 
"We  believe  we  still  have  the  ability  to 
double  the  company  every  five  to  seven 
years,"  says  Chief  Financial  Officer 
Robert  Lumpkins,  a  leading  contender  to 
become  CEO  after  Whitney  MacMillan, 
who  declined  to  be  interviewed.  "But 
there's  just  not  a  stair-step  earnings 
growth  for  us."  True  enough.  The  $49 
billion  in  sales  for  the  year  ended  May 
31  was  up  177^  from  1990.  But  Cargill's 
return  on  capital  averaged  6.8%  from 
1985  to  1990,  while  Archer  Daniels  Mid- 


This 

corporation  is 
not  a  financial 
investor,' 
explains 
President 
Hutter. 
'We're 
managers' 


land's  was  9.17f  over  the  same  period. 

Cargill  is  taking  some  blows  to  the 
heart  of  its  business,  the  merchandising 
operation  that  produces  the  majority  of 
its  revenues  and  profits.  Squeezed  by 
fierce  competition,  merchandising — buy- 
ing and  selling  commodities  such  as 
grain,  coffee,  and  sugar  in  markets  from 
rural  Iowa  to  Sao  Paulo  to  Nairobi — no 
longer  offers  the  kind  of  prof- 
it Cargill  wants.  But  despite 
efforts  to  diversify,  it  still  has 
18%  of  its  net  worth  invested 
in  merchandising.  The  compa- 
ny won't  break  down  revenue 
figures.  "If  you've  got  that 
kind  of  enormous  business 
locked  into  low  margins," 
says  Paul  Grangaard,  a  spe- 
cialist on  privately  held  com- 
panies with  Minneapolis  bro- 
kerage Piper,  Jaffray  & 
Hopwood  Inc.,  "you're  not  go- 
ing to  double  your  company 
every  five  years,  like  Cargill 
wants  to  do." 

That's  why  Cargill  has  been  frantical- 
ly trying  to  reduce  its  dependence  on 
merchandising.  The  company  has  ex- 
panded into  everything  from  grain  pro- 
cessing to  meats,  steel,  and  financial  ser- 
vices. These  ventures  now  account  for 
more  than  80%  of  Cargill's  net  worth,  up 
from  around  60%  in  1980.  Even  so,  most 
of  the  new  investment  is  still  in  commod- 
ity-oriented businesses. 

To  reduce  its  reliance  on  commodities, 
Cargill  is  trying  to  market  to  consumers 
with  such  names  as  Fresh  Cargo 


ZATA  HEADQUARTERS 

public  market  value  has 
imated  at  $10  billion,  and 
iger  family  members  'go 
kers  when  they  hear 
at' 


M  DRAIN  Squeezed  by 
ernational  competition 
Iting  overcapacity, 


Cargill  is  frantically  trying  to 
reduce  its  dependence  on  grain 
merchandising 
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▲  PRAIRIE  ROSE  Founded  126 
years  ago  in  Iowa,  Cargill  now  has 
800  locations  around  the  world, 
70  product  lines,  and  50,000  em- 
ployees 


4  BRANDED  PRODUCTS  Cargill 
shelved  one  consumer  product 
line,  Excel  vacuum-packed  meat, 
but  remains  the  nation's  No.  2 
beef  packer 
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De*i  Msna, 

Enclosed  is  the  infoimation  you  requested  ebout  EutoClimb 

Tins  year's  excursion  will  include  climbs  in  Fiince,  fwnierland.  and  Italy,  Our  specialty  is 
adventurous  travel  by  foot,  \  ^       'I'ou  may  |om  the 

tour  at  any  Ume  (cost  is  broken  down  by  country)  however,  we  rer^  mend  iJiat  to  get  the 
most  out  of  the  experience  you  .isn  up  for  the  entire  excursior  i,-,    aiis  packet  and 
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The  mouse  makes  everyday  tasks 
as  easy  as  click,  click,  click. 
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Rearranging  a  document  couldn't  be  any  easier. 
With  new  Word  2X)you  can  drag  and  drop  text  wherever  you  want. 
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Ml  it  takes  is  one  click  on  the 
Toolbar  and  presto,  instant  tables. 


Click  this  Toolbar  button  and 
get  instant  bullets. 
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1     Click  here  for  automatic  envelopes.     |     Click  here  to  print  your  imrk.  | 

Click  here  to  make  charts. 


Click  here  to  check  spelling. 


Click  here  to  zoom  in. 


ntrodudng  new  Word  for  Windows  2.0. 


When  it  comes  to 
word  processing,  really 
nothing  could  be  more 
natural  than  using  the 
all-new  Microsoft"  Word 
for  Windows'."  You  see, 
Word  2.0  makes  those 
—"—^   everyday  word  process- 
Lg  tasks  remarkably  easy 

Which  means  you  can  now  concen- 
ate  on  what  you're  actually  doing.  Rather 
lan  how  you're  actually  going  to  do  it. 

This  is  possible  for  a  number  of 
sasons.  Like  our  unique  Toolbar "  feature, 
lets  you  do  those  things  you  do  most 
"ten  with  one  simple  click  of  a  button. 

Of  course,  looks  count  for  some- 
ling,  too.  With  Word  you  can  bring  in  a 
ible  of  numbers  from  Microsoft  Excel. 
r  with  the  new  built-in  drawing,  charting 


and  shading  features,  along  with  the  ability 
to  move  anything  on-screen  with  a  drag 
and  drop,  you'll  find  yourself  adding  some 
very  very  cool  efifects. 

But  best  of  all,  making  the  move  is 
easy-so  easy  there  is  virtually  no  down- 
time. Just  type  in  a  WordPerfect  keystroke 
and  Word  demonstrates  the  equivalent 
command  right  in  your  document.  Plus, 
your  existing  WordPerfect  files  (and  other 
file  formats)  are  perfectly  usable  in  Word. 

You  can  get  all  of  this  and  a  lot  more 
when  you  upgrade  to  Word  for  Windows 
for  only  $129.*  So  pick  up  the  phone  and 
call  us  at  (800)  323-3577  Department  V23. 

Y)u'll  quickly  see  that  nothing 
could  be  more  natural. 

Microsoft 


fer  good  for  current  licensees  of  WordPerfect.  MuitiMate.  WordStar.  MS  Word  for  DOS  and  DisplayWrite.  Please  allow  2-4  weeks  for  delivery  upon  receipt  of  order  by  Microsoft.  Offer  expires  3/31/92.  Limit  one  per  customer  Reseller  prices  may  vary.  Call 
ystem  requirements.  Offer  good  only  in  the  50  United  States  ©  1991  Microsoft  Corporation  All  nghts  reserved.  Printed  m  the  U.S.A.  In  the  United  States,  call  (800)  323-3577.  Dept  V23.  For  information  only:  In  Canada,  call  (800)  563-9048.  outside 
United  States  and  Canada,  call  (206)936-8661.  Microsoft  is  a  registered  trademark  and  Toolbar  and  Windows  are  trademarks  of  Microsoft  Corporation  WordPerfect  is  a  registeral  trademark  of  the  Wordf^rfect  Corporation. 


Money  Making 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
thousands  of  emerging  private  firms  where 
last  year  one  in  seven  expanded  employ- 
ment by  over  25%,  and  the  5,000  fastest 
growing  grew  by  an  average  of  23%  ... 
creating  502,000  new  jobs  and  the  need  for 
almost  every  kind  of  business  product  or 
service  -  everything  from  office  equipment 
to  disability  insurance  to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CORPTECH  DIRECTORY,  it's  the  only 
resource  available  that  uncovers  America's 
emerging  sector  of  technology  manufac- 
turers. Think  of  it!  While  most  of  the 
economy  is  hurting,  these  companies  are 
growing.  CorpTech  gives  you  their  names, 
geographic  location,  growth  rates  for  each 
company,  plus  names,  titles,  and  respon- 
sibilities of  their  1 11, 000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers  for 
specific  products,"  M  ike  Mueller,  Manager, 
Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
ing'efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech,  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 


VDUW  THROWING 
rrALLAWAY. 


1-800-CALL-EDF 
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shrimp  and  Honeysuckle  poultry.  Re- 
search in  the  corn-milling  division  could 
lead  to  name-brand  products  in  the 
sweetener  business,  too.  And  Cargill  is 
hiring  packaged-goods  marketers  to 
manage  some  of  its  businesses. 

But  Cargill  has  plenty  to  learn  before 
it  becomes  a  consumer-goods  player. 
Beef  eaters  didn't  bite  earlier  this  year 
when  Cargill  put  its  Excel  brand  vacu- 
um-packed beef  on  grocery  shelves.  The 
meat's  purplish  look  turned  them  off, 
and  Cargill  abandoned  the  experiment, 
at  least  temporarily.  "They're  not  con- 
sumer-savvy," says  Ed  Jenkins,  vice- 
president  for  meat  processing  at  Sara 
Lee  Corp. 

Maybe  not.  But  Cargill  shouldn't 
be  counted  out  of  consumer  mar- 
kets— not  with  the  kind  of  muscle  it 
has  flexed  in  wholesale  businesses. 
Look  at  what  happened  shortly  after 
Cargill  opened  a  $55  million  beef-pro- 
cessing plant  in  High  River,  Alta.,  in 
1989.  It  was  a  gutsy  move,  consider- 
ing the  glut  in  the  Canadian  beef- 
packing  industry.  But  Cargill  figured 
it  could  penetrate  the  market  by  us- 
ing modern  technology,  paying  em- 
ployees up  to  one-third  less  than  pre- 
vailing wages,  and  underselling 
competitors.  Cargill  may  have  lost 
$15  million  on  the  plant  last  year,  but 
its  hardball  tactics  have  helped  per- 
suade Toronto-based  Maple  Leaf 
Foods  Inc.,  one  of  Canada's  largest 
food  processors,  to  exit  the  beef 
business. 

AGITATION.  As  it  confronts  other 
competitive  foreign  markets,  Cargill 
is  relying  more  on  joint  ventures, 
which  it  once  shunned.  "We'd  rather 
do  it  ourselves,"  says  Cargill  North 
Asia  President  J.  Norwell  Coquillard. 
"But  it's  all  case  by  case."  Cases  in 
point:  a  new  pork-processing  venture 
with  Taiwan's  government  and  an  ef- 
fort by  Showa  Sangyo  and  Excel 
Beef  to  supply  precut  beef  to  Japan's 
fast-food  and  hotel  industries.  Car- 
gill's  conditions  for  joint  ventures  are 
always  the  same — majority  owner- 
ship and  management  control.  "This 
corporation  is  not  a  financial  inves- 
tor," explains  Cargill  President  Heinz 
Hutter.  "We're  managers." 

As  Cargill  wrestles  with  new  markets 
and  new  challenges,  it  also  must  resolve 
issues  of  ownership  and  management 
structure.  True,  the  ultimate  control  of 
Cargill  lies  in  the  hands  of  the  40  family 
members  who  own  100%  of  the  compa- 
ny's voting  stock.  But  a  growing  contin- 
gent of  younger  insiders  is  agitating  for 
the  opportunity  to  turn  their  Cargill 
stock  into  cash. 

The  company's  normally  placid  corpo- 
rate campus  in  Wayzata,  Minn.,  was  jolt- 


ed this  spring  by  rumors  of  a  pub 
stock  offering,  which  proved  to  be  fals 
Such  talk  is  tantalizing  for  the  young 
generation,  only  two  of  whom  curreni 
work  for  the  company.  The  compani 
annual  dividends  to  family  ^owners  a  riS 
less  than  3%  of  net  income,  but  Prud( 
tial  Securities  Inc.  food  analyst  Jo 
McMillin  figures  Cargill's  public  mark 
value  would  be  $10  billion.  "The  kids 
just  bonkers  when  they  hear  abo 
that,"  admits  Duncan  MacMillan. 

To  enable  family  members  to  cash 
their  holdings,  the  clan  is  considering 


WHERE  CARGILL  REAPS 
ITS  PROflTS... 

TOTAL  1991  NET  PROflTS  $382  MILLION 


■  PROCESSING 

Corn,  oilseed,  apples, 
v/heat,  cocoa 

■  INDUSTRIAL 

Steel,  chemical 
products,  salt,  fertilizer 

■  GRAIN 
MERCHANDISING 

Hedging  of 
agricultural  and 
petroleum  products 

...AND  HOW 
ITS  SALES 


I  FINANCIAL 
Trading  in  financiJ 
instruments 

ITSAMS^-O'TATION 
Rail,  truck,  and 
water  freight 

■  AGRICULTURAL 
PRODUCTS 

Meat  and  poultryj 

processing, 
animal  feed 

IT  MISSES 
TARGETS 
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employee  stock-ownership  plan.  But 
proval  has  been  delayed  for  more  th 
three  months  as  family  advisers  wres 
with  the  details.  The  issue  appears  to 
most  troublesome  for  Whitney  MaclV 
Ian.  Those  who  know  him  say  the 
tensely  private  CEO  is  adamantly 
posed  to  nonfamily  ownership.  But 
Cargill,  both  the  family  and  the  fam 
business  are  changing  so  rapidly  that 
may  have  no  choice. 

By  David  Greising  in  Wayzata,  Min 
with  Willia7n  C.  Symonds  iri  Toroyito  a 
Karen  Loivry  Miller  in  Tokyo 


THE  CORPORA 


Sunkyong  is  a  world-class  business  group  based  in  Korea, 
with  annual  revenues  of  more  than  10  billion  dollars. 


We  are  a  recognized  leader  in  the  fields  of  energy,  international  trade,  petrochemicals, 

fibers,  magnetic  and  optical  media  and  engineering/construction.  Sunkyong  has  a 
growing  commitment  to  such  technology-driven  fields  as  fine  and  specialty  chemicals, 
high  performance  engineering  plastics,  pharmaceuticals  and  telecommunications. 
In  the  U.S.,  we  generate  more  than  $800  million  in  annual  revenues  working 

with  hundreds  of  American  companies.  We  are  forming  alliances  with 
companies  seeking  a  partner  with  a  strong  capital  base  and  access  to  markets 
and  products  around  the  world,  particularly  in  Asia. 
If  you  are  looking  for 
a  perfect  partner,  please  contact 
Managing  Director,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  NY,  NY  10022 

Fax:  (212)  906-8137  A  perfect  partner  for  American  business. 
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From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AT&T  wants  you  back.  If 
your  business  left  AT&X  but  didn't  save 
what  you  had  hoped.  If  you  miss  AT&T's 
fast  connections  for  calls  and  faxes.  If 
you  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better.  Now  you  can 
afford  to  come  back. 

AT&T  PRO"  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  competitive  prices— 4%  to  19% 
off  our  regular  rates.*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now^  and 
we'll  even  give  you  one  month  of  long 


distance  service  free.  One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  today 
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KNIGHT-RIDDER'S  KNIGHT 
IN  ELECTRONIC  ARMOR? 


CEO  James  Batten  looks  to  data  services  to  rescue  his  bottom  line 


James  K.  Batten  knows  one  newspa- 
per story  so  well  he  could  knock  it 
out  in  his  sleep:  Advertisers  are 
placing  fewer  classified  and  help-wanted 
ads  in  papers.  Retailers  and  airlines  are 
going  bankrupt,  and  their  display  ads 
are  vanishing  with  them.  For  Batten,  a 
newspaper  reporter  who  rose  to  become 
chairman  and  CEO  of  Knight-Ridder  Inc., 
it  means  another  miserable  year  for  his 
industry.  Third-quarter  prof- 
its at  Knight-Ridder,  the  na- 
tion's third-largest  newspa- 
per chain,  plunged  237f  from 
last  year. 

So  why  hasn't  Batten 
lapsed  into  the  pessimism  of 
many  old  newspaper  hands? 
For  one  thing,  he's  just  back 
from  Europe,  where  Knight- 
Ridder  is  aggressively  mar- 
keting its  financial-informa- 
tion service,  MoneyCenter. 
The  service,  which  transmits 
financial  data  and  news  from 
the  company's  own  financial 
newswire,  is  one  of  several 
data  services  offered  by 
Knight-Ridder.  Batten  thinks 
he  can  become  a  formidable 
player  in  this  business  be- 
cause "what's  carried  us  so 
far  is  being  good  at  news." 
HELP  NEEDED.  Indeed,  Knight- 
Ridder's  reputation  is  still 
rooted  in  its  28  daily  newspa- 
pers, which  include  The  Phil- 
adelphia Inquirer,  The  Mi- 
ami Herald,  and  other 
Pulitzer  prize  winners.  But 
with  ad  linage  way  down  at 
most  of  them.  Batten  wants 
to  make  Knight-Ridder  less 
dependent  on  the  fortunes  of 
the  newspaper  business 
(charts).  Newspapers  still  ac- 
count for  86/i  of  the  Miami-based  com- 
pany's $2.8  billion  in  revenue.  By  1993, 
though.  Batten  says  business-informa- 
tion services  will  contribute  21%  of  sales. 

It's  a  risky  strategy:  MoneyCenter  is  a 
distant  third  in  a  business  dominated  by 
Reuters  Holdings  PLC  and  Dow  Jones  & 
Co.'s  Telerate  service.  Moreover,  the  in- 
dustry's growth  has  slowed  as  such  cus- 


tomers as  banks  and  financial-services 
companies  have  undergone  a  sharp  con- 
traction. Skeptics  also  point  to  Dow 
Jones's  tribulations  with  Telerate.  It 
shelled  out  $1.6  billion  to  buy  the  compa- 
ny, which  has  since  been  pummeled  by 
rival  Reuters. 

Similarly,  Knight-Ridder  has  been  in- 
vesting heavily  in  information  services. 
It  paid  a  hefty  $35:-!  million  in  1988  to 
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buy  Dialog,  an  on-line  data  base.  But  the 
company's  business-information  reve- 
nues grew  just  77r  in  the  first  nine 
months  of  1991,  down  from  U%  in  1990. 
And  some  analysts  say  Knight-Ridder  is 
still  too  small  to  compete  effectively. 
"If  they  want  to  be  a  global  player," 
says  Dennis  Waters,  publisher  of  indus- 
try  newsletter  Inside  Market  Data, 


m 


litlie 
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"they  need  to  grow  much  more  rapid;.'' 

Still,  Knight-Ridder  has  avoided  se'ir-  -i* 
al  missteps.  Unlike  Telerate,  it  has  jje- 
served  MoneyCenter's  technologjal  iTJI 
edge  by  unveiling  new  software  tjat 
alerts  subscribers  to  smart  trades  m|e  --'P 
in  the  markets.  And  Knight-Ridder  jiiJtii 
nanced  the  Dialog  deal  by  selling 
eight  TV  stations  at  the  peak  of  the 
ket,  at  a  net  gain  of  $6'7  million.  Whjiape: 
more,  a  recent  stock  offering  opens 
way  for  more  acquisitions. 
MIDAIR  REPAIR.  Batten  may  have  1^ 
choice  but  to  plunge  deeper  into  in 
mation  services.  Revenue  at  Knight-l 
der's  newspaper  division  was  down  9/ 
the  first  nine  months  of  1991.  The  / 
aid,  its  hometown  paper,  is  being 
tered  by  a  loss  of  retail  advertising 
competition  from  Tribune  Co.'s  S 
Sentinel  in  nearby  Fort  Lauderdale,  '.  trin 
Faced  with  similar  challenges  in  se 
al  markets.  Batten  is  try 
almost  anything  to  keep 
papers  competitive.  At 
St.  Paul  Pioneer  Press, 
example,  Knight-Ridder 
trying  to  expand  the  news  mm 
per's  advertising  reach 
an  experiment  called  AdI 
The  program  produces 
"advertorial"  health  ma 
zine  and  sponsors  trade  f;  bEc 
and  events  linked  to  the 
per.  If  it  is  successful 
could  be  expanded  to  ot 
Knight-Ridder  papers. 

The  company  is  also 
training  its  sales  staffi 
The  idea  is  to  make  tl 
more  persuasive  with  clit 
who  might  otherwise 
ads  into  direct  mail  or  ot 
more  targeted  media.  At 
Charlotte  Observer,  ad  s 
reps  can  now  grant  advei 
ers  an  instant  credit  of  uj 
$1,000  to  compensate  for 
rors    in   ads.  Newspa 
chains  generally  haven't 
vested  much  in  such 
services,  but  the  current 
crisis  is  forcing  many  to 
think  their  most  basic 
proaches.  "We're  repairin 
747  at  39,000  feet,"  conce 
Jerome  S.  Tilis,  vice-presid 
for  marketing. 
The  changes  go  much  further  tl 
how  ads  are  sold.  Among  its  Icng-rai 
projects,  Knight-Ridder  is  studying 
lored  newspapers."  For  example, 
company  would  add  an  editorial  secli 
on  "parenting"  to  papers  distributecJ  jg"^, 
households  with  children. 

Knight-Ridder  is  also  scrambling 
win  over  an  increasingly  elusive  reac 
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:  time-pressed  baby  l)oomers,  many 
'hom  don't  read  newspapers  regular- 
:n  Boca  Raton,  Fla.,  Knight-Ridder 
it  million  to  produce  a  boomer- 
idly  newspaper.  Among  its  features: 
t-page  articles  that  don't  jump  to  in- 
pages,  splashy  graphics  (including  a 
flamingo  on  the  masthead),  and  eas- 
3-read  classified  ads  and  movie  list- 
.  Despite  three  price  hikes,  the  pa- 
)  circulation  is  up  T/'  on  weekdays 
6%  on  Sundays.  "In  an  industry  not 
vn  for  strategic  planning,"  says 
spaper  analyst  John  Morton  of 
;h,  Jones  &  Ryan  Inc.,  "Knight-Rid- 
[las  moved  to  the  forefront." 
it  the  flurry  of  activity  is  not  with- 
its  critics.  Newsroom  staffers  fret 
Knight-Ridder  will  try  to  impose  the 
.  Raton  formula  on  its  other  papers. 
3  have  also  been  rankled  by  Bat- 
habit  of  referring  to  readers  as 
tomers" — especially  since  he's  a  for- 
newsman.  Jennie  Buckner,  Knight- 
er's  vice-president  for  news,  insists 
Boca  Raton  isn't  the  model  for  the 
of  the  chain.  But  she  does  want  to 
3  its  papers  more  reader-friendly. 
IG  FREEZE.  Editorial  staffers  also 
y  about  the  company's  relentless 
cutting,  which  some  say  threatens 
istrous  editorial  reputation.  At  The 
jdelphia  Inquirer,  for  example,  no 
reporters  have  been  hired  in  over  a 
"We've  had  to  look  at  everything 

0  and  avoid  hitting  an  artery,"  says 
ity  Editor  Gene  Foreman.  Former 
ers  also  say  a  new  $300  million  col- 
■inting  plant,  set  to  open  next  year, 
Id  have  been  up  and  running  years 

Batten  concedes  that  the  plant 

1  have  been  built  sooner. 
light-Ridder  will  certainly  have  to 
imbler  in  the  future.  A  recent  U.  S. 
eme  Court  decision  to  allow  the  re- 
il  Bell  phone  companies  to  enter  in- 
ation  services  means  even  more  ri- 

To  stay  ahead.  Batten  is  already 
)ring  services  such  as  electronic 
ifieds.  One  idea:  providing  a  code 
newspaper  stories  that  allows  read- 

0  get  more  information  by  phone  or 
luter.  At  the  same  time.  Batten  is 

1  about  repeating  the  mistakes  of 
tron,  a  primitive  videotex  service 
folded  in  1986,  after  costing  Knight- 
3r  $50  million.  Viewtron  failed  in 
because  customers  had  to  use  a 
^  and  complex  keyboard. 

11,  with  few  media  observers  fore- 
ng  a  quick  rebound  in  ad  spending, 
;n  is  unlikely  to  stop  innovating. 
Rolfe  Neill,  publisher  of  The  Char- 
Observer:  "Jim  Batten  knows  we 
to  make  the  cash  register  ring  in 
•  to  do  the  journalism  we  want  to 
For  a  newsman  who  has  exchanged 
lines  for  bottom  lines,  striking  that 
ice  will  be  no  mean  feat. 

By  Gail  DeGeorge  in  Miami 


lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


^  Member  in  Seoul,  Korea 

HOTEL  LOTTE  ^^mtfelLS 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr,  Moore  of  Asia  Pacific  Marketing,  explains, 
it's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr,  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence. 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 


For  flessrvations:  New  York:  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA:  (213)  540-7010,  Toll  Free  800-24  LOTTE,  London  (071)  323-3712/4 
Hotel  Lottei  C,P,0,  Box  3500  Seoul,  Tel:  (02)  771-1000,  Telex  LOTTEHO  K23533/4,  Fax:  (02)  752-3758,  Cable,  HOTELOTTE 


AKE  YOUR  BEST  SHOT. 


IMPROVE  YOUR  GAME  DRAMAfMMlY 


with  the  world's  first  comprehensive 
GOLF  PERFORMANCE  EVALU.  at 
Centinela  Hospital's  Fitness  Institute. 

The  Evaluation  also  includes: 

A  detailed  video  and  computer  swing  analysis 
A  comprehensive  physical  examination 
A  golf-specific  exercise  prescription 
A  written  analysis  of  your  technique  by  a 
HI  Jhj  0  PGA  teaching  pro 


\.IViV  (MJTHijTE 


Call  Centinela  Hospital's  Fitness  Institute 
and  sign  up  for  the 
Golf  f^erformaitce  tvojugtion  now._^ 


Located  in  Culver  City,  CA,  minutes  from  Los  Ani 
International  Airport. 
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HOW  WILL  BEING  A  PLAYER  IN  THE  WORLD'S  LARGEST  MARKETPLACE 

CHANGE  YOUR  BUSINESS? 


I  J)S  IS  a  Yfjrnlnrd  Imdinnark  of  Elerlronir  Dntn  Systems  Corporation.   ©  1991  EDS 


The  treaty  with  Mexico  that  will  complete  the  world's  largest  free  trade 
zone  is  near.  Many  btisinesses  are  shifting  focus  to  address  the  expanded 
opportunities  and  intensified  competitive  pressure  that  free  access  to  364 
million  consumers  in  three  countries  will  create.  EDS  is  already  helping 
major  companies  gain  a  competitive  advantage  in  this  new  market  with 
innovative  applications  of  information  technology.  In  telecommunications, 
data  exchange,  networking,  even  monetary  transactions,  we  make  crossing 
boundaries  of  businesses  and  borders  of  nations  easy  and  routine. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
Wherever  you  do  business,  we  can  help  manage  your  information  systems  a 
little  or  a  lot.  We  work  closely  with  your  people,  to  add  capabilities,  and  to 
provide  flexibility,  so  you  can  focus  on  your  core  business. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 
The  expansion  of  the  Free  Trade  Zone  will  multiply  your  need  for  informa- 
tion. EDS  can  help  evaluate  your  information  technology  to  insure  you  get 
a  steady  stream  of  answers,  not  just  a  flood  of  data. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 
We  are  known  for  making  hardware,  software,  communications,  process  and 
people  work  together  seamlessly — across  both  culttues  and  continents. 
You  won't  find  an  information  technology  services  company  with  a  longer 
or  better  record. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  history  of  developing  systems  and  software  for  a  business's  individual 
needs.  No  matter  where  you  do  business  or  what  business  you're  in, 
EDS  can  provide  you  with  expertise  and  experience  to  take  advantage  of 
opporttmities  created  by  free  trade. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 
Even  though  you  can't  control  change,  you  can  take  advantage  of  it  with 
EDS.  To  learn  more,  call  in  the  U.S.  (214)  490-2000,  ext.  213;  in  Mexico 
(525)  254-7274;  in  Canada  (416)  290-2700. 


EDS 


TAKE    ADVANTAGE    OF  CHANGE^" 


IS  IT  AN  AMERICAN  CAR? 


For  years,  Americans  have  had  a 
love  affair  with  their  Hondas.  Com- 
pact and  mechanically  near-perfect, 
they  occupy  a  special  place  in  the  auto- 
motive pantheon.  First,  nimble  Civics 
revolutionized  the  way  Americans  re- 
garded utilitarian,  high-mileage  cars. 
Next,  agile  Accords  proved  you  could 
cram  big-car  style  and  comfort  into  an 
affordable  compact  package.  And  lately, 
Honda's  Acura  line  has  helped  to  rede- 
fine the  notion  of  luxury  cars.  In  all, 
Americans  have  bought  2.4  million  U.  S.- 
made  Hondas  since  the  pro- 
duction line  started  rolling  in 
Ohio  in  1982,  and  today  its 
Accord  is  the  best-selling  car 
in  America. 

More  than  any  other  for- 
eign auto  maker,  Honda  has 
also  worked  hard  to  establish 
itself  on  North  American 
soil.  It  operates  three  auto- 
assembly  facilities  and  an  en- 
gine plant.  Of  the  854,879 
cars  that  Honda  sold  in  the 
U.  S.  last  year,  nearly  two- 
thirds  were  built  in  North 
America.  And  those  cars, 
Honda  says,  have  a  "domes 


Two-thirds  of 
the  855,000 
Hondas  sold  in 
America  are 

made  in 
America.  But 
where  do  their 
parts  really 
come  from? 


tic  content"  of  759^^ — meaning  that  three- 
fourths  of  the  price  tag  is  based  on 
American  labor,  components,  and  other 
costs. 

But  now,  some  suspicious  U.  S.  offi- 
cials are  questioning  whether  Honda's 
U.  S.  operations  are  all  they  seem  to  be. 
Government  investigators  say  that 
Honda  has  overstated  the  local  content 
of  the  cars  it  builds  in  Ohio  and  Ontario. 
Studies  by  the  U.  S.  government  and  pri- 
vate researchers  suggest  that  Honda's 
cars — and  those  of  Toyota  and  Nissan 
assembled  in  the  U.  S. — are  mostly  col- 
lections of  Japanese  parts  handled  by 
Americans  but  designed,  engineered, 
and  fabricated  in  Japan.  The  efforts  of 
Japanese  auto  companies  to  use  Ameri- 
can-owned suppliers  are  "a  sham," 
charges  J.  Michael  Farren,  Commerce 
Dept.  Under  Secretary. 


The  U.  S.  government  is  now  looking 
at  Honda  to  see  if  it  unfairly  took  advan- 
tage of  the  1989  U.  S. -Canadian  Free 
Trade  Agreement.  If  Honda  is  found  to 
have  less  than  507'  local  content  in  cars 
shipped  duty-free  between  the  two  coun- 
tries under  the  trade  pact,  the  company 
could  be  hit  with  $20  million  in  back 
tariffs  for  a  single  year.  Worse  than  the 
cost,  Honda  would  tarnish  its  reputation 
for  conscientiously  working  to  become 
American. 
The  dispute  could  exacerbate  tensions 
with  the  Japanese,  since 
three-quarters  of  the  U.  S. 
trade  deficit  with  Japan  is  in 
autos  and  auto  parts  (chart, 
page  109).  The  issue  of  Japa- 
nese auto  keiretsu,  or  indus- 
trial groups,  operating  on 
U.  S.  soil  is  quickly  emerging 
as  one  of  the  hottest  in 
Washington.  And  as  U.  S. 
companies  relocate  offshore 
only  to  be  replaced  by  Japa- 
nese transplants,  the  issue  of 
foreign  investment  could 
help  decide  some  congressio- 
nal races,  especially  in  the 
Rust  Belt  states.  "The  Ad- 


ministration thinks  foreign  investment  is 
the  answer  to  our  trade  problem,"  says 
House  Majority  Leader  Richard  A.  Gep- 
hardt (D-Mo.).  "But  America  gets  a  few 
crumbs  off  the  table,  while  the  Japanese 
market  remains  closed." 
DUAL  CITIZENSHIP.  The  issue  of  trans- 
plants also  reverberates  across  the  At- 
lantic. Should  the  Europeans  consider 
Japanese  cars  made  in  Ohio  or  Tennes- 
see as  American  or  Japanese?  As  the 
Europeans  ponder  this,  the  Bush  Admin- 
istration is  giving  confusing  signals. 
While  one  arm  of  the  U.  S.  government 
is  scrutinizing  the  content  of  Canadian 
Honda  Civics,  another  is  trying  to  con- 
vince Europeans  that  Honda  Accords 
made  in  Marysville,  Ohio,  are  truly  red, 
white,  and  blue. 

The  Administration  argues  that  the 
U.  S. -assembled  Hondas  should  not 
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count  against  European  Community  and 
French  quotas  on  Japanese  imports. 
U.  S.  Trade  Representative  Carla  A. 
Hills  has  been  adamant  on  Honda's  be- 
half, insisting  "the  nameplate  doesn't 
matter.  Tliis  is  an  American  car."  And 
Secretary  of  State  James  A.  Baker  HI 
cabled  the  embassy  in  Brussels  to  lend 
support.  The  contradiction,  says  Repre- 
sentative Sander  M.  Levin  (U-Mich.),  "is 
another  example  of  incoherent  trade  pol- 
icy— calling  something  American  that  is 
primarily  Japanese." 

The  complex  argument  over  the  na- 
tional origin  of  autos  is  also  bogging 
down  U.  S. -Canada-Mexico  free-trade 
talks.  Congress  is  pushing  the  Bush  Ad- 
ministration to  take  a  tough  bargaining 
stance  with  Mexico,  fearing  that  Japan 
will  exploit  low  wage  levels  there  to 
flood  the  North  American  market  with 
cheaply  made,  Japanese-designed  cars. 
But  the  government  of  Mexican  Presi- 
dent Carlos  Salinas  de  Gortari  insists 
that  rules  of  origin  not  be  drawn  so 
tightly  that  they  turn  away  Japanese 
investors. 

This  dispute  could  jeopardize  confir- 
mation by  Congress  of  any  agreement. 
Warns  Senate  Finance  Committee  Chair- 
man Lloyd  Bentsen  (D-Tex.),  a  strong 
backer  of  the  free-trade  deal:  "Nothing 
will  do  more  harm  than  evidence  that 
[Mexican  factories]  are  being  used  as  a 
launching  pad,  as  kind  of  a  trampoline 
for  foreign  goods  to  get  into  the  United 
States  without  paying  the  proper  du- 
ties." For  its  part,  Canada  seeks  assur- 
ances that  its  four  Asian  auto  trans- 
plants will  not  be  regulated  out  of  the 
lucrative  U.  S.  market. 
METAL  DESK.  Of  all  Japanese  auto  com- 
panies, Honda  has  operated  in  the  U.  S. 
for  the  longest  and  claims  the  highest 
U.  S.  content.  It  is  a  pioneer,  and  thus 
has  emerged  as  a  potent  symbol  of  this 
debate.  Honda  officials,  both  in  the  U.  S. 
and  in  Japan,  are  understandably  sensi- 
tive about  allegations  that  it  misrepre- 
sents itself  as  American.  "Look  at  me!" 
exclaims  Scott  N.  Whitlock,  executive 
vice-president  of  Honda  of  America 
Manufacturing  Inc.  "Do  I  look  like  a 
transplant  or  an  American  citizen?" 

That's  a  tough  question  to  answer. 
Whitlock,  an  intense,  48-year-old  former 
real  estate  lawyer  from  Columbus,  Ohio, 
is,  of  course,  an  American.  But  as  the 
top-ranking  American  at  Honda's  U.  S. 
manufacturing  facilities,  he  wears  stark 
white  coveralls  and  works  at  a  plain 
metal  desk  amid  a  vast  force  of  other 
Honda  workers,  just  like  a  Japanese  ex- 
ecutive might  in  Tokyo.  The  U.  S.  gov- 
ernment has  also  decided  that  Whitlock 
isn't  just  another  U.  S.  auto  e.xecutive: 
His  salary  is  counted  as  an  expense  of 
the  Tokyo-based  pai'ent,  Honda  Motor 


Co.,  not  of  the  American  subsidiary. 

Now,  as  a  result  of  a  preliminary  U.  S. 
Customs  Service  investigation,  the  re- 
sults of  which  were  first  leaked  in  June, 
Whitlock  is  being  called  on  to  defend 
Honda  as  an  American  entity.  In  the 
report,  Customs  alleges  that  Honda  ma- 
nipulated the  rules  of  U.  S. -Canadian 
free  trade  to  overstate  the  North  Ameri- 
can value  of  its  Civics  built  in  Alliston, 
Ont.  It  concludes  that  these  Civics 


THE  RIDDLE  OF  A 
CRANKSHAFT 

Honda  says  the  crankshaft  in  a  1990 
Accord  is  100%  American  because 
it  IS  fabricated  entirely  in  the  U.S.  But 
many  of  the  American  suppliers  are 
owned  by  Japanese  companies. 
Thus,  it's  hard  to  determine  the  true 
"domestic  content" 

►  Using  American  steel,  a  bar  is  made 
by  Copperweld  Steel  Co., 
63.4%  owned  byjapc- 
nese  companies 


►  Next,  TFO  Tech  Co.,  a  100% 
Japanese-owned  plant  in 
jeffersonville,  Ohio,  forges 
the  steel,  adding 
major  value 


►  Then  the  crankshaft  is  shipped  to 
Metallurgical  Services  Co., 
in  Dayton,  100%  U.S.- 
owned,  for  heat 
treatment 


►  It  returns  to  TFO  for  more  processing 

►  Finally,  the  engine  plant  in  Anna, 
Ohio,  100%  owned  by  hlonda, 
machines  it  and  assembles  the  engine 

DATA;  HONDA  Of  AMERICA  MANUFAGURING  INC, 


lacked  the  507f  North  American  conte 
needed  to  qualify  for  duty-free  export 
the  U.  S.  (page  108). 

As  they  probed.  Customs  auditc 
challengecl  the  origin  of  U.  S.-made  co 
ponents,  as  well.  Investigators  fou  S'f''' 
only  $5L75  worth  of  U.  S.  parts  and  rj 
materials  in  the  Honda  engines  made, 
Anna,  Ohio,  while  more  than  .$700  in 
gine  parts  came  from  suppliers  in  Jap|f* 
or  transplant  parts  makers,  wholly 
partially  owned  by  Honda. 

Customs  investigators  concluded  tl 
just  lo7<  of  the  value  of  parts  in  Ci' 
engines  was  North  American.  In  fact, 
Honda's  own  accounting,  the  bigg( 
item  of  local  content  added  at  the  An 
engine  plant  was  depreciation  of  the  f 
tory's  equipment.  And  most  of  that  n 
chinery  had  been  imported  from  Jap; 
Customs  charges. 

Even  more  explosive  was  Custor 
charge  that  Honda's  Tokyo  headqu 
ters  dictated  the  prices  that  Honda-rel  Urn 
ed  suppliers  in  the  U.  S.  and  Cana  iayett 
charged  Honda's  North  American  si  iM. 
sidiaries  for  parts.  The  parent  compa 
in  Tokyo  allegedly  told  suppliers,  ma 
of  them  partially  owned  by  Honda, 
sell  parts  at  a  loss. 

Not  only  would  this  practice  constitiL 
the  "dumping"  of  Canadian-made  Civ 
onto  the  IT.  S.  market  at  less  than 
cost  of  production,  a  trade  violation, 
it  also  suggests  that  Honda  engaged 
transfer-price  manipulation,  unders 
ing  its  U.  S.  profits  to  minimize  its  U 
tax  exposure. 

PILING  ON.  Whitlock  and  Honda 
America  are  livid  about  such  chard 
and  deny  any  improprieties.  Hon 
points  out  that  the  Treasury  Dept.  \\ 
yet  to  issue  regulations  on  determini 
just  how  "American"  a  particular  (j 
model  is.  Customs,  Whitlock  charg 
has  just  made  up  its  own  criteria 
are  being  pilloried  in  public  because  1 
U.  S.  government  didn't  do  its  job,' 
says.  Moreover,  he  argues  that  it  w 
necessary  to  induce  Honda's  suppli( 
from  back  home  to  come  to  the  U 
because  U.  S.  auto-parts  suppliers  init 
ly  either  couldn't — or  wouldn't — mi 
Honda's  specifications.  Honda  also 
gues  that  its  production  system  hin: 
on  longtime  suppliers  that  can  make  c 
cial  just-in-time  deliveries. 

The  flap  is  not  likely  to  stop  the 
however.  Other  units  of  the  Bush  I 
ministration  are  entering  the  fray.  ^. 
Internal  Revenue  Service  has  beefed 
its  scrutiny  of  transfer  pricing  behav 
by  Japanese  companies.  The  Just 
Dept.  is  reviewing  its  guidelines 
whether  the  vertically  integrated  Ja; 
nese  auto  keiretsu  violate  U.  S.  antitr] 
laws.  The  Federal  Trade  Commiss 


and  the  U.  S.  International  Trade  C<  ti. 
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on  are  examininjj  the  same  issue, 
of  a  sudden,  the  issues  of  cars  and 
plants  and  keiretsu  are  coalescing 
Dne,"  says  a  Washington-based  rep- 
itative  of  one  major  Japanese  trad- 
ompany. 

e  broader  issue  for  policymakers  is 
her  the  transplants  have  done  what 

Americans  expected.  When  the 
lese  began  large-scale  investment 
.  S.  facilities  in  the  1980s,  many 
•icans,  particularly  in  the  hard-hit 
est,  viewed  them  as  models  for  a 
ilized  U.  S.  auto  industry  and  as  vo- 
as  new  customers  for  the  strug- 

U.  S.  auto-parts  industry.  Trans- 
;s  were  to  offer  salvation  to 
•ican  auto  workers,  whose  jobs 
drying  up  as  imports  soared, 
rtainly,  the  transplant  factories 
boosted  economies  in  the  six  re- 

where  they  have  located.  Aside 
Honda  in  Marysville,  Nissan  select- 
myrna,  Tenn.,  and  Toyota  chose 
jetown,  Ky.  Others  include  Mitsubi- 
[otors  in  Normal,  111.;  Subaru-Isuzu 
fayette.  Ind.;  and  Mazda  Motors  in 
Rock,  Mich.  Of  all  these,  Honda's 

is  the  biggest.  Its  $2.2  billion  cen- 


ENGINE 


PARTS  IMPORTED 
BY  HONDA 


58%  $675 


U.S.-BASED  JAPANESE 
SUPPLIERS* 


37%  $430 


U.S.  SUPPLIERS 


TOTAL  $1,163 


'Look  at  me! 
Do  I  look 
like  a  transplant 
or  an  American 
citizen?' 

SCOTT  WHITLOCK 

lixeculive 
Vice-President, 
Honda  of  Americ;i 
Manufacturing  Inc. 


tral  Ohio  complex  employs  10,000  work- 
ers and  pumps  a  payroll  of  $7.3  million 
weekly  into  the  local  economy.  And  397( 
of  the  Japanese-nameplate  vehicles  sold 
in  the  U.  S.  last  year  were  built  in  North 
America,  up  from  just  97^  in  1986. 

But  a  growing  chorus  of  skeptics 
charges  that  there's  less  than  meets  the 
eye  in  these  statistics.  Most  of  the 
American-made  parts  the  makers  buy 
are  supplied  by  tight  webs  of  related 
suppliers  stretching  back  to  Tokyo. 
Rather  than  stimulating  the  auto-parts 
industry,  the  transplants  are  exerting 
new  competitive  pressure  on  it  and  on 
Detroit.  And  the  transplants  have  not 
narrowed  the  U.  S.  gap  in  auto-related 
trade  with  Japan.  Instead,  says  Com- 
merce's Farren,  the  kei)etsu  relation- 


ships among  Japanese  manufacturers 
and  their  suppliers  in  the  U.  S.  "have 
exacerbated"  the  gap. 

Indeed,  the  $100  billion  auto-parts  in- 
dustry in  the  U.  S.  and  its  600,000  work- 
ers— the  largest  single  manufacturing 
sector  of  the  U.  S.  economy — may  be  in 
a  tailspin.  Already,  the  Japanese  trans- 
plants "record  a  large  and  growing  over- 
all trade  deficit,  particularly  with  their 
foreign  parent  firms,  mainly  due  to  the 
extensive  use  of  imported  inputs  to  their 
manufacturing  operations,"  a  recent 
study  by  Commerce  concludes. 
NORTHERN  CHILL.  Honda  isn't  the  only 
one  unhappy  with  the  transplant  debate. 
Many  Canadians  also  are  outraged,  since 
they  depend  on  the  jobs  provided  by 
Honda's  Alliston  plant,  which  assembles 


AN  '89  HONDA  CIVIC: 
WHAT  WENT  INTO  IT 


FINISHED 
AUTO 


1 


1 


BY  HONDA 


38%  $3,820 


U.S.  SUPPLIERS 


26%  $2,625 


LABOR,  DEPRECIATION, 
OVERHEAD 


20%  $2,000 


Dnda  says  its  Civics  have  75%  U.S.  content.  But  a  recent  University  of  Michigan  study,  using  different  definitions,  concluded  that  only  1 6%  of  the 
>89  Civic  is  truly  from  American-ov^ned  suppliers.  That  figure  would  be  higher,  or  36%,  if  overhead  costs  and  depreciation  of  Japanese  capital 
luipmenf  were  included.  Honda  says  U.S.  content  has  improved  since  the  1 989  model,  but  declines  to  offer  specific  details 

!TS  BY  JAPANESE-OWNED  OR  JOINT  JAPANESE-U  S  OWKEO  SUPPLIERS  Total  Vehicle  =  $10,030 


DATA:  UNIVERSITY  OF  MICHIGAN,  OFFICE  FOR  THE  STUDY  OF  AUTOMOTIVE  TRANSPORTATION;  BW 
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THE  BIG  FLAP  OVER  THE  CUSTOMS  AUDIT 


When  auditors  from  the  U.  S. 
Customs  Service  first  began 
sifting  through  the  crania- 
shafts,  cotter  pins,  and  quarter  panels 
that  go  into  the  Honda  Civic  hatchbact: 
in  Alliston,  Ont.,  they  were  "aston- 
ished," recalls  one  official  familiar  with 
the  investigation.  Major  chunks  of  the 
car,  mostly  fashioned  from  Japanese 
parts,  underwent  seemingly  miracu- 
lous transformations  as  they  moved 
from  supplier  to  supplier,  eventually 
appearing  on  Honda's  books  as  1007^ 
American-made. 

The  deeper  investigators  dug,  the 
more  they  came  to  believe 
that  Honda's  "Made  in 
America"  image  was  a  fa- 
cade. Customs  dubbed  its  in- 
quiry "Operation  Tin  Lizzie" 
and  prepared  to  go  after  the 
$20  million  in  tariffs  it  said 
Honda  owed  on  1989-  and 
1990-model  cars  shipped 
from  Canada  to  the  U.  S.  To 
qualify  for  duty-free  import 
under  the  U.  S.-Canada  free- 
trade  agreement,  at  least 
half  the  value  added  in  a  car 
must  originate  in  North 
America.  Auditors  decided 
the  actual  North  American 
content  of  the  cars  made  in 
Alliston  was  less  than  407'. 

Excited  Customs  officials 
thought  they  had  broken  a  major  case 
and  expected  swift  action  from  their 
boss,  Commissioner  Carol  B.  Hallett. 
Instead,  they  precipitated  a  bitter  high- 
stakes  bureaucratic  struggle  that  side- 
lined the  Honda  probe,  embarrassed 
the  Administration,  and  pitted  Customs 
against  its  parent  agency,  the  Trea- 
sury Dept.  Now,  some  congressional 
Democrats  are  crying  coverup. 
AUDIT  EXPOSURE.  Caught  in  the  center 
is  Hallett,  a  onetime  California  state 
legislator  and  ambassador  to  the  Baha- 
mas. As  the  largest  and  most  complex 
audit  Customs  had  ever  undertaken 
neared  completion  last  March,  Hallett's 
staff  briefed  her  on  the  contents  of  a 
50-page  white  paper  setting  out  Hon- 
da's alleged  transgressions.  On  Mar. 
21,  Hallett  forwarded  the  confidential 
memo,  along  with  a  signed  two-page 
cover  letter,  to  her  boss.  Deputy  Trea- 
sury Secretary  John  D.  Robson.  "We 
intend  to  initiate  action  immediately" 
to  stop  Honda  from  importing  cars 
duty-free  from  Canada,  Hallett  de- 
clared. "We  will  also  begin  action  to 


collect  $20  million  in  duties."  Details  of 
the  still-confidential  memo  and  report 
have  been  reviewed  by  BUSINESS  WEEK. 

But  eight  months  passed,  and  noth- 
ing happened.  Instead,  Hallett  has  dis- 
avowed her  own  memo,  telling  Con- 
gress she  hadn't  read  the  staff- 
prepared  document  carefully  before 
signing  it.  And  in  a  move  that  infuriat- 
ed congressional  Democrats  from  car- 
producing  states,  Hallett  apologized  to 
Honda  after  some  details  of  the  audit 
were  published  in  The  New  York 
Times  and  after  Honda  lobbyists — 
including  a  former  Treasury  Dept. 


Customs  Commissioner  Hallett 
now  disavows  her  memo  on 
Honda's  alleged  violations 


general  counsel — appealed  directly  to 
Robson. 

It  was  after  the  June  17  newspaper 
story  that  Peter  J.  Wallison,  former 
Treasury  general  counsel  and  now  a 
Washington  partner  in  Gibson,  Dunn  & 
Crutcher,  Honda's  law  firm,  called 
Robson.  Wallison  asked  for  a  meeting, 
and  two  days  later  Robson  ushered  the 
entourage  from  Honda  into  the  Ulys- 
ses S.  Grant  Room  on  the  second  floor 
of  the  Treasury  building  for  a  45-min- 
ute  meeting.  Those  present  included 
Wallison,  law  partner  and  Honda  attor- 
ney Donald  Harrison,  and  the  presi- 
dents of  Honda's  U.  S.  and  Canadian 
subsidiaries.  No  Customs  Service  rep- 
resentatives were  present. 

Three  days  later,  a  chastened  Hallett 
wrote  to  Hiroyuki  Yoshino,  president 
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of  Honda  of  America  Manufacturin 
Inc.,  to  assure  him  that  the  audit  wa 
not  complete  and  that  Honda's  "view 
on  particular  issues  of  interpretation 
would  be  welcome.  Hallett  declined  n 
quests  for  an  interview. 
'ODD  CONCLUSIONS.'  Honda  is  oul 
raged  over  the  leak  of  confidenti; 
price  data.  And  it  sharply  challenge 
the  audit's  conclusions.  "We  feel  w 
meet  or  exceed  the  507  North  Amer' 
can  content  requirement,"  fumes  Ros 
Robinson,  senior  vice-president  o 
Honda  Canada  Inc. 
Treasury  officials,  defending  the! 
inaction,  insist  that  Custom 
"bean  counters"  exceeded 
their  authority  and  unfair!; 
counted  as  Japanese  th 
U.  S. -based  parts  supplier 
entirely  or  partially  owne^ 
by  Honda.  "They  came  t 
some  odd  conclusions,"  say 
Deputy  Assistant  Treasur 
Secretary  John  P.  Simpson. 

Treasury  also  denies  tha 
Honda  lobbyists  exerted  un 
due  influence  in  the  matter 
"We  are  going  to  do  a  thor 
ough  audit  and  look  at  al 
the  issues  and  let  chips  fal 
where  they  may,"  promisei 
Robson.  "There  is  nothinj 
mysterious  or  conspiratoria 
involved  here." 
Congressional  Democrats  aren't  s( 
sure.  To  them,  Treasury's  action  re 
calls  the  overturning  of  a  1989  Cus 
toms  ruling.  Customs  had  rejected  Jap 
anese  attempts  to  classify  some  ligh 
trucks  as  cars  to  avoid  the  257  true! 
duty.  Under  the  pressure  of  heavy  lob 
bying,  Treasury  reclassified  four-dooi 
Toyota  4Runners,  Isuzu  Troopers,  am 
similar  vehicles  as  cars,  even  thougt 
they  are  still  considered  trucks  foi 
safety  and  emission  purposes.  "It  looks 
to  me  as  if  somebody  muscled  that  de' 
cision  around  with  lobbying  influence 
and  it  looks  to  me  exactly  as  if  that  hat 
happened  here  in  this  case,"  charges 
Senator  Donald  W.  Riegle  Jr.  (D; 
Mich.).  Adds  Representative  Sander  ML. 
Levin  (D-Mich.):  "We  don't  want 
issue  interpreted,  bargained,  or  intimi 
dated  away." 

Despite  Hallett's  assurances  to 
gress  that  the  audit  would  be  complett 
by  mid-October,  the  investigation  i| 
still  in  progress — now  under  the  watc 
ful  eye  of  Treasury  officials. 

By  Paul  Magnusson  in  Washing^ 
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halehbacks.  "It  is  only  the  latest 
jle  of  an  intimidation  process"  de- 
i  by  Washington  to  divert  Japa- 
investment  from  Canada  back  to 
.  S.,  charges  Patrick  Lavelle,  a  for- 
-resident  of  the  Canadian  Automo- 
arts  Manufacturers'  Assn.  He  calls 
tions  of  the  Customs  Service  ac- 
terrorism." 

n  General  Motors  Corp.  is  con- 
1,  since  the  North  American  con- 
if  the  vehicles  it  makes  in  a  joint 
re  with  Suzuki  Motor  Co.  in  Ontar- 
Iso  under  scrutiny  by  Washington, 
native  ruling  could  deal  a  blow  to 
enture,  since  the  Geo  Tracker  it 
;  in  Canada  would  then  be  subject 
irippling  25%  truck  duty  to  enter 
.S. 

transplant  debate  is  also  a  poten- 
)mbshell  for  relations  between  the 
md  Japan.  The  gap  in  auto  trade  is 
:ed  to  grow,  even  as  transplant  op- 
ins  expand  throughout  North 
ca.  The  reason:  Japanese  manufac- 

•  operations  are  twice  as  likely  to 
t  parts  for  assembly  in  the  U.  S. 
he  average  foreign  company.  And 
ire  four  times  as  likely  to  import 
as  the  average  U.  S.  company,  ac- 
g  to  a  recent  study  by  Massachu- 
Institute  of  Technology  economist 
I.  Krugman.  Another  study,  by  the 
rsity  of  Michigan,  forecasts  that 
rs  and  parts  trade  gap  with  Japan 
iden  further,  from  $31.1  billion  in 

0  $45.7  billion  by  1994. 

FEGic  EXERCISE.'  Critics  of  Japan's 
policies,  in  Congress  and  within 
idministration,  are  calling  trans- 
the  Japanese  auto  makers'  latest 
in  to  drive  competitors  out  of  busi- 
As  proof,  the  trade  hawks  point  to 
's  insistence  that  products  made 
aerican  corporations  that  locate  in 
be  counted  as  American-made. 
<ample,  Tokyo  counts  as  American 
miconductors  manufactured  in  Ja- 
y  IBM  of  Japan  Ltd.  Yet  Honda  of 
:ca  is  making  American  cars.  One 
iministration  official  goes  so  far  as 
ist  that  the  double  standard  and 
.panese  habit  of  buying  parts  from 
ese  suppliers  "is  a  strategic  exer- 
or  Japan  to  totally  dominate  the 
wide  car  market." 
irony  is  that  although  Honda  is 
greatest  scrutiny,  it  is  almost  cer- 
ahead  of  the  other  Japanese  com- 
>  in  establishing  American  content 
.merican  value  added.  (A  BUSINESS 
Cover  Story  in  1988  examined  the 
ricanization"  of  the  auto  maker.) 

1  produces  more  than  500,000  cars 

•  in  Ohio.  Its  $670  million  factory  in 
produces  1.5-liter  engines  for  the 
and  2.2-liter  engines  for  the  Ac- 
It  also  turns  out  brake  and  suspen- 
:omponents  and  automatic  trans- 
ins  for  both  cars,  as  well  as  Accord 


■JCustoms  objects 
to  the  engine's  class 
ification  and  says 
Honda  owes  $20 
million  in  duties  on 
those  cars 


eJ  After  assembly,  Honda 
ships  cars  to  the  U.S.  duty- 
free, saying  they  are  75%  ^ 


North  American 


U.S. 


I  Honda  says  its  engine 
contains  more  than  50% 
North  American  content 


CANADA 

According  to  the  U.S. -Canada 
Free  Trade  Agreement,  parts  with 
more  than  50%  North  American 
content  are  reclassified,  or  "rolled 
up,"  to  100%  North  American 
once  they  cross  the  border 


i 


SHOWDOWN  AT  THE  BORDER 


DATA:  U.S.  CUSTOMS  SERVICE,  BW 


drive  shafts  and  engines  for  Honda  mo- 
torcycles. For  all  cars,  engine  and  trans- 
mission assemblies  account  for  187'  to 
25%'  of  each  one's  cost. 

Toyota  in  Kentucky  and  Nissan  in 
Tennessee  also  have  engine  plants,  but 
they  are  newer  and  less  extensive  than 
Honda's.  That  limits  the  amount  of  local 
content  the  factories  contribute  to  their 
parents'  car  factories  and  how  many  en- 
gine parts  they  buy  locally.  "If  we  can't 
pass  [local-content  requirements],"  says 
Thomas  G.  Elliott,  executive  vice-presi- 
dent of  American  Honda  Motor  Co., 
Honda's  marketing  arm,  "no  one  else 
can  pass." 

Consider  Toyota's  Kentucky  plant. 
The  company  says  the  1992  Camrys  built 
in  Georgetown  are  75%  American,  as 
measured  by  one  formula.  Toyota  Motor 
Manufacturing  Senior  Vice-President 
Alex  M.  Warren  Jr.  declines  to  give  the 
Camry's  local  content  as  measured  by 
the  more  stringent  free-trade  agreement 
calculations.  Says  Warren:  "We  want  to 
accent  the  positive." 

True,  Toyota  has  more  to  offer  Ameri- 
can suppliers  now  than  in  the  past.  U.  S. 


THE  TRADE  GAP:  AUTOS 
TAKE  A  GROWING  BITE 
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purchases  have  soared  from  $70  million 
in  1988  to  an  anticipated  $1.2  billion  in 
1992,  with  more  than  half  of  that  coming 
from  U.  S.-owned  companies.  Still,  of  the 
145  "American"  suppliers  for  the  1991 
Camry,  29  were  Japanese-American  joint 
ventures,  18  were  Japanese-owned  con- 
cerns, and  13  were  either  owned  by 
Toyota  or  distributors  of  Japanese-made 
parts.  Perhaps  because  it  is  a  newer  ar- 
rival, Toyota  has  not  made  the  same 
progress  that  Honda  has  in  "Americaniz- 
ing" its  production. 

The  problem  is  that  even  Honda's  pro- 
gress has  been  painfully  slow,  according 
to  a  study  by  the  University  of  Michi- 
gan's Office  for  the  Study  of  Automo- 
tive Transportation  (page  107).  The  Mich- 
igan study  found  that  only  16%  of  the 
Civic's  content  consisted  of  parts  pur- 
chased from  U.  S.-owned  suppliers.  "It 
was  a  shocking  number,"  says  J.  P.  Reil- 
ly,  president  and  CEO  of  Tenneco  Auto- 
motive and  chairman  of  the  Commerce 
Dept.'s  Automotive  Parts  Advisory  Com- 
mittee, which  sponsored  the  study.  Be- 
cause Honda  has  been  a  trendsetter 
among  transplants,  he  says,  it  was  cho- 
sen for  scrutiny  to  see  "how  this  prob- 
lem will  look  five  years  from  now.  But 
there  was  no  progress." 

The  embattled  auto-parts  industry 
doesn't  have  to  wait  five  years  to  start 
worrying.  In  the  first  nine  months  of 
this  year,  the  Japanese  transplants  pro- 
duced 25%  of  all  passenger  cars  built  in 
the  U.  S.  The  Michigan  study  also  found 
that  the  parts  provided  by  U.  S.-owned 
suppliers  were  mainly  low-margin  com- 
modity components.  'The  more  lucrative 
parts  still  came  from  Japan  or  from  Jap- 
anese suppliers  who  had  set  up  shop  in 
North  America.  Notes  David  J.  Andrea, 
a  co-author  of  the  report:  "With  the 
transplant  suppliers,  you're  creating 
stress  on  the  traditional  suppliers,  who 
have  been  beaten  down  by  the  Big  Three 
carmakers'  loss  of  market  share.  This  is 
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Not  Long  Ago,  business  Partnerships 
WERE  Designed  To  Have  A  Profound  Impact 
On  The  Marketplace. 


In  the  past,  the  word  partnership 
carried  a  foreboding  connotation. 
Because  many  partnerships 
were  created  to  knock  competitors  out, 

rather  than  allow  co-operators  in. 
At  Novell,  we're  determined  to  change 
all  that.  Sure,  we're  a  market  leader. 

In  fact,  more  different  kinds  of 
computers  talk  to  each  other  through 
Novell  NetWare*  than  any  other 
network  software  on  earth. 
But  just  being  a  leader  is  not  enough. 
That's  why  we  form  partnerships 
on  the  behalf  of  customers. 
And,  manifestly,  information  is  shared, 
co-operation  is  insured,  and  customers' 

needs  are  met.  What's  more, 
we  use  our  market  leadership  to  help 

anyone  who  can  use  it.  Anyone. 
We  call  that  "responsible  leadership." 
It's  not  a  new  concept. 
It's  not  something  we  invented. 
It's  simply  something  we  do. 


NOVELL 


The  Past,  Present,  and  Future  of 
Network  Computing. 


not  a   win-win  situation." 

Honda  disputes  the  study. 
When  the  research  was  done 
in  1989,  the  Anna  engine  plant 
was  still  being  phased  in,  says 
Honda.  Overall  local  content 
is  higher  than  the  stud> 
found,  and  the  engine's  local 
content  in  particular  now  ex- 
ceeds 50'/ ,  not  427'  as  report- 
ed. Honda  declines,  however, 
to  provide  a  more  detailed 
breakdown  of  its  own  local- 
content  analysis. 

Not  that  it's  easy  to  calcu- 
late local  content.  Nearly 
three  years  after  the  free- 
trade  pact  with  Canada  went 
into  effect.  Treasury  officials 
admit,  only  "interim"  regula- 
tions covering  relatively  non- 
controversial  issues  exist.  By 
contrast.  Revenue  Canada  has 
promulgated  a  complete  set 
of  regulations.  Honda  claims 
that  Revenue  Canada  has  cer- 
tified the  Marysville-built 
Hondas  to  be  North  American 
enough  to  qualify  for  duty- 
free import  into  Canada.  But 
Revenue  Canada  says  it  is 
just  beginning  its  first  audit 
of  a  U.S. -based  Japanese 
transplant.  And  it  is  Mazda 
that  they  are  looking  at,  not  Honda. 
CORN  ROW.  What  should  be  counted? 
The  7.57f  figure  claimed  by  Honda  and 
Toyota  includes  overhead  costs  that  the 
trade  pact  doesn't  allow.  Surely,  the 
wages  paid  assembly-line  workers  repre- 
sent local  inputs.  But  the  heart  of  the 
argument  is  how  to  count  parts  bought 
from  a  Honda-affiliated  or  other  Japa- 
nese supplier  that  has  thrown  up  an  as- 
sembly plant  in  a  cornfield  to  merely 
inspect,  test,  and  paint  components 
shipped  from  Japan.  And  in  capital-inten- 
sive auto  manufacturing,  to  what  coun- 
try do  auditors  attribute  the  value  added 
by  machinery,  especially  if  the  machin- 
ery is  from  Japan? 

Honda  asserts  it  couldn't  get  a 
straight  answer  to  its  questions.  Whit- 
lock  says  that  when  he  recently  asked  a 
group  of  Customs  auditors  whether 
Honda  should  use  tax  or  book  deprecia- 
tion schedules  in  his  calculations,  "they 
just  squirmed  and  laughed  and  looked 
at  each  other."  Customs  Commissioner 
Carol  B.  Hallett  refused  to  discuss 
details  of  the  audit.  "I  concede  we 
may  not  have  drafted  the  Canadian 
Free  Trade  Agreement  right  the  first 
time,"  says  John  P.  Simpson,  deputy 
assistant  secretary  for  enforcement. 
"We  expect  to  be  able  to  fix  some  of 
these  problems  in  the  North  American 
negotiations." 


il 


Mazda's  Flat  Rock  (Mich.) 
factory:  Transplants  have  clearly 
boosted  local  economies — but 
critics  say  not  enough 


Among  the  flaws  that  need  fixing, 
says  Simpson:  a  practice  called  roll-up. 
Under  this  accounting  method,  the  local 
content  of  a  part  may  be  recalculated 
whenever  it  undergoes  "substantial 
transformation."  Once  the  North  Ameri- 
can content  exceeds  507,  the  component 
may  be  counted  as  1007  American  at  the 
next  stage  of  production.  This  allows 
vertically  integrated  companies  such  as 
Honda  to  manipulate  the  process.  Cus- 
toms auditors  say.  Simpson  allows  that 
"it  is  possible,  with  some  extraordinary 
planning,  to  have  a  car  with  less  than 
507  North  American  content  become 
1007^  North  American  on  paper." 

This,  say  the  Customs  auditors,  is  ex- 
actly what  Honda  has  done  (page  109). 
Outside  experts  note,  however,  that 
there  can  be  honest  differences  of  opin- 
ion. "It's  a  largely  subjective  rule,"  says 
Ralph  H.  Sheppard,  a  New  York  attor- 
ney and  authority  on  rules  of  origin. 
"It's  hard  to  describe.  You  have  to  know 
it  when  you  see  it." 


Throw  these  complex  que 
tions  into  the  pending  U.S 
Mexico-Canada  pact,  and  yo 
understand  the  nightmares  ( 
Big  Three  executives.  Detro 
wants  to  get  the  maximui 
benefit  from  free  trade  for 
self  and  the  other  auto  mal 
ers  already  in  Mexico — Volk 
wagen  and  Nissan — but 
doesn't  want  any  newcomei 
in  autos  to  share  that  advai 
tage  for  at  least  15  year 
And  the  Big  Three  also  war 
to  protect  their  U.  S.  businej 
with  high  local-content 
quirements:  Chrysler  an 
Ford  seek  a  707  North  Amei 
can  content  rule,  while  Gene 
al  Motors  is  pushing  for 
607r  limit.  All  want  to  sera 

Ithe  roll-up  process  and  me; 
sure  the  actual  local  content 
NEW  LAWS?  Against  th 
backdrop  of  a  domestic  indu 
try  in  turmoil.  Customs'  aud 
of  Honda  proceeds.  No  mattt 
how  it  comes  out,  the  contn 
versy  isn't  likely  to  go  awa; 
In  fact,  it  could  deepen  if  th 
economy  deteriorates  and  th 
Big  Three  continue  to  los 
market  share.  As  an  electio 
year  approaches,  the  Dem( 
crat-controlled  Congress  and  the  Whit 
House  are  certain  to  get  more  combativ 
about  the  growing  trade  deficit.  Soni 
politicians  will  single  out  the  Japanesi 
Already,  the  Democratic  leadership 
drafting  laws  that  would  restrict  Jap; 
nese  imports  and  transplants. 

Ultimately,  responding  to  Honda  an 
other  Japanese  auto  investments  wi 
force  Americans  to  tackle  sensitive 
sues  that  have  long  been  taboo.  Th 
Bush  Administration  is  dead  set  again; 
greater  regulation  of  foreign  investmer 
and  against  setting  rules  that  pick  wii 
ners  and  losers  in  the  marketplace.  Y( 
the  political  and  economic  pressure 
rising  for  it  to  at  least  clarify  the  ruk 
that  will  prevail  not  only  in  the  U.  i 
auto  industry  but  in  an  expanded  Nort 
American  marketplace. 

As  that  happens,  Laura  D.  Tysoi 
economist  at  the  Berkeley  Roundtabl 
on  International  Economy,  predict 
Washington  will  have  to  "strive  fc 
greater  quality  of  investment,"  not  jui 
count  jobs.  And  it  will  have  to  be  don 
without  choking  off  investment  or  trad* 
That  would  simply  interfere  with  Amer 
cans'  love  affair  with  Hondas,  while  d( 
ing  nothing  to  guarantee  quality  jobs. 

By  Paul  Magnusson  in  Washington  an 
James  B.  Treece  in  Marysville,  Ohio,  wit 
William  C.  Symonds  in  Toronto  aw 
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Suppose  this  was  an  investment  opportunity. 
Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
it  you're  investing  in  is  a  definite  advantage. 

The  beauty  of  Defined  Asset  Funds  is  easy  to  see. 
!re  are  many  benefits.  You  know  in 
ance  what  you're  investing  in.  The 
jrities  in  these  unit  investment  trusts 
professionally  selected.  Since  they're  supervised  but 
actively  managed,  there  are  no  management  fees, 
can  choose  from  a  wide  range  of  defined  portfolios 


CaU  1-800-422-9001, 
extension  358. 


of  bonds,  stocks  and  other  assets  to  suit  your  goals. 
You  enjoy  reduced  risk  through  diversification.  And 
you  can  get  started  for  about  $1,000. 

Defniitknis,  our  new  magazine, 
will  explain  the  many  advantages  of 
Defined  Asset  Funds,  America's 
oldest  and  largest  family  of  unit  investment  trusts. 
Ask  your  financial  professional  or  call  our  toll-free 

number  for  your  free  copy.  Merrill  Lynch 


learson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

A  five  pwspediis  cortabmg  more  complete  mjbrrriatkni,  nidndoig  all  diarges  and  expenses,  is  awMk. 
Read  Uie  prospechis  carefidhj  before  yai  bwest  or  send  money. 
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BANKING  I 


TROUBLES 
OF  A  MODEI 
MERGER 

The  closely  watched  megamerger  of  Chemical 
and  Manny  Hanny  isn't  a  tidy  combination — yet 


J 


oseph  G.  Sponholz,  Chemical  Bank's 
I  affable  chief  financial  officer,  isn't 
kidding  when  he  calls  himself  "the 
man  in  the  middle."  As  implementation 
manager  for  the  planned  merger  of 
Chemical  Banking  Corp.  and  Manufac- 
turers Hanover  Corp.,  Si)onholz,  47,  is 
trying  to  turn  what  started  with  a  secret 
handshake  last  spring  between  two  rival 
chairmen  into  what  they  have  described 
as  a  $135  billion  marriage  of  ecjuals  that 
will  produce  a  mammoth  institution  sec- 
ond in  size  only  to  Citicorp.  "We're  try- 
ing to  take  the  best  of  both  worlds," 
says  Sponholz,  fresh  from  his  umpteenth 
meeting  with  Chemical  Chairman  Walter 
V.  Shipley  and  Manny  Hanny  Chairman 
John  F.  McGillicuddy. 

After  shareholders 
from  both  banks  gave  an 
overwhelming  go-ahead 
on  Nov,  1,  plenty  of  peo- 
ple are  watching  to  see 
whether  Sponholz  can  de- 
liver. Several  other  big 
banks  have  announced 
megamergers  since 
Chemical  and  Manny 
Hanny  revealed  their  en- 
gagement last  July.  But 
bankers,  analysts,  and 
regulators  coast  to  coast 
repeatedly  point  to  the 
Park  Avenue  deal  as  the 
one  that  could  set  the 
tone  for  other  combina- 
tions among  hard- 
pressed  banks.  Success 
could  open  the  flood- 
gates for  more  such  "in- 
market"  mergers  on  ami- 
cable terms  similar  to 
Chemical's  and  Manny 
Hanny's.  But  failure 
could  dash  hopes  that 
these  combinations  will 
produce  the  massive  cost 
cuts  and  economies  of 


scale  needed  to  get  the  banking  system 
through  the  deleveraged  1990s. 

The  evidence  to  date,  based  on  exten- 
sive interviews  with  officials  of  the  two 
banks,  is  mixed.  Nothing  has  developed 
that  would  sabotage  the  merger.  But 
neither  is  the  deal  turning  out  to  be  an 
easy  fit.  Numerous  glitches  and  hang- 
ups have  cropped  up,  such  as  incompati- 
ble accounting  systems. 
EAGER  FOR  HARMONY.  Many  of  the  prob- 
lems arise  because  mergers  of  equals,  in 
which  no  partner  rules  the  roost,  are 
inherently  tricky.  When  Wells  Fargo  & 
Co.  acquired  troubled  Crocker  National 
Corp.  in  a  distress  sale  five  years  ago, 
there  was  no  question  who  was  boss. 
Wells  executives  simply  imposed  their 


PREMARITAL  CONFLICTS 


MANNY  HANNY 

CHEMICAL 

OUTLOOK 

MANAGEMENT 

Chairman  John  McGilli- 
cuddy practices  a 
system  of  centralized 
management 

Chairman  Walter  Ship- 
ley prefers  to  decentral- 
ize both  power  and 
responsibility 

Manny  Hanny  system 
will  prevail  when 
McGillicuddy  becomes 
merged  bank's  CEO 

ACCOUNTING 

Gives  individual  units 
wide  leeway  to  deter- 
mine profitability 

Uses  uniform  standards 
for  entire  bonk 

No  decision  yet,  but 
Manny  Hanny  account- 
ing has  edge 

SOFTWARE  AND  SYSTEMS 

Nearly  ready  to  install 
$80  million  branch- 
automation  system 

Already  has  on  up-to- 
date  branch  system  in 
New  York,  New  Jersey, 
and  Texas 

Manny  Hanny  lobbying 
hard  for  its  system.  De- 
cision expected  by 
yearend 

V  TRADING 

Trades  currency  mainly 
on  behalf  of  customers 

Aggressive  currency 
trader  for  own  account 

DATA  BW 

Two  functions  will  be 
combined 

lore.'i: 
lip  ilie 
\im\ 


will,  often  harshly,  when  conflicts  aros  "  - 
But  insiders  say  the  chairmen  of  Chen  »' 
cal  and  Manny  Hanny  seem  so  eager  ^  ^. 
preserve  harmony  that  they  have  yet  f?  '''^i 
make  some  tough  moves,  such  as  appl 
ing  a  sharp  knife  to  the  banks'  upp( 
management  ranks.  tiitives 
To  be  sure,  officials  of  the  two  banl  Wgi 
were  under  no  illusions  that  the  de  »p.  si 
would  be  a  snap.  Chemical  Vice-Chai  ''ant 
man  William  B.  Harrison  Jr.  says  it  w  Know 
initially  produce  "two  very  destabilize  fw! 
organizations."  Adds  McGillicuddy:  wkI- 
knew  it  was  going  to  be  complicat<  iti>  or 
when  we  started.  But  neither  Walter  n  's offer' 
I  knew  how  complicated."  Unless  the;  Mm 
complications  are  resolved,  the  new  bai  s  Ham 
may  have  trouble  realizing  anythii  aJvliei 
near  its  promised  ri< 
payoff. 

Few,  if  any,  bankii 
mergers  looked  so  ausj  bant- 
cious  when  the  deal  wi  laamp 
announced.  Chemical  ai  aps?s; 
Manny  Hanny  have  s  Kr  ac 
abundance  of  common  i  Kte, 
terests.  From  their  pre  bsv: 
ence  on  hundreds  of  Ne  t  M 
York  street  corners  iirncal's 
their  ties  to  America  luiiy  \ 
coi-porate  elite,  no  tw  i^'^r  S 
batik  competitors  shai  t:  iniir 
the  same  scope  of  bus  i :  i  ;i 
nesses,  ambitions,  oppo  toifr; 
tunities,  and  problem  yittal 
They  are  even  of  simik  fej  }■ 
size,  with  Chemical's  $1  lisni.e 
billion  in  assets  exceed 
ing  Manny  Hanny's  byj  •  .- 
little  under  $10  billioj  mj 
"You  look  like  us.  Yc 
talk  like  us.  You  act  litj :  v, 
us,"  Manny  Hanny  Vic,  ; 
Chairman  Edward  1^- 
Miller  recalls  tellin! 
some  new  Chemical  cci  , 
leagues  over  cocktai!  ; 
not  long  ago.  , 
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3t  as  the  Dec.  31  merger  deadline 
■s,  subtle  and  not-so-subtle  differ- 
;s  are  emerging.  None  is  likely  to 
D  the  new  Chemical — minus  the 
iny  Hanny  name — from  opening  for 
ness  as  scheduled  on  Jan.  2.  In  fact, 
■utives  at  both  banks  are  already  an- 
ating  selling  at  least  $1.25  billion  in 
men  stock  next  spring  to  give  their 
bank  a  firmer  capital  base. 
iGious  ISSUE.'  The  problems  that 
i  developed  run  from  the  cosmic  to 
trivial — such  as  the  cost  to  certify 
;ks  or  whether  to  maintain  Chemi- 
I  offer  of  $5  to  any  customer  forced 
'ait  in  line  for  more  than  seven  min- 
.  Many  of  these  small  matters  have 
ady  been  resolved — the  "5  for  7"  of- 
for  example,  will  survive.  But  clear- 
up  the  cosmic  issues  is  another  mat- 
iltogether. 

ccount-handling  in  the  branches  is 
example.  Manny  Hanny  uses  a  pair 
ging  systems  for  business  and  con- 
ler  accounts  at  its  New  York 
iches,  while  Chemical  has  a  more 
ern  system  in  use  in  its  branches  in 
!  York,  New  Jersey,  and  Texas, 
mical's  system  probably  would  work 
ectly  well  for  everyone  after  the 
ger.  But  Manny  Hanny  has  just 
it  four  years  and  $80  million  on  a 
to  automate  branches  and  improve 
omer  service. 

redictably,  Manny  Hanny  execs  are 
ting  hard  to  make  theirs  the  new 
dard,  even  though  that  would  mean 
illing  an  unproven  system  just  when 
merger  shock  will  be  at  its  most 
nse.  But  Chemical's  technology  team 
;  surrendering.  "Manny  Hanny's  peo- 
are  wedded  to  their  system,  and 
mical's  are  wedded  to  theirs,"  says 
er.  "It's  a  religious  issue." 
iller,  who  along  with  Harrison  will 
)me  a  vice-chairman  at  the  new 
mical,  expects  to  pick  one  over  the 
!r  by  yearend,  which  will  cost  some 


jobs.  But  that  will  be  inevitable,  liideed, 
Manny  Hanny  and  Chemical  desperately 
need  to  slash  costs.  At  the  outset,  the 
new  bank  will  still  bear  many  of 
the  burdens  that  drove  its  partners 
to  the  altar  in  the  first  place. 

The  banks  will  share  some  $6.5  billion 
in  shaky  loans  to  leveraged  buyouts, 
real  estate  developers,  and  Latin  Ameri- 
can governments.  And  despite  the  lay- 
offs of  9,600  workers  since  the  mid- 
1980s — plus  an  additional  2,350  through 


Despite  promises  of 
drastic  job  cuts,  upper 
management  from  both 
sides  has  escaped 


Manny  Hanny's  sale  of  its  CIT  finance 
unit — the  two  still  suffer  from  excessive 
overhead.  Standard  &  Poor's  Corp.  ana- 
lyst Tanya  Azarchs  estimates  that  non- 
interest  expenses  currently  eat  up  a 
hefty  68%  of  Chemical's  and  Manny 
Hanny's  combined  revenues — a  full  12 
percentage  points  higher  than  Ohio- 
based  consumer  powerhouse  Banc 
One  Corp. 

To  remedy  this,  Shipley  and  McGilli- 
euddy  plan  to  close  70  to  80  branches 
and  cut  some  6,500  employees,  or  14%  of 
the  combined  banks'  work  force,  in  an 
effort  to  save  as  much  as  $700  million  a 
year  by  1993.  Some  of  those  closings  and 
cuts  have  already  been  announced,  and 
many  other  firings  are  expected  "very 
quickly,"  perhaps  by  December,  says 
Vice-Chairman  Harrison. 

But  some  observers  insist  that  even 
more  forceful  steps  are  needed — and 


they  wonder  whether  either  McGilli- 
cuddy  or  Shipley  are  willing  to  take 
them.  They  note  that  despite  promises  of 
drastic  job  reductions  among  the  new 
Chemical's  rank  and  file,  upper  manage- 
ment on  both  sides  seems  to  have  es- 
caped the  budget-cutters'  ax.  To  some 
degree,  that  reflects  a  desire  to  keep 
current  departments  functioning  until 
the  merger  becomes  reality.  Still,  the 
bank  will  probably  start  1992  with  two 
top-level  trading  executives,  a  passel  of 
senior  middle-market  lenders,  and  so  on. 
"It's  one  of  theirs,  one  of  ours,  one  of 
theirs,  one  of  ours,"  says  a  longtime 
Manny  Hanny  banker. 

Some  insiders  predict  that  the  biggest 
cuts  may  not  go  through  until  McGilli- 
cuddy  retires  as  Chemical's  chairman  at 
the  end  of  1993.  He  will  then  hand  the 
reins  to  Shipley,  who  won't  have  to 
share  power.  "They've  hammered  to- 
gether some  sort  of  a  structure  to  work 
this  out,"  says  the  Manny  Hanny  exec. 
"In  two  years.  Chemical  will  rule." 
SICKLY  STOCK.  Although  the  Chemical- 
Manny  Hanny  merger  announcement 
met  with  near-universal  praise  from 
stockbrokers,  the  banks'  stock  prices 
have  languished  since  then.  As  a  result, 
some  analysts,  pointing  to  the  sharp  sav- 
ings that  Bank  of  New  York  and  Wells 
achieved  after  taking  over  local  competi- 
tors, are  urging  McGillicuddy  and  Ship- 
ley to  get  even  tougher.  "What  the  mar- 
kets want  is  Attila  the  Hun,"  says 
Keefe,  Bruyette  &  Woods  Inc.  President 
James  J.  McDermott  Jr. 

What  the  markets  get  may  be  less 
than  they  would  like.  But  McGillicuddy, 
Shipley,  and  their  team  insist  that  they 
will  squeeze  out  every  unnecessary  dol- 
lar of  overhead  they  can.  "We  have  done 
so  much,"  says  Sponholz.  "Can  we  do 
more?  The  answer  is  yes."  There  will  be 
a  heck  of  a  lot  of  explaining  to  do  if  the 
answer  is  anything  else. 

By  William  Glasgall  in  New  York 
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INSIDE  THE  SHADOWY  EMPIRE 
OF  ELI  JACOBS 


It  J 


The  secretive  dealmaker  crafted  a  labyrinth  of  debt-laden  companies — and  many  investors  got  lost 


I  HOME  RUN:  JACOBS  PAID  $70  MILLION  FOR  THE  BALTIMORE  ORIOLES  IN  '89.  THE  TEAM  IS  WORTH  MUCH  MORE  NOW 


For  fans  of  the  Baltimore  Orioles, 
the  1991  season  was  a  big  disap- 
pointment. But  for  Eli  S.  Jacobs, 
the  American  League  team's  mysterious 
owner,  it  was  the  business  equivalent  of 
a  World  Series  victory.  His  triumph 
came  in  the  form  of  an  appraiser's  re- 
port that  valued  the  Orioles  at  $255  mil- 
lion. While  other  experts  consider  this 
figure  excessive,  unquestionably  the  Ori- 
oles are  worth  much  more  than  the  $70 
million  Jacobs  paid  not  three  years  ago. 

As  Jacobs  tells  it,  his  Orioles  bonanza 
is  a  fitting  culmination  to  a  lucrative  27- 
year  career  as  a  Wall  Street  venture 
capitalist.  "I  get  an  awful  lot  of  pride 
out  of  building  businesses,"  Jacobs  once 
told  The  Washington  Post.  Of  which  is 
he  proudest?  Oddly,  the  question  seems 
to  incense  him.  "I  was  not  brought  up  to 
talk  about  my  successes,"  Jacobs  snaps 
now,  refusing  to  disclose  so  much  as  the 


names  of  the  various  operating  compa- 
nies he  controls  through  E.  S.  Jacobs  & 
Co.,  a  small  investment  firm  with  offices 
on  New  York's  Park  Avenue. 

From  his  earliest  days  on  the  Street, 
Jacobs  has  enfolded  himself  in  secrecy. 
In  an  application  filed  with  Georgia  in- 
surance authorities  in  1988,  Jacobs  de- 
scribed himself  as  "an  individual  for 
whom  no  audited  financial  statement  has 
ever  been  prepared."  In  lieu  of  the  usual 
documented  bona  fides,  Jacobs  in  effect 
has  said:  "Take  my  word  for  it."  And  to 
a  remarkable  extent,  people  have  done 
just  that,  on  Wall  Street  and  in  Wash- 
ington alike.  By  all  accounts,  he  is  espe- 
cially well-connected — though  not  terri- 
bly influential — within  Republican  Party 
and  national  security  circles. 

Even  to  many  of  Jacob's  closest  asso- 
ciates he  remains  a  mystery  man.  "Few, 
if  any,  of  his  friends  know  anything 


about  Mr.  Jacobs'  business  interests 
much  less  take  advantage  of  them,"  d( 
clared  Senator  David  L.  Boren  (D-Okla 
in  a  letter  this  summer  to  The  Wai  r 
Street  Journal,  which  had  just  profile 
Jacobs.  Boren  and  Jacobs  attended  Yal 
law  school  together. 
FLUKE  HIT.  On  Wall  Street  especially,  Ji 
cobs'  penchant  for  secrecy  is  viewe 
with  mounting  suspicion.  And  for  goo 
reason.  A  four-month  investigation  b 
BUSINESS  WEEK  has  identified  18  of  th 
two  dozen  companies  Jacobs  says  h 
now  controls,  plus  an  additional  11  fo' 
merly  under  his  dominion  (table).  Judj 
ing  by  this  sample,  Jacobs'  acquisition  ( 
the  Orioles  not  only  was  the  best  deal  ( 
his  life  but  a  fluke.  Nearly  half  of  the  i^. 
companies  either  have  been  liquidated  ; 
a  loss  or  are  operating  with  sharply  nej 
ative  shareholder's  equity.  Aside  froi 
the  Orioles,  there  is  not  a  single, 
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Uirivinj,'-   business   in   the  bunch. 

the  29  companies  identified  by 
NESS  WEEK,  eight  have  been  subject 
overnment  disclosure  re<iuirements 
thus  offer  the  best-documented  mi- 
)sm  of  Jacobs'  career  as  corporate 
iv.  Three  have  failed,  and  the  re- 
ing  five  all  are  operating  at  a  loss — 
sly  so,  in  the  case  of  the  two  compa- 
that  are  Jacobs'  largest:  Memorex 
i  and  Triangle  Pacific  Corp. 
ue,  the  youngest  of  these  companies 
<citing  speculative  interest  in  the 
-the-counter  market.  Founded  in 

SyStemix  Inc.  is  a  bio- 
lology  concern  that  has 
mulated  an  operating 
it  of  $15  million.  Al- 
gh  the  company  is  just 
ming  clinical  trials  on 
"irst  products,  Jacobs 
alized  on  the  stock  mar- 
mania  for  biotech  by 
ig  it  public  in  August  at 
a  share.  The  stock  has 
up  to  about  $54.  Says 
bs,  who  owns  387'  of 
company:  "This  could 
one   for   the  history 


MIXTURE.  Perhaps  it 
though  biotech  compa- 
are  notoriously  un- 
ictable.  What's  more, 
NESS  week's  analysis 
:ests  that  over  the  long 
Jacobs'  companies  have 
3d  to  suffer  from  a  nox- 
combination  of  scant 
;y  and  excessive  debt, 
le  such  an  imbalance 
characteristic  of  many 
•aged  buyouts,  Jacobs 
employed  the  same  ap- 
ch  in  his  venture-capital 
;ting.  Typically,  he  has 
;ed  capital  into  fledgling 
panics  in  dribs  and 
is — not  as  equity  but 
:ly  in  the  form  of  loans 
ided  in  exchange  for 
•ants.  As  the  burden  of 
rest  payments  has 
m  intolerable,  Jacobs' 
s  have  often  been  con- 
5d  into  stock, 
a  three-hour  interview 
is  Park  Avenue  office, 
bs  acknowledges  that 
i  of  his  companies  have 
ed  excessive  debt  but 
ts  that  "the  bulk  of 
t  I  do  is  not  leveraged." 
iccepts  little  responsibil- 
or  the  woes  of  his  mani- 
y  troubled  companies, 
ling  instead  their  former 
agers  or  depressed  eco- 
ic  conditions, 
orever,  he  disputes  the 


conclusion  that  his  record  as  a  corpo- 
rate owner  is  weighted  to  failure.  He 
insists  not  only  that  he  has  controlled 
scores  upon  scores  of  businesses  that 
have  e.scaped  business  week's  notice 
but  also  that  the  vast  majority  of 
these  properties  have  thrived.  If  in  fact 
these  companies  do  exist,  Jacobs  has 
succeeded  in  keeping  them  hidden  even 
from  his  former  partners  and  employ- 
ees. Not  one  of  the  more  than  50  of 
Jacobs'  past  and  present  associates  who 
were  interviewed  in  the  course  of  re- 
searching this  article  knew  the  names  of 


ELI  JACOBS'  CURRENT  HOLDINGS... 


Founded 
or  acquired 

1990  sales* 

Millions 

1990  profits*  Jacobs' 
Millions  percent 

ANDERSON  GRAIN' 

Grain  wholesaler 

1986 

$73 

$0.1      Over  51.0% 

BALTIMORE  ORIOLES 

Baseball 

1989 

NA 

NA  87.0 

BEEfAMERICA 

Meatpacking 

1988 

1,800 

NA  35.0 

COORDINATION  TECHNOLOGY 

Software 

1986 

Still  in  deve 

lopment      Over  51.0 

FLAGSHIP  EXPRESS* 

Air  cargo 

1989 

26 

-1.1  77.9 

INDUSTRIAL  GENERAL 

Motor  maker 

1985 

96 

-1.9     Over  51.0 

E.  S.  JACOBS 

Investments 

1984 

NA 

NA  100.0 

LE  PEEP  RESTAURANTS 

Denver-based  chain 

1983 

16 

-6.3  81.5 

LEWCO 

Toy  importer 

1990 

15 

NA  100.0 

MANHATTAN  TOY 

Toy  maker 

1986 

10 

NA  100.0 

MEMOREX  TELEX 

Computer  peripherals 

1986 

1,999 

-271.0  35.0 

MILNOT 

Condensed  milk 

1990 

32 

0.7  NA 

PAUL  MARSHALL  PRODUCTS 

Home  furnishings 

1986 

15 

NA  100.0 

PITTSBURGH  CITY  CENTER 

Real  estate 

1988 

Project  un 

der  development 

RESTAURANTS  UNLIMITED 

Chain  operator 

1990 

84 

3.2  75.0 

SYSTEMIX 

Biotech 

1988 

0.7 

-7.4  38.4 

TRIANGLE  PACIFIC" 

Cabinets 

1988 

249 

-17.0  97.9 

WORLDS  OF  WONDER 

Toymoker 

1989 

In  liquidation     Over  51.0 

...AND  HIS  FORMER  HOLDINGS 

SOLD  OR  LIQUIDATED  AT  A  LOSS  TO  SHAREHOLDERS 

Bio-Response,  Digital  Recording,  Eyecore  USA,  Georgia  Narrov^ 
Fabrics,  Jos.  A.  Bank  Clothiers,  Materials  System,  Prime  Time  Ca- 
ble, Westronix 

SOLD  AT  A  PROFIT 

Analytab  Products,  Fuller 

,  T  Cell  S 

ciences 

'Figures  for  first  holf  of  1990  "  Figures  for  first  nine  monrfis  of  1990  NA  =  not  ovailoble 

DATA:  BW.  SECURITIES  8.  EXCHANGE  COMMISSION,  DUN  &  BRADSTREET  CORP  ,  STANDARD  8,  POOR  S  CORP., 
COMPANY  DOCUMENTS.  COURT  PAPERS 


more  than  a  handful  of  his  companies. 

The  overriding  question  that  emerges 
from  an  analysis  of  Jacobs'  documented 
history  as  a  corporate  owner  is:  Where 
did  he  get  the  $85  million  he  put  down  in 
buying  the  Orioles  for  $70  million? 
In  a  word,  dealmaking. 
Backed  by  erstwhile  junk-bond  power- 
house Drexel  Burnham  Lambert  Inc.,  Ja- 
cobs in  the  mid-1980s  engineered  a  rapid- 
fire  series  of  inordinately  leveraged 
buyouts.  In  the  first  of  his  big  LBOs, 
Jacobs  accjuired  Memorex  Corp.  for  $523 
million.  Two  years  later,  Drexel  teamed 
up  with  J.  P.  Morgan  &  Co. 
to  help  fund  both  Memorex' 
$1  billion  acquisition  of  Tel- 
ex Corp.  and  Jacobs'  $406 
million  LBO  of  Triangle 
Pacific. 

Jacobs'  initial  personal  in- 
vestment in  this  $2  billion 
trio  of  deals  amounted  to  no 
more  than  $8  million.  Yet  he 
obtained  controlling  blocks 
of  common  stock  and  pock- 
eted $17  million  in  invest- 
ment-banking fees.  In  addi- 
tion, Memorex  Telex  and 
Triangle  Pacific  alone  were 
required  to  pay  him  a  total 
of  $1.3  million  in  consulting 
fees  every  year.  Even  little 
Flagship  Express  Inc.,  creat- 
ed through  a  $55  million 
buyout,  is  obligated  to  pay 
Jacobs  a  $1  million  deal  fee 
and  an  annual  consulting  fee 
of  $7.50,000. 

WEIL  TIMED.  Then  there  are 
Jacobs'  trading  profits.  Two 
Wall  Street  sources  say  sep- 
arately that  in  late  1988,  Ja- 
cobs and  an  associate  of- 
fered as  "a  favor"  to  sell 
them  Memorex  shares  at  $26 
apiece.  Both  men  declined, 
figuring  the  stock  was 
worth  no  more  than  $10  a 
share.  Nonetheless,  Jacobs 
did  unload  344,000  Memorex 
shares  (2.8%  of  his  holdings) 
by  March,  1989.  Jacobs  says 
he  got  less  than  $26  a  share. 
All  he  needed  to  recoup  his 
initial  investment  was  $3.50 
a  share. 

Whatever  the  price,  Ja- 
cobs' sale  was  well  timed. 
As  1989  wore  on,  Memorex 
Telex'  operating  results  be- 
gan slipping  well  behind  pro- 
jections. Under  the  terms  of 
a  restructuring  plan  put 
forth  in  late  October,  the 
company's  common  stock- 
holders would  be  completely 
wiped  out.  While  Jacobs 
would  lose  his  entire  remain- 
ing stake,  he  comes  out  well 
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ahead  thanks  to  his  up-front  fees  alone. 

This  disparity  angers  some  Memorex 
Telex  shareholders  left  with  worthless 
stock.  Their  complaints  are  echoed  by 
investors  in  other  Jacobs-controlled  com- 
panies. Among  the  dozen  former  finan- 
cial backers  interviewed  by  BIISINKSS 
WEEK  was  Victor  Sperandeo,  a  well- 
known  trader  once  described  as  "the  ul- 
timate Wall  Street  pro"  by  Barron 's. 
Sperandeo  says  he  lost  the  full  $200,000 
that  he  invested  in  two  private  Jacobs 
companies,  Eyecare  USA  and  Internation- 
al Housing. 

MISLED?  "1  l(jse  money  all  the  time — 
that's  not  the  problem.  The  problem  is 
he  misleads  you,"  Sperandeo  says.  "We 
never  got  the  numbers  on  these  compa- 
nies unless  they  wanted  more  money 
from  us.  Whenever  I  asked  Eli  how  they 
were  doing,  he  made  everything  sound 
rosy.  Then  I  couldn't  get  him  on  the 
phone."  Jacobs  says 
that  Sperandeo's  invest- 
ment in  International 
Housing  has  returned 
to  full  value  since  they 
last  talked  in  1984.  "'l 
have  never  failed  to  re- 
turn a  call  from  Vic- 
tor," he  adds.  "Most  im- 
portantly, I  certainly 
never  misled  him  or  any 
other  investor." 

While  criticism  of  Ja- 
cobs is  pervasive  on  the 
Street,  even  his  most 
vociferous  critics  stop 
short  of  accusing  him 
of  violating  the  letter  of 
the  law.  The  Securities 
&  Exchange  Commis- 
sion has  never  taken  ac- 
tion against  him.  Like- 
wise, he  has  avoided 
messy  lawsuits — until  recently. 

In  1989,  Jacobs  cut  a  deal  to  acquire 
Rosenbalm  Aviation  Inc,  a  tightly  held 
Michigan-based  air-cargo  carrier,  for  $55 
million.  Just  before  the  transaction  was 
to  close,  Jacobs  altered  his  offer  to  sub- 
stitute one-year  notes  for  $15  million  of 
casli.  The  notes  were  to  be  issued  by 
Flagship  Express,  a  shell  company  into 
which  Jacobs  planned  to  merge  Rosen- 
balm.  The  sellers  agreed  on  the  condi- 
tion that  Jacobs  unconditionally  guaran- 
tee the  notes.  He  did. 

Everything  proceeded  smoothly  until 
Halloween  of  1990,  the  day  before  the 
notes  came  due.  Jacobs  filed  suit  against 
the  note-holders,  accusing  them  of  cook- 
ing Rosenbalm's  books.  Flagship  Ex- 
press then  defaulted  on  the  notes,  and 
Jacobs  refused  to  honor  his  guarantee 
on  the  grounds  that  he  had  been  de- 
frauded in  buying  the  company.  The 
note-holders  countersued. 


John  F.  Keenan,  a  federal  judge  in 
New  York,  found  that  Jacobs  is  indeed 
liable  for  the  notes.  "Phrases  such  as 
'absolute  and  unconditional,'  when 
placed  in  a  guarantee  by  a  sophisticated 
investor  .  .  .  mean  what  they  say," 
Keenan  declared.  In  Michigan,  though. 
Judge  Barbara  Hackett  ruled  that  Ja- 
cobs need  not  make  good  on  his  guaran- 
tees as  long  as  his  fraud  case  is  pending. 

In  Baltimore,  meanwhile,  the  growing 
discrepancy  between  Jacobs'  words  and 
actions  have  eroded  his  credibility  as 
the  Orioles'  owner.  "As  far  down  the 
road  as  I  can  see,  I  want  to  remain  the 
owner  of  the  Orioles,"  Jacobs  said  in 
mid-1990.  Yet  last  June,  Jacobs  leaked 
word  that  he  was  willing  to  sell  the  Ori- 
oles after  all  and  indeed  was  already 
dickering  with  two  prospective  buyers. 
Naturally,  the  about-face  angered  many 
in  Baltimore  and  caught  unawares  even 


corners  at  cocktail  parties  and  is  pro 
to  long,  awkward  silences  even  in  sm: 
business  meetings.  "Eli  can  sit  for 
long  time  with  people  and  say  absolute 
nothing,  which  can  be  very  disconcei 
ing,"  says  Edward  T.  Foote,  president 
the  University  of  Miami  and  a  form 
college  classmate  of  Jacobs'. 
NAME-DROPPER.  Uniformly  described 
highly  intelligent — even  brilliant — J 
cobs  is  knowledgeable  about  a  wi 
range  of  nonbusiness  subjects,  notabx|*<u 


\m 


JACOBS  WITH  BUSH:  QUEEN  ELIZABETH  ALSO  WAS  A  GUEST 


Orioles  President  Lawrence  Lucchino. 

In  trying  to  quell  the  uproar,  Jacobs 
denied  that  his  flip-flop  had  anything  to 
do  with  money.  "I'm  just  a  person  who 
likes  his  privacy,"  he  said.  This  explana- 
tion would  have  engendered  more  sym- 
pathy had  not  Jacobs  used  the  owner's 
box  at  Memorial  Stadium  to  entertain  a 
ceaseless  parade  of  high-profile  visitors. 
Indeed,  just  a  few  weeks  earlier,  Jacobs 
had  played  host  to  both  President  Bush 
and  Queen  Elizabeth  amid  great  hoopla. 

In  Baltimore  and  beyond,  swelling 
controversy  has  put  an  angry  new  edge 
on  what,  in  some  circles,  is  an  old  ques- 
tion: Who  is  Eli  Jacobs,  anyway? 

Jacobs  owes  much  of  his  effectiveness 
as  a  securities  promoter  to  the  fact  that 
he  neither  looks  nor  acts  anything  like 
the  prototypical  Wall  Street  pitchman  of 
the  1980s.  A  long-limbed  6-foot-2,  Jacobs 
is  often  a  bit  unkempt.  Manifestly  ill  at 
ease  in  most  social  settings,  he  haunts 


urban  planning  and  national  securi 
policy.  "Jacobs  was  quite  a  pusher — ; 
ways  meeting  people  to  meet  people 
but  very  bright  indeed,"  says  Philip 
Johnson,  the  famed  architect,  whom  Jj. 
cobs  befriended  at  the  outset  of  his 
reer.  Ever  since,  Jacobs  has  courted  p 
lie  personages  as  assiduously  as  h( 
avoided  the  spotlight  himself. 
Famed  on  Wall  Street  as  a  dropper 
names,  Jacobs'  viP  ti 
long  have  been  an  ( 
sential  part  of  the  i: 
age  he  projects.  "T 
first  time  I  met  Eli 
spent  two  hours  nan 
dropping  his  familiari 
with  every  big-nar 
Democrat  in  Massacl: 
setts — this  was 
Kennedy  era,"  says  E 
vid  Zenoff,  a  Stanfo 
University  profess 
who  met  Jacobs  in  19l 
while  attending  U'A 
vard  University.  "Evej 
time  we  got  toget 
over  the  years  he  wo 
name-drop  about  all 
big  people  he  knew 
government." 

At  Jacobs'  mitiati 
he  supplied  BUSIN 
WEEK  with  a  Washington-heavy  list 
references.  It  includes  four  U.  S.  Seil 
tors:  Oklahoma's  Boren,  William  S. 
hen  (R-Me.),  Joseph  I.  Lieberman 
Conn.),  and  Alan  K.  Simpson  (R-Wyo.).| 
also  includes  a  former  director  of  cent 
intelligence  (William  Webster),  two  f 
mer  White  House  staff  chiefs  {How£ 
Baker  and  Kenneth  Duberstein),  a 
Jonathan  Bush,  the  President's  broth 
The  other  critical  ingredient  of  Jaco 
promotional  mystique — in  Washingt 
no  less  than  on  Wall  Street — is  gnlt 
wealth.  While  Jacobs  has  been  carefulo 
avoid  making  direct  public  claims  abet 
his  wealth,  privately  he  long  has  proms- 
ed  himself  as  one  of  America's  richi't 
men.  Once  asked  by  a  Washington  P>i 
reporter  why  he  had  never  appeared  a 
the  Forbes  400  list,  Jacobs  responcd 
with  a  coy:  "I  dodged  them." 

Reared  in  Newton,  Mass.,  just  outse 
Boston,  Jacobs  was  the  eldest  of  ie 
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tliree  children  of  Alyce  and  William  M. 
Jacobs,  who  made  a  fair  amount  of  mon- 
ey in  real  estate.  As  a  boy.  Eli  was  sent 
off  to  Phillips  Academy  in  .\ndover, 
Mass.  From  Andover  it  was  on  to  Yale 
University,  where  he  earned  undergrad- 
uate and  law  degrees. 

Jacobs  got  his  start  on  Wall  Street  in 
U)(i4  at  the  august  investment  bank  of 
White,  Weld  &  Co.  In  1970,  he  resigned 
to  hang  out  his  own  shingle,  in  partner- 
ship with  a  wealthy  Yale  buddy:  Lewis 
E.  Lehrman,  who  would  come  to  national 
prominence  in  1982  as  the  conservative 
who  challenged  Mario  M.  Cuomo  in  the 
New  York  gubernatorial  race. 

According  to  Jacobs,  he  and 
Lehrman  hit  a  couple  of  gush- 
ers drilling  for  gas  in  Texas. 
They  plowed  their  profits  into 
venture  capital — with  decidedly 
mixed  results.  Jacobs  did  have 
one  documented  success  in  An- 
alytab  Products.  Founded  on  a 
shoestring  in  1972.  Analytab 
was  sold  for  819.2  million  in 
197(i.  However,  a  half-dozen 
other  Jacobs  startups  are 
known  to  have  failed.  The  two 
most  prominent — Bio-Response 
Inc.  and  Digital  Recording 
Corp. — were  noteworthy  main- 
ly for  surviving  for  almost  two 
decades  while  racking  uj)  losses 
of  nearly  $50  million. 

Jacobs  may  have  come  out 
ahead  in  his  1970s  dealmaking. 
but  there's  no  evidence  to  sup- 
port his  privately  circulated 
claims  that  he  made  a  vast  for- 
tune in  venture  caj)ital.  "I  re- 
member hearing  about  the  hun- 
dreds of  millions  of  dollars  Eli 
made  in  venture  capital,  but  the 
fact  is  he  is  essentially  un- 
known in  regular  venture-capi- 
tal circles,"  says  Frederick  R. 
Adler.  a  prominent  venture  cap- 
italist who  was  a  director  of 
Bio-Response.  Responds  Ja- 
cobs: 'T'm  not  known  in  ven- 
tui'e-cai)ital  circles  because  I 
prefer  not  lo  invest  with  others." 
PLAY-BY-PLAY.  Jacobs'  partnership  with 
Lehrman  gradually  came  ajiart,  under- 
mined by  what  one  acquaintance  of  both 
describes  as  "an  opera  buffn"  of  alter- 
nating fights  and  reconciliations.  "I  for- 
get now  the  play-by-play  of  who  was 
supposed  to  be  screwing  who  because  all 
sorts  of  things  were  going  on  all  the 
time,"  he  says.  Lehrman  declined  repeat- 
ed requests  for  an  interview. 

Jacobs  operated  solo  until  1988,  when 
he  joined  forces  with  Peter  G.  Peterson, 
who  had  just  resigned  as  chief  executive 
of  Lehman  Brothers  Kuhn  Loeb  Inc.  Pe- 
terson, Jacobs  &  Co.  never  really  got  off 


the  ground,  as  relations  between  the  two 
degenerated  into  animus.  "Their  rela- 
tionship was  like  a  time  bomb,"  says 
Robert  Duke  DeForest,  a  former  execu- 
tive with  several  Jacobs  companies. 

In  effect,  the  new  firm  served  the  i)ur- 
pose  of  plugging  Peterson's  prestige  and 
capital  into  Jacobs'  second  generation  of 
companies,  among  them  Le  Peep  Res- 
taurants Inc.  Peterson  paid  $7.50  a  share 
for  his  initial  stake  in  the  Denver-based 
outfit,  which  went  public  at  $6.50  and 
now  trades  at  10<(  a  share.  Peterson  de- 
clines to  comment  about  Jacobs. 

Peterson  was  chairman  of  ill-fated 
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■  LEWIS  LEHRMAN  (ABOVE)  AND  PETER  PETER 
EACH  TEAMED  UP  WITH  JACOBS— BUT  BOTH 
PARTNERSHIPS  ENDED  IN  ACRIMONY 


SON 


Westronix  Inc..  a  circuit-board  assembly 
company  formed  from  the  cast-off  parts 
of  Digital  Recording.  After  racking  up 
operating  losses  of  $45  million,  West- 
ronix sold  its  assets  in  1989,  leaving  a 
residue  of  $20.4  million  in  debt — most  of 
it  bank  loans  personally  guaranteed  by 
Jacobs.  Instead  of  taking  his  loss,  Ja- 
cobs set  up  a  new  subsidiary  of  West- 
ronix through  which  he  acquired  Rosen- 
balm  Aviation.  The  Westronix  debt  was 
rolled  over  onto  Rosenbalm.  which  al- 
ready carried  substantial  debt  of  its 
own.  Jacobs  piled  on  more  debt  by  fi- 
nancing the  purchase  with  $32  million  in 
bank  loans.  The  result:  the  monev-losing 


Flagship  Express,  with  more  debt  di. 
($40  million)  than  revenues  ($25  millic^ 
the  last  time  it  reported  results  (the  fiic, 
half  of  1990). 

Jacobs'  larger  LBO  properties  h 
fared  no  better.  All  three  of  the  larg^ 
companies  in  Jacobs'  troubled  domain 
Memorex  Telex,  Triangle  Pacific, 
BeefAmerica — have  fallen  far 
their  original  loan  repayments  and 
restructuring  in  hopes  of  staving  off 
voluntary  bankruptcy. 
LOW  TIDE.  Meanwhile,  the  flood  tide 
deal  fees  that  enriched  Jacobs  in 
1980s  has  receded.  Since  acquiring 
Orioles,  he  has  made  only 
small  acquisition,  and  some 
his  existing  companies  no  lo 
er  can  afford  to  pay  his  c 
suiting  fees.  And  yet  Jacobs 
sists  that  he's  thriving  as  ne 
before.  "I  have  plenty  of  liq 
ity  without  selling  the  Oriole 
he  says. 

In  August,  Jacobs  slappe 
$o6  million  libel  suit  on 
field's,  a  small  Baltimore 
zine  that  ran  an  article  diss 
ing  his  business  woes.  Jac( 
libel  complaint  states  that 
"is  not  'in  a  severe  cash  bir 
nor  is  he  confronting  persoi 
bankruptcy"  and  adds  tl 
Warfleld's  "was  informed  b; 
knowledgeable  source  . . .  tl 
Mr.  Jacobs  has  a  current 
worth  in  excess  of  $500  r 
lion."  The  complaint  reve 
this  source  as  William  Bla: 
ford,  a  vice-president  of  Che: 
cal  Bank.  Blackford  spoke 

BUSINESS  WEEK,  tOO,  but  WO 

answer  just  two  questic 
scripted  by  Jacobs'  public  r( 
tions  firm.  The  key  questi 
"Whether  Mr.  Jacobs'  curr 
net  worth  is  in  excess  of 
number  published  in  rec 
newspaper  reports."  Bla 
ford's  answer:  "Yes." 

At  the  appraised  value 
87''  stake  in  the  Orioles  ha 
net  worth  of  $195  million.  His  stake 
SyStemix  is  worth  $140  million  at  c 
rent  prices.  This  adds  up  to  $335  milli 
As  for  the  other  corporate  holdings  id 
tified  by  BUSIXESS  week,  it's  doubt 
that  their  net  worth  is  sufficient  ever 
offset  Jacobs'  potential  liabilities 
Flagship  Express  and  Le  Peep.  W 
pressed  to  account  for  the  additio 
wealth  he  claims.  Jacobs  says  he  o\ 
real  estate  and  has  hidden  holdings 
many  blue-chip  stocks.  Which  on 
Characteristically,  he  won't  say. 

Bi/  Anthony  Bianco  in  Xew  York,  i 
Amy  Borrus  in  Washington  and  Joan  ( 
Hamilton  in  San  Francisco 
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LEGISLATION! 


DON'T  HOLD  YOUR  BREATH 
WAITING  FOR  BANK  REFORM 


After  intense  wrangling,  the  two  sides  are  just  as  far  apart  as  ever 


w 


hen  Nicholas 
F.  Brady's  ef- 
fort   to  re- 


write the  nation's  bank- 
ing laws  came  to  a 
crashing  halt  in  the 
House  of  Representa- 
tives on  Nov.  4,  the 
evei'-optimistic  Treasury 
Secretary  borrowed  a 
line  from  Scarlett 
O'Hara:  "Tomorrow  is 
another  day."  After  all, 
the  Bush  Administra- 
tion won  a  tactical  vic- 
tory when  the  House  re- 
soundingly rejected  a 
Democratic  version  of 
banking  overhaul  that 
would  have  sharply  re- 
stricted banks'  ability  to 
diversify  into  other  fi- 
nancial services.  De- 
spite the  setbacks,  Bra- 
dy maintained  that 
"true,  comprehensive 
reform"  was  just  around  the  corner. 

But  broad  banking  reform  may  be 
gone  with  the  wind.  Brady's  victory  over 
the  Democrats  soured  on  Nov.  6,  when 
the  House  Banking  Committee  rejected 
Administration  pleas  to  try  again  on  a 
bill  to  expand  banks'  powers.  Instead, 
the  panel  approved  a  "narrow"  bill  tying 
a  must-pass  $30  billion  Treasury  loan  for 
the  Federal  Deposit  Insurance  Corp.  to 
tight  new  regulations  for  banks  (table). 
Even  that  may  be  in  trouble.  "The  White 
House  will  have  to  hustle  for  votes  just 
to  pass  a  strict  funding  bill,"  says  Rules 
Committee  member  Representative  Mar- 
tin Frost  (D-Tex.). 

SEE-SAW?  Prospects  aren't  much 
brighter  in  the  Senate,  where  leaders 
promptly  postponed  their  planned  debate 
on  a  pro-reform  bill.  Senate  relations 
with  the  Administration  took  a  turn  for 
the  worse  on  Nov.  6,  when  Banking 
Committee  Democrats  killed  Comptroller 
of  the  Currency  Robert  L.  Clarke's  bid 
for  a  second  term  as  the  Treasury's  top 
banking  regulator.  Committee  members 
thought  Clarke  was  too  lax  at  the  start 
of  the  banking  crisis  and  subsequently 
too  harsh  in  regulating  the  industry. 
The  turmoil  reflects  a  clear  rejection 


DINGELL:  PUSHING  FOR  TIGHT  LIMITS  ON  NEW  BANK  POWERS 
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of  the  White  House's  strategy  for  break- 
ing a  decade-long  stalemate  and  finally 
winning  authority  for  banks  to  expand 
into  securities  and  insurance  and  set  up 
new  nationwide  branch  networks.  Brady 
hoped  to  couple  those  reforms  with  leg- 
islation to  bolster  the  fdic's  failing  Bank 
Insurance  Fund.  He  argued  that  banks 


WHAT  A  NEW  BANK  BILL 
MAY  INCLUDE 

►  Recapitalization  of  the  FDIC's  Bank  In- 
surance Fund.  Most  likely:  A  $30  billion 
loan  from  the  Treasury 

►  Tighter  supervision  for  banks:  Tough- 
er exams,  more  independent  audits, 
stricter  accounting  rules 

►  More  power  to  the  FDIC  to  close  fail- 
ing banks  faster.  Instead  of  waiting  until 
it's  insolvent,  the  FDIC  could  seize  a  bank 
when  capital  falls  below  2%  of  assets 

►  Limits  on  the  'too  big  to  fail'  loophole, 
under  which  regulators  give  more  protec- 
tion to  big  banks 

►  Tighter  rules  on  foreign  banks,  includ- 
ing federal  approval  of  applications  to 
open  state-chartered  offices 

DATA:  BW 


( 
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need  to  expand  their  franchise  to  cu' 
costs,  boost  profits,  and  pull  themselve, 
out  of  their  current  woes. 

But  that  plan  backfired  in  the  House 
Members  thought  it  sounded  like  a  U 
thai  combination  of  deregulation  ani 
bailout  reminiscent  of  the  1980s  savings 
and-loan  scandal.  Powerful  Democrats- 
led  by  Banking  Committee  Chairma 
Henry  B.  Gonzalez  (D-Tex.)  and  Energ 
&  Commerce  Committee  Chairman  Joh 
D.  Dingell  (D-Mich.)— argued  that  bank 
and  regulators  couldn't  be  trusted  wit 
new  powers  unless  they  were  hemme 
111  by  tight  controls. 

The  bill  written  by  the  two  chairme 
|iat  such  vigorous  restrictions  on  bank 
new  roles — for  example,  cutting  bac 
rights  that  some  institutions  alreac 
liave  to  sell  insurance  and  mutu, 
funds — that  in  the  end,  no  one  liked  : 
.\s  Brady  and  the  American  Bankei 
.Vssn.  joined  forces  against  the  Dinged 
<  lonzalez  bill.  House  members  "decid( 
that  the  ultimate  safe  vote  was  'no, 
says  lobbyist  Paul  A.  Equale  of  the  I 
dependent  Insurance  Agents  of  Ame: 
ca.  The  measure  died  on  a  324-89  vote 
'NAIVE.'  Bank  lobbyists  still  see  son 
chance  that  they'll  prevail.  Republicai 
will  press  hard  to  bulk  up  the  narrc 
refunding  bill  with  interstate  branchin 
which  won  a  374-20  vote  on  the  Hou 
floor.  And  banks  believe  that  the  mo 
reform-minded  Senate  will  ultimate 
pass  a  wide-ranging  bill,  giving  them 
chance  to  win  more  powers  in  a  Hou.' 
Senate  compromise.  "Anything  coi 
happen,"  says  Susan  K.  Gordy,  who  k 
bies  for  First  Chicago  Corp.  "I  wouldi 
even  give  up  on  securities  powers  yel 

But  such  hopes  are  "just  naive," 
sponds  House  Banking  member 
Leach  (R-Iowa).  Any  provisiotis  added 
help  banks  would  incite  clamor  by  insi 
ers  and  their  agents  to  offset  the 
gains.  And  House-Senate  negotiation 
a  broad  bill  would  give  Dingell  and  G( 
zalez  another  chance  to  roll  back  ba 
powers.  Anything  emerging  from  tl 
caldron  could  end  up  being  vetoed 

Instead,  Congress  will  have  its  har 
full  just  saving  the  FDIC  fund  betwe 
now  and  its  planned  Thanksgiving 
journment.   Without   new  money, 
FDIC  has  warned,  it  will  have  to  curl 
takeovers  of  failing  banks  by  yearen(| 
fraying  the  safety  net  that  protects 
ery  bank  depositor.  No  one  in  Washi 
ton  expects  Congress  to  let  bank  dep* 
tors  down.  But  in  the  capital's  curr 
sour  mood,  "at  least  100  members  of 
House  won't  vote  for  any  bill  at  all 
this  area,"   says   Banking  Commit 
member  Jim  Slattery  (D-Kan.).  So 
Brady's  vision  of  "true,  comprehens 
reform,"  tomorrow  may  never  come, 

Bu  Mike  McNamee  in  Washinw,,^ 
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Commentary/by  Judith  H.  Dobrzynski 


CHAIRMAN  AND  CEO:  ONE  HAT  TOO  MANY 


In  Houston,  Compaq  Computer 
Corp.,  struggling  througii  rough 
weather,  has  ousted  its  chief  execu- 
tive. In  New  York,  Salomon  Inc.  is  re- 
grouping under  new  management  af- 
ter revealing  its  employees'  illegal 
bidding  in  Treasury  security  auctions. 
These  two  seemingly  unrelated  events 
are  travails  that  only  a  corporate  gov- 
ernance expert  could  love.  Why?  They 
may  give  life  to  an  idea  that  has  long 
been  a  goal  of  boardroom  re- 
formers: splitting  the  job  of 
chairman  and  chief  executive. 

At  Compaq,  the  board  was 
able  to  act  speedily — firing- 
founder  Rod  Canion  for  failing 
to  pull  the  personal-computer 
maker  out  of  a  sales-and-profit 
tailspin — largely  because  it  has 
a  separate  chairman,  venture 
capitalist  Benjamin  M.  Rosen. 
At  Salomon,  the  board  was  kept 
in  the  dark  long  after  former 
Chairman  and  CEO  John  H.  Gut- 
freund  learned  of  Salomon's 
transgressions.  Directors  didn't 
hear  of  the  problem  until  short- 
ly before  the  public  did.  Now, 
Interim  Chairman  Warren  E. 
Buffett  has  said  he  would  like 
to  remain  chairman  after  he  re- 
linquishes the  CEO  post. 
'MY  BOARD.'  Most  U.  S.  corpora- 
tions function  more  like  Salo- 
mon than  Compaq.  At  some  80?f 
of  the  companies  on  BUSINESS 
week's  list  of  America's  1,000 
most  highly  valued  corpora- 
tions, one  person  rules  the  roost 
as  chairman  and  chief  execu- 


tive. He  controls  the  meetings  of  direc- 
tors, who  are  theoretically  monitoring 
his  performance  on  behalf  of  share- 
holders. It's  no  wonder  CEOs  often  con- 
fuse who  works  for  whom.  As  John 
Nash,  president  of  the  National  Associ- 
ation of  Corporate  Directors,  put  it  re- 
cently: "Their  attitude  is,  'It's  my  com- 
pany and  it's  my  board.'  They  don't  get 
it  that  it's  not." 

To  remedy  that  attitude,  many  gov- 
ernance experts  prescribe  a  job  split. 
"The  CEO  should  not  be  chairman  of 
the  board,"  says  Harold  M.  Williams, 
former  chairman  of  the  Securities  & 
Exchange  Commission.  "Control  of  the 
agenda  and  pace  of  the  meeting  is  a 
powerful  control."  Harvard  business 
school  Professor  Jay  W.  Lorsch  calls  a 


split  "the  single  most  significant  thing 
to  do."  In  Pawns  or  Potentates,  he 
argues  that  a  change  would  reinforce 
directors'  independence,  help  prevent 
corporate  crises,  and  underscore  the 
notion  that  managers  serve  at  the  plea- 
sure of  the  board,  not  vice  versa. 

Trouble  is,  getting  a  CEO  to  give  up 
his  almighty  perch  is  hard,  especially 
when  no  one  has  really  studied  wheth- 
er companies  work  better  with  nonexe- 


cutive chairmen.  Yet  common  sense 
says  the  idea  has  merit.  As  Compaq 
showed,  troubled  times  can  demand 
tough  action  that  a  nonexecutive  chair- 
man can  best  direct:  You  can  hardly 
blame  a  CEO  for  refusing  to  recognize 
the  need  for  new  talent  at  the  top. 

Even  in  normal  times,  boards  could 
function  better  if  someone  other  than 
the  CEO  supervised  board  business. 


Splitting  the  job 
might  reinforce  directors' 
clout  and  prevent 
corporate  crises 


Outside  directors  admit  privately  tha 
they  often  don't  have  the  necessar 
information  to  ask  the  right  questions 
raise  the  right  issues,  or  make  th 
right  judgments.  Buffett,  often  call& 
"the  sage  of  Omaha"  (where  he 
chairman  and  CEO  of  Berkshire  Hath? 
way  Inc.),  has  described  the  informj 
tion  gap  with  an  analogy:  "As  Henr 
Kissinger  once  said  about  the  Stat 
Dept.  memos,  they  give  you  three  oj 
tions:  The  first  leads  to  nuclea 
war,  the  second  to  uncondition; 
surrender,  and  the  third  is  whi 
they  want  you  to  choose."  I 
general,    Buffett    has  sai( 
"things  will  come  to  light  with 
nonexecutive  chairman."  (Bu 
fett  is  unlikely  to  give  up  th 
chair  at  Berkshire,  since  with 
45'/'  stake,  he  would  be  in  coi 
trol  no  matter  what  his  title.) 
WORTH  TRYING.  Nonexecutiv 
chairmen  wouldn't  run  comp; 
nies  but  would  merely  manag 
board  business.  They  would  co: 
suit  with  the  CEO  to  set  a  mee 
ing's  agenda,  see  that  directoi 
get  requisite  information 
time,  then  run  the  meeting 
They  would  supervise  the  sele 
tion  of  new  directors  and  mal 
committee  assignments.  Ar 
they  would  ensure  that  outsi( 
directors  regularly  evaluate  tl 
CEO's  performance.  As  Ros( 
says:  "The  last  thing  I  want 
do  is  be  a  manager." 

Splitting  the  jobs  of  chairmi 
and  CEO  is  no  panacea.  It  hasr 
always   worked  well.   A  fe 


years  back,  rjr  Nabisco  had  a  nonex 
cutive  chairman:  Charles  E.  Hugi 
then  CEO  of  Combustion  Engineers 
Inc.  But  that  didn't  stop  CEO  F.  Ro 
Johnson  from  wasteful  ways  or  fro 
trying  to  buy  rjr  with  a  lowball  bid 
Such  instances  don't  mean  the  id 
isn't  worth  trying,  though.  Much  ' 
always  depend  on  the  personalities 
volved,  the  CEO's  managerial  style,  a 
the  board's  culture.  But  there  seems 
be  no  cogent  argument  that  it  woi 
hurt  corporate  performance,  and 
might  increase  the  odds  of  getting  t 
best  from  management.  Compaq  a 
Salomon  have  put  the  idea  in  the  a 
Since  making  the  switch  will  take  tin 
it's  up  to  those  who  want  to  see  betl 
corporate  governance  to  keep  it  the 
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BY  GENE  G.  MARCIAL 

DOES  UJB  HAVE 
OFFERS  IT 
CAN'T  REFUSE? 


The  disappearance  of  easily  acces- 
sible credit  and  the  collapse  of 
junk  bonds  have  provided  relief 
to  managements  that  were  once  in  con- 
stant fear  of  hostile  raiders.  But  it  may 
not  be  enough  to  prevent  New  Jersey- 
based  UJR  Financial  from  being  forced 
into  a  merger. 

Several  big  investors  in  the  nation's 
49th-largest  bank-holding  company  (as- 
sets of  $13  billion)  are  losing  patience 
with  current  management.  A  group 
that  has  accumulated  a  9.9'-^'  stake,  led 
by  money  manager  Neil  Weisman,  has 
formally  urged  u.JB's  board  and  Chair- 
man T.  Joseph  Semrod  to  consider 
merging  with  another  bank.  Otherwise, 
says  a  filing  with  the  Securities  &  Ex- 
change Commission,  it  may  seek  to 
throw  the  directors  out  so  it  can  pur- 
sue a  merger  or  sell  the  company. 

What's  behind  the  group's  aggres- 
sive stance?  Weisman,  president  of 
Chilmark  Capital,  declined  comment. 
But  in  its  filing  with  the  SEC,  the  Weis- 
man group  argued  that  it's  prepared  to 
join  a  third  party,  if  necessary,  to  at- 
tain its  objective.  It  urged  the  board  to 
form  a  committee  to  discuss  a  merger. 

Whispers  are  that  the  Weisman 
group  is  aware  of  interest  from  other 
banks  about  buying  or  merging  with 
UJB.  One  big  investor  says  that  at  least 
four  major  bank-holding  companies  are 
strongly  interested:  Bank  of  New 
York,  PNC  Financial,  First  Fidelity  Ban- 
corp, and  CoreStates  Financial.  These 
companies  are  believed  to  have  sepa- 
rately, though  only  informally,  ap- 
proached officers  of  U.JB  or  the  Weis- 
man gi'oup.  If  so,  the  board  may  have 
to  consider  a  merger.  UJB  Vice  Presi- 
dent Barrie  MacKay  said  the  board  will 
"take  whatever  action  is  appropriate  to 
enhance  shareholder  value."  But  he  de- 
clined comment  on  whether  UJB  has 
been  approached  by  any  other  bank. 
Spokesmen  for  the  four  other  compa- 
nies declined  comment. 
ON  THE  MEND.  The  recession  and  the 
downturn  in  Northeast  real  estate  have 
severely  hurt  UJB,  which  owns  7  banks 
and  10  nonbank  subsidiaries  with  about 
2.50  offices  in  New  Jersey  and  eastern 
Pennsylvania.  The  company  posted  a 
loss  of  17$  a  share  in  1990,  vs.  earnings 
of  $2.62  in  1989. 

But  the  bank  has  been  on  the  mend, 
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IS  EDGING  UP 
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managing  to  stay  in  the  black  during 
the  first  three  quarters  of  this  year.  In 
the  third  quarter,  UJB  posted  a  profit  of 
16(t,  vs.  a  loss  of  45(t  a  year  ago.  For 
the  entire  year,  it's  expected  to  earn 
75$  a  share.  Indeed,  the  stock  has  been 
edging  up  in  recent  weeks,  to  16  from 
12  in  July.  And  one  analyst  thinks  that 
in  a  takeover  or  merger,  the  stock 
would  be  worth  at  least  25. 


SEQUOIA:  TOWERING 
ABOVE  THE  TECHIES 


jigh-tech  stocks,  big  as  well  as 
small,  have  been  sorry  losers  in 
I  recent  months  as  investors 
have  turned  their  attention — and  their 
bucks — toward  the  biotechs.  But  don't 
count  them  all  out.  One  techie  that  has 
been  quite  hot — and  has  withstood  the 
group's  pullback — is  Sequoia  Systems, 
a  designer  and  maker  of  high-perfor- 
mance multiprocessor  computers  for 
on-line  processing  and  other  interactive 
operations.  Sequoia's  stock,  at  11  in 
July,  has  climbed  to  17. 

One  reason  for  Sequoia's  strength  is 
its  impressive  gains  in  fiscal  1991,  end- 
ed on  June  30.  Profits  for  the  year 
jumped  58'7'  on  a  30'a  sales  increase. 
And  in  fiscal  1992's  first  quarter,  earn- 
ings leaped  377'  on  an  additional  30% 
gain  in  sales.  Casey  Stern,  an  analyst 
at  Starr  Securities,  sees  Sequoia's 
earnings  of  78$  a  share  for  1991  con- 
tinuing to  strengthen,  to  $1.10  in  fiscal 
1992  and  $1.50  in  fi.scal  1993. 

And  that's  not  all.  Sequoia  has  lined 
up  strategic  alliances  with  several  big 
companies,  including  Hewlett-Packard, 
which  owns  a  9%  stake  in  Sequoia,  as 
well  as  with  Toshiba  and  Sumitomo 


Electric  Industries.  The  Japanese  alii 
ances  alone  "will  generate  incrementa 
revenues  of  at  least  $25  million  ove 
the  next  three  years,"  says  Stern.  Toj 
shiba  and  Sumitomo  will  provide  mon| 
ey  and  manpower  to  develop  Sequoia':|; 
"fault-tolerant"  computer  technology 
which  allows  for  programming  errors 

Sequoia's  systems  are  used  in  weath 
er  analysis,  telephone  switching,  call 
forwarding,  and  missile  tracking.  Tb 
technology  will  be  marketed  in  Japai 
by  Toshiba  and  Sumitomo. 

Stern,  who  expects  Toshiba  and  Sv 
mitomo  to  eventually  buy  equity  stake 
in  Sequoia,   is   forecasting  that 
shares  will  double  in  12  months. 


ONCE  AGAIN,  THE 
FOCUS  IS  ON  FERRO 


J 


I  ow  often  can  a  stock  turn  up  a 
a  takeover  play?  Often,  in  th 
lease  of  Ferro,  the  worldwid 
maker  of  specialty  materials,  such  a 
coatings,  ceramics,  and  plastics.  Th 
company  was  a  buyout  target  in  198 
and  again  in  1989,  when  Jon  Huntipl^ 
man,  chairman  of  Huntsman  Chemic; 
began  accumulating  shares,  whic 
helped  send  the  stock  to  a  high  of  4 
Then,  Huntsman  suddenly  bailed  ou 
and  other  big  stakeholders  followe 
suit.  The  stock  fell  as  low  as  17. 

As  late  as  August  of  this  year,  son- 
big  investors  continued  to  cut  their  p 
sitions.  The  State  of  Wisconsin  Inves 
ment  Board  slashed  its  ownership 
under  5%  from  6%-.  And  Phil  Fros 
chairman  of  drugmaker  Ivax,  also  ci 
his  holding,  to  65''  from  8%. 

But  Ferro  has  rebounded  since  the: 
closing  at  34  on  Nov.  5 — up  from  26 
September.  Why?  Another  round 
takeover  talk.  One  New  York  mone 
manager  is  convinced  that  Ferro  is 
target.   He  says  that  Great  Laki 
Chemical,  a  major  maker  of  special 
chemicals,  is  eyeing  Ferro.  This  pi 
figures  Ferro  is  worth  $50  a  share  in 
takeover  deal,  especially  since  thir 
quarter  earnings  came  out  strong, 
56$  a  share,  vs.  37$  a  year  ago  and 
$1.19  loss  in  the  second  quarter 
1991.  "The  fit  between  the  produc 
and  operations  of  Great  Lakes  and  Ft 
ro  is  unusually  good,"  he  notes, 
spokesman  for  Great  Lakes,  whi 
owns  A07"  of  Huntsman  Chemical,  sa; 
the  company  is  always  looking  for  c 
portunities  but  declined  to  comment 
Ferro.  A  Ferro  spokesman  says  Ft 
ro's  stock  has  been  rising  because 
buy  ratings  by  six  brokerages.  He  c 
clined  comment  on  takeover  rumors 
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THE  PROFIT  REBOUN 

DESPITE  A  RECOVERY  IN  GNP,  EARNINGS  SLUMPED— AND  EVEN  WHEN  SALES  PICKRMI 


The  economy  may  have  grown  at  an 
annual  rate  of  2.4%  in  the  third 
quarter,  but  the  long-awaited  re- 
covery in  corporate  profits  was  nowhere 
in  sight. 

Despite  forecasts  that  earnings  would 
begin  to  snap  back  in  the  second  half  of 
1991,  third-quarter  profits  slipped  22% 
compared  with  last  year's  quarter.  The 
decline  was  nearly  as  large  as  the  hefty 
23''''  drop  in  second-quarter  earnings. 
Sales  for  the  900  companies  in  BUSINESS 
week's  Corporate  Scoreboard  remained 
even  with  year-ago  levels,  according  to 
Standard  &  Poor's  Compustat  Services 
Inc.  For  the  first  nine  months  of  1990, 
earnings  declined  177',  while  sales 
inched  ahead  2!/< . 

This  third  quarter  marks  a  doleful  sec- 
ond anniversary:  The  slide  in  corporate 
profits  began  in  the  third  quarter  of 
1989,  a  year  before  the  recession  official- 
ly started.  Lackluster  consumer  demand 
and  intense  competition  from  both  do- 
mestic and  foreign  producers  were  tak- 
ing their  toll  on  corporate  profits  even 
before  the  economic  downturn  began  in 
earnest.  Although  gross  national  prod- 
uct was  expanding  in  the  third  quarter 
of  this  year,  companies  were  still  suffer- 
ing a  squeeze  on  profit  margins.  Net 
margins  withered  to  3.47  in  the  quarter, 
from  4.47'  a  year  earlier,  and  to  3.87  for 
the  first  nine  months  of  1991,  from  4.7%. 

The  pressure  on  margins  is  likely  to 
continue,  regardless  of  whether  the 
economy  slips  back  into  recession. 
"There  isn't  much  difference  between 
sluggish  growth  and  recession  when  it 
comes  to  corporate  profits,"  says  Mark 
Zandi,  managing  director  of  Regional  Fi- 
nancial Associates,  an  economic  consult- 
ing firm  in  West  Chester,  Pa.  "Compa- 
nies are  still  feeling  the  pain." 
SILENT  SHOPPERS.  Earlier  this  year, 
many  economists  were  anticipating  a  re- 
bound in  corporate  earnings  by  the 
fourth  quarter  of  1991  at  the  latest.  But 
most  forecasts  are  now  calling  for  prof- 
its to  pick  up  steam  next  year.  That's 
because  many  companies  are  taking  ad- 
vantage of  the  weak  economy  to  restruc- 
ture their  operations  and  clean  up  their 
balance  sheets.  Without  these  write-offs, 
third-quarter  profits  declined  10.77,  ac- 
cording to  Zacks  Investment  Research. 
"Cost-cutting  is  causing  a  lot  of  pain, 
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but  it's  setting  the  stage  for  higher  mar- 
gins when  the  recovery  takes  hold," 
says  Stephen  S.  Roach,  senior  economist 
at  Morgan  Stanley  &  Co. 

Those  greater  operating  efficiencies 
could  well  be  the  only  thing  propelling 
an  improvement  of  corporate  profits 
next  year,  because  consumer  demand 


hig  pii 


lie  II 


isn't  likely  to  add  much  spark.  With 
levels  of  debt  and  fears  of  unempl 
ment  continuing  to  shadow  householdfco 
Roach  and  many  other  economists  aren|rter 
expecting  consumers  to  go  on  a  s 
ing  binge  even  when  the  economy  gei 
back  on  track. 
Against  that  backdrop,  the  recovery 
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MAT  NEVER  WAS 

M  LINES  WILL  BE  SLOW  TO  IMPROVE 


irate  earnings  is  likely  to  be  muted, 
i  expects  profits  to  grow  18%  on  a 
over-year  basis  from  the  fourth 
;er  of  1991  until  the  fourth  quarter 
92.  This  would  represent  the  weak- 
ebound  in  corporate  earnings  since 
d  War  II,  says  Zandi.  During  the 
var  period,  he  says,  the  average 


gain  in  profits  in  the  year  following  the 
end  of  a  recession  has  been  43%. 

Similarly,  Susan  Lakatos,  a  vice-presi- 
dent at  Kidder  Peabody  &  Co.,  expects 
profits  for  companies  in  the  Standard  & 
Poor's  500-stock  index  to  climb  by  17%-  in 
1992.  And  she  doesn't  think  looser  mone- 
tary policy  can  do  much  to  brighten  the 


t-QUARTER  PROFITS 


THE  COMPANIES 

lADE  THE  MOST 

WHO  LOST  THE  MOST 

Millions 
of  dollars 

Millions 
of  dollars 

;RIS  $1,131 

AT&T 

$1,799 

1,115 

WESTINGHOUSE  ELECTRIC 

1,482 

-ECTRIC  1,042 

GENERAL  MOTORS 

1,057 

582 

CITICORP 

885 

VERS  SQUIBB  563 

TEXAS  UTILITIES 

735 

552 

TENNECO 

643 

GAMBLE  536 

FORD  MOTOR 

574 

504 

ALLIED-SIGNAL 

540 

462 

SECURITY  PACIFIC 

509 

\  456 

UNION  PACIFIC 

406 

401 

TUCSON  ELECTRIC  POWER 

366 

399 

FIRST  INTERSTATE  BANCORP  208 

HOME  PRODUCTS  385 

CONTINENTAL  BANK 

185 

mc  383 

CBS 

169 

379 

NATIONAL  SEMICONDUCTOR    1 68 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC. 


picture  this  year  if  corporations  continue 
to  lay  off  workers  and  take  write-offs  in 
the  fourth  quarter.  "The  service  econo- 
my is  in  the  midst  of  a  major  restructur- 
ing," says  Lakatos.  "This  reduces  the 
stimulative  effect  of  interest-rate  cuts. 
We're  getting  less  bang  for  the  buck  out 
of  the  Fed." 

Among  the  companies  taking  massive 
write-offs  in  the  third  quarter  was  AT&T, 
whose  $1.8  billion  loss  was  the  largest  of 
any  company.  AT&T  took  $4  billion  in 
charges  to  cover  the  costs  of  its  recent 
merger  with  computer  maker  NCR  and  to 
reorganize  its  phone-equipment  opera- 
tions. Without  the  special  charges,  AT&T 
would  have  earned  $848  million  in  the 
quarter.  Westinghouse  Electric  reported 
a  $1.48  billion  loss — second  only  to 
AT&T's— after  setting  aside  $1.7  billion  to 
dispose  of  assets  in  its  financial-services 
unit  and  taking  a  $160  million  charge  to 
eliminate  jobs.  General  Motors  had  the 
third-largest  loss,  $1.06  billion,  as  a 
much-hoped-for  rebound  in  auto  sales 
failed  to  materialize,  despite  new  models 
from  both  G.M  and  Ford. 

The  companies  earning  the  most  in  the 
quarter  were  tobacco-and-food  giant 
Philip  Morris,  with  $1.13  billion  in  prof- 
its; Exxon,  with  $1.11  billion;  and  Gener- 
al Electric,  with  $1.04  billion. 
SLOW  VEHICLES.  A  mixed  bag  of  leisure- 
group  companies  was  the  sector  logging 
the  sharpest  earnings  gain,  up  682%  in 
the  quarter.  The  group  was  buoyed  by 
improved  performance  at  photography 
giant  Polaroid.  Its  third-quarter  net  in- 
come of  $582  million  includes  a  $92.5  mil- 
lion pretax  gain  from  a  lawsuit  settle- 
ment with  Eastman  Kodak.  Other 
groups  showing  big  gains  in  the  third 
quarter  were  utilities  involved  in  gas 
and  oil  transmission,  up  616%;  trucking 
and  shipping,  ahead  162%;  and  business 
machines  and  services,  up  69%. 

The  industry  sector  that  reported  the 
largest  decline  was  the  car  and  truck 
group,  which  posted  a  $1.73  billion  loss. 
All  Big  Three  auto  makers  remained  in 
the  red  during  the  third  quarter,  as 
weak  consumer  confidence  lecl  to  a  12.5% 
decline  in  sales  of  cars  and  light  trucks. 
However,  auto  executives  remain  hope- 
ful that  pent-up  consumer  demand  will 
soon  lead  to  rising  sales.  "We  think  the 
market  is  about  to  turn,"  says  Lee  A. 
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lacocca,   chairman  of  Chrysler  Corp. 

Telecommunications  equipment  and 
services  posted  the  second-largest  loss 
of  any  sector,  $1.5  billion,  thanks  to  the 
restructuring  charges  at  AT&T.  Similarly, 
the  electrical  products  group  was  pulled 
into  the  red  to  the  tune  of  $1.3  billion  by 
Westinghouse's  loss.  Other  groups  that 
were  awash  in  red  ink  during  the  third 
quarter  included  broadcasting,  steel,  and 


West  and  Southwest  banks,  hit  by  bad 
real  estate  loans. 

Even  when  the  economy  starts  chug- 
ging along — as  many  analysts  believe  it 
will  by  next  fall's  Presidential  election — 
the  impact  on  corporate  earnings  will  be 
restrained.  Companies  will  still  need 
time  to  wring  out  the  excesses  of  the 
1980s.  Financial-services  companies  will 
not  digest  their  bad  real  estate  loans 


quickly,  and  the  service  sector  willfbtlg 
bring  its  overhead  into  line  with  rte-P 
nues  overnight.  As  a  result,  whenjie"^ 
rebound  in  corporate  earnings  fir|ly 
does  arrive  some  time  next  year,  ins 
of  yelps  of  joy,  you'll  probably  hear 
a  muted  sigh  of  relief  in  boardro^ 
across  the  country. 

By  Monica  Roman  in  New  York 
David  Woodruff  in  Detroit 
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-22% 

WITHOUT  ELECTRONICS 

-18% 

WITHOUT  HEALTH  CARE 

-26% 

WITHOUT  TELECOMMUNICATIONS 

-19% 

PERCENT  CHANGE  FROM 
SAME  PERIOD  PRECEDING 
YEAR,  ALL  INDUSTRIES 

12-MONTH 
MOVING  AVERAGE 
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INDUSTRY  GROUPS  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

The  second  quarter  was  bad;  the  third  is  little  better  The  comeback  of  Eastern 
banks  may  be  a  bit  surprising,  in  view  of  the  bad  news  from  Citicorp,  while 
AT&T's  adjustments  for  the  NCR  merger  hit  telecommunications  hard 
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These  are  some  of  the  industries  that  had  the 
greatest  impact  on  nine-month  corporate 
earnings,  which  were  down  1 7% 


CORPORATE  EARNINGS 

I  FIRST  MINE  MONTHS,  1990 
I  FIRST  NINE  MONTHS,  199) 
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TRANSPORTATION 


AUTOS 
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CORPORATE  SCOREI 


THIRD  QUARTER  1991 


SSARY 

i:  Includes  all  sales  and  other  operating 
ues.  For  banks,  includes  all  operating 
ues. 

Is:  Net  income  before  extraordinary 
For  banks,  profits  are  net  income  after 
ty  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockfiolders 
(most  recent  1 2  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Oct.  25, 
1991,  common  stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  12-month 
period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 
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NM 

-0.22 

d  quarter  ending  Aug.  31.  (2)  Third  quarter  ending  July  31.  (3)  Fourth  quarter  and  most  recent  six  months  ending  Sept.  30.  (4)  Fourth  quarter  and  most  recent  six  months  ending 
1.(5}  Fourth  quarter  and  most  recent  six  months  ending  July  31.  (6)  First  quarter  and  most  recent  six  months  ending  Sept,  30.  (7)  First  quarter  and  most  recent  six  months  ending 
I ,  (8)  First  quarter  and  most  recent  six  months  ending  July  31,  (9)  Second  quarter  and  most  recent  six  months  ending  Sept.  30,  { 1 0)  Second  quarter  and  most  recent  six  months  end- 
|,  3 1 ,  ( 1  1 )  Second  quarter  and  most  recent  six  months  ending  July  3 1 .  "Sales  include  excise  taxes,  **Sales  include  other  income  ***Saies  include  excise  taxes  and  other  income 
ues  from  major  subsidiaries  not  included  in  consolidated  sales.  Earnings  per  shore  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fiscal  year;  they  include  all  com- 
pck  equivalents  but  exclude  extraordinary  items,  NA  =  not  availoble.  NM  =  not  meaningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC 
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6ROUP  COMPOSITE 

8794.2 

-6 

26766.5 

-4 

575.9 

-18 

2081.2 

7 

6.5 

7.5 

10.9 

14 

2.1 

AmeriTrust 

281  7 

-17 

861.5 

-10 

15.2 

9 

41  4 

NM 

5.4 

4.1 

-7.1 

NM 

-1. 

Banc  One 

961  0 

8 

2855.5 

1 1 

133.9 

23 

385  2 

22 

13  9 

12.3 

16.0 

14 

3. 

Boatmen's  Boncshares 

394.4 

3 

1  187.7 

6 

39.1 

13 

1 1 1.4 

1  1 

9.9 

9.1 

11.1 

1  1 

4.1 

Comerico 

349.9 

2 

1051.3 

4 

38.3 

7 

1 1  1.5 

7 

10.9 

10.4 

14.1 

9 

4.' 

Continental  Bank 

532  0 

-26 

1750.0 

-26 

-185.0 

NM 

-123.0 

NM 

NM 

5  6 

-1 1.7 

NM 

-2. 

First  Bank  System 

456.2 

-14 

1370  4 

-16 

50.2 

42 

136  2 

45 

110 

6.7 

13.5 

12 

1.' 

First  Chicago 

1 182.9 

-17 

3666.4 

-14 

24  6 

-32 

131.4 

-32 

2.1 

2.6 

6.3 

1 1 

2. 

First  of  America  Bank 

359.7 

2 

1074.1 

6 

36  0 

8 

98.7 

1 

10.0 

9.5 

13.2 

8 

3. 

Firstar 

314.6 

0 

938.9 

2 

34.5 

1 1 

98  9 

10 

1 1.0 

9.9 

13.8 

1 1 

4. 

Huntington  Boncshares 

303.5 

-5 

914  8 

-3 

30.1 

NM 

85.3 

47 

9  9 

0.7 

13.8 

1 1 

1.. 

Manufacturers  Notional 

284.7 

-4 

878  3 

2 

30  7 

5 

88  0 

13 

10.8 

9  8 

14.6 

9 

3.: 

Michigan  National 

274.0 

-11 

825.5 

-11 

18  3 

119 

315 

-31 

6.7 

2.7 

4.6 

16 

Notional  City 

643.8 

-4 

1962.0 

-2 

60  2 

-8 

167.6 

-15 

9.3 

9.7 

1 1.7 

12 

3.: 

NBD  Bancorp 

643.1 

-6 

1951  8 

-2 

70.0 

0 

205.9 

1 

10.9 

10.3 

14.2 

11 

3.; 

Northern  Trust 

310.6 

-8 

952  8 

-3 

31.2 

3 

94  3 

1  1 

10.0 

9.0 

18.3 

14 

3.; 

Norwest 

1 101.2 

4 

331 1.0 

7 

104.1 

22 

289  6 

109 

9.5 

8.1 

12.0 

17 

\.' 

Society 

401.0 

-7 

1214.5 

-5 

44.5 

1 1 

127  5 

9 

1 1.1 

9.3 

15.6 

9 

4.< 

)  BANKS  •  SOUTH  &  SOUTHEAST 
CROUP  COMPOSITE 


6766.9 


20562.1 


-1 


380.4 


1323.3 


-10 


5.6 


5.4 


9.0 


15 


Bornett  Banks 
C&S/Sovron 
Crestar  Financial 
First  Union 


817.5 
1223.4 

291  3 
1074.9 


-10 
6 


2484  2  2 

3750.2  -5 

922  0  -1 

3113.4  4 


37.0 
-50.8 
2.3 
75.3 


131 
NM 
-90 
-1 1 


84.5 
44.0 
26.5 
229.8 


-6 
-80 
-56 

-8 


4.5 

NM 

0  8 
7  0 


1.9 
2.6 
7.5 
8.3 


3.6 
1.3 
3.3 
9.7 


37 
NM 
23 
12 


NCNB 

Signet  Banking 
SunTrust  Banks 
Wachovia 


1612.0 
308.1 
832.6 
607.0 


-5 
-16 
-2 
-4 


4959.5 
953.3 
2539  2 
1840.3 


1 

-12 
0 

-1 


131.1 
1 1.2 
93  7 
80.6 


130 
148 
6 
7 


401.7 
25.9 
275.2 
235  7 


20 
-25 
4 
6 


8.1 
3.6 
112 
13.3 


3.4 
1.2 
10.4 
1 1.9 


1 1.4 
4  3 
14.8 
15.3 


10 
17 
12 
13 


(d)  BANKS  -  WEST  &  SOUTHWEST 


GROUP  COMPOSITE 

8221.5 

-4 

25090.2 

-1 

-260.1 

NM 

799.3 

-67 

NM 

9.3 

4.5 

25 

1.3 

Bancorp  Hawaii 

255.1 

1 

769  8 

12 

28.5 

15 

82.6 

17 

1  1.2 

9  9 

16.0 

1  1 

3.S 

BankAmerico 

3048.0 

-2 

9215,0 

2 

285.0 

21 

839.0 

26 

9.4 

7  5 

15,3 

9 

4.i 

First  interstate  Boncorp 

1259  6 

-20 

3963.3 

-13 

-207.5 

NM 

-228.2 

NM 

NM 

9.8 

-8.2 

NM 

-2./ 

Security  Pacific 

1289  4 

4 

3837.7 

3 

-508.5 

NM 

-365.3 

NM 

NM 

10.9 

-18.5 

NM 

-6.: 

U.S.  Bancorp 

503  1 

-3 

1510  7 

1 

51.4 

2 

142  9 

-1 

10.2 

9  7 

13  6 

10 

1.5 

Union  Bank 

412.3 

0 

1353.7 

7 

5.0 

-87 

76.3 

-30 

1.2 

9  1 

1 1.3 

6 

3.2 

Wells  Forgo 

1454.0 

-1 

4440.0 

0 

86.0 

-4/ 

252.0 

-55 

5.9 

11.1 

12.7 

9 

7.1 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

32724.9 

-6 

101944.9 

-1 

1444.8 

-14 

5116.3 

-24 

4.4 

4.9 

12.2 

17 

2.S 

Air  Products  &  Chemicals  (3) 

738.4 

-10 

22065 

-2 

58.4 

-7 

188.3 

4 

7.9 

7.7 

14  1 

15 

4A 

American  Cyanamid 

1 1 18.1 

6 

3851.3 

12 

56.3 

NM 

292  9 

471 

5  0 

NM 

13  2 

17 

3.7 

Arco  Chemical 

705.0 

4 

20900 

1 

35.0 

-38 

120.0 

-50 

5.0 

8  2 

1  1.5 

18 

1.5 

Betz  Laboratories 

170.3 

1 1 

500.0 

13 

19.9 

13 

57.0 

15 

1 1.7 

1  1.5 

28  9 

24 

2.3 

Crompton  &  Knowles 

1 15.1 

19 

340.3 

18 

8.4 

20 

27.3 

20 

7.3 

7.3 

27.1 

27 

1.^ 

Dexter 

228  7 

1 

701.7 

4 

-8.2 

NM 

3.5 

-89 

NM 

4.7 

4  0 

37 

0.i 

Dow  Chemical 

4502.0" 

-8 

14244  0 

-3 

223.0 

-21 

1034.0 

-7 

5.0 

5.8 

14.4 

1 1 

4.6 

Du  Pont 

9426  0"' 

-5 

28930.0 

0 

504.0 

-5 

1643.0 

-1 1 

5.3 

5.4 

12.5 

15 

3.1 
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CORPORATE  SCOREBi 


A  Great  Deal  for  Business  Week  Readers . . . 


Choose 
Any 


4 


books 

for 

only 


'4 


and 
get  a 


5  th  book 

FREE 


irting 
iirOvn  1 
siness 

RNOMf 


3467 
$32.95 
Counts  As  2 


10026 
$19.95 


M  AN  AaiNO  

767 
95 
As  2 

30051 
$22.95 

\im  " 
US  1-2-3 
MASTER 

THE 
McCRyWHiLL 
, ,  36-HOUR 
MANAGEMENT 
COURSE 

988P 
!4.95 
Icover 

15043 
539.95 

Urtt 

1mm 

3718P 
$17.95 
Softcover 


HOW' 
TO  WRITE 
ASICCESSFUL 
MARKETING 
PLAN 


4004 
$79.95 
Counts  As  2 


4001 
$22.95 


9084 

9.95 
ts  As  2 


3928P  $29.95 
Counts  As  2 
Softcover 


Here's  What  an  Expert  Says 


"The  Business  Week 
Book  Club  is  the  best 
source  for  executives 
to  find  proven  tech- 
niques that  will  help 
them  lead  their 
companies  toward 
improved  quality,  at 
discounted  prices.  " 

— Philip  Crosby 


3790P 
$14.95 
Softcover 


014567 

10081 

$21.50 

$24.95 

I 


CROSBY 

LEADING 


PHILIP  li 

-\\my 

t  I  S  TALK. 


LL  > 
:  QUALI'f\'' 


^-Seven„  • 

S(Wt8  of 

ElainaZuker  °^tion 


073065  $29.90  | 


30064P 
$12.95 
Softcover 


SI  AN  RAW  8f 

SEUING 

t7i!l|i'f:jni 
mmm 

IIHELTKWIN  ! 
ffilftKnKK  1 

STR.aH.7 

i 

Ue  BOT\HUCMRD  SALB 
MTTMOD  JWULULE  TOMI 

3906 
$21.50 


585158 
$29.95 
Counts  As  2 


4007 
$26.50 


VteilWR3wer 


585738 
21.95 
Counts  As  2 


jality  Books,  Dependable  Service 

Business  IVeefc  Book  Club  member,  you'll  save  up  to  50%  off  the 

her's  prices  on  a  wide  selection  of  quality  books  carefully  cfiosen  to  meet 
leeds.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
dated  Reply  Card.  If  you  want  the  Ivlain  Selection,  do  nothing— it  will  be 
3d  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
dicate  your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified, 
always  have  at  least  1 0  full  days  to  decide.  If  the  Club  Bulletin  ever  arrives 
id  you  receive  a  Main  Selection  you  don't  want,  return  it  for  credit  at  our 
ise. 

aWngs  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
>  you  savings  of  up  to  80%  off  the  publisher's  price. 

Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
3  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
smbership  with  no  further  obligation. 

'  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
lain  Selection  you  don't  want  you  can  always  return  it  at  our  expense, 
act,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
ir  a  complete  refund . . ,  no  questions  asked. 


BusinessWeek 


Blue  Ridge  Summit,  PA  17294-0795 

□  YES!  Rush  me  the  following  titles,  billing  me  just  $4,97  (plus  shipping/handling 
&  tax),  and  enroll  me  as  a  member  of  the  Business  Week  Book  Club, 

Code  #  of  my  4  books  for  $4,97 


Code  #  of  my  FREE  book 


Mole  Any  Counls  as  2  lille  may  be  chosen  instead  ol  2  single  selections 

I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership  as  outlined 
under  the  Club  plan  described  in  this  a<t  A  shipping/handling  charge,  and  local  tax  is  added 
to  each  shipment  Membership  in  the  Club  may  be  cancelled  by  the  Club  or  me  any  time 
after  the  two  book  purchase  has  been  fulfilled. 


Name_ 


Initial  Here . 


Address/Apt  #  

City/State/Zip   

All  books  hafdcovet  unless  otherwise  noted  Publishers'  prices  shown  Otfer  valid  (or  new  members  only, 
subject  to  acceplance  by  McGraw-Hill  Foreign  customers  must  remit  in  U  S  lunds  drawn  on  U  S  banks, 
subjecl  lo  special  conditions  SBRA91C 


COMPANY 


SALES 


3RD 
QUARTER 
1991 
SMIl 


PROFITS 


CHANGE            9  CHANGE 

FROM         MONTHS  FROM 

1990           1991  1990 

S  MIL  % 


3RD 
QUARTER 
1991 
SMIL 


CHANGE 
FROM 
1990 


9 

MONTHS 
1991 
SMIL 


CHANGE      3RD  3RD 
FROM     QUARTER  QUARTER 
1990        1991  1990 


RETURN  ON 
COMMON 

EQUIPT  PRICE- 
12  MONTHS  EARNINGS 


ENDING 

9-30 


RATIO 
10-25 


MOI 
EARh 
P 
SH 


Engelhard 

Ethyl 

Ferro 

First  Mississippi  (6) 


571,6* 
623.1 
258.7 
139  5 


-35 
0 


1849.5 
1915  1 
791.7 
423.0 


-19 
4 
-6 
6 


21.2 
55.3 
11.5 
5.3 


33 
-2 
43 
23 


65.2 
158.3 

-7.5 
7.7 


33 
-4 
NM 

20 


3.7 
8  9 
4.4 
3.8 


1.8 
9  0 

2  3 

3  2 


12  3 
20  3 
-5.3 
3.4 


15 
14 
NM 
30 


Freeport-McMoRan 
Fuller  (H.B.)  (1) 
Georgia  Gulf 
Goodrich  (B.F.) 


413  2 
213.9 
206.4 
649.5 


-2 
5 
-1 1 
2 


1209  9 
632.4 
656.0 

1864  2 


30.9 
8.2 
15.6 
20.7 


-7 
27 
-33 
-59 


92.6 
18  9 
49.3 
26.1 


-69 
45 
-35 
-74 


7.5 
3  8 
7.6 
3.2 


7.9 
3.2 
100 
8.0 


17.8 
13.3 
NM 
2.6 


28 
19 
1 1 
34 


Grace  (W.R.) 
Great  Lakes  Chemical 
Grow  Group  (6) 
Hanna  (M.A.) 


1621.6 
320.5 
1 13.6 
308.3 


-3 
20 
5 
6 


4971.9 
985.7 
330  2 
843.8 


3 
27 
2 
0 


49.6 
39.2 
2.4 
-26.8 


10 
1 1 
114 

NM 


138.0 
1 17.8 
-9.4 
-17.4 


7 
13 

NM 
NM 


3.1 
12  2 
2.1 
NM 


2.7 
13.2 
1  0 
4.6 


11.4 
19.6 

-25.6 
0.4 


15 
22 
NM 
NM 


Hercules  716  8  -12  2219.3  -7  34.5  17  60.8  -35  4.8  3.6  3.4  31 

IMC  Fertilizer  Group  (6)  258.7  -3  847.4  -1  20.0  -13  67.9  7  7.7  8.6  13.3  13 

International  Specialty  Products  128.5  -1  403.4  4  13.0  48  40.6  43  10  1  6.8  24.9  na 

Loctite  140.3  1  419  7  2  19.3  10  53.9  6  13.7  12.7  22.3  20 


Lubrizol 

Lyondell  Petrochemical 
Monsanto 

Morton  International  (6) 


359  3 
1293.0 
2042  0 

475.0 


-2 
-20 
-5 
5 


1 106.0 
4375  0 
6738.0 
1458.2 


2 

-3 
-1 
10 


28.8 
33.0 
1  16.0 
34.1 


-70 
-34 
57 
1 


91.8 
201.0 
230  0 
108.6 


-42 
-29 
-55 
0 


8.0 
2  6 
5.7 
7.2 


26.3 
3  1 
3.5 
7.5 


16.2 
203.0 
6.6 
12.6 


14 
7 
33 
18 


Naico  Chemical 
NL  Industries 
Olin 

Quantum  Chemical 


345  8 
202  4 
551  3 
573.0* 


18 


-16 


985  0  14 

644.7  -5 

1680,7  -14 

1895  7  0 


34.7 
4.6 
15.2 
-38.1 


6 

-74 
6 
NM 


100.4 
-17.2 
-22.9 
-105  7 


5 
NM 
NM 
NM 


10.0 

2  3 
2.8 

NM 


112 

7.9 
2.2 
NM 


26  2 

NM 
-4.1 
NM 


18 

NM 
NM 
NM 


Rohm  &  Haas 
Schulman  (A.)  |4) 
Union  Carbide 
Wellman 
Witco 


672.1 
152.5* 
1751.0 
199  1 
420.4 


-2 
-13 
-10 

-3 
0 


2104  7 
524  6 

53590 
606.5 

1240.0 


39.5 
13.0 
-84.0 
10.2 
21.2 


-14 
19 
NM 

-27 


133.6 
32.6 
49.0 
32.2 
54.0 


-21 
14 
-84 

-36 
-6 


5  9 
8  5 
NM 
5.1 
5  0 


6.7 
6.2 
4.7 
6  8 
4.7 


13  1 

19.2 
18 
10.8 
1  1.0 


16 
18 
59 
15 
14 


5  CONGLOMERATES 


INDUSTRY  COMPOSITE 


37711.9 


113174.0 


318.1 


-80  3498.8 


-37 


0.8 


4.2 


12.2 


18 


Allied-Signal 
Dart  Group  (11) 
Dial 

Figgie  International 


2877.0 
307  7 
887.3 
282  9 


-3 
15 
1 

-12 


8827  0 
877  6 

2719.7 
9113 


-4 
12 
2 

-9 


-540.0 
2.5 
33.3 
5.0 


NM 
-21 
4 

-29 


-388.0 
2.0 
90.4 
17.8 


NM 

-80 
3 

-43 


NM 

0.8 
3.8 
1.8 


3.5 
1.2 
3.7 
2.2 


-8.2 
1.7 

11.1 
7.4 


NM 
25 
14 
16 


General  Cinema  (2| 
General  Electric 
Itel 

in 


520.9* 
14578.0* 
431  9 
4930.0 


3 
3 
2 

-2 


1735.7 
42685  0 

1254.4 
15071.0 


4 
4 

-2 
-1 


6.3 
1042.0 

-36.4 
187.0 


1 1 
2 

NM 

-17 


62.4 
3172.0 

-42.2 
622  0 


12 
4 

NM 
-29 


12 

7.1 
NM 

3.8 


1.1 
7.2 
NM 
4.5 


7.1 
19.8 
-13.9 

NA 


13 
14 

NM 
9 


LTV 

National  Intergroup  (9) 

Ogden 

Pall  (5) 


1479,9 
826  3 
412.7 
185.9 


2 
4 
6 
10 


4469  4 
2390  5 
1  162.4 
529.1 


-1 
9 
-1 
17 


1 15.5 
-9.2 
16.0 
30.2 


NM 
NM 
1 

19 


82.6 
-22,1 
40.9 
71,6 


-9 
NM 
-32 

21 


7.8 
NM 
3  9 
16.3 


NM 
0.2 
4.1 
15.1 


NM 

-5.8 
7.5 
16.4 


4 

NM 
22 
25 


Penn  Central 
Pittway 

Premark  International 
Teledyne 


682.9 
246.1 
669  4 

757.7 


21 
6 
0 

-10 


2024.9 
720.0 
2031.0 
2388.6 


26 
4 
4 

-7 


20  8 
6.9 
18.3 

-79.8 


-22 
36 

336 
NM 


63.8 
16.2 
54  7 
-53.5 


-18 
-14 
126 
NM 


3  0 
2.8 
2.7 
NM 


4.7 
2.2 
0,6 
1.1 


5.3 
5.7 
11.1 

-10.0 


15 
20 
1  1 
NM 


Tenneco 
Textron 
TRW 

Whitman 


3182.0 
1906  I* 
1896  0 
651.2 


10019  0 
5824,1 
5791,0 
1742  4 


-643  0 
75,7 
32  0 
35,0 


NM 
14 

-30 
NM 


-656.0 
216.2 
91.0 
57  0 


NM 
6 

-45 
NM 


NM 
4  0 

1.7 
5.4 


2.7 
3.5 
2.3 
NM 


-18.6 
10  6 
7.0 
17.2 


NM 
1  1 
18 
18 


6  CONSUMER  PRODUCTS 


INDUSTRY  COMPOSITE 


58147.7 


5  169254.8 


3824.8 


10584.1 


6.6 


6.5 


21.4 


20 


|a)  APPAREL 

GROUP  COMPOSITE 


6035.6 


16461.0 


8 


405.7 


891.1 


6.7 


6.8 


16.9 


17 


Brown  Group  (11) 
Crystal  Brands 
Fruit  of  the  Loom 
Hartmarx  ( 1 ) 


417.0 
239.0 
392.0 
284  1 


-4 
-2 
10 

-9 


1275  8  -6 

6158  -4 

1209  5  8 

896.4  -7 


4.6 
10  9 

27.2 
-16.1 


-12 
-12 
15 
NM 


16  3 

-27.5 
79  3 
-23.2 


-34 
NM 


NM 


1,1 
4  6 
6  9 
NM 


12 

5,1 
6,6 
NM 


79 
-7,3 
15.1 
-9.6 


17 
NM 

16 
NM 


Kellwood  (8) 
L.A.  Gear  (1) 
Leslie  Fay 
Liz  Claiborne 


219.5 
183  8 
249.2 
558.4 


1 1 

-39 
-7 
12 


615.7  10 

537.5  -25 

665.2  1 

1476.5  17 


6.8 
-11.4 
18.6 

65.7 


57 
NM 
21 
5 


12  9 

-27.9 
28.8 
166.2 


494 

NM 
10 

1 1 


3  1 
NM 
7.5 
1 1.8 


2  2 
4  8 

5.7 
12  5 


73 
-18.5 
14.7 
27  1 


21 
NM 
1  1 
15 


1.: 

1.  ^ 

2.  <lfil 


Nike  (7) 

Oshkosh  B'Gosh 
Oxford  Industries  (7) 
Phillips-Van  Heusen  {11) 


947.2 
113  8 
123.0 
205.3 


14 

25 

-6 
7 


2468  3 
284  4 
360.3 
604  1 


22 
16 


114.4 
9.4 

2.6 

6,0 


15 
13 
112 
6 


243,7 
24,0 
5  9 
10,3 


6 
9 
168 
15 


12  1  120 

8  3  9  2 

2.1  1.0 

2  9  3.0 


29.2 
19.4 
6.8 
27.4 


13 
15 
19 
20 


Reebok  International 

Russell 

Stride  Rite  ( 1 ) 

Tultex 

VF 


764.3 
228.1 
165.7 
1 10.3* 
834.8 


30 
18 
12 
0 
15 


2147.9 
547.9 
459  7 
193,9 

2102.2 


29 
5 
1  1 
-22 
9 


66.2 
20.9 
18.9 
7.2 
53.8 


62 
0 
14 
-38 
18 


185.0 
305 
54.0 
0.0 

1  12.9 


35 
-37 

17 
NM 

24 


8.7 
9.2 
114 
6  5 
6.4 


7.0 
10  8 
11.1 
10.5 

6.3 


31.9 

10.8 
30.1 
7.9 
1 1.8 


13 
22 
18 
19 
20 
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CORPORATE  SCORES  lAIf;;;-,., 


IPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

CHANGE 

MUIN  1  no 

QUARTFR 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS  ■■ 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIl 

°° 

$MIL 

% 

SMIL, 

% 

SMIL 

% 

% 

% 

9-30 

10-25 

SHARE 

lANCES  &  HOME  FURNISHINGS 

P  COMPOSITE 

6361.3 

0 

19199.0 

-1 

99.3 

-35 

268.7 

-55 

1.6 

2.4 

1.4 

NM 

0.14 

trong  World  Industries 

635  6 

- 1 

1 865,6 

-3 

22,0 

-22 

60.2 

-56 

3,5 

4.4 

7,7 

25 

1 ,26 

IT  LiTy  arores  ( lU) 

AT  A  ft 

1 5 

1 934  0 

1 2 

1 7  4 

3 

52  1 

- 1  8 

2  7 

3  1 

1 3  9 

1 9 

1  1  7 

j-Meyers  ( 1 0) 

1 18.8** 

9 

357.5 

9 

6.0 

23 

17.4 

9 

5  0 

4.5 

8.9 

17 

1  99 

and  Superstores  (11) 

135.6 

-31 

591.6 

-15 

-63  2 

NM 

-83  8 

NM 

NM 

NM 

NM 

NM 

-4  84 

CO  (10) 

0  jo.y 

_3 

1 05 1  4 

-5 

- 1 2  7 

-84  5 

NM 

-4.22 

all  International  (6) 

138.6 

-4 

404.9 

-9 

9.2 

-2 

21.7 

-31 

6  6 

6.4 

10.1 

14 

1.40 

}oy  Chair  (8) 

130.0 

5 

447.8 

2 

2.9 

NM 

17.5 

2 

2.3 

NM 

1 1.6 

15 

1.47 

ett  &  Platt 

279  2 

-2 

825.3 

0 

12.0 

15 

29.3 

-18 

4.3 

3,7 

7,3 

26 

1.30 

o 

804.0 

0 

2335.0 

-4 

30,9 

-27 

72.6 

-58 

3.8 

5  2 

2.1 

83 

0  27 

ag 

729.5 

-7 

2245  0 

-4 

24,2 

5 

58.0 

-33 

3,3 

2,9 

7.3 

19 

0  67 

1  Imports  (10) 

191.7 

28 

569,1 

34 

5,4 

1 1  1 

15.0 

-7 

2,8 

1,7 

8.1 

24 

0.36 

(5) 

184.7 

5 

582.2 

-5 

-1,3 

NM 

15  3 

9 

NM 

NM 

6.0 

18 

0.81 

pool 

1678.0 

1 

5067.0 

1 

48,0 

-20 

130.0 

3 

2,9 

3,6 

5.1 

35 

1.09 

h  Electronics 

343.9 

0 

922  6 

-1 1 

-1.5 

NM 

-52.1 

NM 

NM 

NM 

-25.4 

NM 

-2.76 

RAGES 

P  COMPOSITE 

12458.8 

7 

34960.0 

8 

1061.2 

0 

2986.5 

7 

8.5 

9.1 

24.5 

22 

1.96 

user-Busch 

2943  4 

2 

8330.1 

3 

293.0 

12 

780.6 

1 1 

100 

9,0 

22.6 

16 

3.21 

m-Forman  (8) 

259  3 

1 

806  1 

10 

27.8 

-23 

92  9 

1 

10,7 

14,1 

21.4 

15 

4,92 

-Cola 

3172  1 

14 

8692.6 

13 

456.3 

16 

1259,6 

16 

14,4 

14,1 

39.2 

27 

2,33 

-Cola  Bottling  Consolidated 

123  3 

7 

350.2 

5 

0.6 

38 

1,7 

20 

0,5 

0,4 

0.1 

NM 

-0.03 

-Cola  Enterprises 

1079.5 

1 

3102.9 

0 

-1.9 

NM 

42,6 

-48 

NM 

1,8 

2.8 

36 

0.35 

Co 

4881.3 

9 

13678,1 

1 1 

285.4 

-19 

809.1 

-2 

5.8 

7,8 

217 

21 

1  35 

UNALCARE 

P  COMPOSITE 

13028.3 

7 

37754.8 

8 

724.2 

-25 

2173.4 

-9 

5.6 

7.9 

25.3 

19 

2.89 

rto-Culver  (3) 

247.4 

1 1 

682  9 

10 

8.8 

-22 

22.1 

-22 

3  6 

5-1 

12.7 

23 

1  06 

Products 

865.2 

4 

2463  7 

6 

47.7 

7 

1 18.1 

10 

5,5 

5-4 

87.2 

14 

2.95 

:  Drug  (9) 

142.2 

10 

410.9 

13 

14.4 

9 

42.7 

13 

10,2 

10-3 

13.9 

17 

3.14 

ch  &  Dwight 

123.2 

14 

350,5 

13 

7.8 

8 

19.9 

10 

6,3 

6-7 

21,5 

25 

1,25 

.X  (6) 

417.6 

4 

1327  1 

8 

43.9 

1 1 

36  8 

-69 

10,5 

9.8 

7,3 

37 

1  06 

ate-Palmolive 

1506  4 

3 

4484,6 

6 

-146.6 

NM 

38.0 

-85 

NM 

5.8 

9,4 

59 

0  69 

b 

361.3 

-7 

937,6 

-9 

22.3 

-5 

33.8 

-7 

6.2 

6.0 

13,3 

17 

1,81 

Ite 

1 138.0 

11 

3341.5 

8 

104.1 

13 

313.1 

20 

9.1 

9.0 

42.3 

21 

1,90 

ne  Curtis  Industries  (10) 

273.2 

19 

746  9 

23 

7.0 

100 

1 1.9 

55 

2  6 

15 

9  3 

27 

1,50 

national  Flavors  &  Fragrances  255.5 

3 

791,3 

6 

42.4 

5 

138.3 

8 

16  6 

16  2 

19  1 

20 

4  38 

(8) 

169  0 

0 

508-2 

J 

1 0.7 

-2 

31-4 

3 

6-3 

6-5 

17.4 

1 3 

0, 1  y 

er  &  Gamble  (6) 

7205.0 

8 

20722.0 

9 

536.0 

-3 

1264  0 

2 

7-4 

8,3 

29  0 

1  7 

4  87 

icme 

172  5 

1  1 

500.8 

7 

1  1.8 

14 

28.2 

-13 

6-9 

6,7 

21.9 

15 

2,32 

>rands 

151,8 

Q 

486  8 

] 

1 3  8 

-47 

75  1 

9  1 

17  0 

38  6 

24 

2  25 

CCO 

IP  COMPOSITE 

20263.6 

3 

60880.2 

11 

1534.5 

47 

4264.5 

46 

7.6 

5.3 

23.9 

17 

2.51 

rican  Brands 

3473.2** 

-10 

10267  4 

2 

187  1 

-19 

585.4 

0 

5.4 

6  0 

15  6 

14 

2  89 

ro  (1) 

293.5*** 

18 

816.5 

10 

-0,1 

NM 

0.3 

-94 

NM 

0-1 

NA 

NA 

NA 

3  Morris 

1 1791.0 

6 

36275,0 

13 

1 131,0 

21 

3226.0 

21 

9.6 

8.4 

33  0 

16 

4,43 

'tiabisco  Holdings 

3763.0 

7 

1 1013,0 

8 

123  0 

NM 

207  0 

NM 

3  3 

NM 

13 

NM 

0,07 

ersol  (6) 

695.4** 

8 

1836,5 

25 

20,1 

123 

46.2 

99 

2  9 

14 

17,3 

12 

4  23 

247.5* 

26 

671  8 

19 

73,4 

24 

199  6 

18 

29-7 

30,0 

53,9 

23 

2,25 

miNERS  &  PACKAGING 

STRY  COMPOSITE 

5293.2 

8 

15205.2 

9 

159.6 

-3 

475.5 

-26 

3.0 

3.4 

9.4 

19 

1.82 

S,  METAL  APLASTIC 

IP  COMPOSITE 

1942.1 

25 

5313.1 

36 

70.9 

24 

178.3 

17 

3.7 

3.7 

12.8 

19 

3.21 

644.4 

83 

1730.0 

64 

23.5 

20 

57  2 

17 

3.6 

5.6 

13.6 

17 

2  20 

tar  International 

136.5 

8 

403.9 

7 

2.8 

73 

11-0 

12 

2.0 

1.3 

10.2 

16 

1,98 

^n  Cork  &  Seal 

1050.9** 

7 

2932.9 

32 

40.8 

27 

102.2 

19 

3,9 

3  3 

12,7 

21 

4.28 

cin  Can 

1 10.3 

18 

246,3 

2 

3.8 

2 

7.9 

-8 

3,5 

4.0 

14  1 

8 

3,45 

R 

IP  COMPOSITE 

3351.2 

0 

9892.2 

-2 

88.7 

-18 

297.2 

-39 

2.6 

3.2 

8.4 

20 

1.52 

s 

284.6 

5 

850  8 

3 

13.7 

1 1 

35.1 

-1 

4.8 

4  6 

16,7 

19 

1  96 

ral  Paper  Board 

341.8 

15 

1024,0 

10 

24.2 

1 1 

76,7 

-20 

7  1 

7.4 

10,4 

12 

2.27 

view  Fibre  (2) 

161.3 

-7 

471,8 

-6 

4.5 

-75 

9,3 

-80 

2.8 

10.5 

6,3 

29 

0.45 

lua 

138.4 

-15 

401,5 

-1 1 

2.5 

-69 

3,4 

-80 

1.8 

5,0 

5.6 

21 

117 

tco  Products 

420.8 

1 

1250,7 

1 

25.1 

NM 

70,4 

200 

60 

NM 

18.4 

15 

2.25 

e  Container 

1362.8 

-5 

4026,8 

-7 

-13.4 

NM 

-12.3 

NM 

NM 

1.4 

0.2 

NM 

-0.04 

>le-lnland 

641.5 

6 

1866,7 

5 

32.0 

-43 

1 14.7 

-38 

5.0 

9.3 

10.9 

16 

2.96 
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8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

70332.8 

11 

313773.0 

9 

1396.0 

16 

5145.5 

13 

3.0 

1.9 

13.6 

24 

Ames  Department  Stores  (11) 

689.7 

30 

2275.7 

-21 

-46.5 

NM 

-121.0 

NM 

NM 

NM 

NM 

NM 

-8.4!!~ 

AutoZone  (4) 

313.8 

31 

652.5 

23 

21.2 

70 

36.6 

86 

6.7 

5  2 

23.6 

34 

Baker  (J.)  (11) 

126.9 

13 

331.0 

-1 

2.0 

0 

3.1 

-66 

1.6 

1.8 

5.5 

22 

0,5l- 

Blair 

1 12.3 

2 

364.1 

3 

5.2 

-28 

21.7 

-18 

4.6 

6.5 

22.7 

13 

3.5j^ 

COMPANY 


SALES 


3RD 
QUARTER 
1991 
SMIL 


PROFITS 


CHANGE 
FROM 
1990 


9 

MONTHS 
1991 
SMIL. 


CHANGE 
FROM 
1990 


3RD 
QUARTER 

1991 
SMIL 


CHANGE  9 

FROM  MONTHS 
1990  1991 

%  S  MIL 


MARGINS 

CHANGE       3RD  3RD 
FROM     QUARTER  QUARTER 
1990        1991  1990 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
9-30 


PRICE- 
EARNINGS 
RATIO 
ia25 


i; 

MON"' 
EARNIS 
PEI 
SHA 


Caldor(ll)  435  5  7  1419.0  NA  2.5  NM  6.3  NA  0.6  0.0  0.5  55 

Carter  Hawley  Hale  Stores  ( 1 1 )  495  9**  -20  1678.3  -24  -18.4  NM  -115.6  NM  NM  NM  NM  NM 

Charming  Shoppes  (1  1)  255.2  17          735  2  13  16.4  60  41.3  48  6.4  4.7  15.3  21 

Consolidated  Stores  ( 1 1 )  176  7  11           547  9  8  2.2  171  8.3  NM  1.2  0.5  5.8  53 


0.9 
0.1 


Costco  Wholesale  (4)  1743  6  27  4184  1  27  32.4  48  71.0  68  1.9  16  13.2  36 

Dayton  Hudson  1 1  1 )  3562.0*'  10  11776  0  10  40.0  -32  309  0  -16  11  18  16.6  13 

Dillard  Department  Stores  ( 1 1 )           9112**  13  3083  7  14  35.7  24  166  1  16  3  9  3.6  13.7  22 

Dollar  General  (1 1)                            173  3  13  523  4  9  3.8  47  13.8  35  2.2  1.7  12.4  25 


Edison  Brothers  Stores  ( 1 1 )                315  4  16  1037  2  17           11.4  6          49.7  1  3  6  4.0  17.2  12 

Family  Dollar  Stores  (4)                     257  3  16  764  6  15             8.3  45          32  5  43  3  2  2  6  18.2  19 

Fingerhut                                         308  7  11  929  7  22             8.5  11          26  6  11  2  7  2.7  15.1  15 

Gap  (11)  523  1  29  16381       21  34.2  79  131.6  77  6.5  4.7  34.3  35 


Genesco(ll)  118  1  1  354.9  -3  -0.2  NM  -0.4  NM  NM  0.8  -0.7  NM 

Grossman's  230  7  1  627  1  0  5.7  -16  7.9  41  2.5  3.0  -1.4  NM 

Hechinger  (1  1)  458  1  18  11584  11  13.9  2|t  20.2  -27  3.0  2.8  5.0  17 

Hills  Department  Stores  ( 1  1 )  366  8  -20  1364.1  -16  -4.0  NM  -264.9  NM  NM  NM  NM  NM 


0.6 
-14.1 


Home  Depot  ( 1  1 )  1352  8  37  3547.2  37  71.8  52  164.6  43  5  3  4.8  13  0  52 

Home  Shopping  Network  (4)             256.4  5  786.8  4  -1.0  NM  -21.6  NM  NM  0.6  -5.9  NM 

Jamesway(ll)                                 207  4  -4  656.8  -5  -0  6  NM  -20.1  NM  NM  NM  -21.5  NM 

Kmart  (11)  8495.0**  8  26105  0  5  163  0  10  672.0  195  1  9  1.9  14.1  11 


Lands' End  (1 1)                                  121.4  4  477.2  11  1.1  NM          17  6  10  0  9  NM  16.1  23 

Limited  (11)                                     1375.2**  19  4403  4  15  79.2  0  302.3  3  5.8  6  8  23.5  21 

Lowe's  (11)                                       863  0  6  2142.4  0  25.3  -16          41.8  -33  2.9  3  7  7.9  17 

May  Deportment  Stores  (11)  2379  0**  8  7976  0  4  82.0  5  410.0  -7  3.4  3  5  19.0  13 


Melville                                          2300  0  14  6615  4  18           55.6  -14  113.0  -25  2.4  3  2  22  3  14 

Mercantile  Stores  ( 1 1 )                        5419**  5  1850  4  4           18.1  7  87.2  -11  3.3  3.3  10.2  12 

Merry-Go-Round  Enterprises  ( 1 1 )        156  9  26  534  9  24             6.9  27  29.6  28  4.4  4  4  21.6  16 

Meyer  (Fred)  (11)  615  9  9  2051.5        6  11.5  34  35.1  NM  1.9  1.5  12.6  13 


0.8 
1.5 


Neimon  Marcus  Group  (5)                 387  0**  2  1318.7  2           -8.1  NM          -1.0  NM  NM  NM  NM  NM 

Nordstrom  ( 1 1 )                                 904  1  13  2416  9  9           49.9  39  1218  51  5.5  4.5  16.0  19 

Pomido  Holdings  (1  I )                        174.2  2  510.6  5           -1.3  NM          -2.3  NM  NM  1.4  -37.1  NM 

Penney  (J.C.)  (11)  3727.0  -3  12970.0       -1  31.0  -63  317.0  -48  0.8  2.2  11.4  14 


Pep  Boys-Manny,  Moe  &  Jack  (1 1)  2618  12  709.4  7  11.3  -14  25.2  -19  4.3  5  6  9  3  27  0.6 

Petrie  Stores  ( 1  1 )  343  0  10  1037  8  4  4.0  126  12.3  -58  1  2  0.6  1.1  NM  0.1 

Pic 'N' Save  (1  1)  116  4  3  418  4  2  4  5  NM  27  5  146  3  9  NM  15.0  22  0.9 

Price  (4)  1606.4**  31  4542  5  28  34.0  7  87.0  7  2  1  2.6  17.6  21  2.6 


QVC  Network  (11) 
Rose's  Stores  (11) 
Ross  Stores  (II) 
SearS/  Roebuck 


199  2 
3309 
231.2 
14300  0' 


25 

-5 
21 
2 


641.4 
1 108.3 
681  5 
41273  8 


6 

-7 
15 
2 


3.5 
-3.7 
8.7 
150.3 


NM 
NM 
74 

-16 


13.9 
-31.9 

20.6 
592  3 


NM 
NM 

-5 
15 


1.7 
NM 

3  8 

1.1 


NM 
0.1 
2.6 
1.3 


-0.8 
-21.4 
15.3 
7.4 


NM 
NM 
16 
13 


0.8 
2.8 


Service  Merchandise                         656  4  0  2011.9  -1  -4.7  NM  -12.6  NM  NM  NM  369.8  10  1.0 

Spiegel                                               399  2  -6  1263.2  4  1.6  -85  40  -85  0.4  2.4  8.9  19  0.7 

Strowbridge  &  Clothier  ( 1 1 )               2113**  -2  743  1  -4  -3.4  NM  10.6  -61  NM  NM  5.2  17  1.3' 

Tiffany  (11)     119  4  11  358  5  9  7  4  4  27.0  -5  6.2  6.6  19.8  19  2.3' 


TJX  (1  1) 
Toys  'R'  Us  (1  1) 
U.S.  Shoe  (11) 
Venture  Stores  (11) 


649  5 
1056  2 
677.4 
339  0* 


13 
10 
1 


1966.8 
4630.4 
2058.4 
1 133.3 


15 
9 

-2 
5 


13.8 
23.4 
6.3 
3.9 


-4 
-12 
241 

93 


43  9 
283  4 

-37.5 
34.0 


2 

-6 

NM 
15 


2  1 
2  2 

0.9 
1.2 


2  5 

2.7 
0.3 
0.7 


25.9 
14  8 
-5.6 
40.4 


14 

27 
NM 

8 


1.0. 

i.o: 

-0.6i 

2.2: 


Waban  (11) 
Wal-Mart  Stores  (11) 
Woolworth  (11) 


736  4 
10339  9 
2228  0* 


18 

37 
2 


1987.7 
299794 
7419.0 


15 
34 
5 


9.5 
345  9 
21.0 


3,9 
27 

-58 


17  3 
1 134  7 

183.0 


12 
19 

-30 


13 

3  3 
0.9 


1.1 
3.6 
2.3 


8  1 

23  2 
1 1.8 


21 
37 
14 


0.8. 
1.2 

2.0: 


9  ELECTRICAL  &  ELECTRONICS 


INDUSTRY  COMPOSITE 


23919.9 


71316.0 


-856.6 


NM 


1102.9  -66 


NM 


4.4 


3.4 


53 


0.6: 


(a)  ELECTRICAl  PRODUCTS 


GROUP  COMPOSITE 

6366.4 

4 

18011.7 

3 

-1330.8 

NM 

-864.4 

NM 

NM 

6.8 

-13.0 

NM 

-3.01 

Cooper  Industries 

1508  1  ** 

-3 

4607  2 

1 

98  8 

7 

272.6 

8 

6.6 

6.0 

109 

19 

2.9- 

Hubbell 

192.0 

3 

571  2 

5 

21.7 

4 

67  8 

5 

113 

111 

18  1 

18 

2.9! 

MagneTek  (6) 

293.8 

1  1 

887  3 

7 

6.7 

4 

27.7 

-3 

2  3 

2.4 

22  0 

9 

1.4; 

National  Service  Industries  (4) 

406.7 

-6 

1 197.5 

-4 

15.9 

-42 

7.7 

-90 

3  9 

6.4 

4,9 

34 

0.6: 

Raychem  (6) 

304.2 

4 

944.1 

7 

7.4 

124 

-20.4 

NM 

2.4 

1.1 

-2.8 

NM 

-0.5 

Thomas  &  Betts 

135.6 

-9 

427.3 

-6 

10.7 

110 

373 

5 

7.9 

3.4 

14.1 

18 

2.9. 

Westinghouse  Electric 

3426.0 

8 

9377.0 

2 

-1482.0 

NM 

-12570 

NM 

NM 

8.0 

-37.8 

NM 

-5.6, 

(b)  ELECTRONICS 

CROUP  COMPOSITE 

8573.3 

4 

36045.9 

7 

366.3 

-37 

1063.4 

-9 

3.1 

4.4 

11.4 

14 

4.0: 

E-Systems 

496  7 

13 

1446  1 

8 

28.2 

17 

79.8 

16 

5.7 

5  5 

15.1 

1  1 

3.2( 

Harris  (6) 

685  9 

-5 

2241.3 

-3 

12.8 

-27 

70.5 

-23 

1.9 

2.4 

1.4 

67 

0.3? 

Litton  Industries  (5) 

1370.9 

-3 

3990.0 

1 

-58.4 

NM 

23.9 

-82 

NM 

3.2 

4.7 

31 

2.8! 
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CORPORATE  SCOREBC 


£QRi>ojiffli^CBieffi3fiiie 


IMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE. 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS' 

earnings' 

1 99 1 

1990 

1 99 1 

1 990 

i  99 1 

1990 

ckj  niKif" 

tiNUIfNO 

SMIL 

SMIL 

SMIL 

SMIL 

% 

% 

% 

9-30 

10-25 

SHARE 

al  (9) 

700.0 

96 

2 1 59.2 

93 

29. 1 

39 

82.2 

29 

A.Z 

^  o 

11-6 

o 

J./  / 

forola 

2745.0 

2 

0  JUz.U 

4 

93.0 

-9 

1 0  D  A 

—  1  A 

1  o 

T  A 

J. 4 

J ,  o 

7-0 

1  9 

J ,  ju 

rtheon 

2235.0 

0 

6845.5 

1 

1 48.4 

8 

/I Ol  o 

c 
0 

o,o 

O.Z 

1  O-O 

ft  7fl 
o,  /  0 

ion  MaaOCIUIO  \OJ 

338.7 

2 

1061 .8 

3 

13.1 

-10 

45. 1 

925 

3  9 

4,4 

1  3-7 

12 

2.95 

TRUMENTS 

»UP  COMPOSITE 

4144.6 

0 

12411.2 

-1 

172.8 

7 

440.0 

20 

4.2 

3.9 

12.5 

16 

1.87 

etck 

170  5 

3 

531.7 

8 

9.5 

7 

27.6 

-5 

5  6 

5  4 

18,2 

15 

0  82 

kman  Instruments 

208  1 

4 

624  2 

6 

10,3 

7 

27.7 

6 

5  0 

4  8 

1 1,7 

14 

1.30 

neywell 

1493  0 

-4 

4482  2 

-3 

79.1 

-9 

228.5 

-13 

5,3 

5,6 

20,2 

12 

4.73 

i  Industries 

244.5 

2 

759.5 

2 

2.2 

5 

8.5 

-42 

0,9 

0,9 

4,5 

1 5 

0.89 

nson  Controls  (3) 

1 199.4 

2 

3410  7 

-1 

31.3 

8 

70  6 

10 

2.6 

2,5 

10,1 

16 

2.19 

ipore 

1 74.8 

1 

547.2 

7 

11.1 

8 

41-9 

1 2 

6-4 

6,0 

7.2 

29 

1,17 

I,:       el  IC\ 

kin-clmer  (o) 

235.4 

4 

669.5 

2 

1 2.6 

"6 

- 1 2-5 

NM 

5-4 

5,9 

- 1 .0 

NM 

-0,08 

tronix  (7) 

288.6 

^5 

1  nn7  7 
1 UU/ ./ 

/ 

O  A 

y.o 

o 
z 

36.9 

NM 

J.J 

J,  1 

1  1  .J 

1  J 

1  A7 

odyne  

130.3 

1 1 

378.4 

1 2 

7  0 

NM 

10.9 

NM 

5.4 

NM 

3.2 

51 

0,29 

UCONDUCTORS 

SUP  COMPOSITE 

4936.7 

5 

14847.3 

9 

25.2 

-70 

463.9 

-25 

0.5 

1.8 

4.6 

44 

0.63 

/anced  Micro  Devices 

289,4 

14 

860.5 

8 

17.1 

NM 

38.5 

NM 

5  9 

NM 

-2  2 

NM 

-0.20 

P 

736.3 

-2 

2304  4 

2 

61.6 

-15 

196.3 

-1  1 

8  4 

9,7 

14  7 

20 

2.48 

alog  Devices  (2) 
;l 

130.3 

8 

405  5 

17 

0.6 

-89 

10.9 

1 

0.5 

4.3 

-3.6 

NM 

-0.28 

1 187.7 

17 

3573.2 

24 

201.7 

17 

629.9 

30 

17  0 

17.0 

18.3 

1  1 

3.81 

Logic 

172.4 

0 

533.6 

13 

0.8 

-81 

7.4 

-36 

0.5 

2.4 

-13.1 

NM 

-0.91 

ron  Technology  (4) 

123.8 

18 

345.1 

29 

9.6 

214 

14.3 

195 

7.7 

2.9 

1  0 

NM 

0.13 

lex  (6) 

187.0 

10 

550.5 

16 

14.9 

-13 

46,9 

-7 

8.0 

10.0 

1 1.3 

24 

1  26 

tional  Semiconductor  (7) 

41 1.0 

-7 

1242.7 

-5 

-168  0 

NM 

-156.3 

NM 

NM 

NM 

-33.4 

NM 

-1.57 

OS  Instruments 

1699.0 

1 

5032.0 

5 

-1 13.0 

NM 

-324,0 

NM 

NM 

NM 

-25.8 

NM 

-5.02 

OD 

USTRY  COMPOSITE 

73918.6 

3 

222165.1 

5 

2147.0 

59 

5781.2 

48 

2.9 

1.9 

22.8 

18 

2.04 

>D  DISTRIBUTION 

}UP  COMPOSITE 

10702.5 

5 

33447.4 

6 

123.4 

10 

389.2 

11 

1.2 

1.1 

14.6 

15 

1.97 

ming 

2961  3 

7 

9826  4 

9 

26.6 

23 

84.7 

20 

0  9 

0  8 

111 

10 

3  32 

hfood  Holdings  (8) 

235  9 

-1 

779.5 

0 

2  5 

46 

8  2 

68 

1,1 

0.7 

1  8  2 

14 

0  96 

<cff-Sexton  (8) 

367  6 

1 

1087  6 

2 

3  2 

-7 

9  0 

45 

0,9 

1 .0 

7  2 

16 

117 

>er  Food  Services  (4) 

581 .0** 

6 

1401.5 

3 

4.4 

-32 

8.8 

-35 

0,8 

1 .2 

9,6 

12 

113 

>er  Rite  ( 1 0) 

251 . 1 

8 

756.1 

8 

2.0 

45 

0.8 

~7 1 

0,8 

0.6 

55,0 

NM 

0. 1 0 

>er  Volu  Stores  ( 1 0) 

2718.8 

2 

9063.7 

4 

30.8 

8 

122.9 

8 

1,1 

1.1 

15,6 

12 

2  15 

CO  (6) 

2177.4 

7 

6287.9 

7 

42.0 

12 

1  17.8 

13 

1,9 

1.9 

17,2 

23 

1,71 

tterau  (9) 

1409.4** 

1 

4244.7 

3 

1 1.9 

1 

37.1 

7 

0,8 

0.8 

219 

12 

2  30 

>D  PROCESSING 

)UP  COMPOSITE 

30945.9 

4 

92196.9 

7 

1606.8 

68 

4411.1 

30 

5.2 

3.2 

23.2 

18 

2.56 

erican  Maize-Products 

144.5 

3 

403.1 

5 

4.9 

-26 

9  4 

-35 

3-4 

4.7 

7.2 

10 

1  73 

•den 

1865  6 

-4 

5389.5 

-6 

98  9 

-8 

251.8 

-4 

5,3 

5  6 

18.9 

13 

2,40 

npbell  Soup  (5) 

1348.2 

-6 

4609.8 

-2 

84.7 

NM 

296.4 

NM 

6  3 

NM 

23.1 

24 

3,16 

lAgra  (7) 

5325  2 

14 

15014.2 

22 

68.7 

9 

233,7 

29 

1,3 

1.4 

16.4 

20 

2.08 

Z  International 

1486.6 

2 

4643  1 

9 

107.0 

9 

294.1 

8 

7,2 

6.8 

28.9 

16 

5.1  1 

-tice-Burns  Food  |6) 

216.0 

-3 

664.0 

-3 

1.1 

-39 

-0.3 

NM 

0,5 

0.8 

2.8 

36 

0.33 

an  Foods  (7) 

531.3 

3 

1616  5 

2 

16.9 

7 

56.8 

13 

3,2 

3  1 

17.7 

16 

1.81 

e  Food 

898.3 

2 

2516.2 

8 

25.8 

-41 

104.7 

4 

2,9 

5,0 

12.4 

17 

2  09 

vipers  Industries  (6) 

192.3 

2 

633  2 

0 

3.7 

-16 

18.6 

-31 

1,9 

2,3 

113 

20 

0.69 

neral  Mills  (7) 

1916.5 

10 

5493  4 

9 

142.1 

15 

364.3 

22 

7,4 

7,1 

39  7 

20 

2  93 

rber  Products  {9) 

315.3 

7 

910.3 

1 

35.6 

12 

91.8 

6 

1  1,3 

10  8 

28  4 

20 

3.18 

nz  (H.J.)  (8) 

1500.3 

-4 

4943.5 

6 

254.4 

78 

539.4 

36 

17.0 

9.2 

29.9 

15 

2.54 

rshey  Foods 

765.5 

4 

2035  2 

4 

64.1 

13 

144.6 

-15 

8  4 

7.7 

14.9 

19 

2.1 1 

'mel  {Geo.  A.)  (2) 

677.4 

3 

2075  6 

9 

12.8 

2 

49  8 

22 

1.9 

1.9 

15  9 

18 

1.13 

2659.1 

1 

7861.6 

3 

9.3 

-43 

-10.6 

NM 

0.3 

0.6 

0  3 

NM 

0.03 

serial  Holly  (9) 

191.8 

-1 

524.7 

-1 

3.8 

10 

13.3 

21 

2,0 

1.8 

15  2 

7 

2.10 

emotional  Multifoods  (10) 

541.3 

3 

1636.5 

2 

9  0 

18 

23.7 

40 

1,7 

1.5 

11,5 

15 

1  93 

erstate  Bakeries  (7) 

263.2 

2 

852.9 

0 

2.0 

NM 

-6,7 

NM 

0.8 

NM 

-2,2 

NM 

-1  29 

logg 

1506.3 

1 1 

4341,3 

14 

172.4 

6 

487.8 

24 

1 1.4 

12.0 

30,2 

21 

4.94 

Cormick  ( 1  j 

341.8 

6 

998.0 

8 

20  8 

16 

50.9 

16 

6.1 

5.6 

20,3 

22 

1.85 

:hael  Foods 

1 1 1.3 

-1 

336,1 

-3 

5.2 

17 

16.1 

16 

4.7 

4.0 

12,3 

12 

1.17 

(6) 

434.2 

4 

1337.8 

-2 

19.3 

79 

58.0 

NM 

4.4 

2.6 

8  4 

49 

0  37 

neer  Hi-Bred  International  (4) 

209.4 

77 

1076.8 

17 

-8.6 

NM 

141  7 

36 

NM 

NM 

14,7 

18 

3.44 

aker  Oats  (6) 

1355.8 

2 

4226  7 

6 

42.4 

28 

211,9 

9 

3.1 

2.5 

26  7 

20 

3.17 

ston  Purina  (3) 

1832.1 

2 

5419.0 

4 

87.5 

7 

256.6 

-4 

4.8 

4.6 

49  4 

15 

3.34 

ra  Lee  (6) 

3106.9 

1 

9057.0 

3 

263.4 

148 

525.3 

58 

8.5 

3.5 

29,2 

15 

2.82 

aboard 

195.9 

55 

577  7 

51 

3.6 

-56 

12  8 

-47 

1.8 

6  4 

8,1 

1  1 

12.44 

ithfield  Foods  (8) 

241.3 

2 

81 1.3 

15 

3.2 

55 

24  6 

158 

1.3 

0.9 

29  6 

10 

2.05 

ucker  (J.M.)  (8) 

1 19.7 

8 

338  8 

8 

8.9 

6 

23.6 

6 

7.5 

7.6 

16,4 

30 

1.10 

>rn  Apple  Valley  (7) 

237.6 

-2 

608.9 

9 

5.8 

50 

15.3 

NM 

2.5 

1,6 

49,1 

8 

4  97 

R  Foods  (6) 

123.7 

-7 

369  1 

-3 

2.5 

-51 

6.1 

-55 

2.0 

3,8 

7,0 

20 

0.77 

igley  (Wm.)  Jr. 

291.4 

5 

875.3 

2 

35.5 

15 

105.6 

9 

12.2 

1 1,2 

28.6 

20 

3.20 
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Chrysler  aimouncdi! 
that  lowers  md 


Leasing  offers  you  low  monthly  payments  because  you  only  pay 
for  the  car  as  long  as  you  lease  it. 

But  at  the  end  of  the  lease  you  don't  own  anything. 
^^■■^■^■■■■1        Chrysler's  Gold  Key  Plus  works  like  a  lease  with  low  monthl) 
payments  on  cars,  trucks  or  sport  utilities.  But  unlike  a  lease,  you  own  the  vehicle. 

Gold  Key  Plus  lets  you  pay  for  only  the  amount  of  time  you  want  the  car  or  truck.  Two, 
three  or  four  years.  And  because  you  only  pay  for  the  time  you  drive  the  vehicle,  you  pay  lesi 
But  because  you  own  the  vehicle,  Gold  Key  Plus  gives  you  a  choice  at  the  end  of  your  pay- 
ments. Return  the  vehicle  to  the  dealer  and  walk  away.  Pay  it  off  or  finance  the  remaining 
guaranteed  fixed  value  at  no  increase  to  your  montlily  payments.  Keep  it. .  .or  sell  it  to  anyor 
you  want  and  pocket  any  profit. 

It's  all  up  to  you  because 
you're  the  owner.  There's  no 
confusion.  You  know  all  the 


Comentional  Finance 
60  Months 

Gold  Key  Plus 
35  Months 

$409  PER  MOt 

$299  PER  MO* 

costs  going  in.  You're  in  control.  And  that's  the  big  PLUS  in  Gold  Key  Plus.  See  your  Dodgj 
Jeep  &  Eagle  and  Chrysler- Plymouth  dealers  to  see  how  much  you  can  save. 


■  for  qualified  buyers  through  Chrysler  Credit  on  new  1992  models.  Based  on  MSRP  includ- 
ing destination  fee,  minus  dealer  participation  of  5%  program  discount  and  "Gold  Key  Ru^ 
Cash  Allowance  with  9.9%  A.PR  Title,  insurance  and  taxes  extra.  35  equal  monthly  pay- 
ments. To  keep  vehicle  after  terni,  pay  fixed  value.  Pay  tor  excess  wear  &  tear,  10c/mile  over 


with  $2,200  down.  Title  &  taxes  extra. 


\fehjcle 
Price 

■•Plusf'  Cash 
Mmarce 

Down 
Payment 

Fixed 

Amcxr 
Finana 

DmASTY  w/2eG  Pkg 

$16,715 

$1,950 

$1,700 

$6,352 

$12,22 

Le  awDN  Unnu  W/28L  Pkg 

$17,641 

$1,850 

$1,800 

$6,704 

$13,11 

Chdooee  W/26K  Pkg 

$21,999 

$1,950 

$2,200 

$10,340 

$16,74 

e  purchase  plan 
ly  payments. 


$249 


Dodge  Dynasty/3.3  L  V-6  Engine/Automatic  Transmission/ Am- 
mo* Conditioning/Power  Door  Lof;Ks/AM/FM  Cassette  Stereo 


$269, 


Chrysler  LeBaron  Landau/3.0  L  V-6  Engine/ Automatic  Transmission/ 
mo*  Air-Cont»itioning/Powr  Windows  and  Locks/ AM/ EM  Cassette  Stereo 


$299 


Jeep  Cherokee  Laredo  4x4/4.0  L  6-Cyllnt)er  Engine/Automatic 
'mo:  Transmission/ Air-Conditioning/Power  Wint)Ows  and  Locks 


DVANTAGE : CHRYSLERSa^ 


COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE 

MOI 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

earJ 

1 991 

1990 

1991 

1990 

ENDING 

RATIO 

1 991 

1990 

1 990 

S  Mil 

% 

S  MIL, 

$  MIL 

% 

$  MIL 

% 

% 

% 

9  30 

10-25 

(c|  FOOD  RETAILING 

■ 

GROUP  COMPOSITE 

32270.2 

1 

96520.7 

2 

416.8 

47 

980.9 

510 

1.3 

0.9 

26.5 

21 

1 

■ 

Albertson's  (11) 

21918 

6 

6465,3 

7 

58  7 

1 1 

1912 

16 

2.7 

2.6 

2 1  9 

20 

] 

American  Stores  (11) 

5255,4 

-6 

16375  2 

-5 

1  16.4 

210 

238,4 

101 

2.2 

0.7 

1  8  1 

10 

3 

Bruno's  (6] 

616,0 

5 

1934  0 

7 

12.8 

-17 

45,6 

-2 

2.1 

2.6 

16  4 

17 

0 

Cosey's  General  Stores  (8) 

166.2* 

16 

450.1 

17 

3.6 

47 

7.1 

42 

2. 1 

1 .7 

1 1.5 

18 

0 

Circle  K  |8| 

760.0" 

-14 

2397  3 

-10 

0.5 

NM 

-269.3 

NM 

NM 

NM 

NM 

NM 

Dairy  Mart  Convenience  Stores  (11)    1 54  8* 

1 

433.5 

3 

2  4 

27 

2.2 

-9 

1 .5 

1 .2 

1  0  1 

]  ] 

0 

Delchamps  (6) 

233  8 

-7 

698  9 

-4 

0.4 

-81 

10.1 

-8 

0.2 

0.9 

12  3 

12 

1 

Food  Lion 

1502.3 

14 

4415.8 

16 

50.9 

25 

144.4 

22 

3.4 

3.1 

25.5 

30 

0 

Foodarama  Supermarkets  (2) 

184  3 

1 0 

519  6 

4 

0.4 

-38 

0  5 

-72 

0.2 

0.4 

-0.8 

NM 

-Q 

Giant  Food  (10) 

780  4 

2 

2623.0 

1 

19.1 

-26 

88.0 

-5 

2.4 

3.4 

1 8  8 

1 2 

] 

Great  Atlantic  &  Pacific  Tea  (10) 

2652  7 

2 

9016.4 

5 

14.5 

-60 

82  3 

-32 

0.5 

1  4 

9.1 

10 

3 

Hannaford  Brothers 

523  9** 

19 

1502  1 

20 

12.6 

9 

32.6 

-3 

2.4 

2.6 

14.9 

21 

2 

Kroger 

6228  4 

4 

16221  9 

6 

16.6 

NM 

59.6 

285 

0  3 

0.0 

NM 

1  2 

1 

National  Convenience  Stores  (6| 

226  8 

-22 

725  4 

-1 1 

-3.1 

NM 

-15.0 

NM 

NM 

0.4 

-26.0 

NM 

-0 

Penn  Traffic  (11) 

709  4** 

-2 

2085  7 

-6 

-2  0 

NM 

-6.6 

NM 

NM 

NM 

NM 

NM 

-2 

Ruddick  (3) 

374.4 

5 

1 1  14.7 

4 

7.3 

23 

21.1 

15 

1 .9 

1.7 

13.8 

13 

1 

Safeway 

3537.2 

2 

10457.4 

2 

53.0 

155 

1 15  3 

94 

1.5 

0  6 

64.2 

13 

1 

Seaway  Food  Town  (4) 

149  6 

10 

435.0 

1  1 

-9 

1  2 

-52 

3.6 

24 

Q 

Smith's  Food  &  Drug  Centers 

544.0 

7 

1624  0 

8 

12,2 

42 

33.5 

32 

2.2 

1.7 

14.9 

22 

1 

t 

Stop  &  Shop  (11) 

1 124.2 

2 

3970.8 

5 

2  5 

NM 

26.1 

NM 

0.2 

NM 

20.0 

NA 

0 

Supermarkets  General  Holding  (11)  1514  6 

-4 

4517.5 

-6 

-7  2 

NM 

-113 

NM 

NM 

NM 

NM 

NA 

Village  Super  Market  (5) 

189,7 

3 

532  7 

1 

0  8 

-21 

1.7 

-51 

0.4 

0  6 

3.8 

15 

0 

Weis  Markets 

316,6 

2 

961  1 

2 

17,8 

-17 

58  1 

-6 

5  6 

6  9 

13  2 

15 

1 

Winn-Dixie  Stores  (6) 

2333  9 

2 

7043.7 

2 

26.7 

9 

124  1 

13 

11 

1.1 

20.1 

17 

2 

11  FUEL 

INDUSTRY  COMPOSITE 

96267.5 

-12 

307321.5 

2 

2982.0 

-38 

12539.5 

-7 

3.1 

4.4 

12.2 

17 

2. 

(a)  COAL 

( 

GROUP  COMPOSITE 

1107.4 

5 

3188.7 

4 

30.8 

-15 

74.0 

-18 

2.8 

3.4 

8.3 

18 

1. 

/ 

Ashland  Coal 

112  1 

14 

332  2 

10 

9.4 

44 

27.1 

28 

8.4 

6.6 

190 

16 

1 

Nacco  Industries 

351,0 

8 

979.5 

0 

3  9 

-56 

10.4 

-67 

1.1 

2.8 

2.9 

48 

1 

Pittston 

495  4" 

2 

1449.6 

6 

219 

29 

42.6 

63 

4  4 

3.5 

12.2 

10 

1 

Westmoreland  Coal 

149  0 

2 

427.4 

3 

-4.4 

NM 

-6.0 

NM 

NM 

2.6 

-3.3 

NM 

-0 

(b)OILa  GAS 

GROUP  COMPOSITE 

92361.1 

-12 

295669.1 

1 

2705.3 

-40 

11856.6 

-7 

2.9 

4.3 

12.1 

17 

2. 

Amerada  Hess 

1326  3** 

-24 

4794.5 

3 

-7.5 

NM 

135.9 

-45 

NM 

16.0 

1 1.9 

12 

4 

Amoco 

61860 

-22 

21091.0 

-6 

290.0 

-45 

1020.0 

-26 

4.7 

6.7 

10.9 

17 

3 

Apache 

1 1  1,9" 

72 

240.5 

25 

1.1 

-89 

19.8 

-31 

1.0 

14.6 

7.9 

27 

0 

Ashland  Oil  (3) 

25960 

1 

7018.5 

1 

62  5 

6 

155.8 

-3 

2.4 

2.3 

10.5 

10 

2 

Atlantic  Richfield 

4377.0* 

-9 

13330.0 

2 

-156.0 

NM 

441.0 

-61 

NM 

9.6 

14.2 

19 

6 

Burlington  Resources 

409.4 

1 

1278.1 

-3 

49.9 

37 

148.9 

-3 

12.2 

9.0 

6.9 

28 

1 

Chevron 

10000  0*** 

-6 

306000 

6 

313  0 

-22 

1254.0 

-18 

3.1 

3.8 

12.4 

14 

5 

Coastal 

2205  7 

0 

6953  4 

4 

3  4 

-90 

83.9 

-36 

0.2 

1.5 

8.7 

18 

1 

Diamond  Shamrock 

667  9 

-8 

1938  7 

3 

17.4 

-67 

39.4 

-43 

2  6 

7.3 

110 

1 1 

1 

Exxon 

24426,0** 

-16 

85471  9 

4 

1 1  15.0 

4 

4480  0 

30 

4.6 

3.7 

18.7 

13 

4 

Fina 

837  8 

-21 

2477  3 

-1 1 

7.7 

-71 

20.2 

-81 

0.9 

2.5 

3.5 

28 

2 

Holly  (5) 

116  3 

1 

352  1 

6 

2  6 

-79 

8.9 

-53 

2.3 

1 1.0 

41.7 

20 

1 

Kerr-McGee 

832.2 

-13 

2402,0 

-6 

26  8 

-38 

66.8 

-33 

3  2 

4.5 

5.4 

27 

1. 

Louisiana  Land  &  Exploration 

201.3** 

-1 

604.7 

-5 

2  2 

-73 

15.0 

-46 

1.1 

4.0 

9.3 

27 

1. 

Mapco 

698.5* 

0 

2050.1 

5 

35.9 

45 

94.8 

-8 

5.1 

3.5 

34.1 

13 

4 

Maxus  Energy 

188.2 

9 

585  5 

24 

-8.2 

NM 

-7.8 

NM 

NM 

2.4 

NM 

NM 

-0 

Mitchell  Energy  &  Development  (11)   1 97  9 

22 

642.3 

22 

7  9 

55 

34.7 

51 

4.0 

3.1 

8.5 

17 

1 

Mobil 

13504  0** 

-9 

41633  0 

1 

365,0 

-4 

1520.0 

19 

2.7 

2.6 

13  2 

13 

5 

Murphy  Oil 

469.6** 

-19 

1417,7 

-4 

43,6 

16 

-37.1 

NM 

9  3 

6  5 

-1.7 

NM 

-0 

Occidental  Petroleum 

23300 

-14 

7487,0 

-7 

148  0 

50 

376.0 

41 

6.4 

3  6 

-37.9 

NM 

-5 

Oryx  Energy 
Pennzoil 

Phillips  Petroleum 
Quaker  State 


325  0 
688  5* 
29700 
212  7 


-34 

-3 
-10 
-6 


1 103.0 
2022.2 
9405  0 
612  8 


-15 
0 
1 

-7 


-8.0 
-82.9 
56.0 
5.8 


NM 
NM 
-69 
39 


59.0 
-44.7 
275.0 

12.0 


-31 

NM 

-10 
-20 


NM 
NM 

1.9 
2.7 


9.8 
3.8 
5.4 
1.9 


29.4 
-1.2 
18.4 
5.5 


16 
NM 
13 
24 


Texaco  9356.0**  -15  28567  0  -1  286.0  -25  970  0  -9  31  3.5  14.9  13 

Tosco                                                  493.5  -11  1495.0  -2  2.1  -97  41.9  -62  0.4  12.3  15.1  13 

Union  Texas  Petroleum  Holdings       275  0**  -15  879  0  -2  511  4o8  252.1  350  18  6  2  8  51.4  7 

Unocal  2422  0**  -15  7333  0  -6  9.0  -93  89.0  -75  0  4  4.2  5  0  49 


41 

l[ 
2L 


Unocal  Exploration 
USX-Marathon  Group 
Valero  Energy 


192.0* 
3488  0 
256.4 


-21 
-5 
-14 


663.5 
10404.0 
816.4 


12  9 
23  0 
30.0 


0 

-72 
-6 


98  3 

158.0 
75.9 


-1  1 
-46 
24 


6.7 
0.7 
1 1.7 


5  3 
2  2 
10.7 


19.4 
10  5 
14.8 


18 
21 
1 1 


(c)  PETROLEUM  SERVICES 


GROUP  COMPOSITE 

2798.9 

5 

8463.7 

15 

245.9 

24 

608.9 

13 

8.8 

7.4 

15.7 

23 

1.1 

Boroid 

172  2 

1 1 

512  9 

21 

5.7 

3 

16  1 

35 

3.3 

3.5 

9.1 

20 

o| 

Dresser  industries  (2) 

1 156  6 

-2 

3417.0 

10 

43.9 

-2 

82  8 

-21 

3.8 

3  8 

9.0 

17 

1.8 

Schlumberger 

1470.1 

1  1 

4533.8 

18 

196  3 

33 

509.9 

21 

13.4 

11.1 

19.6 

25 

2J 
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Footnotes  on  page  131 


CORPORATE  SCOREW*^ 


"He^  not  married  or  anything. 
ind  he  dri|lks^e^nnie^^^lker  Red" 


COMPANY 


SALES 


3RD 
QUARTER 
1991 
SMIL, 


PROFITS 


MARGINS 


CHANGE  9 
FROM  MONTHS 
1990  1991 
SMIL, 


RETURN  ON 
COMMON 
EQUITY 


12| 

CHANGE  3RD  CHANGE  9  CHANGE      3RD         3RD  EQUITY         PRICE-  MONT 

FROM  QUARTER  FROM  MONTHS  FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNIll 
1990  1991  1990  1991  1990        1991         1990         ENDING         RATIO  PER 

SMIL,  %  SMIL,  %  %  %  9-30  10-25  SHARi 


12  HEALTH  CARE 


INDUSTRY  COMPOSITE 

39670.0 

12 

117210.8 

12 

4112.9 

20 

12323.8 

29 

10.4 

9.6 

27.3 

21 

2.6< 

f 

(a)  DRUG  DISTRIBUTION 

\ 

GROUP  COMPOSITE 

9535.9 

15 

28107.7 

12 

121.9 

11 

482.4 

8 

1.3 

1.3 

15.2 

17 

i.5:| 

R^m  An  Rpi  in<vy  m  f  A  \ 

1 252  3** 

1 1 

3656.0 

9 

1 2.9 

-1 1 

47  1 

1  0 

1  3 

1 3  7 

1 4 

1.5i| 

Bindley  Wesiem  Industries 

588,5 

13 

1679.9 

17 

2.8 

26 

8.5 

21 

0.5 

0.4 

16.6 

1 1 

1.5i' 

Cardinal  DisVribution  (9) 

365,7 

28 

1052.2 

37 

5.3 

42 

16.0 

42 

1.4 

1.3 

10.3 

25 

1.1 

J 

Drug  Em'-oriom  |101 

184.9 

26 

546.1 

28 

-2.7 

NM 

-0.6 

NM 

NM 

1.5 

1.4 

NM 

0.0 

Durr-Ft'i  -uer  Medical 

240.0 

22 

695  3 

1 5 

4.5 

2 

1 4.0 

16 

1.9 

2.2 

14.1 

15 

1.4 

Eckerd  (Jock)  (11) 

840.6 

7 

2700.2 

3 

-13.4 

NM 

5.0 

NM 

NM 

NM 

NM 

NA 

N 

*1 

Fay's  ;  M ) 

207  4 

28 

575.2 

21 

1.2 

-62 

8.1 

-1 

0.6 

2.0 

13.5 

16 

0.7 

Lorgf.  Drug  Stores  (11) 

576.9 

3 

1827.0 

7 

14.2 

-9 

45.5 

-8 

2.5 

2.8 

14.4 

13 

2.8 

\ 

McKesson  (9) 

2551.5** 

26 

6967  0 

13 

24.4 

-2 

78.7 

14 

1.0 

1 .2 

17.1 

16 

2.4 

Perry  Drug  Stores  (2) 

160,1 

5 

475.7 

-1 

1.6 

27 

4.2 

-27 

1.0 

0.8 

0.9 

NM 

0.0 

Rite  Aid  (10) 

900,7 

9 

2740.6 

9 

25.1 

17 

93.0 

14 

2.8 

2.6 

12.9 

15 

1.3 

I 

Walgreen  (4) 

1667,3 

12 

5192.5 

1 1 

46.1 

14 

162.8 

12 

2.8 

2.7 

18.6 

20 

1.5 

0 

(b)  DRUGS  &  RESEARCH 

AROUP  fOMDOfilTE 

VKWWr  ^WITIrV9IIE 

15699.6 

46420.3 

12 

2784.0 

21 

8191.2 

23 

17.7 

16.0 

32.4 

22 

3.1 

t 

Allergan 

228  0 

3 

665.6 

4 

-121.6 

NM 

-87.4 

NM 

NM 

1  1  4 

-1 1 .5 

NM 

-0.9 

American  Home  Products  " 

1  875,8 

8 

5259.6 

2 

384.9 

2 1 

1002.7 

1  1 

20.5 

1  8.2 

46.5 

1  7 

4.2 

■  'C 

Amgen 

1 78,6 

1 27 

472.0 

1 28 

49.4 

245 

37.9 

19 

27.7 

1  8.2 

20.3 

NM 

0.0 

M 

Dv!c4nl    JUI««Avf  Cmiii1«L« 

DrlSTOl'/ViyerS  SCfUIDD 

07  ^  7  1 

9 

OO  J.a 

1  A 

1040.0 

]  7 

on  A 

1  O.V 

00 
zz 

3.7 

5 

Carter-Wallace  19\ 

1717 

9 

508.4 

1 2 

7.8 

-50 

3 1 .8 

-20 

4.5 

9.9 

1  1  .6 

35 

2.9 

d 

Genentech 

123,0** 

17 

359  1 

9 

13.5 

NM 

44.2 

NM 

1 1.0 

NM 

6.5 

59 

0.5 

9 

ICN  Pharmaceuticals  (1) 

1  18,0 

89 

259  1 

32 

2.0 

NM 

7.8 

NM 

1.7 

NM 

-8.2 

NM 

-0.1 

M 

Lilly  (Eli) 

1341,3 

5 

4153  1 

1 1 

297.5 

16 

1003.6 

15 

22.2 

200 

25  9 

17 

4.3 

Morion  MGrrdI  Dow 

716,0 

15 

2078.0 

1 3 

1 55.0 

1 6 

456.0 

22 

21 .6 

21.4 

40.4 

1 4 

2.0 

Merck 

21 17,4 

1 1 

6288  8 

13 

552.4 

19 

1591  9 

19 

26.1 

24.3 

46.6 

25 

5.2 

Pfizer 

1773.0 

8 

5099.8 

10 

274.7 

13 

721  2 

12 

15  5 

14.8 

18.1 

26 

2.5 

Rhone-Poulenc  Rorer 

861.8 

3 

2/14.3 

50 

79.9 

233 

201.9 

NM 

9.3 

2.9 

44.5 

18 

2.6 

Schering-Plough 

887.8 

1 2 

2750  0 

9 

156.0 

1  1 

496  6 

14 

1 7.6 

1 7.6 

33.8 

21 

2.8 

Syntex  (5) 

447.5 

13 

1362.3 

21 

85  0 

13 

298  6 

26 

19.0 

18  9 

43.7 

22 

1.8 

Upjohn 

8360 

12 

2506.1 

12 

140.2 

25 

401.0 

17 

16.8 

15.0 

31.5 

15 

2.8 

Warner-Lambert 

1266  5 

7 

3721  9 

8 

143.8 

15 

437.9 

15 

1 1.4 

10.5 

35.4 

19 

4.0 

(c)  HEALTH  CARE  SERVICES 

ADAIID  f  AMDACITE 

5396.2 

1^ 

15741.9 

16 

276.7 

26 

835.2 

30 

5.1 

4.8 

17.8 

14 

1.3 

Beverly  Enterprises 

581 .0 

g 

1690  7 

8 

9  6 

69 

22.2 

1 30 

1  6 

1 .0 

4  9 

24 

0.3 

Continental  Medical  Systems  (6) 

121.9 

85 

316  6 

71 

5.3 

102 

14.1 

72 

4.3 

4.0 

9.0 

33 

0.9 

FHP  International  (6) 

364  2 

24 

1054.9 

25 

5  9 

-30 

29  2 

22 

1.6 

2.9 

22.3 

9 

1.2 

Foundation  Health  (6) 

259.7** 

14 

743.1 

6 

9.5 

183 

24.3 

144 

3.7 

15 

39.0 

10 

2.4 

Hillhaven  (7) 

324.3 

10 

958.6 

1 1 

0.2 

-26 

1.7 

46 

0.1 

0  1 

0.9 

NM 

0.0 

Humana  (4) 

1563,0 

22 

4535,0 

21 

92.0 

8 

280.0 

13 

5? 

6.6 

18.6 

12 

2.2 

Lifetime 

217,1 

17 

635,4 

24 

4.8 

2 

13.9 

14 

2.2 

2.5 

1 1.9 

13 

1.9 

iTiunor  ^urts  \/  ) 

225  3 

1 6 

64 1  6 

1 6 

1 0  5 

24 

24  9 

1 9 

4  7 

4.3 

1 3.3 

2 1 

0.9 

National  Health  Laboratories 

153,6 

22 

449,6 

20 

25  6 

27 

77.1 

25 

16  7 

16.0 

33.8 

22 

0.9 

Notional  Medical  Enterprises  (7) 

984,5 

10 

2949  9 

6 

71.6 

20 

221.9 

16 

7.3 

6.7 

1 6.4 

9 

1.7 

U  S  Hpalthrare 

435,3** 

30 

1 249  5 

27 

39.3 

1 06 

1 07.8 

1 4 1 

9.0 

5.7 

47.4 

1 6 

1.9 

Universal  Health  Services 

166,4 

2 

516  9 

3 

2.5 

75 

18.0 

72 

1.5 

0.9 

10.7 

9 

1.3 

(d)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

9038.4 

10 

26940.9 

11 

930.3 

18 

2815.0 

56 

10.3 

9.6 

23.0 

23 

2.7 

Abbott  Laboratories 

1653.7 

10 

4990  3 

12 

251.6 

14 

774.0 

13 

15.2 

14  7 

35.7 

23 

2.4 

Bard  (C.R.) 

220  2 

10 

650,4 

10 

14.1 

34 

42.1 

41 

6  4 

5.3 

15.4 

27 

0.9 

Bausch  &  Lomb 

396.9 

1 1 

1  133  2 

1 1 

44.5 

16 

106.8 

16 

1 1.2 

10.7 

18.1 

20 

2.4 

Baxter  International 

2212  0 

10 

6531,0 

10 

156  0 

16 

407.0 

NM 

7.1 

6.7 

14.6 

18 

2.0 

Imcera  Group  (6) 

381  3 

2 

1243  3 

8 

27.5 

64 

88.7 

48 

7  2 

4.5 

10.0 

27 

4.4 

Johnson  &  Johnson 

31 19.0 

10 

9299,0 

10 

363  0 

16 

1 187.0 

30 

1  1.6 

11.1 

28.0 

22 

4.2 

Medtronic  (8) 

264  7 

1  3 

798,3 

15 

36.1 

19 

1 10.5 

2 1 

1  3.7 

1 3.0 

1  9.7 

32 

2.3 

Mine  Safety  Appliances 

123.1 

7 

366,5 

6 

4.6 

1  O.z 

1  7 

c  7 

O.  / 

R  7 

0./ 

1 3 

3.6 

Ov/ens  &  Minor 

333.6 

8 

968  1 

7 

3.5 

39 

8.5 

42 

10 

0  8 

12.5 

24 

0.8 

U.S.  Surgicol 

207,5 

54 

600.8 

67 

25.2 

103 

62.6 

99 

12.1 

9.2 

30.0 

67 

1.3 

Westmark  Iniernational 

126,3 

6 

360  1 

-1 

4.4 

41 

12  5 

-2 

3.5 

2  6 

5  6 

32 

1.6 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

7964.9 

-4 

22541.6 

-S 

237.1 

-38 

361.0 

-66 

3.0 

4.6 

5.5 

43 

0.5 

(a)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

6240.9 

-3 

17600.8 

-5 

202.5 

-41 

308.4 

-67 

3.2 

5.4 

7.2 

37 

0.6 

Ameron  ( 1 ) 

125.8 

4 

348  3 

7 

3  3 

-27 

4.1 

-48 

2.7 

3  8 

5.5 

17 

2.0 

Barnes  Group 

136.7 

2 

407.9 

-2 

5.0 

29 

1 1.9 

-3 

3  7 

2.9 

12.7 

13 

2.6 

Hughes  Supply  (11) 

120.0 

-19 

354.8 

-15 

-0.5 

NM 

-3.8 

NM 

NM 

1.0 

-3.3 

NM 

-0.6 

Lafarge 

543.4 

-9 

1  188.3 

-11 

43.8 

-21 

-31.0 

NM 

8.1 

9.2 

-2.9 

NM 

-0.4 
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This  space  reserved  for  Lockheed 


Space  is  an  inexhaustible  source  of  discovery.  In  the  single 
generation  since  we  ventured  into  space,  the  benefits  have  been  immense. 
America's  leadership  in  science,  medicine,  computers,  telecommunications, 
software  and  environmental  technology  has  been  enhanced,  in  part,  by  an 
aggressive,  dynamic  space  program. 

Lockheed  is  very  much  part  of  that  momentum,  often  the 
driving  force:  in  satellite  systems,  NASA  Shuttle  processing,  orbiting 
observatories,  advanced  solid  rocket  motors,  space-based  communica- 
tions systems  and  the  development  of  Space  Station  Freedom. 

Lockheed  manages  its  business  to  leverage  its  core  technologies 
not  only  to  capture  new  lines  of  business,  but  also  to  build  shareholder  value. 
To  grow  and  develop  new  leadership  for  the  1990s  and  the  next  century.  The 
world  is  reaching  into  space;  and  Lockheed  is  leading  the  way. 


Watch  NOVA  on  PBS,  Tuesdays  at  8  p.  m. 


3RD 
QUARTER 
1991 
$  MIL 

CHANGE 
FROM 

1990 

° 

9 

MONTHS 
1991 
$  MIL 

CHANGE 
FROM 
1990 

3RD 
QUARTER 
1991 
S  MIL 

CHANGE 
FROM 
1990 

.'o 

9 

MONTHS 
1991 
$  MIL 

CHANGE 
FROM 
1990 

.0 

3RD 
QUARTER 
1991 

'0 

3RD 
QUARTER 
1990 

/o 

COMMON 
EQUITY 

12  MONTHS 
ENDING 
9-30 

PRICE- 
EARNINGS 
RATIO 
10-25 

12 
MON 
EARNI 
PE 
SHA 

s 

Manville 

532.7 

-3 

1519.8 

-3 

-30.6 

NM 

7,6 

-92 

NM 

4.0 

-2  6 

NM 

-0.0 

Owens-Corning  Fiberglas 

759.0 

-8 

2124.0 

-9 

27.0 

-23 

19.0 

-82 

3.6 

4  3 

NM 

NM 

-0.3 

Ply  Gem  Industries 

160  1 

4 

430  6 

1 

3.7 

7 

2.8 

-46 

2.3 

2.2 

0,7 

NM 

0.0 

PPG  Industries 

1393  5 

-5 

4248,1 

-6 

68.9 

-36 

169.9 

-55 

4.9 

7.3 

10.7 

20 

2.5 

RPM  (7) 

130.2 

-3 

365.5 

-1 

10,2 

-9 

21  3 

1 

7.9 

8.3 

15.3 

19 

0.9 

Sherwin-Williams 

736,8 

15 

1987,8 

14 

50  4 

8 

105.6 

4 

6  8 

7.3 

15.7 

16 

1.4 

Southdown 

141.3** 

-7 

382  6 

-12 

-9,7 

NM 

-19.4 

NM 

NM 

NM 

-6.9 

NM 

-1.3 

Standex  International  (6) 

1  12.8 

-6 

343  2 

-3 

4,6 

-13 

13.2 

-16 

4  1 

4.5 

14.0 

1  1 

2,C 

Tecumseh  Products 

273.2 

2 

918,4 

12 

12.6 

NM 

3 1 .7 

158 

4.6 

NM 

5.0 

1 6 

6.1 

Texas  Industries  (7) 

163.1** 

-7 

472,3 

-4 

6.3 

-78 

17 

-92 

3  8 

16.3 

0,0 

NM 

O.C 

USG 

445.0 

-9 

1295,0 

-1 1 

-32.0 

NM 

-98.0 

NM 

NM 

NM 

NM 

NM 

-2.6 

Valspar  {2) 

177.8 

10 

461  6 

9 

9.2 

-8 

18.0 

-10 

5.2 

6.3 

17.6 

20 

2.2 

Vulcan  Materials 

289.2 

-6 

752,7 

-10 

30.2 

-28 

53.9 

-46 

10.5 

13.7 

10.8 

20 

1.9 

|b)  CONSTRUCTION  &  REAL  ESTATE 
GROUP  COMPOSITE 

1724.1 

-6 

4940.9 

-7 

34.6 

-8 

52.6 

-58 

2.0 

2.0 

-0.9 

NM 

-0.0 

COMPANY 


SALES 


PROFITS 


Centex  (9)  551.5**       -8         1608  2       -7  9.2        -37  19.2      -59         1.7       2.4  5.6  21  1.8 

Forest  City  Enterprises  ( 1 1 )  117.4**       14  337,0       18  -2,0         NM  -0,5       NM        NM        2,7        -2,4         NM  -0,3 

Kaufman  &  Broad  Home  ( 1 1  277  1        -15  903  2       -9  6  9  17  13,3      -64        2,5       2.6  6.8  25  0.5 


PHM 

Ryland  Group 
U.S.  Home 


309.2* 
343  1 
125,8* 


2 
3 

-23 


860.0 
870  5 
361  9 


3 
-1 1 

-27 


13.5 
6.9 
0  1 


161 
20 

-84 


21.7 
7.8 
-8.9 


-16 
-57 
NM 


4.4 

2.0 
0,1 


1.7 
1.7 

0.5 


7.9 
4.2 

NM 


15 
30 

NM 


O.Tl 

-i.sl 


14  LEISURE  TIME  INDUSTRIES 


IMDUSTDV  COMPOSITE 

16563.9 

4 

46733  ft 

5 

1313.8 

119 

2652.6 

20 

7.9 

3.8 

13.8 

17 

1.7 

(a)  EATING  PLACES 

1 

GROUP  COMPOSITE 

2732.7 

2 

7963.5 

4 

304.5 

8 

778.4 

11 

11.1 

10.5 

20.8 

16 

1.9 

Bob  Evans  Forms  (8) 

1312 

7 

382  4 

8 

8.8 

15 

26.0 

29 

6  7 

6,2 

14.0 

17 

1,1 

Brinker  International  (6) 

124.1 

22 

349  6 

24 

8.4 

39 

23  3 

51 

6  8 

6  0 

13.7 

33 

1.4 

Karcher  (Carl)  Enterprises  (1  1| 

128  8 

3 

4114 

3 

3  7 

-26 

7  0 

390 

2  9 

4,0 

10.9 

17 

0.4 

McDonald's 

1736.6 

_o 
z 

AVOO-Z 

1 
1 

7 

OOV.Z 

/ 

y  A  Q 

1  Q  7 

I  O./ 

1  J 

2.3 

Morrison  (7) 

241  7** 

6 

739.3 

7 

5.7 

15 

20.0 

54 

2.4 

2,2 

14.8 

14 

l.<i 

4 

Shoney's  (2) 

243.9** 

7 

758.5 

7 

12  1 

26 

28.7 

26 

5.0 

4.2 

NM 

21 

0.8 

Sizzler  International  (8) 

126.5 

12 

357.0 

27 

7.0 

31 

14.2 

6 

5  6 

4  8 

7.2 

15 

O.E 

|b)  ENTERTAINMENT 

GROUP  COMPOSITE 

1330.7 

1 

3720.9 

6 

130.0 

2 

108.1 

-47 

9.8 

9.6 

5.7 

28 

0.8 

a. 

Blockbuster  Entertainment 

229,7 

39 

616  6 

36 

27.4 

43 

64  7 

36 

119 

1 1.6 

22.4 

23 

O.i 

: 

Commtron  (4) 

137,0** 

15 

375.2 

-1 

1.4 

-27 

4,5 

-26 

1,0 

17 

11.1 

8 

0.7 

0 

Paramount  Communications  (2) 

963.9 

-7 

2729  1 

1 

101,2 

-5 

38,9 

-74 

10,5 

10.3 

3.9 

31 

1.^ 

! 

(c)  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

3178.4 

8 

9445.8 

8 

127.1 

33 

285.8 

-11 

4.0 

3.3 

9.3 

30 

0.( 

e 

Aztar 

129.8 

-1 

364  6 

-6 

6,7 

183 

4.2 

NM 

5.2 

1.8 

0.3 

NM 

O.C 

;  '» 

Caesars  World  (5) 

244  6 

9 

672,7 

4 

18,5 

151 

35.6 

84 

7  5 

3.3 

16.9 

15 

2.( 

■  i 

Circus  Circus  Enterprises  (11) 

210.0 

19 

583,4 

36 

28  7 

76 

69  7 

45 

13,7 

9.3 

35.1 

20 

1./ 

Hilton  Hotels 

275.1** 

6 

829,2 

4 

18  8 

-14 

54.7 

-36 

6  8 

8.4 

8.8 

25 

1.; 

Marriott 

1835.0 

1  1 

5602.0 

10 

18,0 

-33 

55.0 

-46 

1.0 

1.6 

0.2 

NM 

-O.C 

- " 

Mirage  Resorts 

192  7 

-10 

614.1 

-2 

13,3 

154 

35.8 

-5 

6.9 

2.4 

9.9 

22 

1.; 

Promus 

291.2 

5 

779  9 

2 

23,2 

48 

30.8 

-26 

8  0 

5.7 

3.5 

71 

0.; 

(d)  OTHER  LEISURE 

GROUP  COMPOSITE 

9322.2 

7 

25603.6 

4 

752.2 

682 

1480.3 

50 

8.1 

1.1 

14.9 

15 

2.3 

,•; 

American  Greetings  (10) 

335.8 

10 

1046.3 

10 

8  3 

33 

52  0 

17 

2.5 

2,0 

10.8 

14 

2.; 

Brunswick 

525.1 

-1  1 

1564.8 

-20 

7.5 

-86 

-10,0 

NM 

1.4 

9  2 

3.4 

NM 

-0.? 

Carnival  Cruise  Lines  (1) 

534  3 

1  1 

1208,2 

10 

123.1 

15 

1970 

5 

23.0 

22  2 

200 

17 

].i 

Eastman  Kodak 

4926.0 

3 

14337,0 

4 

-1 18.0 

NM 

417.0 

1  1 

NM 

NM 

10.8 

20 

2.2 

Fisher-Price  (6) 

188  0 

21 

452,6 

6 

8  2 

NM 

13,3 

NM 

4.4 

NM 

-7.4 

NA 

^ 

Fleetwood  Enterprises  (8) 

398.5 

2 

1060.7 

-9 

12.0 

1  1 

25,1 

-32 

3,0 

2  8 

7.0 

23 

1./ 

Harley-Dovidson 

240,6 

19 

702.2 

5 

8.9 

24 

29.7 

-16 

3  7 

3  6 

15.0 

23 

l.« 

Harmon  International  Industries  (6)    135  8 

3 

424.0 

0 

-1.3 

NM 

-22  3 

NM 

NM 

0  7 

-27.3 

NM 

-2.; 

Hasbro 

704,8 

57 

1379  9 

34 

47.5 

44 

36  8 

-40 

6,7 

7,4 

7.8 

30 

1.1 

Huffy 

159.4 

35 

517  3 

31 

2.7 

-30 

16  0 

-6 

1,7 

3,3 

14.4 

15 

1.: 

Mattel 

523  5 

7 

1 108.1 

6 

56.6 

18 

88.8 

16 

10,8 

9,8 

31.0 

15 

2.C 

Polaroid 

474.6 

2 

1437  2 

4 

582.0 

NM 

625  2 

551 

NM 

6,8 

83.6 

2 

12.C 

Tyco  Toys 

175  8 

4 

365  3 

6 

14.7 

58 

117 

-1  1 

8  4 

5.5 

2.2 

NM 

O.C 

15  MANUFACTURING 

INDUSTRY  COMPOSITE 

25500.2 

-3 

76389.8 

-1 

890.2 

-23 

2546.3 

-29 

3.5 

4.4 

9.5 

23 

1.1 

(a)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

10131.9 

2 

29942.0 

3 

659.4 

-2 

1819.0 

-8 

6.5 

6.7 

15.5 

21 

2.A 

Alliant  Techsystems  (9) 

238.5 

12 

794.7 

2 

10.3 

NM 

25  2 

245 

4  3 

NM 

21.0 

5 

4.: 

Avery  Dennison 

609  2 

-5 

1895.7 

-1 

12.6 

174 

45.3 

-12 

2  1 

0  7 

NA 

NM 

O.C 

Blount  (10) 

154.2 

-1 1 

434.7 

-13 

-1.1 

NM 

-6,1 

NM 

NM 

NM 

-2.1 

NM 

-0.; 

Carlisle 

163.3 

4 

463.7 

-1 

-19.0 

NM 

-13,3 

NM 

NM 

4.1 

-3.7 

NM 

-1  ( 

144  BUSINESSWEEK/NOVEMBER  18,  1991 


Footnotes  on  page  131 


CORPORATE  SCORES 


The  pencil  costs  14C. 
The  eraser,  millions. 

Mistakes  make  products  late,  more  expensive  and  inferior. 
Leaving  customers  dissatisfied,  reputations  damaged.  Since  there 
are  no  quick  fixes,  only  costly  ones,  what's  a  business  to  do? 

At  the  CIGNA  Property  and  Casualty  Companies,  we  have  a  very 

basic  goal:  Get  it  right 
the  first  time. 

Granted,  nobody's 
perfect.  But  it's  surprising 
how  many  mistakes  can 
be  prevented. 

By  working  to  find  the 
best  solution,  rather  than 
the  most  expedient  one. 

Whether  we're 
providing  protection  for 
small  and  medium-size 
businesses,  or  meeting 
the  risk  management 
needs  of  the  largest 
corporations,  the 
benefits  are  the  same: 
Answers  that  are  fast 
and  accurate.  Service  that  is  responsive.  Value  that  is  real.  And 
customers  who  are  satisfied.  Anything  less  would  be  a  big  mistake. 

For  information  write  the  CIGNA  Property  and  Casualty  Companies, 
Department  RB,  1600  Arch  Street,  Pliiladelphia,  PA  19103. 

After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can  afford 
all  the  erasers? 


We  get  paid  for  results. 


COMPANY 


SALES 


PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

QUARTtR 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

I99I 

1990 

1991 

1990 

1991 

1990 

$  MIL 

SmII 

$MIL 

9 

MONTHS 
1991 
SMIL 


MARGINS 

CHANGE      3RD  3RD 
FROM     QUARTER  QUARTtR 
1990         1991  1990 


RETURN  ON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
9^0 


12 

PRICE-  MONI 
EARNINGS  EASNH 
RATIO  PH 
10-25  SHAI 


Corningt 
Crane 

Duracell  International  (6| 
Federal  Signal 


963.5 
341.7 
398  7 
1  16.6 


10 
7 


2432.9 
987.1 

1000.9 
346.6 


12 
-1 1 
12 
5 


104.5 
13.0 
40.1 

8.3 


1 

-24 
616 
13 


225.6 
35.2 
14.5 
22  6 


4 

-25 
NM 
10 


10.8 
3.8 

10.1 
7.1 


1  1.7 
4.6 
1.5 
6.8 


15.5 
16.0 
10.6 
19.7 


24 
14 

35 
20 


3.1 
1.6 
0.7 
1.3 

2.6 

2.: 

3.2 

1.5  V!-!* 


Harsco 

Hillenbrand  industries  (1) 
Illinois  Tool  Works 
Jostens  (6) 


447.8 
283.3 
654.2 
141.8 


1356  8 
867.7 

1935.5 
638.9 


25.1 
21.4 
45.0 
2.9 


39 
33 
-3 
2 


49.3 
63.3 
133  5 
49.7 


-7 
12 
-2 
5 


5.6 
7.5 
6  9 
2  0 


4.4 
6.2 
7.1 
2  0 


15.4 
17.6 
15.6 
21.7 


10 
26 
20 
21 


Keystone  International 
Mark  IV  Industries  (10) 
Minnesota  Mining  &  Mfg. 
Newell 


126.9 
284.4 
3378.0 
305.1 


1 1 
29 
1 

9 


362.3 
834.2 
101 16.0 
808.7 


10 
30 
4 
1 


9.4 
7.7 
296.0 
33.3 


-23 
15 

-12 
21 


29.9 
19.9 
895.0 
78.9 


-1 1 
6 

-12 
7 


7.4 

2.7 


10.9 


10.6 
3.0 

10  1 
9.8 


17.3 

9.7 
19.5 
19.1 


21 
10 
17 
24 


1.1 
1.7 
5.4 
1.7 


Parker  Hannifin  |6) 
Rubbermoidt 
Tredegar  Industries 
Trinova 


573.7 
429.4 
121.8 
400.0 


-7 
10 
-10 
-15 


1782.1 
1257.6 
358  1 

1267.7 


-6 
9 
-17 
-13 


16.5 
46.4 
2.4 
-15.2 


-31 
15 
NM 
NM 


32.6 
124.1 

3.5 
-9.5 


-63 
12 
NM 
NM 


2.9 
10.8 
2.0 

NM 


3  9 
10.4 

NM 

1  8 


5.5 
17.8 
-9.9 

-0.9 


27 
30 
NM 
NM 


1.0 
1.9 
-1.2 
-0.1 


|b)  MACHINE  &  HAND  TOOLS 
CROUP  COMPOSITI 


2632.0 


7884.2 


13.4 


-88 


93.4 


-72 


O.S 


3.7 


4.4 


34 


0.7 


Black  &  Decker 
Clark  Equipment 
Danaher 
Kennametol  (6) 


1097.3 
283  1 
208.1' 
149.9 


-14 
-19 
-10 
-1 


3291.4  -6 

895.9  -17 

613.7  0 

463.5  -1 


9.7 
-33.0 
4.3 
3.7 


-47 
NM 
-64 
-47 


21.1 
-60.4 
12.4 
1 1.6 


-53 
NM 
-63 
-56 


0.9 
NM 

2.1 

2.5 


1.4 
3.8 
5.1 
4  5 


3.2 
-1 1.3 
4.6 
73 


37 
NM 
38 
18 


Snap-on  Tools 
SPX 

Stanley  Works 


215.5' 

172.0 

506.1 


663.8 
506.2 
1449.7 


19.1 
-18.6 
28  2 


-24 
NM 

2 


56.3 

-17.5 
69.9 


-33 
NM 
-14 


8.9 
NM 
5  6 


11.1 

2.5 
5.6 


10.8 
-9.0 
13,7 


18 
NM 
17 


1.71 

-i.aj 
2.3I 


(c|  SPECIAL  MACHINERY 
CROUP  COMPOSITE 


9682.6 


-8  29888.2 


193.2 


-51 


616.2  -52 


2.0 


3.7 


6.1 


26 


I.Sl 


Applied  Materials  (2) 
Briggs  &  Stratton  (6) 
BWIP  Holding 
Caterpillar 


167  3 
158.0 
1 10.5 
2358.0 


16 
-1 
12 
-16 


478.0  12 

705.0  -7 

330.5  16 

7724.0  -11 


8.4 
-2.6 
8.0 
-37.0 


-12 

NM 
80 
NM 


19.9 
25.8 
25.3 
-86.0 


-36 
-16 
16 
NM 


5.0 

NM 
7.3 
NM 


6.6 
NM 
4.5 
1.9 


7.3 
13.0 
18.3 

-1.7 


19 
16 
24 
NM 


Deere  (2| 

Dover 

FMC 

General  Signal 


1789.8' 
534.1 
967.5 
393  4 


-13 
-3 
3 
-5 


5152.8 
1644.6 
2891.5 
1201.8 


-1 1 
0 
5 

-6 


31.3 
32.9 
41.7 
16.0 


-73 
-19 
18 
2 


61.3 
97.3 
142.9 
45.4 


-82 
-18 
12 
133 


1.7 
6.2 
4.3 
4.1 


5.6 
7.3 
3.8 
3.8 


4.6 
16  4 
79.0 

2.7 


30 
17 
1 1 
77 


Goulds  Pumps  148  8 

Harnischfeger  Industries  (21  412  9 

Ingersoll-Rand  865.5 

Interlake  178.3 


428.1 
1210.0 
2652.3 

536.0 


4 

-6 
-4 
-1 1 


9.4 
14.5 
34,7 
-1.2 


1 

-16 
-14 
NM 


25.4 
46.0 
95.9 
-9.1 


4 

-7 
-31 
NM 


6.3 
3.5 
4  0 

NM 


6.5 
4.0 
4.3 

NM 


15.0 
1 1.2 
9.2 
NM 


14 
9 
18 
NM 


2.1 


Pentair  300.6 

Stewart  &  Stevenson  Services  (11)  1 60  1 

Timken  386  7 

Tyco  Laboratories  (6)  7510 


873.5 
482.6 
1259.3 
2318.2 


-1 
-2 
-1 
31 


1 1.2 
8.5 
-4.0 
21.4 


18 
13 

NM 

-39 


27.4 
22.8 
0.5 
75.3 


24 

-1 

NM 
-11 


3.7 
5.3 

NM 
2.9 


3.1 
4.7 
2.0 
4.7 


14.4 
15.7 
0.3 
11.5 


13 
24 
NM 
16 


(d)  TEXTILES 

CROUP  COMPOSITE 


3053.7 


S67S.6 


24.1 


NM 


17.8 


61 


0.8 


NM 


0.6 


36 


Albany  International  136.2"  0  412.6  3  2.7  115  7  2  -4  2  0  0.9  3.2  63 

Delta  Woodside  Industries  (6)  170  4  32  498.5  25  10.0  304  26  8  353  5.9  1.9  18.2  15 

Dixie  Yarns  122.1  -11  378.4  -12  -2.5  NM  -2.6  NM  NM  1.4  -0.6  NM 

DWG  (8)  302  8  2  920.4  -1  -3.1  nm  -18.0  NM  NM  NM  -20.7  NM 


Fieldcrest  Cannon 
Guilford  Mills  (6) 
Interface 

Shaw  Industries  (6) 


302-1 
143.5 
137.2 
436  8 


-4 
20 
-9 
4 


869.5 
427.7 
433.6 
1208.2 


2.6 
4.9 
1.7 
,13,2 


NM 
64 

-71 
-5 


0.7 
13  2 

5.4 
23  5 


NM 

-2 
-70 
-54 


0.9 
3  4 
1.2 
3.0 


NM 

2.5 
3.7 
3.3 


-10.6 
8.7 
6.5 
15  7 


NM 
15 
15 
29 


-2.' 
0 

1.1 


Springs  Industries 
Unifi  (6) 
Wickes  (11) 


476  1 

260  5 
565  9 


5 
12 
-6 


1389.2 
495  1 
1642.4 


-1 
13 

-9 


8.1 
-2  5 
-10  9 


NM 
NM 
NM 


15.2 
18-6 
-72.2 


NM 

-34 
NM 


1.7 
NM 
NM 


NM 

5.5 

NM 


4.7 
19.6 
-9.5 


23 
27 
NA 


1.4  c 

1.5  ! 


16  METALS  &  MINING 


INDUSTRY  COMPOSITE 


14704.2 


43796.3 


-8 


272.1 


-72 


583.8  -80 


1.9 


6.2 


-0.5 


NM 


lalALUMINUM 


CROUP  COMPOSITE 

5960.6 

-5 

17873.2 

-4 

149.2 

-60 

553.7 

-52 

2.5 

5.9 

5.2 

20 

Aluminum  Co.  of  America 

2469  9 

-8 

7449.2 

-7 

75.9 

-39 

254.1 

-42 

3  1 

4.7 

2.2 

46 

Amax 

977.7 

5 

2874.9 

1 

3.2 

-95 

40.2 

-76 

0.3 

6  3 

4.5 

18 

Kaiser  Aluminum 

509  7 

-4 

1529.5 

-3 

23.1 

-59 

81.3 

-50 

4.5 

10.5 

36.3 

5 

Maxxam 

577  8 

-4 

1718  8 

-4 

5.5 

-80 

47.7 

-58 

1.0 

4  7 

18.1 

4 

Reynolds  Metals 

1425.5 

-6 

4300.8 

-3 

41  5 

-59 

130.4 

-54 

2.9 

6.6 

5.0 

22 

(b)  STEEL 


CROUP  COMPOSITE 

6106.1 

-9 

17912.9 

-12 

-62.0 

NM 

-555.6 

NM 

NM 

3.0 

-18.1 

NM 

Allegheny  Ludlum 

241.4 

-1 1 

772.8 

-9 

4.7 

-72 

28.1 

-55 

2.0 

6.3 

9.4 

24 

Armco 

387.6 

-7 

1 186  8 

-10 

-26.9 

NM 

-95.0 

NM 

NM 

NM 

-14.5 

NM 

Bethlehem  Steel 

1121.6 

-7 

3292.2 

-11 

-60.6 

NM 

-128.9 

NM 

NM 

0.8 

-62.2 

NM 

Birmingham  Steel  (6) 

111.1 

-3 

305.2 

-10 

5.5 

4 

-1.0 

NM 

4  9 

4.6 

0.2 

NM 

Carpenter  Technology  (6) 

126.5 

1 

423.2 

-3 

2.2 

-66 

16.2 

-51 

1.7 

5.2 

8.1 

16 
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CORPORATE  SCOREBt 


IPANY  SAiES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE 

ll/.^MTLIC' 

.MONmb 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIl 

% 

% 

% 

9-30 

10-25 

SHARE 

nercial  Metals  (4) 

301. 2** 

4 

860.6 

2 

4.1 

-43 

8.4 

-56 

14 

2.5 

6.0 

18 

1.12 

ps  Industries 

268.7 

-10 

799.9 

-12 

0.7 

-61 

-8  2 

NM 

0  2 

0  6 

-8.2 

NM 

-0.72 

d  Steel  Industries 

860.1 

-10 

2557  6 

-14 

-18.8 

NM 

-83.8 

NM 

NM 

NM 

-13.3 

NM 

-5.49 

ns 

162.6 

-8 

496  7 

-5 

9.8 

-21 

31.5 

-10 

6.0 

70 

17.8 

9 

4.64 

r 

372.4 

-4 

1094.6 

-2 

15.5 

-26 

42  9 

-22 

4.2 

5  4 

9.3 

27 

2.94 

•ex  (2) 

1 52.3 

- 1 0 

437.4 

-9 

3.5 

-55 

8.0 

-57 

Z.J 

4.6 

1  U.o 

\  / 

1 .  Jz 

1  ^  ^fr^ol  Graua 

1 281 .0 

-12 

3558.0 

-20 

5.0 

-94 

-342.0 

NM 

0.4 

5  6 

-15.9 

NM 

-5.76 

on  Steel 

253.1 

-14 

756.1 

-17 

-19.8 

NM 

-68.1 

NM 

NM 

1.1 

-30.4 

NM 

-3  92 

iling  Pittsburgh 

244.7 

-15 

722.3 

-13 

0.4 

-98 

3.9 

-95 

0.2 

7.8 

NM 

NA 

NA 

lington  Industries  (7) 

221.9 

2 

649.6 

—7 

1  O  7 

1  Z./ 

7 

32.4 

-26 

D./ 

^  A 

0.4 

JO 

u./ / 

R  METALS 

P  COMPOSITE 

2637.5 

-8 

8010.3 

-7 

184.9 

-55 

585.7 

-44 

7.0 

14.3 

11.5 

21 

1.48 

:o 

493  4 

-17 

1417.5 

-15 

10.3 

-83 

33.7 

-77 

2.1 

10.0 

2.5 

29 

0.92 

js  Minerals 

441  9 

-10 

1273.4 

-8 

30  4 

-32 

71.6 

-30 

6.9 

9  0 

5.9 

14 

1  67 

>or^McMoRan  Copper  &  Gold    1 53  2 

13 

346.1 

7 

24  8 

-25 

56.2 

-22 

16  2 

24  5 

39.6 

42 

0.85 

y  &  Harmon 

1 12.9 

-2 

345.1 

-5 

2.1 

-21 

-11.1 

NM 

1.8 

2  3 

-12.1 

NM 

-0.63 

ration  Resources 

195.7" 

2 

947.5 

9 

-8.5 

NM 

20.9 

NM 

NM 

NM 

1.3 

NM 

0.03 

na  Copper 

193.8 

-3 

527.1 

-9 

10.8 

-60 

26.0 

-57 

5.6 

13.5 

6.9 

5 

1.26 

mont  Gold 

136.8 

-15 

427.8 

-13 

29.0 

-21 

92.5 

-21 

21.2 

22.8 

17.4 

34 

1.12 

mont  Mining 

148.4 

-13 

466  9 

-10 

12.2 

-88 

71.6 

-55 

8,2 

57.2 

53.4 

32 

1  27 

)s  Dodge 

617.6 

-8 

1821  0 

-9 

64.7 

-49 

197  7 

-44 

10.5 

18.7 

17.1 

9 

8.68 

sion  Castports  (9) 

143.8 

1 1 

437.9 

12 

9.1 

14 

26.6 

10 

6,3 

6.2 

12.6 

17 

1.99 

MBANK  FINANCIAL 

STRY  COMPOSITE 

50659.1 

4 

152066.8 

5 

3033.4 

19 

9766.5 

28 

5.8 

5.0 

12.9 

12 

3.46 

21931.8 

J 

65662.4 

y 

1374.6 

5 

4970.5 

49 

5.9 

6.0 

17.3 

12 

3.06 

hany 

452.3 

31 

1 154  7 

8 

20  9 

45 

35.3 

-32 

4,6 

4.2 

7.8 

12 

8  12 

icon  Express 

6483.0** 

7 

19138  0 

6 

310 

-91 

551.0 

174 

0,5 

5.7 

9.8 

14 

1  40 

3Tearns  [o] 

597. 1  ** 

6 

1  QO Q 

47.1 

1 6 1 

1  00.  1 

Qn 

o\) 

7  O 

1  Q  O 
1  O.Z 

o 

7 

1  AO 

171.1 

27 

1  U  JV.Z 

-5.4 

NM 

1  A 
1  0 

NM 

NM 

zO.O 

Zo 

1  .J  1 

'ford 

136.5 

19 

401 .7 

20 

10.0 

15 

28.7 

17 

7.3 

7.6 

23.7 

26 

1  02 

irds  (A.  G.)  (10) 

219  1** 

27 

618  9 

26 

23  8 

55 

64.6 

53 

10.8 

8.9 

1 8.0 

15 

2  19 

ax 

270.6 

1 

799  0 

1 

18.6 

-3 

41 .0 

-27 

6  9 

7.2 

12.7 

23 

0.60 

raR  Home  Loan  Mortgage 

1 061 .0 

6 

3 1 43.0 

7 

1 49,0 

2 1 

409.0 

1 6 

1  4.0 

12.3 

21.1 

1 3 

7.84 

ral  National  Mortgage  Assn. 

3364.7** 

5 

10184  2 

8 

350.7 

1 7 

1088.4 

26 

1  0.4 

9  3 

28.0 

1 2 

5.19 

'inonciol  ^^anagement 

298.7** 

26 

830.2 

28 

25  8 

44 

61 .8 

34 

8  6 

7.6 

1 0.4 

1 3 

3  08 

h  &  McLennan 

679.0** 

0 

21 13.3 

3 

74.0 

-1 

251.3 

1 

10  9 

10.9 

29.7 

17 

4.17 

II  Lynch 

3037.5** 

7 

9240.5 

1 1 

160.2 

248 

525  4 

225 

5  3 

1 .6 

1 4.9 

10 

4  80 

uii  jTunicy  vroup 

1 738  4** 

1 2 

4997  7 

1 4 

1218 

69 

342  7 

62 

7.0 

4  6 

1 9  2 

]  ] 

5  02 

'Webber  Group 

810.9** 

13 

2337.7 

3 

38.4 

301 

103.7 

196 

4.7 

1.3 

-1.9 

NM 

-0.67 

;rica 

1589.9** 

6 

4755.1 

6 

123.5 

31 

346  7 

26 

7.8 

6.3 

14.8 

9 

4.00 

non 

NM 

NM 

NM 

NM 

85.0 

8 

536.0 

69 

NM 

NM 

14.4 

6 

4.03 

ab  (Charles) 

202.3** 

23 

572  1 

22 

13  2 

82 

33.4 

1  1 1 

6.5 

4  4 

20.3 

27 

1.32 

int  Loan  Marketing  Assn. 

819.7 

-1 1 

2508  6 

-7 

87.2 

12 

254  0 

14 

106 

8  5 

35.8 

17 

3.39 

RANCE 

P  COMPOSITE 

25126.4 

3 

75204.8 

5 

1565.7 

19 

4560.1 

10 

6.2 

5.4 

12.0 

10 

4.9S 

a  Life  &  Casualty 

4550.4 

-6 

13952  6 

-3 

1 15.3 

30 

412  2 

-13 

2.5 

1.8 

7.7 

8 

5.04 

'icon  Family 

830.7 

22 

2385  4 

24 

38.6 

30 

107.0 

28 

4.6 

4.4 

16.7 

15 

1.72 

'icon  General 

1 102  0 

-4 

3309  0 

-2 

1 15.8 

-23 

360.8 

-21 

10  5 

13  2 

110 

10 

4.04 

rican  International  Group 

3919.3 

5 

1 1605.7 

7 

376.8 

12 

1 153.2 

9 

9.6 

9.1 

14.4 

1 1 

7.20 

rican  Notional  Insurance 

310  6 

1  1 

893.7 

1 1 

42  6 

87 

98.3 

26 

13.7 

8.2 

8.0 

8 

4  87 

naut  Group 

117.4 

-32 

388  1 

-16 

29  6 

36 

64.5 

2 

25.2 

12.6 

17.4 

8 

3  41 

b 

1170.6** 

6 

3389  1 

7 

151.4 

4 

412.7 

12 

12.9 

13.2 

17.3 

10 

6  55 

] 

4517.0 

-3 

13974  0 

5 

123.0 

NM 

341.0 

62 

2.7 

0.2 

8.2 

8 

6  26 

eco 

347.9 

71 

963.1 

86 

26.8 

195 

73,1 

177 

7  7 

4.5 

51.7 

8 

7.36 

ord  Steam  Boiler  Inspection 

157.9 

12 

467.0 

13 

18.6 

-3 

58.8 

-1 

1 1.8 

13.7 

20.3 

14 

3.74 

)er 

784.4 

7 

23200 

6 

56.1 

50 

160.7 

NM 

7.1 

5  1 

1  1.9 

8 

4.30 

In  Notional 

2237.8 

12 

6598.7 

10 

74.6 

96 

192.4 

45 

3  3 

1.9 

10.4 

9 

5.61 

ressive 

387.4** 

1 1 

1  1 13.9 

8 

11.2 

-38 

46  6 

-43 

2.9 

5.2 

13.6 

21 

2  39 

dent  Life  &  Accident 

695.1** 

5 

2072.9 

3 

24.4 

-52 

94  9 

-27 

3  5 

7.6 

10.4 

6 

3.1 1 

CO 

841.4** 

4 

2525.2 

6 

68  3 

28 

174.8 

-6 

8.1 

6.6 

12  8 

9 

4.27 

lul 

1 125.8 

12 

3232.0 

9 

107.7 

0 

295  6 

-1 

9.6 

10.7 

17.4 

7 

8.98 

mark 

482  5 

5 

1438.3 

8 

62.7 

3 

183.1 

1 

13.0 

13.3 

22.2 

12 

4.36 

inT 

307.5 

0 

933.2 

3 

33  3 

-20 

92.2 

5 

10.8 

13.4 

7.3 

14 

2.54 

M 

609.2 

10 

1796.2 

14 

52.8 

14 

155  4 

1  1 

8.7 

8.4 

15.4 

1 1 

6.03 

e 

351.6 

15 

101 1.3 

11 

18.6 

5 

52  2 

6 

5.3 

5  8 

7.5 

9 

4.62 

lington  National 

141.2 

-14 

426.9 

-21 

4.4 

NM 

-5.1 

NM 

3.1 

NM 

-7.5 

NM 

-2.1 1 

h  Notional  Insurance 

138.8 

6 

408.6 

7 

12.9 

79 

35.7 

46 

9.3 

5.5 

0.8 

87 

0.18 

NGS&  LOAN 

IP  COMPOSITE 

3600.9 

-9 

11199.6 

-7 

93.1 

NM 

235.9 

63 

2.6 

NM 

0.6 

NM 

0.16 

anson  (H.F.) 

1096.4** 

-10 

3519.0 

-2 

65.1 

5 

181  8 

-5 

5.9 

5.1 

7  6 

1 1 

1.55 

id 

399.5 

-15 

1375.5 

-14 

-50.2 

NM 

-58.5 

NM 

NM 

NM 

-16.6 

NM 

-7.40 

el  Holding 

124.5** 

-7 

400.3 

2 

-32.7 

NM 

-21.2 

NM 

NM 

3.6 

-7  3 

NM 

-5.1 1 

footnotes  on  page  131 

ME  SCOREBOARD  BUSINESSWEEK/NOVEMBER  18,  1991  147 


COMPANY 

SALES 

PROFITS 

t 

MARGINS 

RETURN  ON 

P 

COMMON 

t.r1AINl.7t 

CHANGE 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

mohs 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARIIGS 
1 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1990 

ENDING 

RATIO 

SMIL 

% 

SMIL, 

% 

SMIL 

% 

SMIL 

°° 

'»!' 

9-30 

10-25 

SF'I 

Coast  Savings  Financial 

203.5** 

-27 

695.5 

-15 

6,8 

NM 

31,5 

NM 

3.4 

NM 

10  8 

4 

11 

Dime  Savings  Bank  of  N.Y. 

253  6 

-8 

749  6 

-1 1 

-4,5 

NM 

-40,1 

NM 

NM 

NM 

-1  1.2 

NM 

-21 

Glenfed  (6| 

508,4 

-17 

1422,6 

-24 

17,1 

-5 

-1  18.9 

NM 

3.4 

2.9 

-26.8 

NM 

-6| 

Golden  ^A/est  FinanciQl 

566  4 

1 685  3 

7 

60  7 

4 1 

1 75  Q 

26 

10.7 

8.0 

1  O.J 

1  1 

Metropolitan  Financial 

121.2 

13 

366,2 

15 

12  2 

99 

34,0 

118 

10.1 

5.7 

15  9 

4 

51 

Standard  Federal  Bank 

216  1** 

-6 

652  9 

-4 

15,6 

57 

44,4 

50 

7  O 

/  .Z 

4.  J 

10  9 

8 

1> 

TCF  Financial 

1 1 1.2** 

-4 

332,8 

-6 

3,0 

-28 

7,9 

NM 

2.7 

3  5 

7  6 

1 1 

1  » 

18  OFFICE  EQUIPMENT  &  COMPUTERS 



INDUSTRY  COMPOSITE 

44794.5 

0 

135120.9 

2 

1098.3 

-47 

1810.4 

-72 

2.5 

4.6 

6.8 

29 

1.1 

[a]  BUSINESS  MACHINES  &  SERVICES 

CROUP  COMPOSITE 

3465.3 

10 

10102.6 

10 

177.1 

69 

482.8 

17 

5.1 

3.3 

14.8 

18 

1 

American  Business  Products 

1 1 1.4 

17 

331,3 

14 

4,1 

31 

1  1.6 

16 

3.7 

3  3 

13.9 

15 

2 

Bell  &  Howell 

152.7 

4 

452,7 

3 

-1,4 

NM 

-10.4 

NM 

NM 

NM 

-39.8 

NA 

-8 

CompuCom  Systems 

146.2 

65 

348  8 

49 

18 

69 

3.4 

61 

1.2 

1.2 

17.2 

18 

0 

cue  International  (11) 

133.9 

21 

386  5 

23 

7,3 

88 

19.6 

109 

5  5 

3.5 

387.3 

38 

0 

Deluxe 

362  4 

3 

1 078,7 

5 

45,3 

2 

1 30.2 

1 0 

12.5 

12.5 

26  0 

1 8 

2 

Diebold 

126  7 

10 

361  0 

4 

9,3 

313 

211 

18 

7.3 

2.0 

8  0 

23 

2 

HON  Industries 

161.3 

-1 

438,2 

-1 1 

10,5 

-2 

21.4 

-30 

6.5 

6.6 

24.9 

16 

1 

Intelligent  Electronics  (2) 

460.5 

28 

1313  6 

24 

8,1 

9 

28.6 

43 

1 .8 

2  1 

14,4 

9 

2 

Merisel 

389  1 

27 

1118  6 

34 

3,0 

NM 

5.0 

NM 

0  8 

NM 

4,8 

27 

0 

Miller  (Herman)  (7) 

184  6 

-21 

597  2 

-]  ] 

2,5 

-77 

-5.2 

NM 

1.4 

4  6 

1,9 

71 

d 

Pitney  Bov/es 

813.9 

2 

2426  6 

4 

69,9 

570 

205.2 

57 

8.6 

1.3 

17,1 

16 

Standard  Register 

163.8 

-6 

509  8 

-3 

6,8 

21 

19.7 

-18 

4.1 

3.2 

5,5 

21 

ol 

Tech  Data  (11) 

144.4 

41 

392  9 

29 

2,5 

103 

6.7 

NM 

1.8 

1.2 

15,5 

15 

il 

Wallace  Computer  Services  (5) 

1  14.3 

2 

346,7 

2 

7,3 

-32 

25.8 

-15 

6.4 

9.5 

1 1.3 

12 

1 

(b)  COMPUTERS  &  PERIPHERALS 
GROUP  COMPOSITE 


36621.7 


111272.4 


563.3 


-66 


39.5  -99 


1.5 


4.4 


4.8 


31 


AM  International  (5) 
Amdahl 

Apple  Computer  (3) 
AST  Research  (6) 


218  2 
419  3 
1507.1 
197  1 


-14 
1 1 
45 


643.2 
1312.6 
4633.3 

588.2 


-6 
-13 
14 
38 


7.7 
5.5 
81.2 
16.5 


-10 


-18 
44 


7.1 
23.3 
159.3 
53.5 


NM 
-81 
-54 

48 


3.5 
1.3 
5.4 
8.3 


3.6 
9.5 
7.3 
8.4 


1.0 
6.1 
18.6 
22.7 


20 
18 
20 
10 


Commodore  International  (6)  204  1  2  666  9  9  5.3  -24  19.2  419  2.6  3  5  19  2  8  1 

Compaq  Computer  709.4  -18  2398  0  -8  -70.3  NM  64  3  -80  NM  14  3  10  6  14  2. 

Conner  Peripherals  394.7  4  1182  0  29  17.4  -57  79.2  -4  4  4  10.7  18  3  7  2. 

Control  Data  344.9  -21  1122  0  -11  -8.2  nm  6.6  -75  NM  2.0  -4.0  NM  -0, 


Cray  Research 
Dell  Computer  (11) 
Digital  Equipment  (6) 
Dynatech  (9) 


205  6 
200.0 
3293  1 
121.2 


10 
64 
6 
-4 


545.9 
542.2 
10758.3 
351.7 


-1 
54 
1 1 

-2 


28,1 
12  4 
28.6 
4.0 


2 
94 
9 

-14 


53.4 
31.1 
-726.2 
8.1 


-33 
142 
NM 
-39 


13.7 
6.2 
0.9 
3.3 


14  8 

5.3 
0.8 
3.7 


13.1 
15  8 
-8.1 
8.4 


14 
16 
NM 

13 


Everex  Systems  (5)  118.7  2  320  3  -5  -31,3 

Hev/lett-Packard  (2)  3524.0  9  10662.0  10  192.0 

International  Business  Machines  14433  0  6  42710  0  7  172  0 

Maxtor  (9)  250.0  4  708.1  34  -9.3 


-85 
NM 


-48.3 
630.0 
818.0 
-69.8 


NM 
17 
-77 
NM 


NM 
5  4 
1.2 
NM 


6.4 
5.5 
7.3 
0.7 


-52.1 
1  1.7 
8.6 
-614 


NM 
15 
17 

NM 


Quantum  (9) 
Seagate  Technology  (6) 
Silicon  Graphics  (6) 
Storage  Technology 


244  8 
620  1 
151.7 
298  2 


27 
-2 
31 
12 


786  9  62 

1973  6  0 

449  9  30 

876.4  9 


7.7 
-47.8 
9.4 
21.5 


-58 
NM 

-2 
78 


40.2 
-22.1 
22.4 
56.1 


-17 
NM 
-24 
51 


3.2 
NM 
6  2 

7.2 


9.6 
2.2 
8.3 
4.6 


21.8 
0.2 
8.6 

12.6 


7 
NM 
31 
15 


Stratus  Computer 
Sun  Microsystems  (6) 
Tandem  Computers  (3) 
Tandy  (6) 


1 12.5 
754  9 
509.1 
1052.0* 


320  6  12 

2545  7  27 

1478.4  3 

3047.6  -3 


13  9 
26  8 
2.9 
41.8 


43 
3 

-91 
-19 


32.1 
151.9 
28.2 
97.4 


37 
36 
-69 
-40 


12.3 

3  5 
0.6 

4  0 


9  4 

3  9 
6.3 
4.8 


16.4 
15.0 
2  8 
1 1.0 


19 
13 
37 
1 1 


Unisys 

Wang  Laboratories  (6) 
Xerox 


1972.3 
460  7 
4305.0* 


-18 
-18 
-2 


6234  0  -13 
1451.8  -19 
12963  0  0 


-75.8 
-9.8 
121.0 


NM 
NM 

-2 


-1473.8 

-364.7 
363.0 


NM 
NM 
1 


NM 
NM 

2  8 


NM 
04 

2.8 


NM 
NM 
12.2 


NM 
NM 
1  1 


(c)  COMPUTER  SOFTWARE  &  SERVICE 
GROUP  COMPOSITE 


4707.6 


18 


13745.9 


17 


358.0 


13 


1288.1 


14 


7.6 


7.9 


19.7 


28 


Automatic  Data  Processing  (6)  429.1**  4  13615  4  45.8  10  178.5  7  10.7  10.1  22.0  22  1 

Borland  International  (9)  113.9  13  3219  38  -103  0  NM  -82.6  NM  NM  NM  -52.7  NM  -2, 

Computer  Associates  Intl.  (9)  318  5  3  982  7  6  28,9  3  96,8  -2  9,1  9  0  15,7  10  0, 

Computer  Sciences  (9)  467.4  11  1400.1  12  14.0  3  49.4  -4  3.0  3.3  12.2  17  4. 


Electronic  Data  Systems 

Intergraph 

Lotus  Development 

Microsoft  (6) 


1697.0 
294  0 
218  8 
580.5 


13 

15 
37 
57 


4941.6 
882  8 
579  7 

1594  0 


14 
19 
15 
57 


145.5 
14.5 
21.5 

144.0 


13 
20 
151 
64 


407  1 

54.6 
37.3 
406.2 


12 
25 

-32 
67 


8  6 
4  9 

9  8 
24.8 


8  5 
4.7 
5.4 
23.7 


21.7 
10  3 
1.7 
38.4 


23 
12 
NM 
33 


Novell  (2) 

Oracle  Systems  (7) 

Safeguard  Scientifics 


168.0 
244.7 
175.6 


28 
14 
52 


452  8 
801  3 
427  4 


27 
4 
37 


43.0 
2  4 
1.4 


65 
NM 

-82 


1  1  1.9 
20  0 
8.9 


81 
-47 
-29 


25.6 
1.0 
0  8 


19.9 
NM 

6.8 


26.7 
5  4 
13.5 


43 
NM 
5 
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CORPORATE  SCOREE 


MPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS  - 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

SMIL 

% 

SMIL, 

% 

% 

9-30 

10-25 

SHARE 

PER  &  FOREST  PRODUCTS 

tSTRY  COMPOSITE 

I9S91.1 

-4 

57697.7 

-5 

494.8 

-42 

1562.7 

-49 

2.5 

4.2 

5.5 

26 

1.64 

EST  PRODUCTS 

UP  COMPOSITE 

4308.6 

-2 

12704.7 

-5 

76.0 

-53 

190.1 

-70 

1.8 

3.7 

3.3 

39 

0.79 

e  Cascade 

1016.7 

-4 

2987.3 

-6 

-14.3 

NM 

-63.7 

NM 

NM 

1.3 

-6,1 

NM 

-1.91 

siana-Pacific 

449.5 

0 

1296.9 

-9 

26.5 

25 

47.1 

-50 

5.9 

4.7 

3.6 

36 

1.20 

e  &  Talbot 

124.0 

-12 

386.8 

-1 1 

-0.3 

NM 

3.7 

-84 

NM 

2  5 

0.2 

NM 

0.05 

erhaeuser 

2213.4 

-2 

6572.7 

-5 

50.4 

-44 

172.4 

-49 

2.3 

4.0 

6,0 

24 

1.16 

cmette  Industries 

505.0 

4 

1461.0 

1 

13.6 

-57 

30.6 

-74 

2.7 

6.5 

4.3 

35 

1.68 

ER 


UP  COMPOSITE 

15282.5 

-5 

44992.9 

-5 

418.8 

-39 

1372.6 

-43 

2.7 

4.3 

6.2 

24 

1.95 

ater 

312.0 

-10 

962.6 

-6 

7.1 

-70 

44.0 

-36 

2.3 

6.8 

6.1 

13 

1.62 

mplon  International 

1228.3 

-5 

3571.6 

-7 

10.5 

-83 

29.8 

-85 

0,9 

4.8 

0.8 

78 

0.32 

lOpeake 

219.5 

2 

636.7 

-1 

4.8 

61 

9,7 

-35 

2,2 

1 ,4 

3.7 

43 

0,55 

iolidated  Papers 

217.2 

-8 

667.8 

-7 

19.8 

-42 

70,0 

-38 

9,1 

14,3 

10.5 

16 

2.30 

rgia-Pacific 

2973.0 

-13 

8732.0 

-9 

-27.0 

NM 

-1.0 

NM 

NM 

2.8 

2.1 

76 

0,73 

felter(P.H.) 

142.1 

-6 

426.4 

-9 

17.4 

-14 

55.4 

-1  1 

12,2 

13.3 

18.6 

14 

3.56 

motional  Paper 

3300.0 

0 

9500.0 

-2 

109.0 

-40 

345.0 

-37 

3.3 

5.5 

6.4 

22 

3.33 

es  River  Corp.  of  Virginia 

1  1 18.8 

-13 

3457.4 

-17 

8.5 

NM 

70,5 

336 

0.8 

NM 

NA 

16 

1  32 

jerly-Clork 

1694.6 

8 

5050.0 

6 

126.1 

2 

369.6 

15 

7,4 

7,8 

20.6 

16 

6,01 

d 

1210.8 

-5 

3484.5 

-4 

25.3 

-45 

57.4 

-61 

2,1 

3,6 

1.2 

92 

0,33 

atch 

322.9 

3 

933.1 

-3 

18.2 

-26 

39.6 

-58 

5.6 

7.9 

4.9 

24 

1.53 

t  Paper 

1210.2 

-9 

3653.6 

-7 

28.0 

-57 

87.8 

-56 

2.3 

4.9 

1.7 

77 

0,49 

n  Camp 

768.6 

9 

2221.4 

5 

33.7 

-35 

104.8 

-41 

4.4 

7.3 

8.2 

22 

2  28 

tvaco  (2) 

564.6 

-5 

1695.8 

-4 

37.4 

-21 

89.8 

-36 

6.6 

8.0 

8.3 

18 

2,12 

BUSHING  &  BROADCASTING 

STRY  COMPOSITE 

13371.9 

1 

39924.3 

1 

353.0 

-S3 

1387.4 

-35 

2.6 

5.6 

4.3 

67 

0.62 

IkDCASTING 

UP  COMPOSITE 

2692.5 

1 

8458.8 

-1 

-75.0 

NM 

264.8 

-62 

NM 

7.3 

4.0 

99 

0.69 

rican  TV  &  Communications 

303.6 

9 

909.4 

1 1 

42.4 

32 

1 16.4 

33 

14.0 

115 

24.9 

37 

1.36 

tal  Cities/ABC 

1209.3 

0 

3822,4 

0 

54.0 

-25 

240,3 

-25 

4.5 

5,9 

112 

17 

23.65 

625,6 

-5 

2097  6 

-10 

-169.1 

NM 

-108,1 

NM 

NM 

6,6 

-55  8 

NM 

-13,36 

imedia 

127,4 

6 

381  2 

8 

10.4 

-19 

33.8 

7 

8,2 

10,8 

NM 

16 

1,37 

om 

426.6 

9 

1248.2 

7 

-12.7 

NM 

-17.7 

NM 

NM 

8.8 

-15.5 

NM 

-0  98 

LISHINO 

UP  COMPOSITE 

10679.4 

1 

31465.5 

1 

428.0 

-23 

1122.6 

-21 

4.0 

5.2 

4.3 

59 

0.60 

iated  Publications 

121.9 

-7 

381.3 

-4 

-1,0 

NM 

1,1 

-94 

NM 

3.1 

3.5 

72 

0.1 1 

merce  Clearing  House 

362.4 

148 

1078.7 

96 

-1,5 

NM 

30,1 

-26 

NM 

NM 

13.0 

20 

0.87 

'  Jones 

409.5 

0 

1269.0 

-1 

16,0 

-33 

68  7 

-18 

3.9 

5,8 

6.4 

26 

0,91 

&  Bradstreet 

1099.5 

-5 

3387.6 

-3 

142.4 

2 

355.2 

-5 

13.0 

12.1 

24.1 

17 

2,75 

nett 

819.7 

-1 

2480.8 

-2 

59.5 

-25 

204.6 

-21 

7.3 

9.6 

22.2 

20 

2.08 

court  Brace  Jovanovich 

347.6** 

-5 

726.6 

-2 

60.1 

6 

-45.1 

NM 

17.3 

15.6 

NM 

NM 

-1.38 

qhton  Mifflin 

21 1.2 

18 

388.4 

13 

33.8 

26 

30.7 

17 

16.0 

15.0 

11.1 

19 

1.56 

ht-Ridder 

539.2 

-5 

1648.8 

-4 

28.3 

-23 

85.7 

-20 

5.2 

6.4 

13.4 

19 

2.53 

raw-Hill 

489.5 

-3 

1374.9 

0 

55.1 

-18 

102.7 

-15 

1  1.2 

13  4 

16.1 

17 

3  15 

ia  General 

142.2 

-6 

437.9 

-4 

-78.8 

NM 

-71,3 

NM 

NM 

4.8 

-24.7 

NM 

-2.62 

edith  (6) 

170.0 

-5 

547.5 

0 

2.9 

-68 

15.2 

NM 

1.7 

5,0 

4.9 

27 

1.00 

/  York  Times 

393.4 

-7 

1250.6 

-5 

1.9 

-79 

12.4 

-76 

0.5 

2.2 

2.3 

61 

0.32 

ders  Digest  Association  (6) 

577.5 

10 

1752.8 

13 

54.8 

9 

158.0 

18 

9.5 

9,6 

28,9 

21 

1.78 

>ps  (E.W.) 

317.3 

-1 

945.8 

-1 

14.9 

-15 

39  7 

47 

4.7 

5.4 

9.4 

25 

0  81 

i  Warner 

2940.0 

1 

8631.0 

5 

-62.0 

NM 

-144.0 

NM 

NM 

NM 

-12.8 

NM 

-12  07 

is  Mirror 

897.2** 

0 

2641.8 

-1 

41.0 

-2 

95.0 

-30 

4,6 

4.7 

7.4 

27 

1  09 

jne 

501.1 

-15 

1508.3 

-17 

34.5 

-10 

109.3 

-15 

6  9 

6.5 

-21.4 

NM 

-1.55 

hington  Post 

340.0 

-3 

1013.7 

-5 

26.1 

-30 

74.8 

-44 

7.7 

10.8 

12.6 

19 

9.85 

mCE  INDUSTRIES 

ISTRY  COMPOSITE 

14892.2 

7 

43424.3 

9 

636.3 

-3 

1710.2 

-7 

4.3 

4.7 

14.0 

22 

1.37 

5TRUCTION  &  ENGINEERING 

UP  COMPOSITE 

3913.6 

0 

11514.4 

2 

100.0 

18 

241.0 

-2 

2.6 

2.2 

13.0 

19 

1.70 

gee  Enterprises  (10) 

158.8 

3 

439.0 

-2 

3.9 

-24 

10,0 

-25 

2.5 

3.4 

12.9 

1 1 

1.09 

er  Mfg. 

123.5 

-18 

336.2 

-22 

-2.1 

NM 

-6,7 

NM 

NM 

2.1 

-10.2 

NM 

-0.97 

S(6) 

115.9 

2 

354.4 

-2 

1.1 

-56 

5.0 

-58 

1.0 

2.3 

6.6 

18 

0.54 

G 

745.9 

9 

2048.4 

10 

21.6 

18 

57.5 

9 

2.9 

2.7 

21.1 

14 

2.81 

r|2) 

1613.0 

-9 

5072.7 

-7 

47.5 

48 

103.2 

5 

2.9 

1.8 

14.8 

25 

1.77 

er  Wheeler 

468.3 

3 

1437.6 

26 

9.3 

19 

30  8 

13 

2.0 

1.7 

8.5 

20 

1.18 

nite  Construction 

173.9 

1 

414.3 

4 

8.0 

12 

13.3 

9 

4.6 

4.1 

14.1 

13 

1.72 

rison  Knudsen 

514.4** 

25 

141 1.7 

18 

10.8 

27 

27.9 

!9 

2.1 

2.1 

10.7 

13 

3.13 

JSTRIAL  DISTRIBUTION 

UP  COMPOSITE 

4391.1 

3 

12974.1 

6 

126.8 

-18 

391.2 

-13 

2.9 

3.6 

11.8 

21 

1.39 

et(6) 

412.9 

-6 

1279.0 

-3 

11.0 

-38 

39.5 

-4 

2.7 

4.0 

6.9 

17 

1.54 

rings  (6) 

202.0 

-2 

606.9 

12 

1.0 

-3 

3.6 

-28 

0.5 

0.5 

3.2 

34 

0.61 

uine  Parts 

897.8 

4 

2591.9 

3 

53.0 

2 

148.0 

-2 

5.9 

6.0 

19.1 

16 

2.67 

ly  Petroleum  (11) 

283.7 

-9 

915.2 

5 

-4.9 

NM 

-5.1 

NM 

NM 

NM 

-26.3 

NM 

-1.75 
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COMPANY 


SALES 


3RD 
QUARTER 
1991 
$Mll 


PROFITS 


CHANGE 
FROM 
1990 


9  CHANGE 

MONTHS  FROM 

1991  1990 
S  MIL 


3RD 
QUARTER 
1991 
SMIL 


CHANGE 
FROM 
1990 


MONTHS 
1991 
SMIL 


CHANGE      3RD  3RD 
FROM     QUARTER  QUARTER 
1990         1991  1990 


RFURNON 
COMMON 

EQUITY 
12  MONTHS 

ENDING 
9-30 


12 

PRICE  MONl 
EARNINGS  EARNII 
RATIO  PEI 
10-25  SHA 


Grainger  (W.W.) 

Howell 

Kaman 

Marshall  Industries  (7) 


541.2 
122.7 
189.7* 
137.5 


1557.5 
358.1 
579.7 
424.1 


16 

-6 
~2 


31.6 
-0.4 
4.5 
4.0 


0 
NM 


-19 


93.0 
0,6 
12.9 
12.1 


1 

-84 


-23 


5.8 
NM 
2  4 
2.9 


6.3 
15 
2  4 
3.4 


15.1 
5.2 
9.2 

10.3 


20 
20 


13 


2.3 


1.9 


Office  Depot 
Premier  Industrial  (7) 
Staples  (11) 
TBC 


331  8 
155.3 
1 1  1.5 
138  9 


40 

-3 
73 
2 


959.8 
470,2 
308,2 
377,0 


49 

-1 
66 

-2 


6.2 
17.6 
-0.8 

5.1 


129 

-10 
NM 
6 


7.6 
52  8 

-0.3 
13.0 


-6 
-7 
NM 
4 


19 

1 1,3 
NM 
3.7 


1.1 
12.3 
0.3 
3  5 


5.4 
24.9 

1.5 
21.2 


69 
21 
NM 
14 


0.0 
1.2 


United  Stationers  (4) 

Univar  (10) 

VWR 

Willcox  &  Gibbs 


225  0 
367.4 
1  18.8 
154  9 


705  8 
1063.4 
330.5 
446.9 


-6 
2 
2 
6 


2.8 
-8.6 
3.1 
15 


-10 
NM 
52 
-57 


7.3 
-3.9 
5.7 
4.3 


-20 

NM 

3 

-48 


1.3 
NM 
2.6 
1.0 


13 
1.6 
1.8 
2.3 


5.5 
0.5 
21.8 
1.4 


16 
NM 
14 

72 


I  POLLUTION  CONTROL 


GROUP  COMPOSITE 

2534.0 

20 

7345.2 

30 

251.1 

1 

659.8 

0 

9.9 

11.8 

17.5 

24 

1.: 

Air  &  Water  Technologies  (2) 

157.2 

-4 

478.5 

1  1 

-0.7 

NM 

-26.6 

NM 

NM 

2.5 

-13.7 

NM 

-l.C 

Chemical  Waste  Management 

339.5 

22 

987  8 

30 

33.2 

-34 

88.6 

-31 

9  8 

17.9 

13.7 

27 

O.i 

International  Technology  (9) 

122.4 

22 

338,3 

21 

11. 4 

167 

18.0 

50 

9.3 

4.2 

20.5 

1 1 

O.i 

Waste  Management 

1914.9 

22 

5540.5 

33 

207.2 

9 

579.8 

13 

10.8 

12.2 

19.7 

23 

1.; 

|d|  PRINTING  ft  ADVERTISING 
GROUP  COMPOSITE 


1711.9 


4885.7 


15 


87.6 


225.9 


5.1 


5.5 


14.2 


IS 


Advo-System  (3| 
Banta 

Donnelley  (R.R.)  &  Sons 
Interpublic  Group 


186  2 
144.0 
980  6 
401.0* 


1 1 

-7 
9 
27 


536,8 
418  0 
2776  5 
1 154.3 


9 

-4 
17 
22 


6.3 
8.5 
62  9 

9.9 


15 

-4 
0 
23 


14.8 
20.7 
136.4 
54,0 


16 
-9 
-13 
13 


3  4 

5.9 
6.4 
2.5 


3.3 
5.7 
7.0 
2.6 


26.5 
12.5 
12.7 
18.1 


18 
12 
17 
20 


|e|  OTHER  SERVICES 
GROUP  COMPOSITE 


2341.5 


6705.1 


70.8 


-13 


192.2  -22 


3.0 


3.8 


11.4 


22 


1.0 


Adio  Services  162  9* 

American  Building  Maintenance  (2)  188  2 

CDI  190.4 

Handleman  (8)  166  8 


-20 
14 


477  4 
546  7 
571 ,4 
505.2 


-4 
9 
18 

-5 


2.6 
3.1 
-1.1 
5.5 


-47 
1  1 
NM 
7 


5,9 
7.4 
-5.4 
12.3 


-60 
12 
NM 
-46 


16 
1  6 
NM 
3.3 


2.9 
16 
1.0 
3.5 


4.6 
12.4 

-3.6 
10.1 


31 

13 

NM 
25 


0.6 
2.t 


InaCom 
Kelly  Services 
Olsten 
Pinkerton's 


191,9 
378  0 
216.0* 
146  1 


82 
-2 
37 


427  8  41 

1055,4  -5 

6219  36 

429,7  7 


-09 
1 1.4 
4.2 
3.1 


NM 
-46 
0 
10 


1,2 
29  5 
10,2 

7,3 


-75 
-46 
-17 
26 


NM 
3,0 
1  9 
2,1 


1.3 

5.4 
2.7 
2,1 


4.0 
13.5 

9.5 
10.8 


13 
21 
36 
14 


Rollins  124.5  10  364  8  9  8.6  15  26.3  13  6  9  6.6  31.1  18 

Safety-Kleen  160.0  17  472  4  20  13.2  10  37  7  7  8  3  8  8  12  8  28 

Service  Corp.  International  152.5  18  462,1  10  18.1  40  53,1  10  11,9  10,1  14.3  17 

Volt  Information  Sciences  (2)  121.5  0  343  1  -7  0.9  -69  1,1  -16  0  7  2.4  -1.5  NM 

Wackenhut  142,7  6  427,4  10  2  1  12  5  5  14  15  14  19,3  12 


22  TELECOMMUNICATIONS 


INDUSTRY  COMPOSITE 


42934.8 


2  126949.3 


1409.4 


-61 


8711.5 


-22 


3.3 


8.5 


11.6 


18 


(a)  EQUIPMENT  ft  SERVICES 
GROUP  COMPOSITE 


15705.0 


46476.7 


-1514.4 


NM 


685.3 


-76 


NM 


4.9 


7.0 


38 


0.' 


American  Telephone  &  Telegraph  11043  0  1  32706  0  3  -1799,0  NM  -113.0  NM  NM  7  4  3.8  69  0, 

Communications  Satellite  127  0  13  381.5  12  19,3  57  57,2  14  15.2  10,9  -1.6  NM  -0 

MCI  Communications  2148,0  7  6271.0  10  140,0  NM  407,0  137  6.5  NM  19.1  14  1.5 

Pacific  Telecom  173  5  -7  535  8  14  28  5  44  64.7  -5  16.4  10.6  15.9  12  7.2 

United  Telecommunications  2213  5  5  6582  4  6  96.8  8  269.4  13  4.4  4  3  14  0  15  l.f 


(b)  TELEPHONE  COMPANIES 
GROUP  COMPOSITE 


27229.8 


80472.6 


2923.8 


8026.1 


10.7  10.6 


12.8 


15 


Alltel 

Ameritech 
Bell  Atlantic 
BellSouth 


438,6 
2705,3 
3104  0 
3628  5 


10 
1 

0 
2 


1290,3 
8075  9 
91811 
10751.0 


10 
1 

0 
1 


46,7 
379  4 
382  7 
352,4 


0 
22 
7 
-13 


140,4 
966,3 
1091  4 
1 120,0 


2 
0 
1 

-12 


10,7 
14,0 
12  3 
9,7 


1  1,8 
1  1,7 
1  1.6 
1  1,3 


18.8 
15.8 
14.5 
1 1.4 


15 
13 
13 
16 


Centel 

Cincinnati  Bell 

GTE 

Nynex 


295  3 
285  2 
5362  0 
3271  6 


1 

-3 


881  8 
816  2 
15953  0 
9989,0 


2 
12 
1 

-2 


28,9 
18  8 
462,0 
291.8 


120 

-20 
6 
-2 


86,7 
26,4 
1065,0 
852,1 


134 

-60 
-15 
-4 


9  8 

6,6 
8,6 
8.9 


4,6 

8,9 
8.2 


8.6 
8.3 
13,7 
97 


28 
26 
18 
17 


0.  ; 

1.  / 


Pacific  Telesis  Group                        2499  0  1  7429  0  2  275  0  -4  857.0  3  110  115  13.6  15  2. 

Rochester  Telephone                         182,9  22  505,1  )4  15,6  25  56,5  54  8,5  8.3  12.3  13  2. 

Southern  New  England  Telecomms.    416  7**  2  1223  0  1  38.0  84  92.3  -4  9  1  5  1  11.2  14  2.1 

Southwestern  Bell                           2423  8  2  6809  5  2  363  1  12  840  3  1  15  0  13  7  12.9  15  3.i 

US  West                                            2616.9  5  7567,9  3  269,3  -11  831,8  -2  10,3  12,2  12.5  12  2.5 


23  TRANSPORTATION 


INDUSTRY  COMPOSITE 


29502.5 


84622.9 


297.4 


-56 


-6.3 


NM 


1.0 


2.4 


-7.5 


NM 


-1.1 


(□lAIRLINES 

GROUP  COMPOSITE 


13072.4 


36450.5 


39.8 


NM 


-833.8 


NM 


0.3 


NM 


-60.7 


NM 


-14.1 


Alaska  Air  Group  314,4  6  839,4  6  16,7  -15  11,2  -59  5,3  6.7  -2.0  NM 

AMR  3518,6  15  9482,7  9  70.3  7  -115.0  NM  2,0  2.1  -8.6  NM 

Continental  Airlines  Holdings  1477,4  -2  4172,0  -14  -19.7  NM  -310,1  NM  NM  nm  nm  NM 

Delta  Air  Lines  (6)  2573.0  16  7396.5  12  13.1  nm  -51,9  NM  0.5  NM  -11.3  NM 


-0.: 

-5.1 


Southwest  Airlines 
UAL 

USAir  Group 


355  3 
3234,9 
1598  8 


12 
9 

-3 


962.7 
8751.8 
4845.3 


15.7 
25.0 
-81.4 


-32 
-76 
NM 


18,1 
-79  3 
-306.9 


-65 
NM 
NM 


4.4 

0,8 
NM 


7.3 
3.6 
NM 


2.2 
-11.2 
-47.3 


86 
NM 
NM 


-12.; 
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CORPORATE  SCOREB 


MPANY  SAiES   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


9 

i,.nMiNOC 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE. 

unKITH^' 
(Vi\./iN  1  r\o 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS  ■ 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

SMIL 

% 

SMIL 

% 

SMIL, 

% 

SMIL 

% 

% 

% 

9  30 

10.25 

SHARE 

, ROADS 

UP  COMPOSITE 

8010.6 

2 

23304.3 

57.3 

-90 

495.5 

-66 

0.7 

7.2 

5.6 

33 

1.29 

ington  Northern 

1 155.0 

0 

3367  0 

-4 

68  0 

17 

-360.0 

NM 

5,9 

5.0 

-39,2 

NM 

-4.22 

solidated  Rail 

839  0 

-1 

2405,0 

-5 

78.0 

8 

169.0 

-1 

9,3 

8  5 

8.5 

14 

5  55 

2205,0 

7 

6360  0 

6 

108.0 

7 

280.0 

19 

4,9 

4,9 

10,9 

13 

4,1 1 

ois  Central 

139.8 

7 

409.1 

-2 

17.6 

98 

46.6 

38 

12.6 

6,8 

24,4 

12 

2.31 

sas  City  Southern  Industries 

157.5" 

18 

449.8 

16 

12.3 

-1 1 

32.0 

0 

7.8 

10.3 

10.6 

14 

3.94 

folk  Southern 

1 170.0 

-1 

3350.0 

-4 

150.3 

5 

384,3 

-12 

12.8 

12  1 

10.7 

18 

3.32 

to  Fe  Pacific 

601.3 

6 

1735.4 

1 

29,1 

259 

63,6 

NM 

4.8 

1,4 

3.4 

59 

0.18 

>n  Pacific 

1743.0 

-2 

5228.0 

2 

-406.0 

NM 

-120.0 

NM 

NM 

9.1 

1.3 

NM 

0.29 

MCPODTATIOM  CEDVICE4 

UP  COMPOSITE 

4248.9 

-2 

12804.8 

1 

67.3 

-35 

62.0 

-76 

1.6 

2.4 

3.1 

41 

0.68 

lorne  Freight 

350.1 

16 

1007.9 

17 

8.4 

-20 

23.4 

-16 

2.4 

3.5 

9.7 

18 

1.34 

eral  Express  (7) 

1825.8 

-5 

5604.5 

1 

17.2 

-60 

-57.4 

NM 

0.9 

2.2 

-1.2 

NM 

-0.37 

1  (8) 

506,6 

3 

1541.9 

4 

1 1.2 

-6 

35.8 

-17 

2.2 

2.4 

1  1.7 

12 

2.74 

er  System 

1263.0 

-3 

3746.1 

-2 

25.2 

-14 

44.6 

-36 

2.0 

2.2 

3.5 

30 

0.63 

ty  Industries  (9) 

303.5 

-5 

904.4 

-3 

5.3 

-43 

156 

-25 

1.7 

2.9 

7,6 

24 

1,24 

CKING&  SHIPPING 

UP  COMPOSITE 

4170.5 

4 

12063.4 

4 

133.0 

162 

270.1 

213 

3.2 

1  3 

8.9 

18 

1.61 

(onder  &  Baldwin 

194.9** 

1 

548.3 

-3 

25.8 

16 

64,2 

-30 

13.2 

1 1 .5 

12,7 

13 

1 .90 

'F'icon  President 

604  9 

1 2 

1 780  4 

9 

34  5 

53  6 

11/. 

1 1 

?lino  Freight 

1 78  6 

522  5 

1  4 

-  ^  2 

2  1 

24 

O  1 

A  O 
AY 

r\  At 

U.4  1 

solidated  Freightways 

1016.4 

-6 

3075.9 

-1 

-15.6 

NM 

-33.7 

NM 

NM 

1.1 

-8.5 

NM 

-1.37 

X 

272.2** 

21 

726,6 

16 

22,1 

6 

61  6 

5 

8.1 

9.3 

12.6 

7 

3.74 

^hound  Lines 

209.0 

0 

555.3 

9 

15,4 

65 

-1,1 

NM 

7.4 

4.5 

NA 

NA 

NA 

t  (J.  B.)  Transport  Services 

196.0 

38 

535.3 

27 

9,4 

8 

21,1 

-9 

4.8 

6.1 

14.0 

22 

1.21 

ton 

146.2 

-15 

426.5 

-15 

0.1 

NM 

1.2 

NM 

0.1 

NM 

1.0 

48 

0  16 

dway  Services 

744.3 

6 

2123.5 

5 

315 

-9 

75.8 

3 

4.2 

4,9 

14.9 

18 

3.12 

»w  Freight  System 

608.1 

4 

1769.0 

3 

8.4 

-62 

25.2 

-52 

1.4 

3,8 

8.1 

22 

1,37 

ILITIES  &  POWER 

ISTRY  COMPOSITE 

47149.4 

3 

133876.1 

5 

4726.8 

-18 

12220.0 

-3 

10.0 

12.6 

9.0 

16 

1.89 

TRIC,  WATER  &  COGENERATION 

UP  COMPOSITE 

41732.2 

3 

115750.3 

5 

4678.6 

-18 

11751.0 

-3 

11.2 

14.2 

9.2 

15 

1.93 

gheny  Pov^er  System 

565.3 

1 

1710.1 

-2 

52,1 

12 

162.5 

3 

9  2 

8.3 

1 1.8 

12 

3.65 

irican  Electric  Power 

1286,0 

-4 

3774,0 

-3 

149.3 

6 

423.1 

-1 

1  1.6 

10.6 

11.8 

12 

2,67 

ntic  Energy 

250,4 

14 

597.0 

8 

59,2 

42 

85.8 

17 

23.6 

19  1 

10.8 

12 

3.24 

more  Gas  &  Electric 

700,0 

14 

1850,0 

13 

123.6 

23 

223.9 

27 

17.7 

16,3 

8,6 

15 

2.16 

on  Edison 

392.3 

1 1 

990,1 

6 

68.8 

21 

81.9 

18 

17.5 

16,1 

10.1 

1 1 

1  90 

ilina  Power  &  Light 

787.8 

2 

2060,8 

4 

152.5 

-1 

317.8 

25 

19.4 

19,9 

13.2 

12 

4.1 1 

(erior  Energy 

699.3 

4 

1915,4 

6 

1  10.2 

-4 

227.3 

-10 

15.8 

17,1 

8.8 

10 

1.74 

tro\  &  South  West 

899.0 

4 

2264,0 

9 

181.0 

25 

338.0 

1 

20.1 

16.7 

12.7 

13 

3.84 

fral  Maine  Power 

200,0 

13 

624  3 

10 

13.6 

38 

45,3 

30 

6.8 

5.6 

1 1.3 

10 

1  84 

>rp 

146.7 

8 

434,5 

10 

17.9 

3 

37,3 

6 

12  2 

12  8 

1 1.7 

12 

2.96 

innati  Gas  &  Electric 

350.8 

2 

1  122,7 

6 

50.9 

-18 

172,4 

2 

14.5 

18.2 

13.7 

9 

3.96 

CO 

181.7 

4 

495,2 

7 

39.0 

2 

67,2 

13 

21.5 

21.8 

12.3 

13 

2.15 

Energy 

614,0 

0 

2225.0 

5 

32.0 

NM 

-139,0 

NM 

5.2 

NM 

-65.2 

NM 

-9.36 

monwealth  Edison 

1952,3 

12 

4795.2 

20 

362.2 

8 

524,5 

NM 

18.6 

19.2 

8.6 

16 

2.50 

monwealth  Energy  System 

185,8 

1 

636.7 

6 

3.9 

50 

22  2 

31 

2.1 

1.4 

8.5 

13 

2.70 

solidated  Edison  Co.  of  N.Y. 

1720,3 

7 

4530.3 

4 

303.4 

15 

474.7 

5 

17.6 

16.3 

12.6 

10 

2.45 

norva  Power  &  Light 

238,4 

5 

653.1 

3 

33,8 

-4 

71.7 

0 

14.2 

15.4 

4,2 

35 

0.58 

oit  Edison 

942.8 

6 

2641.6 

5 

163.5 

10 

432  1 

7 

17.3 

16.7 

18,9 

9 

3.47 

linion  Resources 

1063.8** 

6 

2869.2 

6 

194,3 

12 

414.3 

0 

18.3 

17.4 

12,0 

12 

4.32 

227.5 

7 

744.9 

7 

26.6 

-34 

1  10.4 

-14 

1 1.7 

18.9 

12,4 

1 1 

1.95 

332  0 

9 

910.0 

6 

45.4 

9 

113  4 

9 

13  7 

13.7 

12.2 

12 

2.49 

e  Power 

1096,4 

-1 

2876.7 

2 

207.8 

-3 

483.6 

6 

19,0 

19.3 

13.0 

12 

2.51 

da  Progress 

589,4 

0 

1574.1 

3 

75.7 

-1 

160.2 

1 

12.8 

13.0 

11.7 

13 

3  43 

Group 

1518.3 

2 

4068.2 

6 

197.9 

43 

364.8 

22 

13.0 

9.3 

12.4 

15 

2.33 

eral  Public  Utilities 

904.4 

1 1 

2499.0 

10 

101.5 

-9 

253.7 

-2 

1 1.2 

13,7 

12.2 

10 

2-47 

States  Utilities 

499.5 

2 

1290.0 

0 

67.2 

1 1 

102.5 

NM 

13,5 

12,4 

2.2 

23 

0.38 

tfoiian  Electric  Industries 

274.1 

13 

821.3 

12 

16.7 

-9 

46.0 

-2 

6,1 

7,5 

7.6 

19 

1.90 

ois  Power 

381.0 

-10 

1050.6 

0 

63.9 

-21 

92.0 

29 

16,8 

19,0 

-6.4 

NM 

-1.19 

CO  Enterprises 

177.1 

6 

490.5 

6 

33.9 

8 

83  9 

1 

19.1 

18.9 

13.2 

12 

2.65 

tucky  Utilities 

157.3 

4 

446.4 

8 

24.9 

4 

67.5 

9 

15.9 

15.8 

14.7 

12 

2.16 

E  Energy 

187.8 

0 

544.1 

3 

36.3 

6 

80,0 

13 

19.3 

18.2 

12.5 

12 

3.85 

itana  Power 

208.0** 

20 

669.9 

14 

13  9 

84 

67.2 

22 

6.7 

4.4 

12.8 

1 1 

2.06 

ado  Power 

184.4 

9 

415.7 

1 1 

31.0 

-3 

34.9 

-19 

16.8 

18.9 

3.2 

37 

0,47 

V  England  Electric  System 

506.5 

6 

1520.2 

10 

47.1 

-72 

145.3 

-39 

9.3 

34.7 

12.0 

12 

2,63 

V  York  State  Electric  &  Gas 

349,6 

6 

1 166.6 

3 

29.4 

32 

145.7 

7 

8,4 

6.7 

10.6 

1 1 

2.40 

garo  Mohawk  Power 

734,4 

8 

2533.9 

7 

40.8 

-32 

208.3 

1  1 

5,6 

8.8 

3.0 

38 

0.46 

SCO  Industries 

323,4 

2 

1 106.2 

1 

28.3 

1 

100.6 

6 

8.7 

CO 
CD 

13.0 

13 

1.91 

theast  Utilities 

692.7 

3 

2031.0 

4 

78.1 

1 

219,3 

6 

1 1.3 

1  1.4 

12.1 

1 1 

2.04 

thern  States  Power 

589  1 

12 

1667.7 

6 

89.3 

29 

170.1 

6 

15.2 

13.1 

12.0 

13 

2.94 

D  Edison 

618.4 

8 

1771.1 

7 

70.4 

-1 

213.6 

-17 

11.4 

12.5 

8.7 

14 

1.42 
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COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

f  ^ 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

3RD 

3RD 

PRICE- 

MONTI 

if. 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNIh 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

1991 

1990 

ENDING 

RATIO 

PER 

$  MIL 

S  MIL 

S  MIL 

S  MIL 

% 

% 

SHAR 

Oklahoma  Gas  &  Electric 

426.6 

10 

1030.2 

8 

75,3 

3 

121.7 

2 

1 7  6 

1 9  0 

15.9 

1  1 

3.4: 

Orange  &  RocklancJ  Utilities 

143V 

0 

438.5 

4 

16.4 

-6 

36.6 

6 

1 1.4 

12,1 

12.5 

10 

3.6' 

Pacific  Gas  &  Electric 

2520.3 

-3 

7143.1 

2 

334.6 

-15 

779.5 

1 

13  3 

15,2 

12.1 

14 

2.1i 

Pennsylvania  Power  &  Light 

630.7 

8 

1889.4 

6 

80.9 

-2 

263.7 

2 

12.8 

14,2 

13.5 

12 

4.0 

Philadelphia  Electric 

1067.7 

7 

3016.1 

8 

173.4 

NM 

442  3 

587 

16  2 

0  6 

10  8 

12 

1.9 

p 

Pinnacle  West  Capital 

474.7 

0 

1 169  5 

-6 

85  9 

36 

121.8 

29 

18.1 

13,3 

6.3 

12 

11 

Portland  General 

206.3 

10 

640.3 

4 

2  8 

-92 

46.0 

-43 

1.4 

18  7 

8  3 

10 

1.4: 

) 

Potomac  Electric  Power 

562.7 

10 

1213  3 

10 

132.9 

16 

182,6 

21 

23.6 

225 

11.4 

13 

1.8 

PSi  Resources 

275.0 

7 

783.4 

5 

30.5 

-7 

94.6 

-5 

111 
11.1 

12,7 

16.5 

9 

2.0. 

Public  Service  Co.  of  Colorado 

379  7 

4 

1321  3 

2 

34.3 

0 

91  6 

-14 

9.0 

9  4 

12.1 

1 1 

2.1. 

Public  Service  Co.  of  New  Mexico 

199.2 

-1 

633  0 

-3 

8,9 

10 

20.6 

687 

45 

4,0 

1.2 

42 

0.2 

; 

Public  Service  Enterprise  Group 

1258.6 

6 

3825.8 

7 

179,0 

-5 

476.5 

7 

14.2 

15,9 

12.2 

1 1 

2.5' 

t 

Puget  Sound  Power  &  Light 

208.9 

7 

701  9 

5 

21,8 

18 

103  2 

8 

1  u.o 

o 

13.7 

1 1 

2.3 

Rochester  Gas  &  Electric 

195  6 

4 

623.9 

2 

17,3 

1 1 

43  1 

3 

8.8 

8,3 

9.5 

12 

1.7, 

San  Diego  Gas  &  Electric 

451.7 

0 

1306.5 

0 

53,5 

-2 

160.5 

0 

1 1.8 

12,1 

14.9 

12 

3.5. 

r 

Scana 

309.8 

-2 

864.0 

-1 

51,4 

-50 

1 17.7 

-29 

16.6 

32,5 

13.6 

12 

3.2 

SCEcorp 

2250.8 

0 

5615  9 

3 

258  8 

-13 

619  4 

-3 

1  1  .0 

1  o ,  1 

13.5 

12 

3.5 

Southern 

2363.2 

-3 

6161.9 

1 

399,0 

84 

761.1 

26 

16.9 

8,9 

11.4 

12 

2.4: 

Southwestern  Public  Service  (4) 

202.8 

-4 

542.0 

-5 

36  4 

4 

84  6 

4 

17.9 

16,5 

16.2 

12 

2.6 

J 

Teco  Energy 

324.2 

5 

867.7 

5 

50,2 

9 

1  16.1 

2 

15.5 

15,0 

16.6 

15 

2.4 

Texas  Utilities 

1449  7 

3 

3741  6 

10 

-735,2 

NM 

-4000 

NM 

ZO.D 

-6  3 

NM 

-1.9] 

TNP  Enterprises 

132,9 

14 

339,7 

12 

12,0 

28 

18.7 

20 

o  n 

y  .u 

Q  n 

0,U 

10.6 

7 

2.21 

Tucson  Electric  Power 

181.2 

1 1 

442.4 

7 

-365  5 

NM 

-461.8 

NM 

NM 

NM 

NM 

NM 

-27.4J 

Union  Electric 

687.9 

5 

1680.4 

5 

166,9 

8 

307.2 

10 

24.3 

23,6 

15.1 

1  1 

3  oj 

w 

United  Illuminating 

167  6 

3 

489.1 

1 1 

13,8 

-40 

43  2 

3 

8  2 

14,2 

12.9 

10 

3.6] 

Wheelabrator  Technologies 

286  0 

-5 

838  6 

-2 

29,4 

NM 

97.2 

261 

10.3 

NM 

18.0 

19 

1  4j 

Wisconsin  Energy 

364.2 

7 

1  1  37, 1 

6 

51,5 

3 

1 45.6 

1 

14.1 

14  6 

1 3.3 

1 3 

2.71 

WPL  Holdings 

152.2 

5 

477,2 

5 

1 8,8 

0 

49.9 

0 

12.4 

13.1 

13.4 

1 3 

2.2I 

Zurn  Industries  (9) 

1 30  0 

-26 

429,4 

-16 

6,7 

4 

21 .8 

0 

5.1 

3.7 

12.2 

1 4 

2.4J 

|b)  GAS,  OIL  &  TRANSMISSION 

CROUP  COMPOSITE 

5417.1 

2 

18125.8 

8 

48.2 

616 

469.0 

10 

0.9 

0.1 

5.8 

29 

1.l{ 

1' 

Eastern  Enterprises 

183.4 

1 

739.4 

4 

-3.7 

NM 

26.2 

-47 

NM 

NM 

7.7 

15 

1.8| 

Enron 

3284.1 

5 

9926.5 

17 

30.7 

1  19 

177.1 

19 

0.9 

04 

12  1 

18 

4.01 

622  0 

-3 

2039  1 

] 

-13  3 

1 5  2 

-68 

NM 

NM 

4  8 

30 

0  5J 

Nicor 

171.8 

0 

1048  6 

-2 

8,4 

-18 

71.1 

-4 

4.9 

5.9 

15.4 

12 

3.7] 

Panhandle  Eastern 

431  0 

-17 

1750,5 

-18 

15,9 

NM 

54.8 

204 

3.7 

NM 

-16.9 

NM 

-2.2 

Sonat 

294  8 

-1 

1  136  1 

8 

4,4 

-70 

62.2 

-1 

1.5 

4  9 

9.3 

17 

2.5: 

Williams 

430  0 

23 

1485  6 

16 

5  7 

NM 

62  5 

152 
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NM 

9.9 

14 

2  4 

1  ' 
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A&P  lOc 

Abbott  Laboratories  12d 
Adia  Services  21e 
Advanced  Micro  9d 
Advo-System  21d 
Aetna  Life  &  Casualty  17b 
Affiliated  Pubs  20b 
Ahmanson(H  F  )  17e 
Air  &  Water  Techs  21e 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23a 
Albany  International  ISd 
Alberto^ulver  6d 
Albertson's  10< 
Alcoa  16a 

Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24o 
Allergon  12b 
AlliantTechsystems  15a 
Allied-Signal  5 
Alltel  22b 

AM  International  18b 
Amox 16a 
Amdahl  18b 
Amerodo  Hess  lib 
American  Brands  6e 
American  Building  21e 
Americon  Business  18a 
American  Cyanomid  4 


American  Electric  24a 
American  Express  17a 
American  Fomily  17b 
American  General  17b 
American  Greetings  14d 
American  Home  12b 
American  Intl  Group  17b 
American  Maize  10b 
Americon  National  17b 
Americon  President  23d 
American  Stores  lOe 
Americon  TV  20a 
Amerifech  22b 
AmeriTrust  3b 
Ameron  13a 
Ames  Dept  Stores  8 
Ametek  9c 
Amgen  12b 
Amoco  lib 
AMP  9d 
AMR  23a 
Analog  Devices  9d 
Anheuser-Busch  6c 
Apache  lib 
Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Moterials  ISc 
Arco  Chemical  4 
Argonaut  Group  17b 
Armco  16b 
Armstrong  World  6b 
Arvin  Industries  2b 
Asarco  16c 


Ashland  Cool  11a 
Ashland  Oil  lib 
AST  Research  18b 
AT&T  22a 
Atlantic  Energy  24o 
Attanhc  Richfield  lib 
Automatic  Data  18c 
AutoZone  8 
Avery  Dennison  15a 
Avnel  21b 
Avon  Products  6d 
Aztar  14c 

B 


Baker  {J  ]  8 
Boll  7a 

Baltimore  G&E  24a 
Bone  One  3b 
Bancorp  Hawaii  3d 
Bandog  2c 
Bank  of  Boston  3a 
Bonk  of  New  York  3a 
BonkAmerica  3d 
Bonkers  Trust  New  York  3a 
Bonta  21d 
Bard(C  R  )  12d 
Barnes  Group  13a 
Barnett  Bonks  3c 
Baroid  11c 
Bousch&Lomb  12d 
Baxter  International  12d 
Bear  Steams  17a 
Beorings  21b 
Beckman  Instruments  9€ 


Bell  &  Howell  18a 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 

Bergen  Brunswig  12a 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12c 
Bindley  Western  12a 
Birminghom  Steel  16b 
Black  &  Decker  15b 
Bloir  8 

Block  (H&R)  17a 
Block  Drug  6d 
Blockbuster  Ent  14b 
Blount  15a 

Bootmen's  Boncshores  3b 
Bob  Evans  Forms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 

Borland  InH  18c 
Boston  Edison  24a 
Bowater  19b 
Briggs  &  Strotton  15c 
Brinker  International  14a 
Bristol-Myers  Squibb  12b 
Brown  Group  6a 
Brown-Formon  6c 
Bruno  s  10c 
Brunswick  14d 
Burlington  Northei 
Burlington  Ri 
Butler  Mfg  21a 
BWIP  15c 


23b 
lib 


C&S/Sovron  3c 
Caesars  World  14c 
Caldor  8 
Col  Fed  17c 
Compbell  Soup  10b 
Copitol  Citres/ABC  20a 
Cardinal  Distribution  12a 
CoHisle  15a 

Carnival  Cruise  Lines  14d 
Corolino  Freight  23d 
Corolino  Power  24a 
Carpenter  Tech  16b 
Corter  Howley  Hole  8 
Carter-Wallace  12b 
Cosey's  General  lOc 
Caterpillar  15c 
CBS  20a 
CDI  21e 
Centel  22b 
Cenferior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Central  Maine  Power  24a 
Champion  Intl  19b 
Charming  Shoppes  8 
Chose  Manhattan  3a 
Chemicol  Banking  3a 
Chemical  Waste  21c 
Chesopeoke  19b 
Chevron  lib 
Chrysler  2o 
Chubb  17b 


Church  &  Dwight  6d 
Cigna  17b 
Cilcorp  24a 
Cincinnati  Bell  22b 
Cincinnati  G&E  24a 
Cipsco  24a 
Circle  K  lOc 
Circuit  City  Stores  6b 
Circus  Circus  14< 
Citadel  Holding  17c 
Citicorp  3a 
Clark  Equipment  15b 
Clorox  6d 
CMS  Energy  24a 
Coast  Savings  17c 
Coastal  lib 
Coco-Colo  6c 
Coco-Colo  Bottling  6c 
Coco-Colo  Enterprises  6c 
Colgate-Palmolive  6d 
Comerico  3b 
Commerce  Clearing  20b 
Commercial  Metals  16b 
Commodore  Intl  18b 
Commonweolth  Ed.  24a 
Comm  Energy  24a 
Commtron  14b 
Compaq  Computer  18b 
CompuCom  Systems  18a 
Computer  Associates  18c 
Computer  Sciences  18c 
Comsat  22a 
ConAgra  10b 


Conner  Peripherals  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightwoys  23d 
Consolidated  Papers  19b 
Consolidated  Roil  23b 
Consolidated  Stores  8 
Constor  Interrotional  7a 
Continental  Airlines  23a 
Continental  Bonk  3b 
Continentol  Medical  12c 
Control  Data  18b 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
CoreStcrtes  Financial  3a 
Corning  15a 
Costco  Wholesale  8 
CPC  International  10b 
Crone  15a 
Crawford  17a 
Cray  Research  18b 
Crestor  Finonciol  3c 
Crompton  &  Knowles  4 
Crown  Cork  &  Seol  7a 
CRSS  21a 
Crystol  Brands  6a 
CSX  23b 

cue  International  18a 
Culbro  6e 
Cummins  Engine  2b 
Curtice-Bums  Foods  10b 
Cyclops  Industries  16b 
Cyprus  Minerals  16c 


Dairy  Mort  lOc 
Dona  2b 
Donoher  15b 
Dart  Group  5 
Dayton  Hudson  8 
Dean  Foods  10b 
Deere  15c 
Delchamps  10« 
Dell  Computer  18b 
Delmorvo  Power  24 
Delto  Air  Lines  23a 
Delta  Woodside  1. 
Deluxe  18a 
Detroit  Edison  24a 
Dexter  4 
Dial  5 
Diamond  Shamrock 
Diebold  18a 
Digital  Equipment  11 
Dillord  8 
Dime  Savings  Bark  1 
Dixie  Yams  15d 
Dole  Food  10b 
Dollar  Gerierol  8 
Dominion  Resources  itf 
Donaldson  2b 
Donnelley  (R  R.)  21* 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20b 
DPL  24a 
DOE  24a 

Continued  on  pi 
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Art 


TkE  Rigjj  Of  Ageing  Gracefully. 


With  age  there  comes 
maturity,  character, 
clarity,  taste  and  finally, 
the  proper  degree  of 
mellowness.  Admirable 


) !(  I  M  I  \   II 1  H  i  '< 


Cognac.  LXrt  De  mBSiell. 


I  I "13. 
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Dresser  Industries  11< 
Drug  Emponum  12a 
Ou  Pont  4 
Duke  Power  24a 
Dun  &  Brodstreet  20b 
Duroceli  International  15a 
DurrFillauer  Medical  12a 
DWG  15d 
Dynatech  18b 


E-Systems  9b 
Eagle-Richer  Industries  2b 
Eastern  Enterprises  24b 
Eastmon  Kodak  14d 
Eaton  2b 
Echlin  2b 
Eckerd(Jack)  12a 
Ecolab  6d 
Edison  Brothers  8 
Edwards  (A  G.)  17a 
EG&G  21a 
Electronic  Data  18c 
Engelhard  4 
Enron  24b 
Enserch  24b 
Equifax  17a 
Ethyl  4 

Everex  Systems  18b 
Exxon  lib 


Family  Dollar  Stores  8 
Fay's  12a 
Federal  Express  23c 
Federal  Home  Loan  17a 
Federal  Natl  Mtg  17a 
Federal  Paper  Board  7b 
Federal  Signal  2a 
Ferro  4 

FHP  International  12« 

Fieldcrest  Cannon  15d 

Figgie  International  5 

Fina  lib 

Fingerhut  8 

First  Bank  System  3b 

First  Chicogo  3b 

First  Fidelity  3a 

First  Financial  Mgml  17a 

First  Interstate  Bancorp  3d 

First  Mississippi  4 

Firstof  America  Bonk  3b 

First  Union  3c 

Firstor  3b 

Fisher-Price  14d 

Fleet/Norstar  3a 

Fleetwood  Ents  14d 

Fleming  lOa 

Florida  Progress  24a 

Flowers  Industries  10b 

Fluor  21a 

FMC  15c 

Food  L.on  lOc 

Foodoromo  lOc 

Ford  Motor  2a 

Forest  City  13b 

Foster  Wheeler  21a 

Foundation  Health  12c 

FPL  Group  24a 

Freeporl-McMoRon  4 

Freeport  Copper  16c 

Fruit  of  the  Loom  6a 

Fuller  [H  B  )  4 


Gannett  20b 

Gap  8 
Gatx  23d 
GenCorp  1 
Genentech  12b 
General  Ctnemo  5 
Generol  Dynamics  1 
Generol  Electric  5 
General  Mills  10b 


General  Motors  2a 
General  Public  Uts  24o 
Generol  Signal  15c 
Genesco  8 
Genuine  Ports  21b 
Georgia  Gulf  4 
Georgio-Pacific  19b 
Gerber  Products  10b 
Getty  Petroleum  21b 
Giant  Food  10c 
Gillette  6d 
Glatfelter(P  H  )  19b 
Glenfed  17c 
Golden  West  17c 
Goodrich  [B.F  l  4 
Goodyear  Tire  2< 
Goulds  Pumps  15c 
Grace  (W  R  )  4 
Grainger  (W  W  )  21b 
Granite  Construction  21a 
Great  A&P  lOc 
Great  Lakes  Chemical  4 
Greyhound  Lines  23d 
Grossman's  8 
Grow  Group  4 
Grumman  1 
GTE  22b 
Guilford  Mills  15d 
Gulf  States  Utilihes  24a 


Ingersoll-Rand  15c 
Inland  Steel  16b 
Inspirotion  Resources  16< 
Intel  9d 

Intelligent  Electronics  18a 
Interco  6b 
Interface  15d 
Intergraph  18c 
Interlake  15c 
International  Flavors  6d 
InH  Multifoods  10b 
InternoHonol  Poper  19b 
Internotional  Specialty  4 
International  Tech  21c 
Interpublic  Group  21d 
Interstate  Bakeries  10b 
Ipaico  Enterprises  24a 
Itel  5 

in  5 


Handleman  21e 
Handy  &Horman  16c 
Hanno(M,A.)  4 
Honnoford  Brothers  10c 
Harcourt  Brace  20b 
Horley-Davidson  14d 
Harmon  International  14d 
Harnischfeger  15c 
Horns  9b 
Harsco  15a 
Hartford  Steam  17b 
Hartmarx  6a 
Hosbro  14d 
Hawoiion  Electric  24a 
Hechinger  8 
HeekinCan  7a 
Heilig-Meyers  6b 
Heinz  (H  J  )  10b 
Helene  Curtis  Industries  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Highland  Superstores  6b 
Hillenbrand  15a 
Hillhaven  12c 
Hills  Department  Stores  8 
Hilton  Hotels  14c 
Holly  lib 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 
Harmel  (Geo  A  )  10b 
Houghton  Mifflm  20b 
Howell  21b 
Hubbell  9a 
Huffy  14d 
Hughes  Supply  13a 
Humana  12c 
Hunt  (J  B  )  23d 
Huntington  Boncshores  3b 

I 


IBM  18b 
IBP  10b 

ICN  Phormoceuticals  12b 
Illinois  Central  23b 
Illinois  Power  24a 
Illinois  ToolWorks  15a 
IMC  Fertilizer  4 
Imecero  Group  12d 
Imo  Industries  9c 
Imperial  Holly  10b 
InaCom  21e 


James  River  19b 
Jomeswoy  8 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jostens  15a 

K 


Kmart  8 

Kaiser  Aluminum  16a 
Kaman  21b 
Kansas  Cily  Southern  23b 
Karcher  (Corl)  14a 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kemper  17b 
Kennametal  15b 
Kentucky  Utilities  24a 
Kerr-McGee  lib 
KeyCorp  3a 
Keystone  InH  ISa 
Kimball  International  6b 
KimberlyClark  19b 
Knight-Ridder  20b 
Kroger  10< 


LA.  Gear  6a 
La-Z-boy  Choir  6b 
Loforge  13a 
Londs'  End  8 
Leggett  &  Piatt  6b 
Leslie  Fay  6a 
LG&E  Energy  24a 
Lifetime  12c 
Lilly  (Eli)  12b 
Limited  8 

Lincoln  National  17b 
Litton  Industries  9b 
Uz  Cloibome  6a 
Lockheed  1 
Loctite  4 

Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 
Louisiana  Land  lib 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubrizol  4 
Lukens  16b 
Lyondell  4 

M 


Magmo  Copper  16< 
MagneTek  9a 
Monor  Core  12c 
Monufacturers  Hanover  3a 
Manufacturers  Natl  3b 
Manville  13a 
Mopco  lib 


Marion  Merrell  Dow  12b 
Mark  IV  Industries  15a 
Marnott  14c 
Marsh  &  McLennan  17a 
Marshall  Industries  21b 
Martin  Marietta  1 
Masco  6b 
MaHel  14d 
Maxtor  18b 
Maxus  Energy  lib 
Moxxom  16a 
May  Deportment  Stores  8 
Maytag  6b 
McCormick  10b 
McDonalds  14a 
McDonnell  Douglos  1 
McGraw-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
Mead  19b 
Medio  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merisel  18a 
Merrill  Lynch  17a 
Merry -Go-Round  8 
Metropolitan  Find  17c 
Meyer  (Fred)  8 
Michael  Foods  10b 
Michigon  National  3b 
Micron  Technology  9d 
Microsoft  18c 
Midlantic  3a 
Miller  (Herman}  18a 
Millipore  9c 
Mine  Safety  12d 
Minnesoto  Mining  15a 
Mirage  Resorts  14< 
Mitchell  Energy  lib 
MNC  Financial  3a 
Mobil  lib 
Modine  Mfg  2b 
Molex  9d 
Monsanto  4 
Montono  Power  24a 
Morgan  (J  P.)  3a 
Morgan  Stanley  17a 
Morrison  14a 
Morrison  Knudsen  21a 
Morton  Internattonol  4 
Motorola  9b 
Multimedia  20a 
Murphy  Oil  lib 

N 


Nacco  Industries  11a 
Naico  Chemical  4 
Nashua  7b 
National  City  3b 
Natl  Convenience  lOc 
National  Health  12c 
National  Intergroup  5 
Notional  Medical  12c 
National  Semicond  9d 
National  Service  9a 
Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 
NCNB  3c 

Neimon  Morcus  Group  8 
Nevada  Power  24o 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
NewmontGold  16c 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 


Nipsco  Industries  24a 

Provident  Life  17b 

Southwest  Airlines  23a 

NL  Industries  4 

PSI  Resources  24a 

Southwestern  Bell  22b 

Nordstrom  8 

PS  Co  of  Colorado  24a 

Southwestern  PS  24a 

Norfolk  Southern  23b 

PS  Co  ofNewMex  24a 

Spiegel  8 

Northeast  Utilities  24a 

Public  Service  Ent  24a 

Springs  Industries  15d 

Northern  States  24a 

Puget  $ound  Power  24a 

SPX  15b 

Northern  Trust  3b 

A 

u 

St  Paul  17b 

Northrop  1 

Standard  Federal  17c 

NorwesI  3b 

Quaker  Oats  10b 

Standard  Motor  2b 

Novell  18c 

Quaker  State  lib 

Stondard  Products  2b 

Nucor  16b 

Quonex  16b 

Standard  Register  18a 

Nynex  22b 

Quantum  18b 

Stondex  IntI  13a 

A 

Quantum  Chemical  4 

Stanhome  6d 

w 

OVC  Network  8 

Stanley  Works  15b 

Occidentol  Pet.  lib 

R 

Stoples  21b 

Office  Depot  21b 

State  Street  Boston  3a 

Ogden  S 

Ralston  Purina  10b 

Stewort  &  Stevenson  15c 

Ohio  Edison  24a 

Raychem  9a 

Stone  Contoiner  7h 

OklohomoG&E  24a 

Roytheon  9b 

Stop  &  Shop  lOc 

Clin  4 

Readers  Digest  20b 

Storoge  Technology  18b 

Olsten  21e 

Reebok  Internotional  6a 

Strotus  Computer  18b 

Oracle  Systems  18c 

Republic  New  York  3a 

Strawbridge  &  Clothier  8 

Orange  &  Rocklond  24a 

Reynolds  Metols  16a 

Stride  Rite  6a 

Oryx  Energy  lib 

Rhone-Poulenc  Rorer  12b 

Student  Loon  Mktg  17a 

Oshkosh  B  Gosh  6a 

Richfood  Holdings  10a 

Sun  Microsystems  18b 

Owens  &  Minor  12d 

Rite  Aid  12a 

Sundstrond  1 

Owens-Corning  13a 

RJR  Nabisco  6e 

SunTrust  Bonks  3c 

Oxford  Industries  6a 

Roadway  Services  23d 

Super  Food  Services  10a 

P 

Rochester  G&E  24a 

Super  Rite  10a 

Rochester  Telephone  22b 

Super  Valu  Stores  10a 

Poccor  2a 

Rohm&Haos  4 

Supermarkets  Gen  10c 

Pacific  G&E  24a 

Rohr  Industries  1 

Syntex  12b 

Pocific  Telecom  22a 

Rollins  21e 

Sysco  lOa 

Pacific  Telesis  Group  22b 

Rose  s  Stores  8 

T 

PoineWebber  Group  17a 

Ross  Stores  8 

Pall  5 

RPM  13a 

Tombrands  6d 

Pamida  Holdings  8 

Rubbermaid  15o 

Tandem  Computers  18b 

Panhandle  Eastern  24b 

Ruddick  10c 

Tondy  18b 

Paramount  Comms  14b 

Russell  6a 

TBC  21b 

Porker  Hannifin  ISa 

Ryder  System  23c 

TCF  Financial  17c 

Penn  Central  5 

Rykoff-Sexton  10a 

Tech  Data  18a 

Penn  Traffic  lOc 

R/land  Group  13b 

Teco  Energy  24a 

Penney  |J  C  )  8 
Pennsylvania  Power  24a 

Tecumseh  Products  13a 

Tektronix  9c 

Pennzoil  lib 

Safeco  17b 

Teledyne  5 
Teleflex  1 

Pentoir  15c 

Safeguord  Scientifics  18c 

Pep  Boys  8 

Safety-Kleen  21e 

1  empie-lnlona  7n 

PepsiCo  6c 

Safeway  10c 

Teradyne  9c 
Texaco  lib 

Perkin-Elmer  9c 

Salomon  17a 

Perry  Drug  Stores  12a 

Son  Diego  G&E  24a 

Texas  Industries  13a 

Pet  10b 

Santo  Fe  Pacific  23b 

Petrie  Stores  8 

Sara  Lee  10b 

Texas  ["^Jlj^'^^^l^*' 

Pfizer  12b 

Scono  24a 

Tex^on  5 

Phelps  Dodge  16c 

SCEcorp  24a 

Thiokol  1 

PHH  23c 

Schering-Plough  12b 

Thomos  &  Betts  9a 

Philadelphia  Electric  24a 

Schlumberger  11c 

Philip  Morns  6e 

Schulman  (A  )  4 

3M  15a 

Phillips  Petroleum  lib 

Schwab  (Charles!  17a 

Tiffany  8 

Phillips-Van  Heusen  6a 

Scott  Paper  19b 

Time  Warner  20b 

PHM  13b 

Scripps(E  W  )  20b 

Times  Mirror  20b 

Pic  'N'  Save  8 

Seaboard  10b 

Timken  15c 

Pier  1  Imports  6b 

Seagate  Technology  18b 

TJX  8 

Pinkerton's  21e 

Sears,  Roebuck  8 

TNP  24a 

Pinnocle  West  24a 

Seowoy  Food  Town  10c 

Torchmork  17b 

Pioneer  Hi-Bred  10b 

Security  Pacific  3d 

Toro  6b 

Pitney  Bowes  18a 

Service  Corp  IntI  21e 

Tosco  lib 

Pittston  11a 

Service  Merchandise  8 

Toys 'R'  Us  8 

Pittway  S 

Show  Industries  15d 

Tredegor  Industries  15a 

Ply  Gem  Industries  13a 

Showmut  Notionol  3a 

Tribune  20b 

PNC  Financial  3a 

Sherwin-Williams  13a 

Trinity  Industries  23c 

Polaroid  14<l 

Shoney  s  14a 

Tnnova  15o 

Pope  &  Talbot  19a 

Signet  Banking  3c 

TRW  5 

Portland  General  24a 

Silicon  Graphics  18b 

Tucson  Electric  24a 

PoHatch  19b 

Sizzler  Internotional  14a 

Tultex  6a 

Potomac  Electric  24a 

Smith  |A  O  )  2b 

Tyco  Loboratories  15c 

PPG  Industries  13a 

Smith's  Food  &  Drug  10c 

Tyco  Toys  14d 

Precision  Costporls  16c 

Smithfield  Foods  10b 

u 

Premork  International  5 

Smucker  |J  M  )  10b 
Snap-on  Tools  15b 

Premier  Industrial  21b 

U,  S.  Boncorp  3d 

Preston  23d 

Society  3b 

U  S  Healthcare  12c 

Price  8 

Sonot  24b 

U  S  Home  13b 

Primerico  17a 

Sonoco  Products  7b 

US  Shoe  8 

Procter  &  Gamble  6d 

Southdown  13a 

U  S.Surgicol  12d 

Progressive  17b 

Southern  24a 

UAL  23a 

Promus  14c 

So  New  Eng.  Tel  22b 

UJB  Financial  3a 

Unifi  15d 
Union  Bank  3d 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a  .  >i 
Union  Pacific  23b 
Union  Texos  lib 
Unisys  18b 
United  Illuminating 
United  Stationers  2' 
United  Technologies 
United  Telecomms.  !| 
Unitrin  17b 
Univor  21b 
Universal  6e 
Universol  Health  13 
Unocal  lib 
Unocal  Exploration 
UNUM  17b 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USG  13o 
USLife  17b 
UST  6e 

USX-Morathon  11b| 
USX  U  S  Steel  161 


Valero  Energy  lib  I 
Volspor  13a 
Vorion  Associates  *. 
Venture  Stores  8 
VF  6a 
Viacom  20a 
Village  Super  Marka 
Volt  Inf  Sciences  21 
Vulcan  Materials  1^ 
VWR  21b 

w 


Wobon  8 
Wachovia  3c 
Wackenhut  21e 
Wal-Mart  Stores  8 
Walgreen  12a 
Wolloce  Computer 
Wong  Laboratories    ^Qpj^  0 
Warner-Lambert  13 
Washington  Nationi 
Washington  Post  3( 
Woste  Monogemeni 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wellmon  4 
Wells  Forgo  3d 
Westinghouse  Electr: 
Westmark  Intl.  12d 
Westmorelond  Coal 
Westvaco  19b 
Wetterau  10a 
Weyerhaeuser  19fl 
Wheelobrotor  Tech: 
Wheeling-Pittsburgh 
WhiHpool  6b 
Whitman  5 
Wickes  15d 
Willamette  Industrie! 
Willcox  &  Gibbs  2l|itf\ 
Williams  24b 
Winn-Dixie  Stores  It 
Wisconsin  Energy  3 
Witco  4 
WLR  Foods  10b 
Woolworth  8 
Worthington  Inds.  t 
WPL  Holdings  24a 
Wngley(Wm.)Jr.  t 

XYZ 


Iii/toii 
imm. 

nil 
Sw 

SI 

It's 
"^it  A 


Xerox  18b  ''^^^  '1 

Yellow  Freight  23d 
Zenith  Electronics  61 
Zenith  Notional  171 
Zurn  Industries  24«  ^ 
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CORPORATE  SCOREB'-R 


.1 


lightmare  Scenario  #1 


rHE  UNDETECTED 
IME  BOMB. 

he  biggest  networking  disasters  always  start  small. 


rhe  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
jtwork  that  worked  so  well 
-  doesn't  seem 


HINGSTHEY 
)NT  TELL  YOU 
AT  NOVELL 
^ESENTATIONS 


iOVV  i  O  f  HOO' 
sysifM 


td  for  this  free  booklet 
of  hard,  comparative 
irmation. 


to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 

And  ev- 
ery time  you 
■ow,  even  a  little  bit,  your  net- 
ork  gets  harder  to  manage, 
irder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
ire.  A  network  like  Novell's 
etWare*  is  not  an  integrated 
/stem.  Adding  new  users  of 
jrvices  means  having  to 
adate  user  profiles,  retrain 
nployees,  and  troubleshoot 
mnectivity  problems. 

Banyan's  architecture  is 
isigned  to  grow  effortlessly, 
iase  of  growth  is  why  we're 
le  leader  in  true  enterprise- 
ide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES" 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  ''super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 

Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 

You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  "THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 

Call  1-800-828-2404 
for  a  free  brochure. 


""piease  send  this  coupon  to:  BA>^Y AN,  Bw"" 
120  Flanders  Road,  Westboro,  MA  01581 


BANYAN 

Networking.  Without  Limits. 


Compustat  PC  Plus 


T 


The  first  on-line 
information  service  to  track 
virtucilly  every  construction  project 
in  the  U.S. 


Dodge  DataLine 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  major  business  news  magazine 
published  in  the  USSR. 


Business  Week/USSR 


The  first  on-line  database 

devoted  exclusively  to 

the  aviation  cind  aerospace 

industry  worldwide. 

Aviation/Aerospace  Online 


In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  by  television,  satellite  and  FM 
sideband  •  Qp  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually — to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 


1 


epard's  Citations,  available  on-line 


The  first  on-line  database 


to  offer  credit  analysis 
for  the  corporate  bond  market 


indard  &  Poor's  CreditWire 


At  McGraw-Hill,  being  fii  m 
is  almost  second  nature. 


ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Computers 


STATE-OF-THE-ART 
AND  BUILT  TO  STAY  THAT  WAY 


::rBi: 

■  7  si 


AS  the  recession  wears 
on,  the  last  thing  per- 
sonal-computer mak- 
ers need  is  for  potential  cus- 
tomers to  sit  on  the  sidelines, 
paralyzed  by  the  fear  that 
their  machines  will  become 
obsolete  within  months  of 
purchase.  Still,  buyers  are  jus- 
tifiably warj'.  Just  two  years 
ago,  most  people  were  taking 
home  PCs  powered  by  Intel's 
80286  chip,  with  20  megabytes 
of  hard-disk-drive  storage, 
and  1  or  2  megabytes  of  mem- 
ory. Now,  Intel  is  selling  a 
486  chip  and  talking  about  a 
586.  At  least  60  megab>1^s  of 
storage  and  4  megabytes  of 
memon.'  are  standard. 

To  tackle  the  obsolescence 
dilemma,  the  computer  indus- 
try has  hit  on  a  solution:  up- 
gradable personal  computers. 
The  idea  is  that  when  comput- 
er owners  start  to  feel  that 
their  PCs  aren't  fast  enough, 
don't  have  enough  data  stor- 
age, or  don't  have  enough 
memory  to  run  new  software, 
they  can  simply  swap  the  old 
part  for  a  more  powerful  new 
component. 

SCREWDRIVER  JOB.  The  con- 
cept isn't  exactly  new.  For  de- 
cades, big  companies  have 
been  updating  mainframes 
with  new  disk  drives  and 
memory.  But  upgrading  those 
big  machines  can  take  days 
and  requires  the  work  of 
trained  specialists.  And  with 
PCs,  it  has  been  possible  to 
increase  power,  in  the  form  of 
add-on  cards  that  bring 
networking  capabilities,  for 
instance,  to  the  machine. 

Now,  PC  companies  from 
IBM  to  Compaq  to  Acer  are 
manufacturing  a  new  breed 
of  upgradable  PCs.  What's 
new?  This  year's  models  are 
especially  easy  to  update — the 
owner  can  often  do  the  job  in 
about  15  minutes  with  noth- 
ing more  complicated  than  a 


TOUB 


rat 


screwdriver.  Compaq  Comput  ii'il 
er  and  the  others  now  sell  up  Dslk 
grade  parts,  too.  Most  often  iwpi 
it's  a  processor  or  memor] 
chip,  built  onto  a  flat  card  i:? 
And  the  PCs  are  designed  t<  fey 
accommodate  new  parts  s< 
that  they  can  work  well  witl 
the  older  components  in  th(  too.  I: 
machine. 

Here's  how  it  could  workfcs  sm 
Say  you've  recently  bough  tttijt 
Dell  Computer's  333P.  Pricec 
at  about  $2,499,  it  runs  on 
80386  chip.  Six  months  fronlp; 
now,  you're  a  computer  whiz 
You've  got  all  the  records  fo: 
your  small  business  loade<  ies  ies 
onto  the  machine,  you're  get  isE/le 
ting  ready  to  do  your  1991  taj 
returns,  and  you're  thinking  ^frtioi 
about  producing  a  brochure  t< 
advertise  your  company.  Sud 
denly,  the  machine  start! 
slowing  down,  and  that's  driv 
ing  you  nuts:  You  want  mor< 
speed.  To  move  your  333P  uj 
a  notch,  to  486  performance 
you  can  buy  a  $1,299  486-card 
slip  the  top  off  the  PC,  am 
slide  the  card  in.  The  old  381 
chip  is  automatically  disablec 
once  you  install  the  upgrad( 
card. 

SMART  PARTS.  Some  PCs  ar( 
harder  to  upgrade  than  oth 
ers.  Some  models,  includinj 
the  Dell,  require  you  to  rui  p-ii-v- 
time-consuming  software  pro 
grams  that  help  the  machin( 
upgrade  itself.  With  others 
you  must  fit  tiny  pieces  into  i 
small  space;  Imagine  havin| 
to  line  up  the  130  pins  on  tht 
back  of  a  microprocessor  witl 

the  appropriate  holes  ii  ^.i!,', 
the  computer. 

To  avoid  that,  lool 
for  PCs  that  were  de 
signed  to  be  upgra  ^'^i"^ 


realiv 
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m 


F;-  . 


dable.  That  will  en 
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e  that  the  machine  is  fairly 
pie  to  update,  that  up- 
de  parts  can  be  found  easi- 
and  that  instructions  for 
forming  the  work  are 
dily  available. 
a  September,  Compaq  an- 
nced  such  a  product  line, 
Deskpro/M,  which  starts 
^3,099.  Compaq  calls  these 
:hines  "intelligent,"  be- 
se  when  one  component  in- 
!  is  updated,  the  PC  auto- 
;ically  upgrades  the  rest  of 
computer  to  work  with  it. 
you  have  to  do  is  snap  in 
new  piece. 

[aybe  the  easiest  machine 
ipgrade  is  Tandon's  Option 
When  you  first  buy  the 
ion,  Tandon  lets  you  mix 
match  processors,  disk 
es,  and  memory — you  pick 
only  the  components  that 
want.  A  386-based  system 
run  about  $3,500.  Later, 
rading  the  Option  is  as 
y  as  putting  a  videotape 
he  VCR:  The  whole  process 
3s  less  than  30  seconds. 
I  slide  out  one  module  and 
in  the  replacement,  which 
s  from  $895  to  $2,795.  Disk 
es  can  be  updated  in  the 
le  way.  No  screwdriver  is 
aired. 

or  now,  there's  little  hard 
lence  of  how  well  upgrad- 
really  works  for  computer 
ers.  That's  because  few 
pie  have  tried  it.  Last 
r,  less  than  5%  of  the  cus- 
lers  who  had  machines 
;  could  be  upgraded  actu- 
did  so,  says  PC  maker  AST 
earch,  one  of  the  pioneers 
ipgradable  PCs. 

CHANGE.  As  AST  points 
though,  those  who  own 
radable  PCs  bought  them 
ly  recently  and  haven't 
the  need  to  update  them 
But  that  could  change 
;,  thanks  to  new  software 
;  will  hit  the  market  next 
r.  Take  IBM's  upcoming 
'2  2.0  operating-system 
;ware,  which  provides  a  PC 
h  its  basic  instructions. 
'2  will  need  a  minimum  of 
megabytes  to  30  mega- 
5S  of  hard-disk  space  in  or- 
to  operate.  To  run  applica- 
s  programs  such  as  word 


For  more  speed 
or  more  storage, 
you  just  swap  an 
old  PC  component 
for  a  new  one  . 


processing  sofware  with 
OS/2,  you'll  need  much  more 
space.  Multimedia  software — 
the  programs  that  let  your  PC 
combine  data  with  video  and 
sound — also  needs  lots  of 
power  to  run. 
And  buyers  who  are  newly 


hooked  on  Microsoft's  popular 
Windows  3.0  software,  which 
has  sold  7  million  copies  since 
its  introduction  18  months 
ago,  are  itching  to  upgrade 
their  machines  to  accommo- 
date the  new  applications  that 
work  with  Windows.  To  run 
well,  the  programs  need  to  be 
installed  in  PCs  running  on 
386-type  chips. 

Another  reason  to  buy  up- 
gradable PCs:  They're  a  lot 
easier  to  repair.  In  the  past,  a 
processor  failure  often  meant 
shipping  the  whole  computer 
off  for  weeks  or  months  to  a 
dealer  or  repair  shop.  Up- 
gradable models,  however,  let 
you  do  the  work  at  home, 
with  minimal  hassle. 


POPULAR  UPGRADEABLE  PCs 


Special  features 

Price 

A  L  R  V  1  P  M 

air's  first  upgradeable  PC  was  announced  in 
July,  1989.  Upgrades  cost  from  $895  to  $1,395 

$3,495-$4,795 

AST   PREMIUM  II 

An  upgradeable  pioneer,  AST  announced  its  first 
such  machine  in  October,  1986.  Upgrade  cords 
cost  $1,595  to  $2,595 

$2,795-$5,795 

COMPAQ  DESKPRO/M 

Five  separate  parts  can  be  swapped  out  and  up- 
graded. Once  one  port  of  the  system  is  updated, 
the  rest  of  the  machine  dutdmaticolly  adjusts. 
Upgrades  cost  $999  to  $2,099 

$3,099-$7,199 

DELLSYSTEM333P 

Old  microprocessor  remains  in  place  when  new 
one  is  added,  making  the  upgrade  easier.  Dell's 
processor  upgrade  option  costs  $1,299 

$l,999-$3,799 

IBM   PS/2   57  SX 

Uses  its  own  microprocessor  for  upgrades,  in- 
stead of  a  standard  chip,  for  greater  speed  en- 
hancement. The  upgrade  option,  which  can 
boost  speed  up  to  88  %.,  costs  $780 

$3,625-$4,195 

TANDON  OPTION 

Upgrade  can  be  completed  in  under  one  minute. 
Buyers  can  customize  the  PC  by  mixing  arid 

$2,239-$4,139 

matching  disk  drives,  processors,  and  memory. 
Upgrade  modules  cost  $895  to  $2,795 


And  if  you're  a  nervous 
Nellie,  the  promise  of  being 
able  to  improve  your  machine 
over  time  should  make  you 
feel  better  about  the  prospect 
of  buying  one.  Corporate  com- 
puter buyers  say  they  have 
an  easier  time  selling  their 
bosses  on  a  big  PC  purchase  if 
they  tell  them  about  the  up- 
grade capability. 
STANDARD  ISSUE?  But  there 
are  drawbacks — including 
economic  ones.  Upgradable 
PCs  cost  slightly  more  than 
similarly  equipped  nonup- 
gradable  models.  Sometimes, 
it's  cheaper  simply  to  trade  in 
your  machine  for  a  new  one. 
That's  because,  while  install- 
ing a  new  processor  as  part  of 
an  upgrade  will  be  about  one- 
quarter  the  cost  of  a  whole 
new  machine,  chances  are  if 
you're  ready  to  upgrade  the 
microprocessor,  you're  also 
ready  for  more  memory,  a 
bigger  hard-disk  drive,  a  mon- 
itor with  better  resolution — 
maybe  even  a  new  keyboard. 
And  by  the  time  you're 
through  with  all  the  parts, 
you  may  be  better  off  donat- 
ing your  old  machine  to  a 
school  or  charity. 

In  the  near  future,  up- 
gradable PCs  will  be  standard 
issue,  and  few — if  any — com- 
panies will  be  designing  com- 
puters in  the  old  way.  That 
will  make  their  customers 
happy.  But  they've  got  anoth- 
er big  incentive  to  do  it:  In  the 
long  run,  it's  cheaper.  That's 
because  making  upgradable 
PCs  requires  the  design  of  the 
parts  to  be  standardized,  al- 
lowing the  PC  maker  to  slim 
down  inventories  by  using  the 
same  components  for  differ- 
ent models. 

Of  course,  if  you  want  to 
buy  a  PC  now,  that  just  raises 
that  old  obsolescence  dilem- 
ma: Should  you  wait  until  the 
upgradable  features  become 
standard? 

Here's  the  bottom  line.  If 
you're  looking  for  a  personal 
computer,  the  ability  to  up- 
grade is  reasonable  to  include 
on  the  list  of  features  you 
want.  Think  of  it  this  way: 
Even  if  you  never  use  it,  the 
option  can  be  reassuring — 
particularly  when  you're  writ- 
ing out  a  big  check  for  your 
new  PC.  Deidre  Depke 
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EASING  THE 
STING  OF 
STUDENT lOANS 


When  Cynthia  Jack- 
man  Clark  pot  her 
law  degree  from 
Suffolk  University  in  1990, 
she  needed  time  off  to  study 
for  the  bar.  But  she  had  a 
problem:  The  $550-a-month 
bills  for  her  $33,000  in  student 
loans  were  to  start  rolling  in 
only  60  days  after  graduation. 
That,  along  with  rent  and  gro- 
cery bills,  left  her  feeling  "a 
little  overwhelmed." 

But  Clark,  now  an  attorney 
in  Worcester,  Mass.,  found  a 
solution.  She  won  a  year's  for- 
bearance from  her  two  lend- 
ers, giving  her  the  necessary 
break  from  working.  The  de- 
lay boosted  her  average  inter- 
est charges  slightly  but  avoid- 
ed the  ugly  credit-marring 
alternative  of  a  default. 

For  many  grads,  paying 
student-loan  bills  is  getting 


tougher.  But  as  defaults 
climb  past  the  7%  rate  nation- 
wide, both  primary  lenders 
and  agencies  that  buy  and  ad- 
minister loans,  such  as  the 
Student  Loan  Marketing 
Assn.  (Sallie  Mae),  are  coming 
up  with  ways  to  help. 
LET'S  TALK.  The  simplest  solu- 
tion is  to  request  a  deferment, 
which  can  put  off  payments 
for  six  months  to  three 
years — without  interest  accru- 
ing on  federally  subsidized 
loans.  Borrowers  can  qualify 
on  15  grounds,  including  in- 
ability to  find  a  job,  serving  in 


the  military  or  Peace  Corps, 
or  going  back  to  school. 

People  who  don't  plan  to 
take  up  arms  or  textbooks 
can  negotiate  the  more  costly 
forbearance  option  with  loan 
administrators.  Generally,  in- 
terest accrues  during  the  for- 
bearance period.  Depending 
on  the  terms,  the  lender  can 
require  periodic  interest  pay- 
ments or  add  the  interest  onto 
the  loan  balance. 

A  cheaper  alternative  is 
graduated  repayment.  This 
trims  loan  payments  in  the 
early  years  and  steps  them  up 


later  to  suit  the  borrower' 
growing  income.  A  borrowe 
with  an  8%  loan  of  $10,00 
would  normally  pay  $122 
month.  With  graduated  repa; 
ment,    the    bill    could   b  ,,,, 
changed  to  $75  a  month  fc  )[f| 
the  first  three  years,  $125  fi 
the  second  three,  and  $180  fc 
the  remaining  four. 
BLENDED  RATE.  For  borrower 
with  several  loans,  debt  cor 
solidation  is  another  possibil 
tv.  Consider  the  graduat 
with  $23,000  out  in  thre 
loans,  one  with  a  12%  annus 
interest  rate  and  the  others  £ 
87f  and  5%.  By  consolidatin 
the  loans  at  a  9%  rate  an 
doubling  Ihe  payback  perio 
to  20  years,  the  borrower  get 
some     breathing  room- 
though  it  would  cost  $14,33|?' 
in  added  interest  charges 

The  last  choice  you  want  t 
make  is  doing  nothing,  since 
default  means  the  bills  com 
due  immediately.  "If  peopl 
know  they  can't  pay,  jui 
call,"  says  Diane  Saunden 
spokeswoman  for  Nellie  Ma( 
the  New  England  Educatio 
Loan  Marketing  Corp.  "We'r 
not  going  to  bite  your  hea 
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Small-cap  stocks  have  got- 
ten great  fanfare  lately, 
and  with  good  reason.  As 
measured  by  the  NASDAQ 
composite  index,  they  are  al- 
ready up  44%  this  year,  com- 
pared with  a  15%  rise  in  the 
Dow  Jones  industrial  aver- 
age. But  halfway  between 
blue  chips  and  new  chips  lies 
a  stock  group  whose  day  in 
the  sun  may  just  be  dawn- 
ing. Since  June,  when  Stan- 
dard &  Poor's  introduced  the 
S&P  MidCap  400  index,  inves- 
tors have  a  performance 
benchmark  for  a  stock  uni- 
verse that  could  combine  the 
best  of  both  worlds.  (.S&P  is  a 
subsidiary  of  McGraw-Hill, 
which  owns  BUSINES.S  WEEK.) 

The  stocks  that  make  up 
the  index,  with  a  median 
market  capitalization  of 
about  $700  million,  together 
have  greater  growth  poten- 
tial than  bigger  ones  but  less 
volatility  than  smaller  ones. 
At  a  time  when  the  economy 
is  struggling,  small  stocks 
usually   outperform  blue 


Smart  Money 

SMALLER  THAN  BLUE  CHIPS, 
SAFER  THAN  NEW  CHIPS 


chips,  because  niche  compa- 
nies tend  to  be  more  indepen- 
dent of  overall  economic 
trends.  Meanwhile,  the  inclu- 
sion of  some  large  companies 
in  the  index  should  offset  the 
smaller  ones'  riskiness. 

So  far,  only  one  mutual 
fund  has  sprung  up  to  mir- 


MIDCAPS:  FAR 
FROM  MIDDLING 
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ror  the  S&P  400  performance: 
Dreyfus  People's  MidCap  In- 
dex Fund  (800  782-6620).  The 
no-load  fund  started  in  Au- 
gust with  $5  million  in  as- 
sets. Minimum  investment  is 
$2,500,  and  total  return 
through  Oct.  30  was  9.04%. 
COMING  FAD.  Other  fund 
managers  will  probably  fol- 
low Dreyfus  in  the  next 
year,  especially  once  trading 
begins  in  derivative  products 
such  as  futures  and  options. 
Futures  contracts  indexed  to 
the  S&P  400  will  trade  on  the 
Chicago  Mercantile  Ex- 
change beginning  this 
spring,  and  the  American 
Stock  Exchange  will  trade 
midcap-indexed  options. 

The  concept  of  midcap  in- 
vesting is  hardly  new.  Van- 


guard's  15-year-old  Index 
Trust-Extended  Market  Port- 
folio  is  tied  to  the  Wilshire 
4500  index.  It's  called  "ex- 
tended" because  it  includes 
many  small-cap  stocks  as 
well  as  blue  chips.  But  ag- 
gressive growth  investors 
should  keep  in  mind  that  an  orot 
actively  managed  portfolio  ""pi" 
will  generally  do  better  than  '■suori 
a  "passive"  investment  that 
follows  an  index. 

For  risk-averse  value  in- 
vestors, though,  the  midcap 
universe  may  be  an  attrac-  M  a  i 
tive  place.  "Small  and  mid- 
cap  stocks  have  outper- 
formed blue  chips  by  a  lot  in 
the  last  year,  but  they're  still 
relatively  cheap,"  says  Greg 
Melvin,  vice-president  at  Fed- 
erated Investors.  The  ave^ 
age  price-earnings  ratio  for 
the  S&P  400  is  about  21,  comj 
pared  with  29  for  the  Dow. 
If  the  fad  continues,  inveS' 
tors  who  jump  in  before  fciK.rj 
prices  overheat  could  have  !t:r4j 
plenty  to  be  thankful  fol  fertoc;, 
next  year.         Joan  Warned,  ll.fcir 
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KGAIN 
SEMENT 
PKERS  

;he  1970s,  a  new  breed 
brokers  took  on  the 
irrill  Lynches  and 
¥ebbers  of  the  world 
irging  clients  a  fraction 
standard  commissions, 
then,  Charles  Schwab, 
y,  Quick  &  Reilly,  and 
discounters  have 
led  away  close  to  20%  of 
lual  investors'  business, 
ow,  a  growing  no-frills 
gent  of  "deep  discount- 
i  snipping  away  at  that 
bare  with  fees  that  are 
cheaper. 

p  discounters  charge  up 
less  than  full-service 
•s  and  60%  less  than  the 
iree  discounters  (table), 
trade  of  200  shares  at 
'.r  share,  you  might  pay 
it  a  full-service  broker- 
87  at  a  discounter,  and 
a  deep  discounter,  such 
)s  Angeles-based 
c  Brokerage,  ac- 
g  to  Mercer  Finan- 
;rvices'  annual  Dis- 
brokerage  survey 
-y,  800  582-9854  or 
)7-6800).  The  deep- 
mt  group  encom- 
>  the  30  least  ex- 
e  brokers  on  the 
mpany  list. 
k-QUOTE.  The  typi- 
ep  discounter  is  a 
operation  that  does 
lational  advertising 
erves  from  a  few 
ed  to  a  few  hun- 
thousand  investors 
isually  make  more 
10  or  20  trades  a 
The  companies  run 
^amut  from  the  bare- 
Wall  Street  Discount 
(800  221-7870),  which 
ne  office  in  Manhattan 
;harges  clients  postage 
snding  out  information 
3urities,  to  larger  firms 
ilmost  rival  the  services 
I  big  three  discounters, 
terhouse  Securities  (800 
i39),  for  instance,  has  30 
hes  in  20  states,  offers 


access  to  more  than  400  no- 
load  mutual  funds,  and  is  try- 
ing to  get  check-writing  privi- 
leges. Acutrade  (800  228-3011), 
with  offices  in  Omaha,  St. 
Louis,  and  Los  Angeles,  and 
York  Securities  (800  221-3154), 
in  New  York  City,  offer  24- 
hour  touch-tone  phone  access 
to  a  computer  that  provides 
trading  quotes  and  account  in- 


HOW  THE  PRICES  COMPARE 


DEEP  DISCOUNTERS 

Compony/Phone  Commission* 

K.  AUFHAUSER  800  368-3668 

$24.99 

PACIFIC  BROKERAGE  800  42 1  -8395 

25,00 

SEAPORT  SECURITIES  800  22 1  -9894* 

*  34.00 

KENNEDY  CABOT  800  252-0090 

35.00 

PACE  SECURITIES  800  22 1-1 660 

35.00 

THE  COMPETITION 

QUICK  &  REILLY  800  926-0600 

65.58 

FIDELITY  BROKERAGE  800  225  1 799 

86.75 

CHARLES  SCHWAB  800  435-4000 

87.00 

*200  shares  at  $30  per  shore 
*  Outside  N.  Y.  state;  in  N.  Y.,  212  482-8689 
DATA:  MERCER  FINANCIAL  SERVICES  INC 


formation  and  allows  you  to 
make  trades. 

Even  Fidelity  has  a  version 
of  a  deep  discounter,  called 
Spartan  Brokerage  (800  544- 
5115).  One  of  the  few  deep 
discounters  that  spells  out 
conditions  for  clients.  Spartan 
requires  a  minimum  of  50 
trades  a  year  and  at  least 
$20,000  in  the  account.  Brown 
&  Co.  (800  225-6707),  one  of 


the  cheapest  deep  discount- 
ers, maintains  even  more 
stringent  requirements,  in- 
cluding at  least  $10,000  in 
cash  to  open  an  account  and 
five  years'  trading  experience. 

Deep  discount  customers 
are  usually  fairly  active  trad- 
ers who  don't  have  to  rely  on 
a  stockbroker  for  research  or 
investment  tips.  Bart  Koslow, 
for  example,  a  retired  fi- 
nancial manager  in  Sara- 
sota, Fla.,  does  market 
research  every  day  and 
executes  about  100  trans- 
actions a  year  through 
York  Securities. 
DOUBLE  ACCOUNTS.  Less 
experienced  investors 
may  need  more  hand- 
holding  than  a  deep  dis- 
counter provides.  The 
big  three  offer  24-hour 
access  to  live  brokers 
and  usually  more  re- 
search or  sources  of  in- 
formation about  compa- 
nies and  investments. 
They  also  have  high-pro- 
file branches  all  over  the 
country.  "Someone  who 
doesn't  trade  that  much  might 
be  more  comfortable  going  to 
a  bigger,  more  well-known 
firm,"  says  Mark  Coler,  presi- 
dent of  Mercer.  But  deep  dis- 
counters execute  trades  exact- 
ly the  same  way  as  other 
brokerages.  And  their  ac- 
counts are  insured  for  up  to 
$500,000  each  by  the  Securi- 
ties Investor  Protection  Corp. 
and  may  have  more  coverage 


from  other  insurers.  As  far  as 
safety  is  concerned,  "I  don't 
know  why  an  active  trader 
would  not  go  to  a  deep  dis- 
counter," Coler  adds. 

Of  course,  you  can  keep  ac- 
counts at  more  than  one  bro- 
kerage. That  way,  you  can 
get  investment  advice  or  oth- 
er services  from  a  full-service 
or  discount  firm  when  you 
need  them  and  execute  cut- 
rate  trades  through  a  deep 
discounter  when  you  do  the 
homework.  Pam  Black 


Worth  Noting 

■  TAXING  SUMS.  Employees 
under  59  V2  have  just  60  days 
to  roll  over  a  lump-sum  distri- 
bution from  a  tax-deferred  re- 
tirement plan  to  avoid  a  10% 
penalty.  T.  Rowe  Price's  free 
booklet  Deciding  What  to  Do 
With  Your  Company  Retire- 
ment Money  outlines  options. 
Call  800  472-5000. 

■  NATURE'S  GIFTS.  At  least  60%' 
of  the  proceeds  from  cards 
and  gifts  in  the  National 
Wildlife  Federation's  1991  cat- 
alog goes  to  conservation  and 
education  programs.  For  a 
free  catalog,  call  800  432-6564. 

■  LOW  LOADS.  The  Investor's 
Guide  to  Low-Cost  Mutual 
Funds  lists  450  low-  and  no- 
load  funds.  Twice-yearly  is- 
sues are  $5  each  from  the  Mu- 
tual Fund  Education  Alliance 
located  at  1900  Erie  St.,  Suite 
120,  Kansas  City,  Mo.  64116. 
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Business  Opportunities 


ALPHA-|A6ER_ 

Recycle  Ribbons  And  Cartridges 

Wall  Street  Journal  '89 

'me  ofihe  fastest  gromng  businesses  in  the  U.S.  . . . LASERPRINTERS  AND  COPIERS  ' 

OPPORTUNITY  OF  THE  90's 

Full  or  Pan  Time  •  Low  Overhead  •  Average  $160.00  per  hr.  mm,  •  4x6  Area  Needed 
Enormous  Profits  To  You,  Enormous  Savings  To  Your  Customer,  and 
To  The  Environment!   Every  computer  must  have  a  printer  aixi  Alpha  Laser 
restores  better  than  original  •  every  printer  ribbon  or  cartridge  •  1/10  of  original  cost 
•  superior  print  quality  •  more  copies... Over  22,000  ribbons  and  cartirdges: 
Dot  Matnx,  Epson,  Wang,  Odidata,  Hewlet  Packard 

ALPHA  LASER  PROVIDES  - 

•  Training  •  Supplies  •  Trade  Secrets  •  Marketing  Strategy 
•  Technical  Support  •  Includes  Seminar  On  Laser  Repair  and  Maintenance 

•  3  plans  starting  at  $1595.00 
Alpha  Laser  is  the  least  expensive  and  most  comprehensive  in  the  industrt. 
1-800-626-1601  ★  1-800-622-8903  ★  1-904-677-1600  ★  FAX:  1-904-677-8747 

ALPHA  LASER  CARTRIDGE,  INC. 

600  So.  U.S.  Hwy.  One  •  Ormond  Beach,  Florida  32174 


Professional  Equipment 


The  professional 
we^er  station 
comes  home. 


Thanks  to  the  Weather  Wizard  II,  now  you 
can  have  a  tully  sophisticated  weather 
monitoring  system  right  in  your  own  home. 
Weather  Wizard  II  has  all  it  takes  to  watch  the 
weather  like  the  pros.  All  for  only  $195. 

FEATURES  INQUDE: 

•Inside  &  Outside  Temps 
•Wind  Speed  &  Direction 
•Wind  Chill 
•Time  &  Date 
•Alarms 


'Highs  &  Lows 
'Instant  Metric 
Conversions 
Rainfall  Option 
Optional  PC 
Interlace 


Weaiher  Wizud  II 

The  Professional 
Home  Weather  Station 

Only  $  1 95  Add  $50  (or  self-emptymfi  rain  collector 
Order  today  1-800-678-3669  •  BWeilH 

M  -  r  7dm  to  ;  Klpm  Pac.lx  time*       1  S10-(,7ru)Ses 
WC  and  \ASA  •  Add  iS  lo«  itii[)p«ng  CA  r«idents  add  wli^  u> 
Orv-  ^fit  ivarrantv  •  )(Vday  mofwv4Mck  ^uarantiA' 

DtVIS  llSTllHflTS  346-,  Dmio  Avi ,  H«YV»A(rn,  CA  94545 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  Northeast 
Established  businesses,  good  terms 

AFFILIATED  BUSINESS 
CONSULTANTS 

719-548-8888 
Colorado  Springs,  CO 


Health/Fitness 


Nordic  Fitness  Chair ' 
will  change  your 
life  forever. 

Lo(  ik,  fec-l  and  be 
your  best.  Strength 
conditioning  with 
NordicTraek's  Nordic 
Fitness  Chair  offers 
important  health  and 
fitness  benefits  for 
everyone.  Call  Now!  • 


FREE  VIDEO 
&  brochure 


NordicFitnessChair  Ext 

1-800-848-7786  883ki 


ISf; 


Getan  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
isjiitness  togo" 

USA  TODAV 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON,  Wl  53715 

Made  in  the  USA 


Corporate  Gifts 


FOOTBALL  FANS 
THE  ULTIMATE  GIFT  IDEA 

TO  ORDER  CALL  800-473-8480 
Visa/MC/AE  accepted. 


NFL  Team  Helnnel  Phone 

A  real  conversation  piece  tor  the  diehard 
NFL  fan  Authentic  Riddel  Helmet,  fitted 
with  an  ITT  Treadline  phone  Fits  standard 
modular  jack  Mounted  on  9' x  12' solid  oak 
base.  All  NFL  teams  available  A  great  buy! 


New  NFL  All  Leather  Jackets 


100%  genuine  leather  Pro  graphic  embroi 
dered  on  chest  and  back  Comnnenriorativ( 
patch  on  left  sleeve  Stand-up  spun  nyli 
collar   Heavy  wt  quilt  lining   Available  ii 
NFL,  NBA,  NHL  &  MLBB  &  Colleges 


Add  $7  95  SAH 
IL  res.  add  7%  lax 


SPORTS  KRAZE 
1321  Peshtigo 
Naperville,  IL  60564 


Customer  inquiries 
708-369-9143 


Corporate  Gifts 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U  S 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn:  IVIr.  Yale 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

'  Adjustable 
neck  rest 

'  Forward-tilt 
feature 


pacKaaver  i.8oo.25i-222Sor«riit 

iSSMfny  Am..  Dcpl.  BWE.  Holtibin,  MA  01746 


Financial  Services 


I.  mi 
C 


ll|S5  55' 

few  Car 


NO  TIME  TO  RE  A 
STOCK  REPORTS 


We  will  supply 
you  with  our 
stock  recommen  ^. 
dations  on  cassette,  (p^ 
so  you  can  listen 
while  driving  or  whenever 
you  please. 


5:  ■ 

3 


0 

5EII 


TO] 

STOCKS  TO  Buyff!^' 
NOW. 

If  you  want  to  hear,  or  rea( , 
what  stocks  Andrew  Lanyi's  1*^^) 
customers  are  buying  now 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account;  $50,(X)0- 

The  Lanyi  Division  of 
Ladenburg,  Thalmann  &  C 
540  Madison  Avenue 
New  York,  NY  10022 


'I!  at' 
iMici 


'llFMlUli 


FEDERAL  LOAN%^ 

For  Small  Business 
Now  Available. 
(800)  777-6342 
For  Free  Details 


Capital  Available 


2?", 
fieeH 
Ho  Moo 


5Sl) 


WE  HELP  FUND  ff  . . . 

YOU  HUN  rr . . . 

*  Alternative  venture  funding 

*  $100,000  to  $15,000,000 
■  Early  stage  ventures 

*  Expansion  c^apital 

*  Aquisitions 

VENTURE  PARTNERS 
INTERNATIONAL 
1  -800-888-4993 
880  Frcxit  St.  #749,  Latiaina,  HI 


'1*352-3:;- 


i 


I-UK  AU  KA  I  CO 

^ND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mARmrm 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Automotive 


3ler  Invoices. 


data  will  get  you  the 
price  on  a  new  car. 
;nt  dealer  invoices  on 
700  makes  &  models, 
perators  or  salesmen. 
■.  service.  You'll  save 
reds,  even  thousands 
liars.  Call  today! 


)0-933-4442 


ly  $5  per  call.  Touch  tone, 

w  Car  Price  Line™ 

West  Palm  Beacti.  FL  33401 

tuslness  Services 


IMEDIATE 
CASH 

SELL  YOUR 
SLOW  PAYING 
:OUNTS  RECEIVABLE 

TOWERS 

ANCIAL  CORPORATION 
417  Fifth  Avenue 
ew  York,  NY  10016 

:12)  696-0505 

ontact  Corporate 
lance  Department 


[ARCH  REPORTS 

1  academic  topics  available' 
;2,00  for  the  272-page  catalog, 
i-wrltten  reports  also  available 
RISURCH  AS8ISTMCE 

1322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Free  Hotline:  800-351-0222 
California:  213-477-8226) 


J  LONG  DISTANCE 

27%  Discount 
Free  Application 
No  Monthly  Charge 
X)-327-7982  anytime 

Wm  Halle,  Sales  Agent 

GS  Long  Distance 
3rd  Ave.,  Cheyenne,  WY  82001 


uters  /Office  Equipment 


IflRYfTlflC 


NDUSTRIESINC 


IStfiyearof  DISCOUNTS 

kNDY®  COMPUTERS 

Toll  Free  800-231  3680 

;aly  Fwy  Katy  (Houston)  TX  77450 
•392-0747  Fax  (7 1 3)  574-4567 


Computers/Office  Equipment 


WORRIED  ABOUT 
COMPUTER  RADIATION? 


This  handheld  meter  will  mea- 
sure your  monitor's  levels. 

Easy  to  use  and  understand. 

•  Perform  a  valuable  service  for 
your  users. 

•  Reseller  opportunities 

•  Qty  1  price  only  $795 

P.C.S.  1-800-888-1515  x  5505 
Fax  203-453-0505 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦ma'oe  in  us  a 


FACTORY  DIRECT  TO  YOU  "'"ms&^I.*"" 


DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

Upright 

400 

S2496 

Upright 

600 

2995 

Credenza 

280 

2695 

Compact 

114 

1395 

^vJO  Doors 

230 

1795 

Fur  Vault 

8  to  10  Furs 

2995 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

MODEL 

440 
700 
296 
114 
230 

700FUP 
700HH 

Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 
COST 
S1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angelas,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IIVIMEDIATE  SHlPtVIENT  ON  MOST  (VIODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


CUSTOM  CHOCOLATE  HOLIDAY  GREETINGS! 

Our  Solid  mk  Chocolate  Bars  With  Your 
Personal  Message  (Vlal<e  Ideal,  IVIemorable 
Holiday  Gifts  For  Your  Special  Business 
Associates,  Friends  and  Clientsi  We  Will 
Inscribe  Your  Personal  Message  Free  On 
These  2  lb  or  8  02  Chocolate  Greeting 
Cards  Guaranteed  On  Time  Delivery 
CALL  FOR  FREE  BROCHURE: 
1  -800-488-8006,  OR  FAX  1  -201  -967-1 977. 


Corporate  Gifts 


Let  us  "Spill  the  Beans" 

Picii  up  the  $7.50  shipping  charge  and  we'll  express  deliver  a  16  oz.  glass  jar 
personalized  with  your  company  name  and  filled  with  20  fantastic  flavors 
of  Jelly  Belly*'  the  "Original  Gourmet  Jelly  Bean'*  ."  We'll  send  along  our 
1991  holiday  catalog  and  a  listing  of  our  specialized  Business  Gift  Services. 

At  Figi's,  with  nearly  a  half  century  of  experience,  we  know  how  to  take 
care  of  your  business!  Fast,  easy  ordering,  expert  advice,  professional 
service,  a  guarantee  of  100%  satisfaction  ...  an  array  of  impressive  gifts 
priced  to  impress  you  ...  direct  delivery.  Find  out  for  yourselfl 

Call  Today  ., 


1-800437-3817 

Refer  to  Gift:  #4366 
Dept.  Code:  039/9479. 

(Offer  Expires  12/31/91) 

BUSINESS  GIFT  HEADQUARTERS 


HANG  YOUR  GOLF 
BALLS  ON  THE  WALL 

A  gift  for  your  favorite 
golfer.  Golfers  all  over  the 
world  collect  and  save  golf 
balls  as  mementos.  Display 
precious  souvenirs  in  an 
exquisitely  crafted  lucite 
showcase.  Holds  30  balls. 


Made  in  USA. 


29.95 


only  $ 

Allow  4-6  wks  for  deUvery.  Gift  mailing  available  anywhere  in  USA. 
Product  No.  DIOOl .  Add  $4.00  P  &H.  CA  residents  add  sales  lax. 

All  major  credit  cards  accepted.  Call  Now!!! 
AMNI SPECIALTIES  1    OAA  A^l  ^^^^ 

FAX  (510)  783-8196         1  -OUU-^»5  /  -OOOO 

2247  National  Ave.,  P.O.Box  5012,  Havward,  CA  94540-5012 


Remington  Bronzes 

Now  available  to  collectors... 
Full  size,  museum  quality. 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  works 
by  Frederic  Remington 
FREE  COLOR  CA  TALOG 
Mountain  Man   NT:  29'  $695 

MUNYON  &  SONS 

1 1 19  Waveity  Hts.  Dr.,  Thousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FflEE  SHIPPING-SATISfACTION  GUARANTEED 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS. . . 
EVERYDAY  LOW  PRICES  ON... 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


Immurm 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Business  Software 


Learn  these  popular 
software  programs 
in  just  4  noiirs... 
Guaranteed! 


Lotus'"  2.0,  2.2,  31  and  Macros 
WordPerfect*^  5.0  and  5.1 
MS-DOS*  3.3  and  4.01 
dBASE  HI  Plus«  and  IV» 
Windows®  3.0 
Learn  to  Use  a  PC 


.Ma.ster  todiy's  be.st-.selling  .wftware 
quicidy  and  easily  with  MIcroTutor* 
.self-paced  tutorials.  Our  "hands-on" 
approach  features  easy  step-by-step 
instructions,  "real-world"  applications, 
on-screen  training,  and  much  more! 
 Learn  at  your  own  pace.  

For  IBM  oimpnlihles   i  ',:>"  or  s  '  ^ "  disks 

30-DAY,  MONEY-BACK  GUARANTEE 
ORDER  TODAY! 


Call  toll  free  1-800-828-2917 

or  FAX  to  l-7i7-3-t3-«(i4l 


$49.95  each  i 

plLJ^  S2  ')i  iirdo  V\  H  ( l'\  M  (f«  sA-s  Tjx) 
or  write  m 

Notional  Leorning  Systems 

[X-pt  AEliABl,  92S  Oal<  .Street,  Scnmton  PA 


BusiCalc  for  Windows  3 
An  easy  to  use  Business 
Calculation  Windows  Software  for 
IBM  PC/Compatibles 

■  t5asic  math  Calculation 
'    Metric-English  unit  conversion  (length/ 
weight/area/volumeAemp ) 

•  Generates  mortgage  payment  schedule/ 
Amortization  table 

•  Simple/Compound  interest/Rate  conver- 
sion/No of  days 

"  Annuity/Present  value/Sinking  fund/Re- 
tirement fund/Leasing 

•  tJeprecialion  (SL/tDB/SYO) 

•  Bond 

'  Sales  tax 

•  User's  constant  table 

'  On  screen  tape  recorder/memory  table 

•  Save/Print  the  result 

Mail  $49  Check  or  U.O.  to: 
ADVANCED  BUSINESS  COMPUTING 
111  Cornwall  Meadows 
Patterson,  NY  12563 


HOT  STOCKS  'Revolutionary  Tool' 

Buy  Low,  Sell  Higti  Analyze  slock 
trends  Find  Itie  bosi  performing 
stocks  Ltpdale  yourself  in  minutes 
Take  tfie  risk  out  o(  investing  For  IBM 
PC  •  3  25  floppy  Send  $39  95  plus 
$3  00  S&H  to 

BG  PORTFOUO  SOFTWARE 
P.O.  Box  658 
Rouses  Point,  New  York  12979 


Christmas  Items 


**  EASY  TREE''  ** 

7ft.  ERASER  FIR  Christmas  Tree 

Mounted  to  our  TRU-STAND" 
Bo.xcd,  shipped  LIPS,  S&JI  included 
2  MINUTE  NO  TOOIS  SET-UP 
Order.. .. 791 B... .$99. 95 
Add  810  WEST  of  Mississippi  River 
MC/VISA,  Check    WairBiirv  bv, 

TWO  ELVES  FARM.  IMC. 

Rt.  1,  Bx  160,  Bakci^iville.  NC  28705 
800-42  ELVES: Fax  704-688-4050 


Menswear/Fashion 


TALL  &  BIG  MEN 


Call  or  send  for  our 
FREE  CATALOG 

■  SHIRTS  TO  24-  NECK  &  40"  SLEEVE 

■  PANTS  TO  72"  WAIST  &  40"  INSEAM 

■  SHOES  FROM  SIZE  12  TO  16EEE 

•  100%  SATISFACTION  GUARANTEEDi 

800-678-6123 

^Nine-Sizes 

DEPT 2413«P.O.  BOX9115 
HINGHAM  MA  02043 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  lot  men  who  need  it. 
Excellent  vatiety, 

styling  and  ^^^^ 
quality 
Send 
fot 
FREE 
CATALOG 

Ttie  Widest  Seleclion  ot  the  Widest  Shoes  Anywtierel 
HITCHCOCK  SHOES.  INC 

Dept.-S.SO  Hinsham.  M.\  U2043 


Real  Estate 


RETIRE  TO  NC 

Beautiful  golf  &  lake  homesites  in 
one  of  North  Carolina's  finest 
maslerplanned  communities.  Only 
510,900  w/owner-assisted  financ- 
ing available.  Free  color  literature. 

1-800-768-7358 


Education/Instruction 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  '  DOCTORA 

For  Work,  Lite  and  Acade 
Experience  •  No  Classro 
Attendance  Required 


,,e61. 


Call  (800)  423-324 

or  send  detailed  resum 
lor  Free  Evaluation 

Pacific  Western  Universit|l" 

600  H  Sepulveda  Blvd  ,  Oept  170 
Los  Angeles,  CA  90049  USA, 


Collectibles 


Japanese  swords  want 


WE  WILL  PAY  JAPANESE  PRICE 
TAIKEIDO  USA 


23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1-800-747-324 


;;n6 


Cable  TV 


CABLE  TV  DESCRAMBLEI 

CONVERTERS,  ACCESSORI  I! 

Name  Brands.  Lowest  Prices,  Best  Serv 
For  FREE  16-page  color  catalog  cal 

"coM^i^/Nr  (800)  234.10f>  a< 


PRLSLRVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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BREITLING 
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Instruments 
FOR  Professionals 


Smce  1952,  it  has  been  the  wristwatch 
of  choice  for  pilots  all  over  the  world 
who  value  its  built-in  computer 
—  a  practical  slide  rule  that  allows 
them  to  plot  their  flights  —  its  excellent 
legibility,  its  chronograph  functions 
and  its  dependable  selfwinding 
mechanical  movement. 


TIVOL 

SINCE  1910 

220  NICHOLS  ROAD 
KANSAS  CITY,  MISSOURI  64112 
816-531-5800 
800-829-1515 
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At  last,  everything 
youVe  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 


Fujitsu  set  the  industry  standard  in  laser  plaii  trace 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performanc< 
features  designed  to  keep  your  business  runnini 
smoothly. 


m 
mi 
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A  break  from  bottlenecks.  No  more  standing 
in  line  for  the  fax  machine.  With  its  dual  accesslm 
feature,  the  dex  740  can  prepare  one  documentpniSffi 
for  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  whi 
it's  receiving.  And  perform 
any  function  you  choo; 
at  the  touch  of 
single  button. 


Is  1.5  seconds 
fast  enough? 

Thai's  all  the  time!™ 
it  takes  for  the  de}ff™ 

740  to  scan  one  page 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 
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Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correctior 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 


Backed  by  the  experts.  Add  to  the  above,  the  fa( 
that  it's  backed  by  one  of  the  largest,  dedicated 
fax  service  organizations  in  the  world,  and  you' 
see  why  the  dex  740  is  everything  you've  been 
waiting  for. 


So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046. 


Fujfrsu 


The  global  computer  and  communications  company. 
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It  the  present 

$10,000 

one  year  ago 
lortfolio 

ges  indicate 
total  returns 


U.  S.  stocks 
$12,672 

-0.71% 


Treasury  bonds 
$11,694 

-1.22% 


Foreign  stocks 
$11640 

-h2.22% 


III! 


Money  market  fund 
$10,551 

-1-0.10% 


DATA  RESOURCES  INC. 


Gold 
$9,444 

-0.70% 


I  this  poge  ore  as  of  market  close  Wednesday,  Nov  6,  1 991 ,  unless  otherwise  indicated . 
5ups  include  S&P  500  companies  only,  performance  and  share  prices  ore  as  of  market  close 


Nov,  5.  Mutual  fund  returns  ore  as  of  Nov.  1 ,  Relative  portfolios  are  valued  as  of  Nov.  5  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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HOW  TO  LIGHT  A  FIRE 
UNDER  THE  ECONOMY 


This  I'ecovery  is  stagnant.  And  if  consumers  hole  up  for 
the  winter,  the  economy  will  be  headed  for  a  second 
dip  as  well. 

The  stall  in  the  manufacturing  sector,  which  had  been 
counted  on  to  get  us  moving,  is  an  almost  certain  sign  that 
garden-variety  aiitirecession  measures  are  not  enough  (page 
36).  This  has  at  least  three  specific  policy  implications. 

The  first  is  that  a  standard  Federal  Reserve  Board  easing 
will  not  work.  Fed  funds  rates  have  been  cut  13  times  since 
mid- 1990,  and  the  discount  rate  five  times.  Fed  funds  are 
trading  at  4.75%,  and  the  discount  rate  is  at  4.5%,  an  18-year 
low.  This  may  make  the  governors  of  the  Fed  and  Chairman 
Alan  Greenspan  feel  they  are  doing  their  job,  but  the  fact  is 
that  this  standard  version  of  monetary  ease  is  not  enough. 
That's  because  the  banking  system  is  in  a  crisis.  Ordinarily, 
a  4.75%  fed-funds  rate  means  a  prime  of  6.25%,  but  even  af- 
ter the  most  recent  cut  the  prime  is  at  7.5%.  That  means 
that  the  Fed  must  do  more  to  lower  the  rates  at  which  real 
businesses  borrow  money.  One  possibility:  pay  interest  on 
bank  reserves.  Another  is  to  bring  these  key  interest  rates 
down  even  further.  The  Fed  has  to  do  what  is  necessary  to 
make  the  money  supply  gi'ow  faster. 

The  second  policy  implication  is  that  tax  cuts  won't  work. 
Consumers  have  a  voracious  appetite  for  imported  goods, 
which  is  why  tax  cuts  that  boost  consumer  spending  large- 
ly on  imports  provide  no  lasting  benefits.  That  is  true  for 
deficit-neutral  tax  cuts,  such  as  middle-class  tax  relief,  which 
don't  provide  much  stimulus,  anyway. 

Third,  the  structural  nature  of  this  stall  may  require 
even  stronger  medicine  than  Fed  easing  can  provide.  If  so, 
a  sweeping  program  of  public  investment  to  rebuild  the 
nation's  crumbling  infrastructure  is  a  better  choice  than 
lower  taxes.  Yes,  it  could  be  a  budget-buster,  but  the  mon- 
ey would  be  spent  in  the  U.  S.  Carefully  structured,  the  dol- 
lars would  end  up  in  the  private  sector,  generating  jobs  and 
incomes.  Public  investment  yields  benefits  for  the  long  term 
as  well  as  for  the  short  term.  Studies  show  a  clear  link  be- 
tween an  economy's  infrastructure  spending  and  its  pro- 
ductivity, an  area  in  which  the  U.  S.  is  sadly  lacking. 


WHAT  DOES  'MADE 
IN  AMERICA'  MEAN? 


There  is  a  shadow  hanging  over  the  three-way  talks 
now  under  way  to  fashion  a  North  American  free- 
trade  zone. 

The  U.  S.  faces  the  possibility  that  foreign  companies 
will  exploit  Mexico's  low  wages  and  lax  environmental  en- 
forcement by  merely  assembling  cars,  television  sets,  and  the 
like  from  foreign  parts,  and  then  ship  them— duty-free— 
into  the  U.  S.  The  answer  to  the  problem,  say  American 
trade  negotiators,  is  to  require  that  60%  of  the  actual  man- 


ufacturing work  be  done  in  Mexico  in  order  for  the  goodj 
qualify  for  duty-free  shipment  north. 

But  a  recent  U.  S.  Customs  Service  audit  of  Honda 
Co.'s  transplant  operations  in  the  U.  S.  and  Canada  sl^ 
there  is  little  agreement,  even  within  the  Administratioij 
how  to  interpret  "rules  of  origin."  Worse,  the  audi 
Honda— the  first  by  U.  S.  tax  collectors  of  a  foreign 
company  that  makes  use  of  the  preferential  trade  tJ 
ment  accorded  Canada— has  taken  two  years  and  is  stallq 
confusion  and  bureaucratic  recriminations  (page  108). 

It's  no  help  that  the  U.  S.  Treasury  Dept.,  which  oveij 
Customs,  has  yet  to  issue  final  regulations  governing  rul^ 
origin,  although  they  are  a  critical  element  of  the  ne 
three-year-old  U.  S. -Canadian  Free  Trade  Agreer 
Treasury  hopes  to  fix  some  of  the  inconsistencies  in  the 
panded  trade  talks  that  include  Mexico.  But  the  ambit; 
North  American  talks  aren't  going  to  wait  for  the 
rules-writers  at  Treasui-y— talks  are  proceeding  with  ruld 
origin  one  of  the  major  negotiating  issues.  If  members  o^ 
Bush  Administration  can't  agree  among  themselves  exsl 
what  constitutes  "Made  in  America,"  how  can  Washing 
negotiators  represent  their  country's  interests  effecti\ 
Or  at  all? 


UNCHAIN  THE  BANKS,  ANI 
SAVE  TAXPAYERS  MONEY 


Some  legislation  should  never  see  the  light  of 
The  best  recent  example:  The  bank  "reform" 
sented  to  the  House  by  Representatives  Johr 
Dingell  (D-Mich.)  and  Henry  B.  Gonzalez  (D-Tex.).  Underl 
guise  of  expanding  banks'  ability  to  offer  financial  ser\ 
the  Dingell-Gonzalez  bill  twisted  the  Administration's 
erally  well-conceived  bank  reform  into  a  protective  shielc 
the  securities  and  insurance  industries.  The  bill  acti 
curtailed  such  low-risk,  long-standing  bank  activities  asl 
derwriting  municipal  bonds,  offering  discount  broker| 
and  selling  insurance  where  allowed  by  state  laws, 
bill  deserved  the  324-89  stomping  it  received  from 
Hou.se. 

Unfortunately,  the  play-acting  has  all  but  doomed 
chances  for  real  reform  in  banking  (page  122).  With  I 
Federal  Deposit  Insurance  Corp.  teetering  on  the  edge  oi 
solvency,  Congi'ess  must  approve  a  $30  billion  loan  for] 
Bank  Insurance  Fund  before  members  go  home 
Thanksgiving.  Banks  will  then  face  the  worst  of  both  woi] 
They  will  pay  higher  premiums  and  suffer  stricter  regula 
as  the  terms  for  the  Treasury  Dept.'s  loan,  but  they'll 
barred  from  the  new  territories  and  services  they  nee( 
boost  their  profitability. 

The  profits  of  healthy  banks  are  all  that  stand  between 
day's  troubled  banks  and  taxpayer's  pockets.  BUSINESS  W 
has  long  argued  that  if  closely  supervised,  banks  she 
be  free  to  compete  in  a  vast  marketplace  of  financial  ip 
vices.  Today,  that's  more  than  a  sound  principle;  it'sin 
economic  necessity.  President  Bush  should  bring  his  banl<e- 
form  plan  back  next  year.  Thorough  reform  is  the  cy 
way  to  avoid  an  s&L-style  taxpayer  bailout  of  the  bank.'  . 
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NAS    FROM    D  GITAL^ 

©  DIGITAL  EQUIPMENT  CORPORATION  1991  THE  DIGITAL  LOGO  AND  Rdb  ARE  TRADEMARKS  OF  DIGITAL  EQUIPMENT  CORPORATION  IBM  IS  A  REGISTERED  TRADEMARK,  dB2  AND  IMS  ARE 

TRADEMARKS  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION 


VENDOR 


We  acknowledge  the  fact  that 
your  IBM®  systems  represent 
a  considerable  investment  to 
you.  Not  merely  in  terms  ot 
capital,  but  also  with  respect 
to  the  time  and  resources 
you've  spent  developing  and 
fine  tuning  the  applications 
th  at  run  on  th  em. 

It's  the  kind  of  invest- 
ment that  you  need  to  make 
pay  off.  But  there's  a  hitch. 
IBM's  various  platforms  have 
trouble  working  with  each 
o  th  er,  let  alone 
your  computers 
and  applications 
from  Digital , 
Apple®,  Sun®,  and 
Hewlett-Packard®, 
among  others. 

You're  thus 
restricted  in  your 


FINALLY 


POSSIBLE. 


ability  to  use  your 
hard-won  proc- 
essing power  to 
the  fullest,  and  in  your  capac- 
ity to  choose  the  best  solu- 
tions for  your  present  and 
future  needs. 

Fortunately,  there's  an 
answer.  It's  called  Network 
Application  Support  (NAS), 
the  industry's  most  compre- 
hensive implementation  of 
standards,  and  an  approach 
to  open  computing  that 
allows  true  application  inter- 
operability across  just  about 


all  your  systems,  including 
those  from  IBM. 

Our  SOL  Services  are 
a  good  example.  As  part 
of  NAS,  they  give  users  of 
IBM  PCs,  Macintoshes®  and 
UNIX®  workstations  the 
power  to  access  information 
from  a  dB2'''^  or  IMS'  ''  data- 
base on  an  IBM  mainframe 
an  d  th  en  combine  it  with 
information  trom  other  data- 
bases, such  as  ORACLE' or 
Digital's  Rdb^^'  database. 

Our  commitment  to 
openness  is  further  portrayed 
by  our  worldwide  service  and 
support  organization.  An  organ- 
ization comprising  40,000 
technical  experts  and  possess- 
ing the  ability  to  fully  sei'vice 
over  8,000  hardware  and  soft- 
ware products  from  more  than 
800  different  vendors. 

Yet  despite  the  awesome 
size  and  capabilities  of  our  serv- 
ice and  support  organization, 
tapping  into  its  potential  for 
your  benefit  is  a  simple  task. 
One  phone  call  to  one  person 
IS  all  that's  required. 

Through  its  products  and 
services,  NAS  can  open  just 
about  anything.  Including  the 
world's  most  important  com- 
puter system.  Yours. 

Talk  to  a  Digital  represen- 
tative to  fmd 


out  more. 


E  OPEN  ADVANTAGE 


i  AND  MACINTOSH  ARE  REGISTERED  TRADEMARKS  OF  APPLE  COMPUTER,  INC  SUN  IS  A  REGISTERED  TRADEMARK  OF  SUN  MICROSYSTEMS,  INC  HEWLETT-PACKARD  IS  A  REGISTERED 
!ADEMARK  OF  HEWLETT-PACKARD  COMPANY   UNIX  ISA  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES,  INC  ORACLE  IS  A  TRADEMARK  OF  ORACLE  CORPORATION 
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EQUITY  IS  WAY  UP,  AND  THE  GIANT 
FIRM'S  STOCK  IS  SOARING 


56   MR.  POSTMAN: 

IN  A  LITTLE  UNDER  FOUR  YEARS  AS 
POSTMASTER,  TONY  FRANK  HAS  CUT 
COSTS  AND  TAMED  LABOR.  YET  THE 
AGENCY  STILL  HAS  A  WAY  TO  GO 


28    HEALTH  CARE  EMERGENCY: 

AMERICANS  AGREE  ON  THE  NEED  FOR  A 
NEW  SYSTEM,  BUT  THERE'S  NO 
CONSENSUS  ON  WHAT  IT  SHOULD 
LOOK  LIKE— OR  WHO  SHOULD  PAY 


Government 

;  WASHINGTON  OUTLOOK 

Will  labor  become  1992's  comeback 
player  of  the  year? 

)  POSTMODERNIST 

Tony  Frank  has  been  pushing  the 
envelope  at  the  Post  Office 

Sports  Business 

i  TV  SPORTS' POWER  COUPLE 

Syndicators  Dee  and  Rick  Ray  make 
money  while  the  networks  scramble 

Marketing 

!  FEWER  NICKELS  AND  DIMES 

Woolworth's  specialty  stores  haven't 
protected  the  retailer  against 
recession 


Finance 

2 1 8  MERRILL  LYNCH  MADE  OVER 

The  firm  has  a  new,  improved  look 

220  'THE  SPIRIT  OF  MERRILL' 

CEO  William  Schreyer's  rise 

222  WALL  STREET'S  BIC  HOLDOUT 

Goldman  Sachs  may  yet  go  public 

224  BIOTECH:  HOW  HIGH? 

The  rally  could  fall  to  earth 

226  INSIDE  WALL  STREET 

This  performer  may  do  an  encore 
Can  Intelligent  outsmart  the  shorts? 
Kent's  buy  could  come  aboard  fast 

247   INVESTMENT  FIGURES  OF  THE  WEEK 


Special  Report 


>  THE  PARALLEL  UNIVERSE 

Massively  parallel  processing 
promises  unparalleled  performance 

I  NEED  A  LITTLE  LESS  POWER? 

Multiprocessors  pack  a  VAX-like 
punch  at  a  fraction  of  the  price 

t  CRAY  IS  EATING  DUST 

Why  the  supercomputer  maker  is 
lagging  in  the  MPP  market 

People 

t  MOVERS  &  SHAKERS 

Mary  Rodas:  Teenage  trendmaker 
Susanna  Fodor:  Bridges  to  Hungary 
Richard  Nanuia:  Disney  wunderkind 


80   SUPERCOMPUTERS:  SPECIAL  REPORT 
BY  GANGING  TOGETHER  THOUSANDS 
OF  MICROPROCESSORS,  PARALLEL 
COMPUTERS  ARE  NUDGING  CLOSE  TO 
I  TRILLION  CALCULATIONS  A  SECOND 


Science  &  Technology 

228  WE  DO  NOT  HAVE  LIFT-OFF 

Fiscal  woes  and  national  rivalries  are 
hampering  the  EC's  space  program — 
and  leading  to  a  scaling-down 

232  DEVELOPMENTS  TO  WATCH 

Finding  missing  kids,  toxic-avenging 
soybeans,  blindness,  friendly 
microscopes,  charging  electric  cars 

Social  Issues 

234  STILL  NO  PLACE  FOR  KIDS 

A  new  survey's  family-friendly  index 
finds  that  few  companies  come 
anywhere  close  to  the  ideal 

Personal  Business 

240  TAXES:  Arranging  for  a  tiny  tax  bite 
INVESTING;  Tax-savvy  stock  plays 
CONTRIBUTIONS:  Cheerful  giving 
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Copetas:  Bear  Hunting  with  the 
Politburo 
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The  right  Rx:  Managed  care 
Making  companies  'family-friendly' 
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PRODUCTION 

0»Qog«  from  losJ^-ear:  -0.7*^ 

1         1 00  (four-week  moving  average) 


ISO 


Nov.  2 
179.9 


Oct.  26 
180  5 


Nc*  Mof  July  Nov 

••5-?:  ICOl  1991  1991 

The  production  index  heeded  lower  during  the  week  ended  Nov  2  Seosonolly 
^s.*-5c  c-tOwt  levels  of  trucks,  cool,  poperboord,  paper,  ond  rail-freight  traffic  were 
CO**-  S-^i  truck.,  and  lumber  production  increased,  while  electric  power  and  crude- 
CHt  refining  output  were  flat  from  the  previous  week.  Before  calculation  of  the  four- 
week  moving  average,  the  index  dropped  to  177.6,  from  181  in  the  previous  week. 
~C'  "^e  -pc-^tn  of  October,  the  index  rose  to  179.9,  from  179,3  in  September 

5W  production  index  copyright  1  99  1  by  McGraw-Hill  Inc 


LEADING 

Chonge  from  last  week:  0. 1  % 
Change  from  lost  year:  —1.1% 


205 


200 


July 
1991 


1990  1991  '  1991  1991 

The  leading  index  increased  during  the  week  de  i  Nov.  2.  Higher  stock  prices  i 
and  lower  bond  yields  offset  the  negative  indicate:  !=  riorotlng  motenols  prices,  l 
increased  business  foilures,  and  slower  growth  .h\2  The  growth  rote  for  real  i 
estate  loons  was  virtually  flat.  Before  calculation  ithe  four-week  moving  overoge,  ■ 
the  weekly  index  was  unchanged  at  207.9.  For  je  month  of  October,  tfie  index 
stood  at  207.9,  down  from  208.4  in  September.  1 

Leading  index  copyright  1  99 1  by  Center  for  Interntiiol  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ogo 

STEEL  (ll/9)thous.  of  net  tons 

1,753 

1,795# 

-7.1 

AUTOS  (1  1/91  units 

124,371 

125,924r# 

14.4 

TRUCKS  (11/9)  units 

82,441 

90,509ra 

52.0 

ELECTRIC  POWER  (l  l/9)  millions  of  kilowatt-hours 

56,634 

53,059# 

8.7 

CRUDE-OIL  REFINING  (i  i/91thous  of  bbl./doy 

12,624 

12,774# 

0.6 

COAL  (n/21thous.  of  net  tons 

19,327ff 

20,361 

-9.4 

PAPERBOARD  |1  l/2)  thous.  of  tons 

790.6# 

797. 3r 

3.1 

PAPER    ■  1  2)  thous.  oftons 

770, 0# 

779  Or 

-2,4 

LUMBER  n  1/2)  millions  of  ft. 

495  2# 

498  1 

18,8 

RAIL  FREIGHT  (ll/2)billionsoflon.miles 

20.5# 

218 

-4.2 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA",  Association 
of  American  Railroads 

latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (ii/i3) 

130 

130 

130 

GERMAN  MARK  (ii/i3| 

1.63 

1.64 

1.48 

BRITISH  POUND  (n/i3) 

1.77 

1.77 

1.96 

FRENCH  FRANC  (n/i3) 

5  59 

5.61 

4  99 

CANADIAN  DOLLAR  n  i/i3) 

113 

1.12 

1.16 

SWISS  FRAMC 

1.45 

1.45 

1.25 

MEXICAN  PESO  (i  i/iJ) 

3,059 

3,060 

2,927 

Sourt^i:  //i'j|or  Nev/  /ork  bankj.  Currencies  expressed 

fy'/  .'fj  <:/pr«:i*,<;d  in  dollars 

in  units  per  U.  S.  dollar,  exce 

Dt  for  British 

lateki 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (  M/.  !)  ',/troyoz 

356.550 

354.500 

-7  1 

STEEL  SCRAP  (l  l/li))/l  heavy,  $/ton 

94  00 

94.00 

-12  6 

FOODSTUFFS  |1  l/l  1|  index,  1967-100 

204  6 

205.6 

-2.4 

COPPER  n  i/V)  './Ih 

lll.l 

11 1.6 

-6.3 

AIIJMINUM  II  i/vjc/lb 

53.4 

53  5 

-28.3 

V/HlAr  III/'/)  «2hard,  5/bu. 

3  74 

i  /8 

31.2 

''OrrOM  (ll/'/)tlrirtlov/rr.iddlif.(i  1  1/16  in,  C/lb, 

55.20 

5/16 

-20.2 

'itfot,  l/,nrioft  Wtt'lfiht'l'j/  (ifi'il  sbttirio,  Chicafjo  market,  Commodity  Research  Bureau,  Metah 

■■^:^^|'^^|'|'^■>:W 


lot est 

week 

Week 
ogo 

%  Chonge 
year  ago 

STOCK  PRICES  (11/8)  S&P500 

191.11 

392.55 

25.9 

CORPORATE  BOND  YIELD,  Aao  (ii/8) 

8.55% 

8.58% 

-8.8 

INDUSTRIAL  MATERIALS  PRICES  (ii/8) 

95.5 

95.6 

-7,8 

BUSINESS  FAILURES  (ii/i) 

400 

389 

30.3 

REAL  ESTATE  LOANS  (io/30)  billions 

;396.1 

S396.0r 

2,6 

MONEY  SUPPLY,  M2  (i  0/28)  billions 

U04.9 

$3,409.7r 

2,5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (io/26)thous. 

420 

406r 

-5,2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  CoTierce  (ir 
Brodstreet  (failures  of  large  companies),  Federal  Reserve  Bed,  Labor 
justs  data  on  business  failures  and  real  estate  loons. 

dex:  1980=100),  Dun  & 
Dept.  CIBCR  seasonally  od- 

■;.M:in^'i^<.]:M;,i[<i:hUf\. 

;W 

Month 
ago 

%  Chonge 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Oct.) 

179.9 

179.3r 

-1.1 

BUSINESS  WEEK  LEADING  INDEX  (Oct ) 

207  9 

208.4r 

-1.4 

PRODUCER  PRICE  INDEX  |Oci  )  finished  goods 

122  3 

121.5 

0.0 

PURCHASING  MANAGERS'  INDEX  (Oct ) 

53.5% 

55.0% 

22.7 

Sources:  BW,  CIBCR,  BLS,  National  Association  of  Purcha 

Management 

1 .  •  i : :  'i  '  V:  ^  'i^m^^^^^m 

Week 
ago 

%  Change 
yeor  ago 

MONEY  SUPPLY,  Ml  (io/28) 

8o^  0 

$882.8r 

7.8 

BANKS'  BUSINESS  LOANS  (io/30) 

295.6 

296.6r 

-9.4 

FREE  RESERVES  (io/30) 

947r 

744r 

239,4 

NONFINANCIAL  COMMERCIAL  PAPER  (10/30) 

133,1 

134.6 

-13.4 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  fr 

two-week  period  in  millions). 

I  reserves,  which  are  expressed  for  a 

MONEY  MARKET  RATES          ^  J 

Infect 

Week 
ogo 

Year 
ogo 

FEDERAL  FUNDS  (ii/i2) 

5-06% 

7,94% 

PRIME  (11/13) 

7  50 

7.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  |ii/i2) 

5.02 

5.06 

7.88 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (ii/i3| 

5.03 

4.98 

7.95 

EURODOLLAR  3-MONTH  {n/9) 

5.01 

5,25 

7,99 

Sources:  Federal  Reserve  Board,  First  Boston 


'  it/  rriNrl'til,  Mbrri|«liii  r(iarl(«t 

'lift  pfodijf.lion  indc  olort  are  »«»akon«lly  adjustod  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  achinery  and  defense  equipment- 
•d  I'rodiKtt  Auri     >-  '/oulhom  l  oruit  ('roduclt  Assn.    3  =  Free  market  value    NA^Not  available    r  =  revised    NM  =  Not  meaningful   


//'       ■  K//I  Mill  ('        I  VVI 


Ever  Get  The  k 


You're  Raying 
For  More  Pliotection 
Than  You  Need? 


That's  ^  at  happened  to 
many  oft  Pest  Control 
Operato  )f  California. 

Their"  iler  plate"  prop- 
erty/liabi   policy  had  them 
paying  th  >ame  premiunri  rote 
as  some'  he  biggest  crop 
dusting  c  rations,  even 
though  tl-  didn't  have  the 
same  kin  of  risks. 

They  C(  e  to  us  for  a 
solution. 

Alon  vith  their  insurance 
broker,  w  oiled  up  our  sleeves, 
studied  t^  -  industry  and  iden- 
tified the  c  differences  within 
the  pest  c  itrol  business.  We 


then  built  tailored  coverages, 
services  and  rotes  to  fit  their 
specific  needs. 

Are  they  saving  money?  A 
lot.  Plus  we  showed  them  how 
to  avoid  risks  and  minimize 
accident  costs,  which  led  to  a 
substantial  refund  on  their  pre- 
miums at  the  end  of  the  year. 
And  now  we're  working  as  a 
team  on  theirworkers  compen- 
sation insurance,  too. 

This  is  just  one  example  of 
how  our  customer-focused 
property/liability  and  workers 
compensation  plans  ore  help- 
ing to  control  insurance  costs. 


For  more  examples,  coll  your 
independent  agent  or  broker, 
or  our  CEO,  Bob  Puccinelli, 
directlyot  (415)  627-5331. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 


Industrial 
Indemnity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office:  San  Francisco 
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PRODUCTION 

Change  from  last  week:  -0.3% 
Change  from  last  year:  ~0  7% 

1967=100  (four-week  moving  average) 


LEADING 

Change  from  lost  week:  0. 1  % 
Change  from  last  year:  -1.1% 


Nov,  2 
179.9 


i 


Oct,  26 
180  5 


215  . 


Mor 
1991 


July 
1991 


Nov 
1991 


210 


205 


200 


Nov,  2 
208,0 


Oct  26 
207.8 


niiiiii 


Mar 

1991 


July 
1991 


Nov) 
1991; 


The  production  index  headed  lower  during  the  week  ended  Nov.  2  Seosonally 
adjusted  output  levels  of  trucks,  cool,  paperboard,  paper,  and  rail-freight  traffic  were 
down  Steel,  truck,  and  lumber  production  increased,  while  electric  power  and  crude- 
oil  refining  output  were  flot  from  the  previous  week.  Before  colculation  of  the  four- 
week  moving  overage,  the  index  dropped  to  177.6,  from  181  in  the  previous  week. 
For  the  month  of  October,  the  index  rose  to  179  9,  from  179  3  in  September. 
BW  production  inde«  copyfighf  1  99  1  by  McGrow  Hill  Inc 


The  leading  index  increased  during  the  week  ended  Nov.  2,  Higher  stock  prices] 
and  lower  bond  yields  offset  the  negative  indicators;  deteriorating  materials  prices,; 
increased  business  failures,  ond  slower  growth  in  M2  The  growth  rate  for  reol'* 
estate  loans  was  virtuolly  flat  Before  calculation  of  the  four-week  moving  average,;^ 
the  weekly  index  was  unchanged  at  207,9.  For  the  month  of  October,  the  indexii 
stood  at  207,9,  down  from  208.4  in  September  j: 
Leoding  index  copyright  1  99 1  by  Center  tor  International  Business  Cycle  Research  J 
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IS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  (11/9)  thous.  of  net  tons 

1,753 

1,795# 

-7.1 

AUTOS  (11/9)  units 

124,371 

125,924r# 

14.4 

TRUCKS  (11/9)  units 

82,441 

90,509r# 

52.0 

ELECTRIC  POWER  (l  l/9)  millions  of  kilowatt-hours 

56,634 

53,059# 

8.7 

CRUDE-OIL  REFINING  (i  i/9)thous  of  bbl  /doy 

12,624 

12,774# 

0,6 

COAL  (11/2)  tfious.  of  net  Ions 

19,327# 

20,361 

-9  4 

PAPERBOARD  (i  1/2)  thous  of  tons 

790.6# 

797.3r 

3  1 

PAPER  (1  1/2)  thous.  of  tons 

770.0# 

779  Or 

-2,4 

LUMBER  (11/2)  millions  of  ft. 

495. 2# 

498.1 

18  8 

RAIL  FREIGHT  (l  1/2)  billions  of  ton-miles 

20.5# 

218 

-4,2 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  '?eporfs,  Edison  Electric  Institute, 
American  Petroleum  institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  5FPA',  Association 
of  American  Roilroads 

latest 
week 

Week 
ago 

Vcor 
ago 

JAPANESE  YEN  (II/13) 

130 

130 

130 

GERMAN  MARK  (11/13) 

1  63 

1  64 

1.48 

BRITISH  POUND  (11/13| 

1.77 

1.77 

1.96 

FRENCH  FRANC  (ii/is) 

5.59 

5.61 

4  99 

CANADIAN  DOLLAR  (Ii/13) 

1.13 

).12 

116 

SWISS  FRANC  111/13) 

1  45 

1.45 

1.25 

MEXICAN  PESO  (ii/i3)= 

3,059 

3,060 

2,927 

Sources:  Mo|or  New  York  banks.  Currencies  expressed  in  units  per  U,  S  dollar,  exce 
pound  expressed  in  dollars 

3t  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (11/13)  S/troy  02. 

356  550 

354  500 

-7.1 

STEEL  SCRAP  (11/12)#1  heavy,  $/ton 

94.00 

94.00 

-12  6 

FOODSTUFFS  (l  1/1 1)  index,  1967=100 

204  6 

205.6 

-2  4 

COPPER  (11/9)  c/lb. 

111.1 

1 1 1.6 

-6.3 

ALUMINUM  (11/9)  c/lb 

53.4 

53.5 

-28.3 

WHEAT  11 1/9)  #2  hard,  S/bu 

3.74 

3.78 

312 

COTTON  (11/9)  strict  low  middling  1-1/16 

in.,  C/lb. 

55.20 

57.16 

-20.2 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Week,  Kansas  City  market,  Memphis  market. 
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Latest 
week 

Week 
ago 

%  Chang 
year  ag 

STOCK  PRICES  (ii/8)S&P500 

391.1 1 

392.55 

25. 

CORPORATE  BOND  YIELD,  Aaa  (ii/8) 

8.55% 

8.58% 

-8. 

INDUSTRIAL  MATERIALS  PRICES  (ii/S) 

95.5 

95.6 

-7. 

BUSINESS  FAILURES  (ii/i) 

400 

389 

30. 

REAL  ESTATE  LOANS  (io/30|  billions 

$396.1 

$396.0r 

2. 

MONEY  SUPPLY,  M2  ( 10/28)  billions 

$3,404  9 

$3,409.7r 

2. 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/26)  thous 

420 

406r 

-5.: 

Sources:  Standard  &  Poor's,  Moody's,  Journai  of  Commerce  (index:  1980=100),  Dun  < 
Bradstreef  (failures  of  lorge  companies}.  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  seasonally  at 
usts  doto  on  business  failures  and  real  estate  loons 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Chang 
year  agi 

BUSINESS  WEEK  PRODUCTION  INDEX  (Oct ) 

179.9 

179.3r 

-1. 

BUSINESS  WEEK  LEADING  INDEX  (Oct ) 

207.9 

208. 4r 

-1.. 

PRODUCER  PRICE  INDEX  (Oct )  finished  goods 

122.3 

121.5 

0.1 

PURCHASING  MANAGERS'  INDEX  (Oct ) 

53.5% 

55.0% 

22.: 

Sources:  BW,  CIBCR,  BLS,  Notionol  Associotion  of  Purchasing  Management 

1.' !.i 1  ^  n  HI M  w.r]:^H^HHHi 

Latest 
week 

Week 
ago 

%  Changi 
year  ogt 

MONEY  SUPPLY,  Ml  (10/28I 

$883  8 

$882  8r 

7.1 

BANKS'  BUSINESS  LOANS  (10/30) 

295.6 

296. 6r 

-9.' 

FREE  RESERVES  (10/30) 

947r 

744r 

239j 

NONFINANCIAL  COMMERCIAL  PAPER  (10/301 

133.1 

134.6 

-13.^ 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions), 

which  are  expressed  for  ( 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yeai 
agi 

FEDERAL  FUNDS  (11/12) 

4,89% 

5.06% 

7.94% 

PRIME  (11/13) 

7,50 

7.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (11/12) 

5  02 

5.06 

7.88 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (ii/i3) 

5.03 

4.98 

7.95 

EURODOLLAR  3-MONTH  (ii/9| 

5  01 

5  25 

7.99 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipment; 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r  =  revised     NM  =  Not  meaningful 
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Ever  Get  The  feeling 

You're  Pciying 
For  More  Protection 
Than  You  Need? 


That's  what  happened  to 
many  of  the  Pest  Control 
Operators  of  California. 

Their  "boiler  plate"  prop- 
erty/liability policy  had  them 
paying  the  same  premium  rate 
as  some  of  the  biggest  crop 
dusting  operations,  even 
though  they  didn't  have  the 
same  kinds  of  risks. 

They  came  to  us  for  a 
solution. 

Along  with  their  insurance 
broker,  we  rolled  up  our  sleeves, 
studied  their  industn/  and  iden- 
tified the  risk  differences  within 
the  pest  control  business.  We 


then  built  tailored  coverages, 
services  and  rotes  to  fit  their 
specific  needs. 

Are  they  saving  money?  A 
lot.  Plus  we  showed  them  how 
to  avoid  risks  and  minimize 
accident  costs,  which  led  to  a 
substantial  refund  on  their  pre- 
miums at  the  end  of  the  year. 
And  now  we're  working  as  a 
team  on  theirworkers  compen- 
sation insurance,  too. 

This  is  just  one  example  of 
how  our  customer-focused 
property/liability  and  workers 
compensation  plans  are  help- 
ing to  control  insurance  costs. 


For  more  examples,  call  your 
independent  agent  or  broker, 
or  our  CEO,  Bob  Puccinelli, 
directlyot  (415)  627-5331. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 


Industrial 
Iiicleiimity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office;  San  Francisco 
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The  Right  Typeface 

Can  Make  Even 

BAD  NEWS 

Look  Good. 


e  offer  the  example  at  left  as  a  simple  demon-  Each  Adobe  Type  Set  package  contains  eight  to 

stration  of  the  power  of  type.  Why,  if  a  typeface  can         ten  typefaces,  a  32-page  booklet  on  using  type 
make  a  letter  from  the  IRS  appear  inviting,  think         effectively,  and  Adobe  Type  Manager"  software  — 


what  it  could  do  tor  your  documents. 


At  Adobe,  we  believe  a  typeface  is 


not  a  mmor  detail,  but  an  essential 


part  of  every  written  communica- 


tion. The  look  ol  a  document  has  a 


lor  a  true  picture  ol  your  type,  on 


the  screen  and  on  the  page.  And  we 


might  mention,  just  to  clinch  things. 


Adobe  Type  Sets  are  simple  to  use 


and  quite  affordably  priced. 


Now,  il  we  can  just  talk  the  IRS 


great  deal  to  do  with  its  effectiveness 

This  is  why  we  created  Adobe 
Type  Set*  packages,  computer  typefaces  lor  Mac-  Regular  is  our  pick),  who  knows  what  wonders 


Mr.  Stinuon  of  the  IRS  politely  foUouv  up 

hu>  uii'ttation  with  a  vuu.  into  using  a  better  typeface  (Cochin 

Oddly,  no  one  appeau  to  he  at  home. 


intosh"  and  PC  Windows."  Adobe  Type  Sets  are  it  could  do  for  the  national  balance  sheet? 


specially  selected  typefaces,  designed  to  improve 


To  learn  more  about  Adobe  Type  Set  packages, 


everyday  business  documents  —  from  letters  and  visit  the  Adobe' Authorized  Dealer  nearest  you. 


spreadsheets,  to  faxes,  overheads  and  invitations.  Or  telephone  1-800-833-668Z'' 


Adobe  Systems  [ncorporated 


AKASAKA  PRINCE  HOTEL.  \ 
WHAT  BUSINESS  IS  COMING  , 
TO  IN  TOKYO. 


For  location,  comfort  and 
service,  The  Akasaka 
Prince  Hotel  towers  far 
above  the  rest.  All  761 
guest  rooms  offer  ample 
work  space,  complete 
privacy  and  spectacular 
views.  There  are  twelve 
superb  restaurants  and 
lounges  to  choose  from. 
Or  you  can  enjoy  room 
service  around  the  clock. 
For  fail-safe  reservations, 
Call  Prince  Hotels 
U.S.A.  800-542-8686 
Canada  except  Toronto 
800-268-7677 
Toronto  416-444-2511 
Utell  International 
U.S.A.  800-44  UTELL 
Canada  800-668-1513 
Ontario/Quebec 
800-387-8842 
or  The  Akasaka  Prince 
Hotel  in  Tokyo  at 
03-3234-1111  by  phone  or  I 
03-3262-5163  by  Facsimile 
or  232-4028  AKAPRH  J  by 
telex. 


Akasaka  0PR.IWCE  HOTE 

TOKYO 
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ARDTT 
THE  ONLY 

REASON 
FAIRFAX 

COUNTY  ISA 
SMART 
MOVL 

It  takes  no  genius  to  figure  out  that  flights  per  week  to  14  international  locations. 
?ll-educated  employees  are  critical  to  The  State  of  Virginia  is  another  com- 

iccess  in  business.  In  and  around  Fairfax  pelling  reason  to  move  to  Fairfax  County.  A 

3unty,  youH  find  a  greater  concentration  sense  of  fiscal  responsibifity  and  sound  man- 

them  than  anywhere  else.  agement  dominates  both,  the  County's  AAA 

But  the  quality  of  the  people  who  bond  rating  being  a  perfect  case  in  point, 
ill  work  for  your  company  is  only  part  of  And  perhaps  most  critical  to  the 

tiy  you  should  consider  moving  here.  people  who  work  here  is  the  way  of  fife  the 

Washington,  D.C.  is  right  next  door.  County  offers.The  neighborhoods  are 

[id  many  companies,  including  Mobil,  beautiful.  Public  parks  are  many  and 

r&X  TRW,  EDS  and  Rockwell  Intemation-  inviting.The  school  system  is  one  of 

,  capitaUze  on  the  government's  need  the  nation's  best, 
r  information  and  analysis.  For  more  information,  call  us  or  send 

Washington  Dulles  International  Air-  us  the  coupon. 
)rt,  located  in  \he  County,  offers  1,897  flights  You'll  find  that  a  move  to  Fairfax 

jr  week  to  76  domestic  markets.  And  108  County  is  smart,  if  not  downright  briUiant 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 

Name  

Title  

Company  

Address  

City  State  Zip  

Phone  

Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard.  Suite  450.  Vienna,  Virginia  22182 
I   Telephone  (703)  790-0600.  Fax  (703)  893-1269. 


ZERO    COUPON  BONDS 

The 
Wrong  Choice 

for 

College  Savers 


By  Peter  A.  Roberts,  Chairman,  College  Savings  Bank 


From  parents  to  educators  to 
legislators,  everyone  is  concerned 
about  the  ever-rising  cost  of  college 
and  how  families  will  be  able  to 
pay  future  costs.  But  let's  not  jump 
to  conclusions.  Just  because  some 
states  and  brokerage  firms  offer 
zero-coupon  bonds  to  fund  a 
college  education  doesn't  mean 
zeros  are  the  right  choice.* 

Just  Say  "NO!"  to  Zeros 

Parents  should  avoid  the  use  of 
zero-coupon  bonds,  which  pay  a 
fixed  amount  at  maturity,  to  fund 
the  uncertain  price  of  tomorrow's 
college  education. 

A  zero-coupon  bond  is  a  fixed-rate 
asset  while  the  future  cost  of  a 
college  education  is  a  variable-rate 
liability  Prudent  money  managers 
do  not  fund  variable-rate  liabilities 
with  fixed-rate  assets.  Such  a 
speculative  investment  strategy 
caused  the  demise,  in  part,  of  many 
S&Ls  in  the  early  1980s.  In  fact, 
today  Federal  banking  authorities 
deem  any  relatively  heavy  invest- 
ment in  long-term  zero-coupon 
bonds  to  be  an  unsafe  and  unsound 
inveshnent  practice  subject  to  super- 
visory action. 

Therefore,  if  your  broker  urges  you 
to  buy  zeros  to  fund  your  child's 
college  education,  just  say  "NO!" 


There  Is  a  Better  Way 

Many  individuals  as  well  as  college 
and  university  administrators  have 
found  a  way  to  meet  the  rising  cost 
of  college  with  the  CollegeSure® 
Certificate  of  Deposit  (CD). 

The  CollegeSure  CD  is  indexed  to 
college  costs  so  it  pays  a  variable 
interest  rate  tied  to  the  college 
inflation  rate. 

Moreover,  the  CollegeSure  CD: 

•  Is  the  only  savings  product 
guaranteed  to  pay  college  costs  no 
matter  how  high  they  climb  —  no 
other  investment  offers  this  peace 
of  mind; 

•  Allows  you  to  prepay  college 
costs  today  at  a  deep  discount  to 
tomorrow's  prices; 

•  Requires  only  a  low  initial 
investment  of  $1,000;  and 

•  Is  FDIC-insured,  so  it's  backed 
by  the  full  faith  and  credit  of  the 
U.S.  Government  up  to  $100,000 
per  depositor. 

Call  1-800-888-2723  or  write  today 
to  get  complete  information  about 
the  CollegeSure  Certificate  of 
Deposit ...  the  guaranteed  way  to 

save  for  college.'^ 


Peter  A.  Roberts  is  a  knoivn  expert  in 
the  saving-for-college  marketplace.  He 
has  provided  testimony  on  college 
costs  and  tax  incentives  to  save  before 
the  U.S.  Senate  Finance  Committee, 
the  U.S.  House  Ways  and  Means 
Committee  and  other  governmental 
bodies.  He  played  a  leading  role  on 
Wall  Street  in  the  development  of  the 
zero-coupon  bond  and  he  is  the 
inventor  of  the  CollegeSure  "  CD, 
America's  first  commercially  available 
and  nationally  marketed  college  cost 
prepayment  product. 


•Zero-coupon  bonds  pay  no  interest  until  maturity  Zeros  are  issued  at  a  discount  and  pay  the  full  face  value  at  maturity, 
©  1991  College  Savings  Bank  CollegeSure*  CD  is  a  unique  investment  product  the  creation  and  origination  of  which  is 
red  by  one  or  more  patents  owned  by  College  Savings  Bank  Substantial  penalty  for  early  withdrawal  Read  the 
unt  terms  and  conditions  carefully  before  investing  wKKi'ih-l  191 


Peter  A.  Roberts  testifyin^^  before  the  U.S. 
Senate  Finance  Committee,  jiily  31,  1991. 


Call  Toll-Free 

1-800-888-2723 

Monday  -  Friday 
9  am  -  5  pm 
Eastern  Time 


College 

Savings  Bank 

5  Vaughn  Drive 
Princeton,  N.J.  08540-6313 


Member  FDIC 


4F-CA 
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WORKERS  HAVE  TO  'BUILD 

THEIR  OWN  SAFETY  NETS'  

Congratulations  on  "I'm  worried 
about  my  job!"  (Cover  Story,  Oct.  7) 
and  "When  the  bonds  of  loyalty  are  bro- 
ken" (Editorials,  Oct.  7),  stressing  the 
importance  of  developing  skills  and 
adaptability  in  today's  economy.  It  is 
certainly  true  that  global  competition 
and  technological  change  have  developed 
a  new  economic  reality  for  American 
workers.  As  you  say,  the  corporate  sur- 
vivors are  those  who  broaden  their  skill 
bases  and  contacts  and  build  their  own 
safety  nets.  This  is  as  true  for  rank-and- 
file  working  people  as  it  is  for  managers 
and  executives.  We  in  the  Labor  Dept. 
have  been  preaching  this  gospel. 

The  days  when  job  security  could  be 
guaranteed  by  a  company,  a  union,  or 
even  government  are  largely  over.  To- 
day, job  security  can  only  be  achieved 
when  workers  have  the  willingness  and 
the  opportunity  to  lea:rn  and  are  not  dis- 
couraged from  moving  from  job  to  job 
and  career  to  career.  You  cited  the  im- 
portance of  making  pensions  portable  as 
a  key  step  in  meeting  the  new  chal- 
lenges. You  are  right;  that  is  why  the 
Administration's  POWER  proposal  is  de- 
signed to  provide  retirement  security  for 
more  working  men  and  women,  and  to 
make  pensions  more  portable. 

Whether  the  challenge  is  for  employ- 
ers to  shift  from  guaranteeing  employ- 
ment to  guaranteeing  employability  or 
for  business,  labor,  and  government  to 
lead  a  workplace  revolution  focused  on  a 
'90s  agenda  for  job  security,  all  of  us 
must  recognize  that  our  people  are  the 
critical  element  in  America's  ability  to  be 
competitive  in  global  competition. 

Lynn  Martin 
Secretary  of  Labor 
Labor  Dept. 
Washington 

THIS  INVESTMENT  TAX  CREDIT 
DOESN'T  PICK  WINNERS  

In  your  article  "Suddenly,  everyone 
wants  to  cut  taxes"  (Top  of  the  News, 
Nov.  4),  you  refer  to  some  of  my  propos- 
als to  stimulate  investment  as  requiring 
government  to  pick  winners  and  losers. 


That  is  not  the  case — my  suggestion  to 
enact  an  incremental  investment  tax 
credit  would  simply  provide  for  an  in.- 
vestment  credit  only  on  new  investment 
above  a  base  line. 

This  would  prevent  giving  revenues 
away  for  investments  that  likely  would 
have  been  made  anyway.  Other  than  to 
confine  the  credit  to  machinery  and 
equipment,  I  have  imposed  no  limitations 
on  which  types  of  equipment,  or  on 
which  industries,  can  be  eligible  for  the 
credit. 

Lawrence  Chimerine 
President 
Radnor  Consulting  Services 
Wayne,  Pa. 

KUWAIT  IS 

NO  DEADBEAT  

In  Capital  Wrapup  (Washington  Out- 
look, Oct.  28),  under  "Desert  Storm," 
you  incorrectly  reported  that  Kuwait 
was  an  "offender"  in  not  paying  its  con- 
tributions to  the  U.  S.  and  that  the  Ad- 
ministration feared  pressing  too  hard. 
The  U.  S.  and  Kuwait  agreed  on  a  sched- 
ule of  payments  that  recognized  that 
Kuwait  has  had  almost  no  revenue  from 
oil  in  over  a  year  and  yet  has  had  enor- 
mous reconstruction  costs.  Kuwait  has 
met  every  payment  as  promised,  and  its 
entire  pledge  will  be  paid  in  December. 

Edward  W.  Gnehm  Jr. 
U.  S.  Ambassador  to  Kuwait 
Kuwait  City 

FEAR  OF  LENDING: 

A  BANKER'S  RATIONALE  

In  response  to  your  commentary 
"Bashing  the  regulators  won't  get 
loans  flowing,"  (Top  of  The  News,  Oct. 
14),  I  would  like  to  say:  "Oh,  yes,  it 
will!" 

Amid  talks  of  easing  banking  capital 
requirements,  I  would  like  to  give  a 
banker's  viewpoint.  The  facts  are  these: 
Banks  aren't  lending  money  because 
they  are  either  too  weak  and  lack  the 
capital  base  to  support  new  loans  or 
they  are  afraid  to  make  a  loan  that  next 
week  will  be  written  off  because  of 
tougher  regulations.  On  these  lines,  we 
should  not  lower  capital  ratios.  Strong 
capital  bases  make  good  sense.  Even 


.  by  .McGraw-Hil 


BUSINESS  WEEK 
NOVEMBER  25,  1991  ***3241 
iSSN  0007-7135 

Publisheil  weekly,  exce(Jt  for  one  issue  in  Ji 
Inc  Founder:  Jame.s  H  McGraw  (18()0-1948), 
Executive,  Editorial,  Circulation,  and  .4dvertisin(;  Offices:  McGraw 
Hill  Buildni-j   IJj;   \,,, -'line  of  the  Americas.  New  York.  N  Y  10020 

Telephou,.      ■      ,  -  ,:  I  Domestic  Telex:  12-7960;  International  Tel 

eK  2:K:ii;,-  •    1  I,    >l    ,,  ,.u-Hill  New  York,  TWX,  710-.581-4879, 

U  S  subs,i  i|,ii,  n.  :44  M  per  year;  2  years,  $74.9.");  ;i  years,  $93M:> 

Sint^le  co],ie>,  Write  for  rates  in  other  countries 

Business  Week  Subscriber  Services;  l-800-()3.)-1200. 


Euri.|,ejn  Circulation  Center.  McGraw-Hill  House.  Maidenhead,  Berks, 
Kii^-kiiMl  Teleiihone  IU(i2!<)  23431,  Telex  X48MU 

I',,'!ii,:.ster  Please  send  address  changes  to  BUSINESS  WEEK.  PO 
li,,,  4, id,  Hijihtstuwn,  -N  J  08.'i20,  Second-class  postaj^e  paid  at  New 
Vork.  N  Y  ,  and  at  additional  mailinf;  offices  PoslaKe  i>aid  at  Montreal, 
Py  Registration  Number  llOlO  ReKlstered  for  GST  as  McGraw-Hill. 
Inc,  GST  =R12307.-i673.  Copyrinht  '  1991  by  McGraw-Hill  Inc.  .^11  rik'hts 
reserved.  Title  re^iscered  in  U,S,  Patent  Office- 


Officers  of  McGraw-Hill,  Inc.;  Joseph  L,  Dionne.  Chairman.  President 
and  Chief  Executive  Officer;  Robert  N,  Landes,  Executive  Vice  Presi- 
dent. General  Counsel,  and  Secretary;  Harold  W,  McGraw.  Ill,  E.xecu- 
tive  Vice  President;  Frank  D.  Pen^lase.  Senior  Vice  President.  Trea- 
sury Operations. 

PHOTOCOPY  PERMISSION;  Where  necessary,  permission  is  jiranted  by  the  copyright  owner  for  those  rejiistered  with  the  Copyright  Clearance 
Center  (CCC),  27  Congre.ss  St,,  Salem.  Mass,  01970.  to  photocopy  any  article  herein  for  the  flat  fee  of  $1,50  per  copy  of  each  article  Send  payment 
to  the  CCC.  Copvinf;  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited.  Address  retjuests 
for  customized  bulk  reprints  to  Business  Week  Reprints.  P.  0.  Box  457.  HiKht.stown,  N  J  08.5-20,  or  call  «09  4-26-5494,  ISSN  0007-7135/91/$2..50 


BUSINESS  WEEK/NOVEMBER  25,  1991  5 


corporate  jet 

It  appears  that  the  company  mail  cart  has  quietly 
become  a  vehicle  of  runaway  abuse. 

TheWall  Street  Journal  has  reported  that  30%  of 
all  packages  currently  marked  "rush"  needn't  be. 

Last  year,  that  impulse  to  "overnight  it'' needlessly 
cost  American  businesses  over  three  billion  dollars. 

No  one  is  more  alarmed  by  this  inefficiency  than 
UPS,  because  no  one  is  more  qualified  to  prevent  it. 

After  alljWe  offer  the  most  comprehensive  array  of 
cost-effective,  time-definite  shipping  options.  Including 
ground  delivery  two-day  air,  international  air  and  over- 
night air  delivery  Monday  through  Saturday 

And  for  those  shipments  that  are  truly  "urgentf 
"rushfor  "overnight,"  UPS  Next  Day  Air  guarantees 
delivery  before 1030  a.m!  And  does  it  in  such  an  efficient 
manner  we  can  deliver  your  package  for  up  to  40%  less 
than  any  other  overnight  delivery  company 

If  that  kind  of  cost  control  appeals  to  you ,  call  UPS. 
To  us,  every  package  is  a  "priority"      simply  don't 

price  them  that  way  We  run  the  tightest  ship  in  the  shipping  business! 


ups 


Ml  'J3uun^/^a  'l6bl  @  'SZ9P-899  009  HOD  VpouDOu;  pi:S9^9£9008llo^-■'^lD^pJ^uun^^/{Da/(qJD^UDpuljo)^J^liM^^ll-uo^DLalofw^MlUJOJ 

do}  LIO  ADJS  01  p3WlUJ3}3p  3JD  Ot//V\  PiP(/AV&PA3  3ldood fo  SpUDq  3Lj]  pUD  'S3J0]S]U9Ulllpd3p  'sdoLfS /QlDDdds  'S3J01S  S}0npOJd 3Dl[fo  Ut  SJ9UUn^  /OdQ  pUlf  gnOA 

saazi Nvoao  i vNOsa3d 


mom  ue  noA  saiS  o]  §uioS  si  >jS9p  sqi  jo  apis  jaqio  sqi 
uo  ]oqs  joq  leqi  >iuiq5  no/v  S9>[Biu  leqM  'i,ugd  no/( ji  jng  aq/vBiAi 
<;§uniBM iu9LUiuioddB ]X9u  xnok d99>i  o]  lue/w  Aubsj  noA aaqpqM  jaquiams^  iuoiiBSJSAuoD 
qDiqM  JO  ino  3lub3  siuauiiiuiuioD  ;BqM  jo  >[3Bii  d39>i  <;dn  3Joqs  oi  psau  noA^eqi  s9ss9u>(B9m 
Ainu9pi  Aiqissod  noX  pinoo  jgziueSjo  lBuosa9d  ai9uuny  Abq  b  9ABq  i,upip  no/vXes  s,pi 

'Suiujrn  Luojj  saiqei  aqi  d93>i  noX  digq  ubd  \\ 


It  can  help  you  turn  the  tables. 

Let's  say  you  didn't  have  a  Day  Runner'  Personal  Organizer.  Could  you  possibly  set 
goals  and  plot  how  effectively  you're  meeting  them?  Keep  track  of  which  contacts  came  from 
where?  Identify  opportunities  and  put  yourself  in  a  position  to  capitalize  on  them? 

Maybe.  But  if  you  can't,  what  makes  you  think  that  big  shot  /  ^^^WH/IWIIR 
on  the  other  side  of  the  desk  is  going  to  give  you  an  inch?  h  r  s  o  n  a  l  organizers 

You  11 find  Day  Runners  in  office  products  stores,  specialty  shops,  department  stores,  and  the  hands  oj  people  everywhere  who  are  detemvned  to  get  ahead. 
For  more  infomiation-hke  where  to  find  a  nearby  Day  Runner  dealer-call  800  635-5544  In  Canada,  call  800  668-4575. 


)RRECTIONS  &  CLARinCATiONS 

"A  mounting  arsenal  against  nii- 
ines"  (Personal  Business,  Oct.  14), 
referred  to  the  Baylor  College  of 
licine  as  a  unit  of  Baylor  Universi- 
The  institutions  are  not  affiliated. 

'Dueling  pioneers"  (The  Quality  Im- 
itive,  Bonus  Issue,  Oct.  25),  we 
itified  W.  Edwards  Deming  as  a 
fessor  at  Columbia  University, 
ile  Deming  lectures  at  Columbia, 
principal  academic  appointment  is 
4ew  York  University's  Leonard  N. 
-n  School  of  Business,  where  he  has 
n  an  emeritus  member  of  the  facul- 
lince  1976. 


5  important,  strong  banks  already 
:  the  new  requirements.  Lowering 
irements  would  just  let  weak  banks 
into  more  trouble.  The  real  problem 
in  the  classification  of  the  secondary 
ce  of  repayment.  For  example,  a 
:  that  has  a  "performing"  real  es- 
loan,  meaning  interest  and  principal 
3aid  current,  may  be  enforced  by  the 
.lators  to  classify  the  loan  as  "non- 
orming"  if  the  value  of  the  undely- 
real  estate,  the  secondary  source  of 
yment,  has  been  reduced  during  a 
praisal. 

agree  that  this  loan  is  less  sound 
one  with  sufficient  capital,  but  is  it 
y  "nonperforming"?  To  bankers, 
iperforming"  translates  into  loss  re- 
es,  a  lower  stock  price,  lack  of  cus- 
;r  confidence,  and  even  the  loss  of 
Danker's  job.  The  prudent  solution  is 
aaintain  banks  with  strong  capital 
IS,  but  call  'em  as  we  see  'em.  If  the 
is  performing,  then  classify  it  as 
orming! 

D.J.  D'Auria 
San  Diego 

LTH  CARE  REFORM: 

E  FOR  A  SECOND  OPINION 

s  a  family  physician,  I  read  your 
i  proposal  for  health  care  reform 

great  interest  ("A  prescription  for 
rm,"  Social  Issues,  Oct.  7).  While  it 
significant  merit,  I  would  offer  sev- 
comments.  The  estimate  that  30'7(  of 

is  unnecessary  may  be  true,  but  the 
jestion  that  this  is  due  primarily  to 
;ician  greed  is  not.  I  work  for  a  non- 
it  clinic:  I'm  paid  a  salary,  and  there- 

I  have  no  incentive  to  overtreat. 
/ever,  I  often  find  myself  ordering 
3  that  aren't  medically  necessary  or 
itting  patients  who  could  be  man- 
i  outside  the  hospital  because  of  pa- 
t  pressure  and  to  protect  myself  or 
emergency  room  physician  from  liti- 


In  1990, 

ONE  company's  assets  GREW 
41%    IN   A   RECESSION  YEAR. 


For  turning  data  into  information,  two  books  by 
Edward  Tufte  on  the  state  of  the  art  for  visual  displays 

ENVISIONING  INFORMATION 

"A  beautifully  illustrated,  well-argued  volume.  A  savvy  guide  for  the  professional." 
SCIENTIFIC  AMERICAN     "A  modcl  of  good  design — each  beautifully  printed  page  a 
harmony  of  space,  type  and  illustration.  .  ."  new  york  times     "Brilliant  work  on 
the  best  means  of  displaying  data."  sci-tech  book  news  "A  joy  to  read."  computer 

Winner  of  7  book  awards.  Over  400  illustrations  with  exquisite  6  to  12-color  printing. 
The  finest  examples  In  technical,  creative,  and  scientific  presentations:  diagrams,  legal 
exhibits,  computer  graphics,  charts,  maps,  and  use  of  color.   $48  per  copy  postpaid. 

THE  VISUAL  DISPLAY  OF 
QUANTITATIVE  INFORMATION 

"One  of  the  best  books  you'll  ever  see."  datamation    "The  century's  best  book 
on  statistical  graphics."  computing  reviews   "Stunning,  classic."  optical  engineering 
"Required  reading."  new  york  times     "A  visual  Strunk  and  White."  boston  globe 

250  of  the  best  (and  a  few  of  the  worst)  statistical  charts,  graphics,  and  tables.  Detailed 
analysis  of  how  to  display  data  for  precise,  quick,  effective  analysis.   $40  per  copy  postpaid. 

Order  directly  from  publisher.  Same-day  shipping.  Moneyback  guarantee. 
Send  check  to:  Graphics  Press   Box  430-B   Cheshire,  Connecticut  06410 
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For  The  90s. 


President  Kirk  Lanterman's 
strategic  use  of  software  drives 

customer  satisfaction  to  new 
heights  while  reducing  is  costs. 

It's  ONE  REASON  WHY 

Holland  America  Line  WAS  .'•  • 

recently  named  the 
"World's  Best  Cruise  Line." 


Holland  America  Line  recently 
arrived  at  the  ultimate  destinationiiF' 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis 
tinction  earned  through  more  thai 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS 
technology. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  says 
President  Lanterman, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CAs  software  solutions  . 

L:\SLOinputh 

help  us  serve  our  cus-  Archutxtur^ 
tomers  better  than  any 
other  cruise  line  in  the  world'.' 

Holland  America  "lives  on  on 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  run  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm. 

"With  CA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  state^jjjjj 
Lanterman. 
"Their  people  lis- 
ten. They  know 


K  liop 


mm 


care,; 


our  business.  They're  a  software 
partner  we  can  count  on  as  we  liid'i 
enter  the  most  competitive  decade 
we've  ever  faced." 

Anything  else? 

"Full  speed  ahead." 

(tomputer' 
Dissociates 

Software  superior  by  design. 

1991  Computer  Associates  International.  Inc. 
711  Stewart  Avenue.  Garden  City.  NY  1 15?0-4787. 
1-800-645-3003  .Ml  trade  names  referenced  are  trademark 
or  registered  trademarks  ol  their  respective  companies. 
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)n.  Malpractice  reform,  with  a  cap 
ain  and  suffering  awards  and  deci- 
making  by  an  arbitration  panel,  is 
lulely  necessary  for  any  health  care 
•ni  jjackage. 

addition,  you  mention  that  gate- 
ers  will  usually  be  internists.  Actu- 

family  physicians  are  the  most 
ly  prized  gatekeepers  because  of 
■  specialized  training  in  primary  care 
;cine  and  their  ability  to  see  a  wide 
ity  of  patients. 

Mark  Ebell,  M.  D. 
Athens,  Ga. 

our  story  contains  a  good  many  ob- 
servations and  ideas.  And  I'm 
5ed  to  see  that  BU.SINESS  week  is 
ing  specific  recommendations.  How- 
,  the  funding  proposal  is  absurd.  It 
iconscionable,  in  my  mind,  to  recom- 
i  further  complicating  the  already 
3mless  U.  S.  tax  code.  Additional 
loyer  classification  schemes,  sur- 
ges, and  tax  credits  are  not  accept- 
With  the  exception  of  the  progres- 
characteristic,  social  policy  should 
eparate  from  tax  policy.  Only  then 
we  hope  to  reasonably  simplify  our 
systems. 

John  R.  Schuyler 
Aurora,  Colo. 

lanaged  care  is  why  we  have  30 
I  million  people  not  covered  by  medi- 
care, millions  more  that  have  mini- 
1  care,  and  why  insurance  companies 
)le  up  a  quarter  of  the  health  care 
irs.  Back  to  the  drawing  board.  The 
you  designed  is  so  full  of  holes  it 
3  like  Swiss  cheese. 

Howard  Steinbach 
Banks,  Ore. 


McREWARDS  PROBABLY  DON'T 
WEIGH  THE  McRISKS  

'our  article  "McRisky"  (Cover  Story, 
Oct.  21)  would  have  been  more  apt- 
tied  "McMarketing."  If  one  makes 
questionable  assumption  that  Mc- 
ald's  can  overcome  the  significant 
ational  problems  of  making  a  180- 
•ee  turn  from  standardization  to  cus- 
!zation,  it  will  find  itself  wading 
ugh  a  radical  shift  in  terms  of  its 
keting  strategy. 

le  essence  of  McDonald's  marketing 
lenge  over  the  next  few  years  will 
ffective  positioning.  McDonald's,  like 
y  other  fast-food  operations,  has 
e  the  invalid  assumption  that  posi- 
ing  is  what  you  do  to  a  product.  Posi- 
ing  is  what  you  do  to  the  mind  of  the 
;umer  in  terms  of  perceptions  and 
^es.  Mickey  D's  has  had  some  suc- 
at  objective  positioning,  i.e.,  posi- 
ing  itself  according  to  physical  attri- 


Its  investment  portfolio  is 
the  strongest  in  its  industry 
By  a  wide  margin. 


Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable^ 


HOTEL  LOTTE 


Member  in  Seoul,  Korea 


Earl  S  Moore,  Jr-PresidenI  ol  Asia  Pacilic  Marketing 


We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us 

Why?  As  Mr   Moore  of  Asia  Pacifii  Marketing,  explains, 
it's  the  "impeccable  sei^ice"  thev  appreciate  most 
"Discrete  and  unobtrusive, "  in  Mr  Moore's  words 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lotte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  vour  hotel  in  Seoul' 


For  Reservations:  New  York:  (201)  944-1117,  Toll  Free  600-22  LOTTE.  LA  (213)  540-7010,  Toll  Free  800-24  LOTTE,  Lonaon  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel:  (02)  771-1000.  Telex.  LCfTTEHO  K23533M,  Fax:  (02)  752-3758,  Cable.  HOTELOTTE 
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MITA  introduces  something  unheard  of 


in  the  world  of  high-speed  copiers, 


Competition, 


Introducing  Mita's  85-copies-per-minute  DC-8585  copier. 


If  you  were  looking  for  a  high-speed  copier  before  now, 
you  probably  didn't  have  a  lot  of  choices  ■  But  with  the 
Mita  high-productivity  DC-8585,  you  get  all  the  usual  features 
associated  with  the  best  high-speed  copiers  plus  some 
interesting  additions  ■  Our  highly  competitive  Cost-Per- 
Copy  Program  is  one  of  them  ■  So  is  MEMO,  which  is  an 
electronic  remote  monitoring  system  that  gives  you  fast 
and  accurate  billing  ■  And  because  Mita  has  been  making 
copiers  for  57  years,  you  don't  have  to  wonder  about 
reliability  ■  So  if  you'd  like  to  hear 
more  information  (facts  and  figures  the 
competition  doesn't  like  to  hear),  call  1-800- 
ABC-MITA  and  ask  about  the  Mita  DC-8585.     [the  image  specialist] 


mita 


•THE  MITA  DC  8585  IS  AVAILABLE  THROUGH 

SELECTED  M  ITA  DEALERSHIPS  IN  LIMITED  AREAS 


1991  MITA  COPYS TAR  AMERICA.  INC 


3S  of  features  such  as  its  Big  Mac, 
venient  locations,  and  right  color 
^nie.  [But]  they  have  forgotten  a  ba- 
marketing  fundamental — no  compa- 
5ells  products.  What  a  company  sells 
le  benefits  that  those  products  deliv- 
For  example,  McDonald's  does  not 
hamburgers,  pizzas,  or  salad.  What 
i\h  is  convenience,  price/value,  vari- 
and  health.  The  organization's  mar- 
ng  strategy  needs  to  reflect  this. 

Simon  Crawford- Welch 
Professor  of  Hospitality, 

Marketing  &  Research 
University  of  Nevada 
Las  Vegas 

Iy  concern  is  that  McDonald's  try- 
ing a  little  bit  of  this  and  a  little 
)f  that  will  cause  it  to  lose  its  image. 
;  in  addition  to  endangering  its  re- 
ned  efficiency  and  its  store-to-store 
dstency. 

William  S.  Birnbaum 
Costa  Mesa,  Calif. 

(ecently,  I  placed  an  order  at  McDon- 
kald's  and  watched  the  front-line  em- 
'ees  run  into  each  other  like  the  Key- 
le  Kops  as  each  attempted  to  fill  the 
ir  he  or  she  had  taken.  Then,  when  I 
iived  my  food — a  burger,  fries,  and 
k — the  total  came  to  nearly  $5. 
lit,"  I  thought  to  myself,  "this  is 
posed  to  be  McDonald's."  Rivals 
1  as  Taco  Bell  and  Wendy's  are 
er,  cleaner,  and  offer  better  val- 
— and  service  can  be  faster  since  a 
:le  employee  handles  the  transaction 
le  others  fill  the  order. 

Ted  Janusz 
Gibsonia,  Pa. 

IcDonald's  must  be  careful  not  to 
make  one  of  the  most  common 
takes  seen  in  companies  where 
tvth  has  flattened:  throwing  away 
basic  business  to  gamble  on  new 
iucts  and  new  ventures. 
Ithough  it  is  frequently  tried  by  com- 
ies  with  flattening  growth,  it  often 
)mes  a  "new  products/new  ventures 
se."  During  such  a  phase,  the  compa- 
experiments  with  many  new  areas, 
er  really  understanding  what  it  takes 
succeed.  Eventually,  after  losing 
:e  sums  of  money  on  new  ventures, 
company  goes  back  to  its  basic  busi- 
5 — hopefully  before  the  basic  busi- 
5  deteriorates. 

Phyllis  Ezcp 
La  Grange  Park,  111. 

jrs  to  the  Editor  should  be  sent  to  Readers 
irt.  Business  Week,  1221  Avenue  of  the  Ameri- 
New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 
!  an  address  and  daytime  and  evening  tele- 
le  numbers.  We  reserve  the  right  to  edit  letters 
larity  and  space. 


Standard  &  Poor's 
rates  it  aaa. 
A.M.  Best  rates  it  A  +  . 


NOW  PKIM  KD  IN  NKW  YORK  FOR  SrKKDY  DKLIVKRV. 


If  you  like  the  HIT 
when  you're  traveling, 
why  not  get  it  at 
home? 

No  local  bias,  no  political  bias,  no  national  bias. 

Simply  a  balanced  edit  of  world  news  with  an 
international  perspective  on  business,  travel,  the  arts, 
and  global  investing. 

Now  you  can  get  same-day  hand  delivery  of  the 
International  Herald  Tribune  in  Manhattan,  downtown 
Chicago,  Los  Angeles,  Miami,  Philadelphia,  San  Francisco, 
and  Washington,  D.C.  and  in  most  areas  of  Boston, 
Toronto  and  Montreal. 

To  subscinbe,  call:  1-800-882-2884.  (In  Canada:  800-535-8913) 
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BEAR  HUNTING  WITH  THE  POLITBURO:  A  GRITTY  FIRST-HAND  ACCOUNT  OF  RUSSIA'S  YOUNG 
ENTREPRENEURS— AND  WHY  SOVIET-STYLE  CAPITALISM  CAN'T  WORK 

By  A.  Craig  Copetas 

Simon  &  Schuster  •  271pp  •  $22 


MOSCOW'S  NEW 
OF  FLIMFLAM 


I  ot  long  ago,  Westerners  engaged 
in  trade  with  the  Soviet  Union 
I  followed  a  well-established  pat- 
tern. They'd  arrive  at  Moscow's  Shere- 
metyevo  Airport,  suitcases  laden  with 
goodies  from  Scotch  to  camcorders.  Lim- 
ousines would  whisk  them  to  one  of  sev- 
eral foreigners'  hotels — off-limits  to  av- 
erage Soviets,  though  prostitutes  and 
black  marketeers  were  welcome.  The 
next  morning,  they  would  be  taken  to 
the  wedding-cake  tower  of  the  Foreign 
Trade  Ministry,  where  they'd  present 
their  gifts  and  start  bargaining  with  a 
tiny  corps  of  Soviet  for- 
eign-trade bureaucrats. 

All  this  has  changed  in 
the  upheaval  of  the  past 
seven  years.  Westerners 
are  more,  rather  than 
less,  at  risk  when  they  try 
to  do  business  in  the  for- 
mer Soviet  Union,  writes 
A.  Craig  Copetas  in  his 
amusing  new  book,  Bear 
Hunting  with  the  Polit- 
buro. That's  because  the 
mossbacks  of  the  old 
trade  bureaucracy, 
though  corrupt,  operated 
by  an  unspoken  set  of 
rules.  You  could  depend 
on  them.  The  new  traders 
are  just  as  corrupt  but 
play  by  no  rules  at  all. 

Rather  than  opening  up  opportunities, 
perestroika  has  replaced  the  old  system 
with  a  more  dangerous  one,  writes  Cope- 
tas, who  worked  in  Moscow  from  1987  to 
1991  as  a  correspondent  for  Regardie's. 
The  new  business  people,  who  claim  to 
be  the  vanguard  of  a  market  economy, 
cut  their  teeth  in  a  Communist  system 
that  forced  them  to  pay  lip  service  to 
whatever  lie  was  tossed  their  way.  It 
may  be  a  generation  or  more  before  the 
new  traders  can  tell  the  difference  be- 
tween right  and  wrong.  "Dishonesty,  in 
the  Western  sense,  was  common  busi- 
ness sense  in  the  Soviet  Union,"  Copetas 
writes. 

Copetas  focuses  on  several  young  pio- 
neers of  the  cooperative,  or  private-busi- 
ness, movement  that  Mikhail  Gorbachev 
began  in  1987.  His  star  example  is  Volo- 
dya  Yakovlev,  whom  he  casts  as  Mos- 
cow's entrepreneurial  everyman.  To  be- 
lieve Copetas,  Yakovlev,  a  31-year-old 


child  of  the  Communist  bourgeoisie,  is 
as  brilliant  as  he  is  amoral.  "The  Yak" 
left  Soviet  journalism  to  create  Coopera- 
tive Fact,  a  kind  of  Yellow  Pages  ser- 
vice. He  followed  that  with  Commer- 
sant,  the  first  Soviet  business 
newspaper  since  the  revolution. 

Copetas,  who  also  worked  as  an  advis- 
er for  the  Yak,  credits  his  client  with  a 
knack  for  suckering  Westerners.  Caught 
up  in  the  glitter  and  promise  of  pe  res- 
troika's  early  years,  a  parade  of  Ameri- 
cans fawned  over  Yakovlev,  inviting  him 
to  enroll  at  Harvard  University  and  pro- 


with  a  French  media  empire.  Copeti 
never  does  explain  how  the  conflict  w 
resolved,  but  Refco  still  markets  Co? 
mersant  subscriptions  in  the  U.  S 
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m  he  young  pionei 
of  Soviet  capitalism 
are  as  corrupt  as  the 
old  bureaucrats 
— and  less  reliable 


Bear 
Hunting 
withthe^ 

Politburo^ 

A  GRITTY  FIRST-HAND 
ACGXKr  OF  RUSSIA'S 
VOLWG  ENT7?EPRENEURS- 
AN&dFY  SOVIET- STYLE 
CAPITALISn  CWT  WORK 
A.  CRAIG  COPCIAS 


viding  him  with  a  steady  stream  of  hard 
currency  and  computer  hardware.  When 
he  set  up  Comniersant,  he  quickly  ac- 
quired a  coaching  staff  of  U.  S.  journal- 
ism professors  and  executives.  The  ven- 
ture was  bankrolled  to  the  tune  of  more 
than  $400,000  by  Thomas  H.  Dittmer, 
chairman  of  Refco  Group  Ltd.,  a  Chica- 
go commodity-trading  firm.  (Copetas 
gives  Dittmer  and  his  firm  pseudonyms 
to  protect  them  from  "possible  political 
retribution,"  but  a  check  of  recent  news 
stories  readily  reveals  their  identities.) 

The  wily  Yakovlev  burned  nearly  ev- 
eryone. For  one  thing,  he  refused  to  rec- 
ognize that  a  contract  is  a  contract.  He 
entered  into  an  exclusive  information- 
marketing  agreement  with  Dittmer,  who 
dutifully  propped  up  Commersant  with 
staff,  cash,  and  hardware.  Then,  after 
failing  to  pay  many  of  his  American 
bills,  Copetas  writes,  he  violated  the  deal 
by  entering  into  a  similar  arrangement 


The  Yak  and  others  like  him  have  hf 
no  trouble  finding  prey.  Many  foreig 
ers  doing  business  in  the  Soviet  Unio 
especially  Americans,  are  woefully  naii 
and  unable  to  resist  the  lure  of  pere 
troika.  In  Copetas'  words:  "The  Amei 
can  entrepreneurs  rushed  Moscow  lil 
airborne  Oklahoma  Sooners,  so  mar 
that  the  Soviet  Consulate  in  Washingto 
D.  C,  had  to  conscript  extra  embas; 
staff  to  process  the  thousands  of  bu: 
ness  visas  that  arrived  at  the  door  wee 
ly  by  Federal  Express.  There  were  Ca 
fornia  entreiJreneurs  wanting  to  sell  tl 
Soviets  swimming-pool  tarpaulins,  Texi 
entrepreneurs  pushing  bull  semen,  Flo 
da  entrepreneurs  extolling  the  virtues 
prefabricated  houses,  and  North  Caro 
na  entrepreneurs  peddling  sod."  As  IV 
chael  Mears,  the  U.  S.  Commercial  0 
fice  counselor  in  Mosco 
during  the  late  1980s,  pi 
it:  "Virtually  none 
them  knew  what  the 
were  doing." 

Among  Copetas'  ta 
gets  is  the  U.  S.-U.  S.  S.  1 
Trade  &  Economic  Cou: 
cil,  a  secretive  trad 
group  made  up  of  man 
blue-chip  American  con 
panies  and  such  heavy  hi 
ters  as  PepsiCo  Inc. 
Donald  M.  Kendall  an 
Dwayne  0.  Andreas 
Archer  Daniels  Midlan 
Co.,  the  Illinois  agribus 
ness  company.  Copeta 
claims  that  U.  S.  compi 
nies  received  little  in  e: 
change  for  up  to  $14,0C  -k^ 
annual  dues.  Many  got  into  risk 


m 


council-backed  deals  that  fell  apart  i 
1987,  when  Vladimir  Sushkov,  a  deput 
Soviet  Trade  Minister  and  council  cJ^Uw 
chairman,  was  caught  smuggling  Jap: 
nese  videorecorders.  Copetas  quotes  a 
American  automobile  executive:  "Th 
Council  cost  us  over  $250,000,  and  all  w 
ever  got  out  of  it  was  a  . . .  table  nea 
Gorbachev  at  a  Kremlin  dinner." 

Copetas'  lively  anecdotes  contain  vah 
able  lessons  for  anyone  contemplatin 
doing  business  in  the  Soviet  Union.  Br  T 

lOlii  si 


I'm  troubled  by  the  idea  of  Copeta 
working  willingly  and  intimately  for  Y{ 
kovlev,  apparently  intending  all  along  t 
write  this  put-down  of  perestroikc 
Moreover,  Copetas'  slick  writing  veer  SMecj 
disconcertingly  between  whimsy  an 
deadeye  reporting.  Some  of  his  storie 
seem  far-fetched,  and  his  quotes  are  to 
uniformly  funky  to  be  entirely  belies  libuiir 
able.  Still,  since  the  failed  August  cou^ 
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ring  of  self-serving  and  predictable 
ezes  has  come  out  of  Moscow,  even 
by  Gorbachev  himself.  In  compari- 
Bear  Hunting  with  the  Politburo, 

I  its  bitter  view  of  the  new  Soviet 
marketeers,  is  fresh  and  important. 

BY  PETER  GALUSZKA 
rnational  News  Editor  Galuszka  re- 
ed from  Moscow  for  three  years. 

K  BRIEFS  i^^^^^HBHI^HBHHi 

iRMARKETER  TO  THE  WORLD 

,  J.  Kahn  Jr. 

ler  Books  •  320pp  •  $24.95 

ANS  ARE  HIS  BAG 

^  ince  Armand  Hammer's  death  in 
k  11)90,  one  U.  S.  executive  has  tak- 
Fen  over  as  capitalism's  biggest 
sman  in  Moscow:  Dwayne  0.  An- 
,s.  But  Andreas,  chairman  of  grain 
essor  Archer  Daniels  Midland  Co., 
many  other  facets.  He  is  also  the 
force  behind  the  ethanol  fuel  indus- 
a  powerful  nemesrs  of  the  Chicago 
modifies  markets,  and  earth's  No.  1 
of  that  hairy  legume,  the  soybean, 
"om  his  roots  as  a  Mennonite  farm 

Andreas  has  built  a  global  grain 
ire  worth  more  than  $8.8  billion.  In 
ermarketer  to  the  World,  veteran 
'  Yorker  writer  E.  J.  Kahn  Jr.  offers 
scinating  though  flawed  portrait  of 
surprisingly  little-known  magnate, 
^rget  the  power  connections  in  New 
i,  the  luxury  condo  in  Bal  Harbour, 
,  the  Falcon  900  jet.  It's  the  soybean 

defines  Andreas.  Visitors  to  adm's 
atur  (111.)  headquarters  rarely  leave 
lOut  a  bellyful  of  _soy  something, 
n  dutifully  records  Andreas'  asser- 
5  that  armies  should  march  on  soy- 
d  stomachs,  world  hunger  could  be 
id  by  soy,  and  U.  S.  consumers  will 
day  crave  soy-based  "vegeburgers." 

II  that  would  be  so  much  tofu  were  it 
for  Andreas'  ability  to  make  busi- 
1  plus  politics  equal  profit.  Andreas 
e  persuaded  Congress  to  create  the 
per-gallon  subsidy  that  makes  etha- 
distilled  from  corn,  a  viable  product, 
also  won  regulatory  acceptance  of 
egradable  plastics  impregnated  with 
istarch. 

nfortunately,  Kahn  is  decidedly  un- 
cal.  A  ruckus  over  Andreas'  contri- 
ons  to  the  family  of  a  Commodity 
ares  Trading  Commission  appointee 
;told  strictly  from  Andreas'  vantage, 
example.  And  his  logrolling  for  etha- 
subsidies  is  glossed  over, 
jetting  information  from  me,"  An- 
is  recently  told  a  group  of  securities 
lysts,  "is  like  trying  to  frisk  a  seal." 
;n  Kahn  gets  a  grip  on  his  subject, 
^ermarketer  is  great  reading.  Too  of- 
though,  Andreas  wriggles  away. 

BY  DAVID  GREISING 


No  WONDER  IT'S  THE 
FASTEST-GROWING 
LIFE  INSURANCE 

COMPANY  IN  America/ 
Hartford  Life. 

In  these  uncertain  times, 
policyholders  and  investors  seek  financial  strength  and 

stability.  The  ITT  Hartford  Life  Insurance 
Companies  offer  a  conservative  investment  strategy  and 

a  181-year  tradition  of  strength  and  trust. 


■  Among  America's  top  50  life  insurance  companies 


ITT  HARTFORD 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off  , 
for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind 
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What's  the  business  world 
coming  to? 


Now,  whether  you're  a  Macintosh  or 
PC  user,  you  can  add  a  little  color 
to  your  work  without  giving  up  great 
black  and  white  print  quality.  You 
can  do  more  interesting  charts  and 
graphs.  Impressive  cover  pages.  And 
compelling  overiiead  presentations. 
Hewlett-Packard  makes  it  all  pos- 
sible with  the  HP  DeskWriter  C 
printer  for  Macintosh  and  the 
DeskJet  500C  for  DOS  and  Windows 


applications,  hnpressive  black  and 
white.  And  thousands  of  colors.  For 
only  $1,095.* 

The  best  features  of  HPfe  DeskJet  500 
black  and  white  printer  haven't 
changed.  You'll  still  get  the  crisp, 
clean,  laser-sharp  resolution.  And 
youH  still  have  all  the  built-in,  scal- 
able fonts  and  graphic  capabilities 
that  can  make  such  a  difference  in 
your  work. 


Take  all  that,  add  a  nearly  endless 
choice  of  attention-getting  colors, 
and  you've  got  a  very  valuable  new 
partner  And  once  you  see  how  easy 
the  DeskJet  500C  and  DeskWiiter  C 
are  to  use,  you'll  like  them  even 
better  Just  plug,  play,  and  print.  On 
plain  paper  or  transparency. 

With  the  DeskJet  500C  and 
DeskWriter  C,  Hewlett-Packard 
introduces  a  colorful  new  generation 
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*Suggesl«Kl  US.  list  pnce  "Offer  valiil  through  January  31. 1992  Nn  pun-hase  necessary;  void  where  pmhlbiled,    c  1991  Hewlett  feckard  Company  PE12127 


Affordable  color. 
The  HP  DesMiter  C  printer 
for  the  Mac. 
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And  the 
HP  DeskJet  500C  for  PCs. 


1  )  1 

1 1 1  \ 

Only  $1,095  each. 


ts  family  of  inkjet  printers.  A 
lily  that  stands  for  affordable 
ility.  Quality  that's  backed  by 
iree-year  warranty. 

iVe  probably  been  imagining 
ir  work  with  a  little  color  You're 
ays  wondering  what's  next.  If 
I'd  like  us  to  send  you  some  sam- 
output  from  the  DeskJet  500C 
)eskWriter  C,  call  1-800-752- 
[)0,  Ext.  2759.  Or  visit  your 


nearest  authorized  HP  dealer  and 
sign  up  for  a  chance  to  win  a 
Caribbean  cruise  for  two.*  *  Color 
has  finally  arrived. 

HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 


Economic  Viewpoint; 


HOW  LIBERALS  PURGED  A  PAIR  OF 
FUTURE  NOBEL  LAUREATES 


BY  PAUL  CRAIG  ROBERTS 


Political  correctness 
is  nothing  new:  In 
1964,  Ronald  Coase 
and  James  Buchanan 
were  victims  of  a 
secret  plot  by  a 
university 
administration  that 
didn't  approve  of 
their  politics 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Tht'  awarding  of  the  1991  Nobel  Prize  in 
F]c()nomics  to  Ronald  H.  Coase  shows 
how  much  economics  has  changed  in  the 
[last  30  years.  When  Coase's  famous  article, 
The  Problem  of  Social  Cost,  was  published 
three  decades  ago,  the  academic  Establish- 
ment was  unable  to  find  any  merit  in  it— or  in 
the  work  of  Coase's  colleagues  in  the  innova- 
tive economics  department  at  the  University  of 
Virginia,  home  of  the  "Virginia  School"  that 
subsequently  pi-oduced  two  Nobel  laureates. 

Indeed,  in  19(54  Coase  became  the  first  vic- 
tim of  a  secret  plot  hatched  by  the  university 
administration  to  purge  the  "right-wing"  eco- 
nomics department  of  its  leadership,  culmi- 
nating in  the  resignation  in  1968  of  James  M. 
Buchanan,  winner  of  the  1986  Nobel  Prize. 
Thus,  Thomas  Jefferson's  academic  village, 
which  has  never  had  a  Nobel  laureate,  has 
the  dubious  distinction  of  having  expelled  two 
scholars  who  later  won  the  prize. 

The  dismantling  of  the  Virginia  School 
shows  that  there  is  nothing  new  about  the 
political  correctness  that  stifles  diversity  of 
opinion  in  today's  universities.  A  confidential 
19()3  study  conducted  behind  the  back  of  the 
economics  department  by  a  hostile  university 
administration  in  Charlottesville  described  the 
outlook  of  Coase  and  Buchanan  as  "Nineteenth- 
Century  Ultra-Conservatism."  With  unknowing 
irony,  it  accused  what  was  then  arguably  the 
most  innovative  economics  department  in  the 
woi'ld  of  "doctrinal  rigidity"  that  was  "a  highly 
unfortunate  handicap  in  the  present  race 
among  Universities  to  build  up  strong  staffs." 
NO  CACHET.  The  univei'sity  administi'ation  chose 
to  use  promotion,  tenure,  and  salary  policy 
to  "lose"  crucial  members  of  the  economics  de- 
partment and  brought  in  a  new  dean  of  facul- 
ty to  do  the  job.  The  members  of  the  Vir- 
ginia School  only  learned  the  reasons  for  the 
dismantling  of  their  department  a  decade  later, 
when  the  secret  report  and  dean's  I'ecords  fell 
by  chance  into  the  hands  of  a  survivor  of  the 
pui'ge. 

In  his  1968  resignation  letter  to  university 
President  Edgar  F.  Shannon  Jr.,  who  presided 
over  this  egregious  assault  on  academic  free- 
dom, Buchanan  expressed  puzzlement  at  the 
series  of  actions  that  had  "broken  up  a  grad- 
uate-research-teaching concentration  that  was 
unique  in  social-science  scholarship  and  one 
that  was  highly  successful  by  any  objective  cri- 
teria." The  editor  of  the  American  Economic 
Review  had  acknowledged  the  success  of  the 
Virginia  School  with  his  public  statement  that 
Vir'ginia's  economics  graduate  students  were 
submitting  more  interesting  manuscripts  than 
those  of  any  other  institution  in  the  country. 

Perhaps  the  Adininisti'ation's  decision  to 


pui'ge  the  Virginia  School  originated  in  1960-i 
when  Kermit  Gordon,  then  head  of  the  Foi 
Foundation's  economics  pi'ogram  and  lati 
president  of  the  Br'ookings  Institution,  m 
with  Shannon  and  members  of  the  depa 
ment.  He  questioned  whether  the  economi 
faculty  had  the  liberal  cachet  to  receive  Foi 
Foundation  gi'ants.  Gordon  took  exception  to' 
brochure  produced  by  the  economics  facul 
that  exj^ressed  a  commitment  to  "a  s(x;ial  ord' 
based  on  individual  liberty."  He  saw  this  as 
exi:)ressi()n  of  hostility  to  socialism  and  freed 
of  inquiry. 

Gordon  was  disinclined  to  support  the 
search  that  would  revolutionize  economics  ai 
result  in  the  awarding  of  two  Nobel  Priz 
The  reason  is  not  hard  to  understand.  Gord 
was  in  lockstep  with  the  conventional  wisdo| 
of  the  1960s,  and  Professors  Coase,  Buchan 
and  their  colleagues  were  not.  Indeed,  th' 
were  raising  fundamental  challenges  to  an  ei 
nomics  that  was  little  more  than  a  ramp  fi 
government  intervention,  and  this  did  not 
well  with  those  who  saw  more  governme 
as  the  hallmark  of  progress. 
WORLD  RECOGNITION.  Before  Coase,  economi; 
regai'ded  aii',  water,  and  noise  pollution,  for 
ample,  as  social  costs  inflicted  on  society 
the  market  system.  Producers  were  profit! 
by  shifting  costs  to  society  in  gener; 
Economists  believed  that  only  increased  gol 
ernment  regulation  could  rectify  these  "mark| 
failures"  and  prevent  capitalism  from  hari 
ing  society. 

Coase  undermined  the  conventional  wisdo] 
by  arguing  that  social  costs  result  from  the  a 
sence  of  defined  property  rights,  not  from  tl 
failure  of  markets.  The  solution  was  to  e 
tend  the  market  by  defining  rights.  This  wou 
reduce  "transaction  costs"  and  permit  priva 
parties  to  find  a  solution  without  governme; 
intervention— an  expensive  cost  itself— th^, 
could  easily  result  in  a  net  loss  to  society  b  !\k 
cause  of  reduced  output. 

Together  with  Buchanan,  who  maintaine 
that  government  fails  because  it  serves  priva 
and  not  public  interests,  Coase  discredited  tl 
economic  theories  that  found  the  solution 
every  problem  in  larger  government. 

Coase's  work  appeared  in  1961,  ar 
Buchanan's  in  1962,  the  same  year  that  theflfiSin 
Virginia  colleague  Warren  Nutter  pu 
his  monumental  Growth  of  Industrial  Produ 
tion  in  the  Soviet  Union,  wh  ich  challengfiSeai 
economists'  beliefs  that  central  planning  pr  jy"rj 
duced  high  economic-growth  rates.  The  woi  •' 
of  all  three  has  stood  the  test  of  time  ar 
achieved  world  recognition,  but  in  the  1960s 
produced  more  controversy  than  a  single  ec 
nomics  department  could  survive.  j^f^n; 
  fc;.;" 
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Because  new  Mcrosoft  Works  does 
veiyMig  fiDm  mailing  lists  to  business 
plans,  it  can  put  any  business  on  a  roll. 


Why  just  talk  to 
Don  Schulze,  owner  of 
"Shultzy's."  Don  uses 
new  Microsoft'  Works 
for  Windows"  to  run 
almost  his  entire  busi- 
ness. And  the  reasons 
"e  simple.  Works  comes  complete  with  a 
ord  processor,  spreadsheet,  charting,  data- 
ise  and  drawing  tools.  Or,  as  Don  would 
ly,  "Zf  comes  with  the  works!'  So  it's  ideal 
r  any  small  business. 

And  since  everything  works  together. 


Works  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


it's  very  easy  to  do  things  like  prepare  cus- 
tomer mailing  lists,  financial  analysis,  busi- 
ness plans  and  much  much  more. 

Furthermore,  because  it's  Windows- 
based,  it  works  a  lot  less  like  a  computer 
and  a  lot  more  like  you. 

Get  Works  now  and  expect  to  see  a 
check  for  $15*  right  in  the  package.To  learn 
more,  call  (800)  541-1261,  Dept.T48.  And 
find  out  how  to  get  your  business  cooking. 

Microsoft 


r  expires  4/30/92  or  while  supplies  last.  Limit  one  per  customer  Offer  good  only  in  the  50  United  States.  ©  1991  Microsoft  Corporation.  Jill  rights  reserved.  Printed  in  the  USA.  In  the  50  United  States,  call  (800)  541-1261.  Dept  T48.  For  information 
In  Canada,  call  (800)  563-9048;  outside  the  United  States  and  Canada,  call  (206)  936-8661  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation  (Companies,  names,  and  data  used  in 
ns  and  sample  output  are  fktttious  unless  othenvise  noted.  Shultzy's  and  Don  Schulze's  names  used  with  permission. 


state-of-the-art  high  resolution  color  displays  for  the  FAA. 


To  detect  wind  shear  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 


THE      SURPRISING  W 


CROWDED  SKIES  ARE  NOW  SAFER  THAN  EVER. 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


^.  J, 

At  MontrearsDorvalAirpoit  Raytheon  radar  display  screens  are  used  for  landings  and  ^ 
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O 


Norway,  TrinidacVTobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
(ies  safer  than  ever  before. 

ie  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid, 
s  Beech  Aircraft.  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
edarapids.  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot 
}r  more  information,  write:  Raytheon  Company,  141  Spring  Street  Lexington,  MA  02173. 
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conomic  Trends 


BY  GENE  KORETZ 


THE  GLASS  LOOKS 
HALF  FULL  TO 
FIHAHCIAL  OFFICERS 


Cassandras  who  see  a  double-dip  re- 
cession and  a  slumping  stock  market 
ahead  should  take  heart.  Corporate 
America's  financial  strategists  are  fore- 
casting a  slow,  uninterrupted  recovery  in 
1992.  That's  the  mildly  reassuring  mes- 
sage from  a  survey  of  the  chief  financial 
officers  of  the  business  week  1000  by 
A.T.  Kearney  Inc.,  a  New  York  consult- 
ing firm.  Says  Goodyear  Tire  &  Ruiv 
ber  Co.  (  FO  Oren  G.  Shaffer:  "There's  a 
slight  upturn,  and  it  starts  this  quar- 
ter. The  economy  has  stopped  seai'ching 
for  a  bottom." 

Looking  ahead,  the  CFOs  think  the 
economy  will  grow  by  2.5%  in  1992 


HOW  CFOs  SEE  1992: 
A  MILD  RECOVERY  AHEAD 


Current 
reading 

Yearend 
1992 

GROSS 

NATIONAL  PRODUa* 

-0.6% 

2.5% 

CONSUMER 
PRICE  INDEX* 

3.4% 

3.9% 

DOW  JONES 
INDUSTRIAL  AVERAGE 

3,045 

3,287 

3-MONTH 

TREASURY  BILL  RATE 

4.7% 

6.0% 

30-YEAR 

TREASURY  BOND  RATE 

7.9% 

8.3% 

'PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA:  AI.  KEARNEY  INC.,  BRIDGE  INEORMATIDN  SYSTEMS  INC.,  BW 


(table),  enough  to  wan-ant  a  6.2%  pickup 
in  capital  spending.  And  stock  prices 
will  hang  in  there,  with  the  Dow  Jones 
industrial  average  inching  up  to  .3,287. 

Meanwhile,  the  slow  i-ecovery  promis- 
es to  keep  both  inflation  and  interest 
rates  restrained.  Consumer  prices  will 
rise  less  than  4%,  the  cfos  say,  and  long 
rates  should  rise  only  30  basis  points 
by  the  end  of  1992,  compared  with  a 
still-modest  130  basis-point  increase  in 
three-month  T-bill  rates  (from  4.7%  now 
to  6%  next  year).  That  nudge-up  implies 
that  the  dollar  won't  strengthen  enough 
to  hurt  the  competitiveness  of  U.S. 
exports  overseas. 

On  the  bad-news  fi'ont,  1992  will  see 
continued  belt-tightening  via  layoffs  and 
other  measures.  General  Electric  Co., 
for  one,  has  already  announced  a  cut  of 
1,500  jobs— almost  .5%  of  its  work  force- 
through  the  end  of  next  year  because 
the  airline  industry  is  in  a  slump  and 


military  outlays  are  down.  Says  Earl  S. 
Landesman,  a  Kearney  principal:  "The 
larger  the  company,  the  more  they'll 
want  to  squeeze  overhead." 

While  they  aren't  pressing  the  panic 
button,  the  CFOs  appear  to  be  concei-ned 
about  the  U.  S.  domestic  economy's  lack 
of  resilience.  Indeed,  many  seem  to  be 
pinning  their  hopes  for  faster  growth 
beyond  1992  on  renewed  stimulus  from 
overseas.  "Look  for  when  the  European 
and  Asian  economies  recover,"  says  c;e 
CFO  Dennis  D.  Dammerman.  "They'll  be 
able  to  help  us  out." 

With  Laiiy  Light  in  New  York 


A  HUMBER  OF  STATES 
ARE  STARTIHG  TO 
SOCK  IT  TO  THE  RICH 


In  The  Politics  of  Rich  and  Poor,  his 
recent  l)ook  on  emerging  political 
trends,  political  analyst  Kevin  Phillips 
predicts  that  the  widening  gap  in  U.  S. 
income  distribution  and  the  decline  in 
tax  rates  on  the  wealthy  in  the  1980s 
will  generate  a  backlash  in  the  decade 
ahead.  Judging  by  recent  changes  in 
state  tax  structures,  that  backlash  may 
ali'eady  have  begun. 

"The  message  seems  to  be  that  higher 
income  taxes  on  the  affluent  are  on  the 
way,"  says  economist  Steven  D.  Gold  of 
the  Center  for  the  Study  of  the  States 
at  the  Nelson  A.  Rockefeller  Institute  of 
Govei-nment  in  Albany,  N.Y. 

Gold  notes  that  a  number  of  states 
have  begun  to  target  higher-income  fam- 
ilies and  individuals  for  disproportion- 
ate tax  increases.  Last  year,  for  exam- 
ple. New  Jersey  raised  the  tax  rate  on 
families  with  at  least  $70,000  in  income, 
Arizona  restructured  its  tax  system  to 
make  it  more  progressive,  Kentucky  re- 
pealed the  deductibility  of  federal  in- 
come taxes  (a  policy  that  had  favored 
the  affluent),  and  Oklahoma  added  a 
new  top  tax  I'ate  for  high-income  people. 

This  year,  the  trend  accelerated.  Cal- 
ifornia, Minnesota,  and  North  Carolina 
passed  new  top  rates  for  high-income 
taxpayers.  New  York  phased  out  the 
benefit  of  low  rates  on  the  first  $26,000 
of  income  for  taxpayers  with  incomes 
over  $100,(XX).  Maine  and  Vennont  raised 
taxes  for  most  'people  but  raised  them 
more  for  those  with  higher  incomes. 
And  Connecticut  enacted  a  flat-rate  in- 
come tax  with  substantial  deductions 
and  tax  credits  for  low-  and  middle-in- 
come families  that  are  phased  out  at 
higher  levels. 

What  about  the  voting  public's  sup- 
posed antipathy  to  higher  marginal  in- 
come-tax rates?  As  one  legislative  staffer 
in  North  Carolina  put  it:  "When  legisla- 


tors realized  that  only  1%  or  2%  of  ta> 
payers  would  have  to  pay  [the  new  to 
rate],  their  reservations  about  boostin; 
the  income  tax  melted  away." 


THE  MEXICAH  ECOHOMY 
IS  STILL 

STRUTTIHG  ITS  STUFF 


The  U.  S.  and  Canadian  recoveries 
may  be  fading,  but  the  two  nations'; 
trading  partner  to  the  south  is  gaining 
strength.  Aided  by  a  surge  in  foreign  in 
vestment  attracted  by  the  Salinas  govj 
ernment's  stabilization  program  and  lib 
eralized  investment  rules  (and  th^ 
pending  North  Amei-ican  fi-ee-trade  pact 
Mexico's  growth  will  approach  5%  thi 
year,  compared  with  3.9%  in  1990. 

The  government's  achievements  ar 
impressive.  Inflation  has  already  beei 
slashed  from  nearly  160%  in  1987  t. 
about  20%  in  the  12  months  ended  ii 
September.  The  combination  of  tax  rc 
form,  spending  cuts,  and  privatizatioi 
of  government  enterprises  has  trans 
formed  the  government's  deficit,  whicl 
equalled  a  huge  16%  of  gross  domesti 
product  in  1987,  into  a  fiscal  surplus  o 
$3.2  billion  in  the  first  half  of  this  yeai 
About  the  only  cloud  on  the  horizon  i: 
a  sharp  widening  of  Mexico's  trade  del 
icit,  with  imports  up  nearly  40%  ove 
their  year-earlier  level.  Economists  ai 
Manufacturers  Hanover  Trust  Co.  note! 
however,  that  Mexico's  exports  of  man 
ufactured  goods  have  also  climbed  bji 
19%.  And  with  its  foreign  reserves  uf 
by  $11  billion  since  early  last  year,  the} 
say,  Mexico's  trade  and  current-accoun: 
deficits  still  seem  "quite  manageable." 


HYPERIHFLATIOH 

IH  DEVELOPIHG  HATIONS 

GROWS  LESS  HYPER 


The  virulent  inflation  afflicting  man}; 
less-developed  nations  is  finally  losing: 
some  of  its  grip.  According  to  the  In 
ternational  Monetary  Fund,  the  aver 
age  12-month  increase  in  consumei 
prices  in  the  developing  world  postec 
its  fourth  quarterly  drop  in  the  seconc 
quarter  of  1991— falling  to  44.1%  fron, 
61%  in  the  prior  quarter  and  122.3%  iij 
the  second  quarter  of  1990. 

The  IMF  says  the  slowdown  "was  es 
pecially  marked  in  European  and  Latii 
American  countries."  In  Poland  and  Yu, 
goslavia,  for  example,  consumer  infla 
tion  fell  from  1,076%  and  1.777%  in  th( 
second  quarter  of  1990  to  70%  and  82% 
respectively.  And  in  Brazil,  the  rat( 
plunged  from  5,953%  to  374%. 
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^^If  companies  are 
so  worried 
about  education,, 
maybe  they  should 
make  it 
their  business.^' 


"At  my  kids'  school  we  volunteer 
for  eivrything-from  fund  raisers,  to 
tutoring,  to  stacking  books  in  the  library. 
Teachers  volunteer,  too.  It  makes  a 
difference,  and  it  creates  a  spirit.  It 
makes  the  kidsjeel  that  school  matters. 

"If  the  PTA  can  accomplish  all 
that,  imagine  what  could  happen  if 
corporations  pitched  in" 

At  IBM,  we,  too.  believe  that 
education  is  everybody  's  business,  and 
so  do  the  people  who  work  here. 

More  than  20,000  IBMers 
volunteer  their  time,  talent  and  energy 
helping  out  in  schools  and  other  % 
education  projects.  And  as  a  company, 
we've  formed  more  than  750  partnerships 
with  school  systems  and  universities 
across  the  country. 

We  do  these  things,  not  as  charity, 
but  because  an  educated  workforce  is 
essential  to  our  company  's,  and  our 
country  's,  economic  survival. 

To  learn  more  about  what  IBM  is  doing. 

write  to  us  at  IBM,  ■  —  — r„ 

PO.  Box  3974,  Dept.  971,  =   =  =^ 
Peoria,  IL  61614.  =  =^  =  ~  = 
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We  Realize  Y)ur  Ba 


(MyThingThat 


;ageIsnlThe 
esABeatina 


All  business  travelers  have  days 
when  they  get  hung-up  in  traffic. 
Bounced  around  at  the  airport. 
Beat  to  the  last  cab.  Only  to  go  a 
few  rounds  with  a  client. 

That's  when  it's  nice  to  have 
an  Omni  Hotel  in  your  corner. 
Because  we  fully  understand  the 
rigors  of  life  on  the  road.  As  a 
matter  of  fact,  we  have  exactly 
what  it  takes  to  get  you  back  into 
shape.  And  for  less  than  you'd 


Wfiiiii 

expect  from  an  Omni  Hotel. 

Each  Omni  provides  every  con- 
venience for  conducting  business. 
Including  the  best  business  loca- 
tions. But  more  importantly,  we 
provide  a  soothing  experience 
sure  to  rejuvenate  your  spirit. 
With  big,  comfortable  rooms, 
gourmet  dining  and  attentive, 
gracious  service. 

Plus  as  a  Select  Guest  Club 
member,  you  can  enjoy  additional 


privileges  such  as  priority  room 
availability,  accommodation 
upgrades,  evening  turn-down 
service,  complimentary  coffee  and 
the  morning  paper  delivered  with 
your  wake-up  call,  express  check- 
out and  more. 

At  Omni  Hotels,  we  firmly 
believe  that  even  if  we  can't  fight 
your  next  battle  for  you,  we  don't 
want  to  send  you  back  into  the 
ring  with  a  tender  jaw. 


Omni  Hotels' 

For  Reservations  Call  Your  Travel  Agent  Or 


l^SOO^THE'OMNI 


Stay  At  An  Omni  Hotel  In: 

Atlanta,  GA 
Baltimore,  MD 

Boston,  MA 
Chapel  Hill,  NC 
Charleston,  SC 
Charlotte,  NC 
Charlottesville,  VA 
Chicago,  IL 
Cincinnati,  OH 
Dallas,  TX 
Detroit,  MI 
Durham,  NC 
Evanston,  IL 
IncJianapolis,  IN 
Jacksonville,  FL 
Lake  George,  NY 
Memphis,  TN 
Miami,  FL 
Minneapolis,  MN 
New  Orleans,  LA 

New  York,  NY 
Newport  News,  VA 
Norfolk,  VA 
Orlando,  FL 
Philadelphia,  PA 
Providence,  RI 
Richmond,  VA 
Sari  Diego,  CA 
San  Mateo,  CA 
Tampa,  FL 
Virginia  Beach,  VA 
Washington,  DC 
Cancun,  Mexico 
Lxtapa,  Mexico 
Hong  Kong 
Singapore 

Where  You  Want  To  Be 
WhenYou  HaveTo  Be  Away. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


r  BEST,  THE  ECONOMY 
I  DEAD  IN  THE  WATER 


Jk  bombardment  of  bad  economic  data  has  forecast- 
ers  running  for  cover.  Pounded  by  disappointing 
^^October  reports  on  job  growth,  consumer  confi- 
:e,  car  sales,  and  industrial  activity,  many  economists 
sharply  scaling  back  their  near-term  expectations  for 
economy.  Most  still  dismiss  the  prospect  of  an  out- 
t  drop  in  real  gross  national  product  this  quarter, 
not  even  that  can  be  ruled  out  just  yet. 
ccording  to  Blue  Chip  Economic  Indicators,  which 
■eys  economists  across  the  nation,  real  GNP  is  expect- 
0  grow  at  an  annual  rate  of  only  1.9%  this  quarter, 
t  November  average  of  53  forecasts  is  down  nearly  a 
percentage  point  from  the  October  projection  of 
.  Blue  Chip 's  Robert  J.  Eggert  calls  the  downshift 
;  of  the  largest  quarterly  drops  we've  seen  from  one 
uh  to  the  next"  in  the  publication's  15-year  history. 

This  sudden  caution  is  well 
justified.  The  economy  stopped 
growing  in  July,  according  to 
the  Commerce  Dept.'s  compos- 
ite index  of  four  coincident  indi- 
cators, which  tracks  the  econo- 
my's monthly  path.  And  in 
October,  hours  worked  in  non- 
farm  businesses,  which  are  a 
good  proxy  for  economic  activi- 
ty, began  the  fourth  quarter  be- 
low the  third-quarter  average. 


DODS  IHFUTION 
HEADS  LOWER 
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3ing  into  the  fourth  quarter,  the  numbers  are  saying 
the  recovery  is,  at  best,  dead  in  the  water.  At  worst, 
economy  is  on  the  verge  of  a  renewed  downturn. 

:ODUCER  The  failure  of  the  economy  to  pick  up  the 
:ICES  way  most  forecasters  had  expected  casts 
IWPED  IN  a  new  light  on  the  outlooks  for  inflation 
TOBER  a^j^(j  interest  rates.  Prospects  for  lower 
,tion  in  1992  are  much  brighter  now — even  despite 
menacing  look  of  October's  producer  price  index, 
■oducer  prices  of  finished  goods  rose  a  steep  0.7% 
month — with  a  disturbing  0.5%  increase  in  the  core 
which  excludes  food  and  energy.  Quirks  in  seasonal 
stment,  particularly  in  the  index  for  consumer  dura- 
goods,  accounted  for  some  of  the  unexpectedly  big 
,  but  prices  of  nondurable  consumer  items  also  accel- 
ed,  as  did  costs  of  capital  equipment, 
owever,  the  October  PPI  looks  like  one  of  those  one- 
th  aberrations  that  does  not  signal  a  reversal  of  the 
down  in  goods  inflation  (chart).  In  a  climate  of  weak 
and  and  idle  capacity,  goods  producers,  carmakers 
dally,  will  find  it  tough  to  make  large  price  hikes 


stick.  Sales  of  domestically  made  autos  sank  in  early 
November  to  a  dismal  5.7  million  annual  rate. 

Heading  into  next  year,  the  economy  just  doesn't  have 
the  ability  to  grow  fast  enough  to  keep  inflation  propped 
up.  For  the  past  10  quarters,  real  GNP  growth  has  aver- 
aged 0.5%'  a  quarter  with  no  gain  greater  than  the  econo- 
my's long-term  growth  trend  of  2.5%.  This  pattern  seems 
unlikely  to  change  soon,  and  price  pressures  can  build 
only  if  growth  is  sustained  above  its  long-term  potential. 

At  the  same  time,  however,  the  combination  of  tepid 
economic  growth  and  falling  inflation  severely  limits  the 
economy's  ability  to  generate  incomes  for  consumers 
and  profits  for  business.  In  particular,  companies  have 
little  pricing  power,  which  keeps 
the  squeeze  on  profit  margins, 
despite  continued  cost-cutting. 

Based  on  the  third-quarter 
GNP  data,  BUSINESS  WEEK  esti- 
mates that  corporate  operating 
profits  fell  to  an  annual  rate  of 
$281.6  billion  last  quarter,  from 
$284.4  billion  in  the  second  quar- 
ter. Moreover,  operating  earn- 
ings as  a  percentage  of  gross 
domestic   product   also  fell 


BANKS  ENJOY 
A  GAPING  SPREAD 
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slightly,  suggesting  that  margins  were  still  under  pres- 
sure last  quarter. 

If  fourth-quarter  demand  shapes  up  the  way  forecast- 
ers expect — or  worse — the  pinch  on  margins  is  sure  to 
continue.  Despite  companies'  past  efforts  to  cut  costs  by 
laying  off  workers,  even  more  jobs  may  be  lost  as  busi- 
nesses struggle  to  improve  their  profit  margins.  If  so, 
that  will  keep  the  squeeze  on  consumer  incomes  as  well. 

INTEREST  A  weak  economy  and  receding  inflation 
RATES  KEEP  mean  that  interest  rates — both  short  and 
SLIPPING       long — may  be  headed  lower  than  many 

LOWER  economists  had  thought.  Despite  the  Fed- 
eral Reserve's  13  cuts  in  the  federal  funds  rate,  from 
8^470  last  fall  to  4%%  now,  the  dearth  of  bank  lending 
continues.  Banks  are  using  their  funds  to  restructure 
past  bad  loans,  meet  higher  capital  requirements,  and 
satisfy  strict  regulators,  rather  than  make  new  loans. 

Loan  demand  is  also  weak,  but  banks  have  not 
dropped  their  prime  rates  as  much  as  the  Fed's  huge 
easing  would  usually  make  room  for  (chart).  The  prime 
rate,  currently  at  1%%,  is  nearly  60%  larger  than  the  fed 
funds  rate.  Banks  have  not  enjoyed  a  spread  that  wide 
since  just  after  the  1969-70  recession. 
In  the  1980s,  the  prime  averaged  20%  above  the  funds 
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rate.  That  spread  implies  a  prime  rate  below  6%.  Because 
of  the  unique  depressants  on  the  banking  system,  the 
Fed  may  have  to  ease  policy  more  than  it  has  in  the  past 
in  order  to  shake  the  economy  out  of  its  daze. 

Stubbornly  high  long-term  rates  are  another  problem. 
Tax-cut  fever  threatens  an  even  bigger  flood  of  Trea- 
sury borrowing,  and  reports  like  the  October  PPI  keep 
inflation  fears  alive.  However,  as  inflation's  improve- 
ment becomes  more  evident,  long  rates  will  drift  lower. 


SHOPPERS  The  central  bank's  aggressive  easing  on 
KEEP  Nov.  6  was  supposed  to  torpedo  the 

growing  worries  about  the  recession's  re- 


SAYING 


'CHARGE  IT' 


turn.  But  for  consumers,  the  Fed's  ac- 


FED  EASIHG  HAS 
BYPASSED  CONSUMERS 


tions  during  the  past  year  have  been  a  dud.  The  cuts  in 
the  federal  funds  rate  have  resulted  in  little,  if  any, 
reduction  in  the  borrowing  costs  of  consumers. 

In  the  past  year,  for  in- 
stance, the  central  bank  has 
cut  the  fed  funds  rate  by  3.75 
percentage  points.  But  the 
average  lending  rate  for  a 
30-year  fixed  mortgage  has 
fallen  by  just  1.3  points,  to 
8.83%.  And  the  average  inter- 
est rate  on  a  credit-card  bal- 
ance has  actually  increased 
slightly  to  18.78%,  from  an 
already  hefty  18.76%  a  year 
ago  (table). 
Until  borrowing  costs  fall 
appreciably,  households  are  unlikely  to  buy  such  rate- 
sensitive  items  as  homes,  cars,  and  appliances.  And  with- 
out the  thrust  from  consumer  demand  for  big-ticket 
items,  this  recovery  doesn't  have  the  fuel  to  keep  going. 

In  September,  consumer  installment  credit  dropped  by 
$1.5  billion,  its  fifth  consecutive  decline.  Installment  debt 
outstanding  is  now  equivalent  to  17.6%'  of  disposable 


Interest 
rate  on: 

Year 
ago 

Early 
Nov. 

Change 

FEDERAL 
FUNDS 

8.00% 

4.75% 

-3.25 

4-YEAR  CAR 
LOAN 

12.22 

11.18 

-1.04 

2-YEAR 

PERSONAL  LOAN 

17.30 

16.90 

-0.40 

BANK 

CREDIT  CARD 

18.76 

18.78 

0.02 

10.13     8.83  -1.30 


30-YEAR  FIXED 
MORTGAGE 

D«*  FEDERAL  RESERVE,  HSH  ASSOCIHES, 


A  GROWING  BURDER 
OF  CREDIT-CARD  DEI 

5.7  I  


income,  down  from  the  record  18.9%  hit  in  late  1989 
particular,  consumers  are  steering  away  from  car  loa4 
Auto  financing  dropped  $2.3  billion  in  September  and  h: 
been  declining  steadily  since  March,  1990. 

One  area  where  consumers  did  accelerate  their  h 
rowing  in  September  was  revolving  debt,  mostly  ere 
cards.  Such  credit  increased  $2.4  billion,  the  largei 
monthly  gain  since  March.  Although  households  are  p: 
ing  total  installment  debt,  revolving  credit  has  risen 
5.6%  of  disposable  income — the 
highest  ratio  since  the  Fed 
started  to  track  consumer  bor- 
rowing in  1975  (chart). 

The  rise  in  revolving  credit  is 
unusual  in  the  early  stages  of  a 
recovery.  And  in  today's  envi- 
ronment of  sluggish  consumer 
spending   and  stratospheric 
charge-card  rates,  the  growing 
use  of  plastic  may  be  a  sign  of 
distress  borrowing  by  financial- 
ly strapped  consumers.  Indeed,  consumer  spending  h; 
far  outpaced  the  gains  in  aftertax  income  this  year.  A 
the  increase  in  revolving  credit  in  September  came  wh 
retail  sales,  aside  from  autos,  were  extremely  sluggis 

With  households  struggling  to  make  ends  meet,  co 
sumers  may  rely  heavily  on  credit  cards  during  tl 
holiday  shopping  season.  That  might  add  some  luster  1 
what  is  expected  to  be  a  blue  Christmas  for  retailer 
But  when  the  first  quarter  of  1992  rolls  around,  consur 
ers  will  just  have  to  channel  more  cash  to  debt  repa; 
ment.  With  job  and  income  prospects  looking  shaky,  thj 
would  end  up  hurting  the  recovery. 

So  far,  amid  all  the  shelling  from  shaky  consum( 
fundamentals,  stingy  banks,  paltry  profits,  and  the  lifcj 
the  Federal  Reserve's  rate  cuts  have  provided  the  recc 
ery  with  some  measure  of  shelter.  However,  they  migl 
not  be  able  to  prevent  a  direct  hit  to  fourth-quarter  GNl 
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MERCHAHDISE  TRADE  DEFICIT 


Tuesday,  Nov.  19,  8:30  a.m. 
The  foreign  trade  deficit  is  expected  to 
have  narrowed  slightly  in  September,  to 
$6.2  billion,  from  $6.8  billion  in  August, 
according  to  economists  surveyed  by 
MMS  International,  a  division  of  McGraw- 
Hill  Inc.  Exports,  which  have  dropped  in 
three  of  the  past  four  months,  probably 
rebounded  in  September.  Imports,  which 
fell  0.6%  in  August,  are  expected  to  be 
little  changed.  However,  imports  may 
have  risen  more  strongly  than  projected. 
That's  suggested  by  a  sharp  gain  in  cus- 
toms-duty payments.  That  would  mean 
the  trade  deficit  widened  in  September, 
as  it  has  through  the  summer  months. 
In  June,  the  deficit  hit  an  eight-year  low 


of  $3.8  billion.  But  since  then,  export 
growth  has  slowed  down,  while  imports, 
especially  foreign  cars  and  crude  oil, 
have  begun  to  pick  up. 

HOUSING  STARTS  

Wednesday,  Nov.  20,  8:30  a.m. 
Housing  starts  probably  remained  at  an 
annual  rate  of  about  1  million  in  Octo- 
ber, the  same  dismal  pace  reported  in 
each  of  the  past  four  months.  The  mms 
expectation  is  suggested  by  the  slight 
loss  of  total  hours  worked  in  the  con- 
struction industry  in  October.  The  lack 
of  vitality  in  homebuilding  is  a  growing 
worry  for  the  recovery.  Despite  almost  a 
full  percentage-point  decline  in  mort- 
gage rates  since  June,  the  housing  in- 
dustry may  be  slipping  back  into  reces- 


sion. That  would  hurt  housing-relatd 
industries  such  as  lumber,  textiles,  arj. 
appliances. 

FEDERAL  BUDGET 


Friday,  Nov.  22,  2  p.m. 
The  M.MS  economists  expect  the  feder; 
government  to  report  a  deficit  of  $25 
billion  for  October,  the  first  month  ( 
fiscal  1992.  That's  an  improvement  froi 
$31.3  billion  in  October,  1990.  Howeve 
most  economists  expect  the  federal  bu 
get  to  sink  some  $350  billion  into  the  rdll 
for  the  year,  far  surpassing  the  stui 
ning  $268.7  billion  record  posted  just  lai 
year.  Moreover,  those  projections  e 
elude  any  election-year  tax  packag( 
that  could  cause  the  deficit  to  soar  clo 
er  to  $400  billion. 
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DOES  YOUR  INVESTMENT  BANKER 
SHARE  YOUR  VISION? 


Seeing  is  believing. 

And  believing  in  your  investment  banker 
means  seeing  results.  Not  just  from  time  to  time. 
But  time  and  time  again. 

Furman  Selz  gets  results  by  sharing  your  vision. 
From  concept  to  closing.  Is  this  the  right  time  to 
tap  into  the  capital  markets?  Would  it  be  wise  to 
consider  an  acquisition?  Furman  Selz  has  the 
expertise  you  need  to  make  the  big  decisions. 
And  the  clout  to  make  things  happen. 


From  the  media  business  to  automotive,  from 
healthcare  to  shipping,  Furman  Selz  has  earned  a 
reputation  as  an  outstanding  investment  banker. 
It's  a  Xerox  Financial  Services  Company  with  a 
long-term  commitment  to  your  success. 

And  that's  a  smart  way  to  do  business. 

No  matter  how  you  look  at  it. 

If  you'd  like  to  find  out  how  we  can  improve  the 
outlook  of  your  business,  write  Furman  Selz, 
230  Park  Avenue,  New  York,  NY  10169. 


GOVERNMENT  I 
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A  ROAR  OF 
DISCONTENT 

VOTERS  WANT  HEAITH  CARE  REFORM— NOW 


The  seismic  tremors  started  regis- 
tering about  a  year  ago.  In  survey 
after  survey,  pollsters  began  pick- 
ing up  distress  signals  from  middle-class 
voters  worried  about  health  care  costs. 
Under  pressure  from  employers,  work- 
ers were  being  forced  to  dig  deeper  into 
their  pockets  to  pay  for  medical  bills. 
For  recession  victims  or  those  worried 
about  losing  their  jobs,  there  was  a  more 
palpable  fear:  the  nightmarish  prospect 
of  losing  the  safety  net  provided  by 
health  insurance. 

These  rumblings  triggered  a  political 
earthquake  on  Nov.  5,  when  lightly  re- 
garded Democrat  Harris  Wofford  upset 
former  Attorney  General  Richard  Thorn- 
burgh  in  Pennsylvania's  U.  S.  Senate 
race.  Wofford  managed  the  feat  by  rail- 
ing against  indifferent  politicians  in 
Washington — and  declaring  health  care 
"a  basic  right."  For  business,  the  mes- 
sage was  clear:  Health  insurance  had 
been  transformed  from  a  problem  for 
the  downtrodden  into  a  middle-class  con- 
cern (poll).  "This  says  people  are  serious 
about  fixing  the  health  system,"  ob- 
serves American  Hospital  Assn.  Presi- 
dent Dick  Davidson. 

Naturally,  there's  no  shortage  of  Dr. 
Fix-its  lining  up  in  Washington.  With  the 
Presidential  campaign  under  way.  Dem- 
ocrats are  homing  in  on  the  health  care 
"crisis."  They're  scoring  points  by  de- 
picting President  Bush  as  out  of  touch — 
and  out  of  town.  Most  of  the  Democratic 
contenders  are  embracing  ambitious 
health-reform  plans,  and  Capitol  Hill  is 
abuzz  with  competing  proposals. 
KEY  CHOICES.  The  fury  of  the  debate  has 
caught  the  Administration  flat-footed. 
Initially,  the  President's  advisers  hoped 
to  delay  any  serious  debate  on  a  national 
health  strategy  until  after  the  election. 
Now,  his  aides  are  .scrambling  to  cobble 
together  a  proposal  for  the  January 
State  of  the  Union  message.  "The  bless- 
ing of  the  Pennsylvania  election  is  that  it 
came  one  year  before  President  Bush 
has  to  face  voters,"  says  Burton  Yale 
Pines,  senior  vice-president  of  the  Heri- 
tage Foundation.  "He'd  be  resoundingly 


rejected  if  the  election  were  held  today." 

Despite  the  rising  clamor  for  reform, 
health  experts  caution  that  the  complex- 
ity of  the  problem  makes  successful  sur- 
gery an  iffy  proposition.  Policymakers 
are  split  over  the  key  question  of  wheth- 
er the  private  sector  or  the  government 
should  be  the  central  player  in  a  new 
health  scheme.  The  choices  range  from  a 
Canadian-style  socialized  system  to 
"choice"  plans  that  give  consumers  tax 
credits  and  encourage  them  to  shop  for 
the  best  medical  bargains  (table). 

Business  is  deeply  divided,  too.  Big 
corporations,  whose  cost-control  mea- 
sures have  failed  to  contain  soaring 
medical  expenses,  are  coming  to  the  re- 
luctant conclusion  that  a  national  system 
may  be  their  last  chance  for  relief.  That, 
they  hope,  will  shield  them  from  health 
care  providers'  current  practice  of  shift- 
ing the  cost  of  caring  for  the  uninsured 
onto  large  private  payers.  But  small 
businesses,  which  often  don't  provide 
coverage  for  their  workers,  worry  that 
they'll  get  socked  with  huge  new  man- 
dated costs.  Hospitals  and  doctors  also 
will  oppose  any  changes  that  could  dic- 
tate fees  and  reduce  profits. 

About  the  only  thing  everyone  agrees 
on  is  that  the  current  system  is  out  of 
control.  Medical  costs  have  risen  faster 
than  the  rate  of  inflation  in  14  of  the 
past  15  years  and  now  account  for  12% 
of  gross  national  product,  or  a  whopping 
$657  billion  a  year. 

At  the  moment, 
political  rhetoric  is 
outpacing  some  of 
the  thorny  financial 
calculations  on  who 
pays  for  what,  and 
when.  In  Pennsylva- 
nia, Wofford  re- 
mained studiously 
vague  on  how  his  na- 
tional health  plan 
would  work.  Demo- 
crats "can  tap  into  a 
large  seam  of  incho- 
ate discontent,"  says 
the  Brookings  Insti- 


f  roi  ti 
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tution's  Henry  J.  Aaron.  "But  the  moilfli 
specific  their  solutions,  the  more  they  ip!i 
run  into  problems." 

That's  not  stopping  Democrats 
offering  cures.  Nebraska  Senator 
Kerrey,  who  is  making  health  reform 
key  issue  in  his  Presidential  campai: 
backs  legislation  calling  for  a 
takeover  of  the  health  care  system.  T\^[e 
government  would  write  the  checks  in 
system  financed  by  payroll  taxes  anfiri 
higher  levies  on  the  wealthy. 
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HEALTH  POLITICS:  A  PRIMER 


SINGLE-PAYER 


This  is  the  Canadian  approach,  in 
which  everyone  is  covered 
whether  or  not  working.  While 
hospitals  and  physicians  remain 
private,  all  bills  would  be  paid 
from  a  single  purse — the  U.S. 
Treasury.  Rates  would  be  strictly 
regulated  to  control  costs.  In  the- 
ory, administrative  savings  could 
come  to  $75  billion  a  year.  This 
scheme  is  endorsed  by  Senator 
and  Presidential  hopeful  Bob 
Kerrey  (D-Neb.)  and  House 
Democrats  such  as  Representa- 
tive Marty  Russo  of  Illinois 


MARKET-BASED 


Individuals 
would  shop 
for  their  own 
health  cover- 
age, and  the 
government 
would  pro- 
vide tax  cred- 
its or  vouchers  to  everybody. 
Low-  and  middle-income  families 
would  receive  a  government 
check  if  the  value  of  their  credit  is 
greater  than  their  income  ta.x 
liability.  The  conservative  Heri- 
tage F'oundation  and  Budget 
Director  Richard  Darman  favor 
this  plan,  but  President  Bush 
hasn't  endorsed  it  yet 


PLAY-OR-PAY 


Building  on 
the  current 
system,  this 
would  re- 
quire busi- 
nesses to 
provide 

^^IIHMhH  health  bene- 
fits or  pay  a  payroll  ta.x  to  support 
a  fund  for  their  workers,  the  un- 
employed, and  the  poor.  This 
plan  is  advocated  by  Senate  Dem- 
ocrats led  by  Majority  Leader 
George  Mitchell  (D-Me.).  Dem- 
ocratic Presidential  candidate 
Paul  Tsongas  has  endorsed  a 
variation  in  which  the  taxes 
would  go  into  regional  funds  to 
buy  private  insurance 


INCREMENTAL  REFORM 


This  plan  would  reform  the  cur- 
rent system,  help  small  business- 
es buy  coverage,  create  tax 
breaks  for  the  self-employed,  and 
urge  employers  to  control  costs 
through  prepaid  plans  and  man- 
aged care  programs.  This  ap- 
proach is  backed  as  an  interim 
step  only  by  prominent  Demo- 
crats, including  Senator  Lloyd 
Bentsen  of  Texas  and  Represen- 
tative Dan  Rostenkowski  of  Illi- 
nois. It's  the  centerpiece  of  Sen- 
ate Republicans'  reform  ideas 


liile  this  "single-payer"  approach  is 
le,  the  potential  drawbacks  are 
f.  higher  taxes,  more  government 
aucracy,  and  waiting  lines  for  ex- 
ive  surgical  procedures.  The  White 
56  and  most  of  the  health  care  Es- 
shment  oppose  this  model. 
fERTS.  Other  Democrats,  including 
te  Majority  Leader  George  J.  Mitch- 
D-Me.),  back  "play-or-pay"  pro- 
is.  These  plans  give  business  two 
)ns:  Provide  a  core  package  of 


health  insurance  to  employees,  or  pay  a 
federal  payroll  tax  of  about  8%  to  sup- 
port a  government-insurance  fund  for 
the  uninsured.  This  approach  builds  on 
the  existing  private  system,  but  critics 
say  it  won't  hold  down  costs.  Although  it 
faces  stiff  opposition  from  small  busi- 
ness, play-or-pay  is  winning  converts.  On 
Nov.  12,  a  coalition  of  unions  and  large 
corporations,  including  Xerox,  Safeway, 
and  Georgia-Pacific,  backed  it.  House 
Democrats  may  decide  on  a  similar  tack. 


;ylvania's  message 

ania,  the  Kaiser  Family  Foundation 
f-vard  School  of  Public  Health 
ed  a  post-election  survey  on  Nov.  5-6 
ults.  Among  its  findings: 

)  issues  mattered  most  in 

low  you  would  vote  for  senator? 

ealth  insurance 


/loss  of  job 
s  record 


Wliich  of  the  following  three  approaches 
to  financing  health  care  would  you  favor? 

Businesses  are  required  to 
provide  coverage  for  all  their 
employees  or  contribute  to  a  fund 
that  would  cover  all  Americans 

A  plan  run  by  the  government, 
financed  by  taxpayers,  that  would 
cover  all  Americans 

Leave  things  the  way  they  are 

DATA:  KAISER  FAMItY  FOUNDATION  AND  THE  HARVARD  SCHOOl  OF  PUBtIC  HEALTH 


Where  does  all  this  leave  President 
Bush?  Mainly  on  the  defensive,  insisting 
that  health  policy  is  too  complex  to  be 
fixed  in  the  unseemly  rush  of  an  election 
campaign.  But  after  Pennsylvania,  that 
message  is  being  drowned  out.  "Politi- 
cians who  defend  the  status  quo  and  say 
[health  reform]  is  too  complicated  are 
missing  the  point,"  says  James  Carville, 
Wofford's  campaign  manager.  "The 
country  is  clearly  ready  for  something 
other  than  what  it  has." 

One  reason  for  Bush's  hesitancy  is  the 
GOP's  inability  to  come  up  with  a  consen- 
sus approach.  Moderate  Republicans,  led 
by  Rhode  Island  Senator  John  H.  Cha- 
fee,  want  to  move  incrementally.  They 
would  start  by  making  it  easier  for  sinall 
businesses  to  buy  insurance  and  by  lim- 
iting malpractice  awards.  Some  would 
even  consider  a  new  government  pro- 
gram or  employer  mandates. 

Free-market  conservatives,  led  by 
White  House  Chief  of  Staff  John  H. 
Sununu,  oppose  new  mandates  on  busi- 
ness and  higher  taxes.  That  leaves  little 
maneuvering  room.  "It  aggravates  one 
of  the  biggest  Republican  weaknesses," 
says  Democratic  pollster  Harrison  Hick- 
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man.  "They'll  try  not  to  insult  the  insur- 
ance companies,  and  they'll  protect  their 
friends  in  business." 

Budget  Director  Richard  G.  Darman, 
who  is  directing  White  House  efforts  to 
come  up  with  a  plan,  leans  toward  a  tax- 
credit  scheme  that  gives  individuals 
maximum  choice.  He's  also  exploring  a 
cap  on  employers'  tax  deductions  for  in- 
surance premiums.  The  higher  taxes 


would  be  used  to  fund  benefits  for  the 
uninsured.  But  neither  free-market  ap- 
proach is  given  much  chance  of  winning 
congressional  support.  And  with  Con- 
gress set  to  adjourn,  none  of  the  plans 
will  start  moving  until  well  into  1992. 
Even  then,  it's  far  from  clear  how  pro- 
found the  changes  will  be,  given  the  lack 
of  political  consensus. 
Meantime,  the  political  heat  will  only 


intensify.  "We  conceded  the  health  issj^ 
to  the  Democrats,"  laments  Republicij 
pollster  Linda  DiVall.  Gleeful  Democr; 
couldn't  agree  more.  Says  pollster 
linda  Lake:  "Health  care  could  well 
the  Social  Security  of  the  '90.s — an  isj 
that  defines  a  political  party  to  an  ent 
generation." 

By  Paula  Dwyer  in  Washhigton  a 
Susan  B.  Garland  in  Detroit 


INTEREST  RATES  I 


THE  SPLIT  FED  MAY  KEEP  RATES 
RIGHT  WHERE  THEY  ARE 


iout 


Hardliners  on  the  board  are  pressuring  Greenspan  to  wait  for  results 


When  Alan  Greenspan  goes  to 
Capitol  Hill  on  Nov.  19,  he'll 
be  greeted  with  praise  for  his 
latest  moves  to  boost  the  economy.  In 
just  a  week,  the  Federal  Reserve  chair- 
man trimmed  the  key  money-market  in- 
terest rate  twice  and  cut  the  rate  the 
Fed  charges  on  loans  to  banks  by  a  half- 
point.  Greenspan  can  count  on  the  low- 
est short-term  rates  in  18  years  to  soften 
up  the  Senate  Banking  Committee  as  it 
sits  in  judgment  on  his  nomination  for  a 
second  term  at  the  Fed's  helm. 

The  chairman  can  only 
hope,  though,  that  none  of  his 
questioners  wants  to  look  too 
deeply  into  those  rate  cuts.  To 
financial  markets  and  politi- 
cians, the  Fed  moves  seemed 
like  natural  steps  to  boost  an 
economic  recovery  that's  fiz- 
zling. But  a  significant  minor- 
ity of  the  Fed's  policymakers 
disagree — and  Greenspan  had 
to  work  hard  to  win  even 
grudging  approval  for  easier 
credit.  The  struggle  inside  the 
central  bank  means  the  Fed  is 
likely  to  stay  on  the  sidelines 
in  the  weeks  ahead,  waiting 
to  see  whether  its  earlier  eas- 
ing will  spark  the  economy. 

Markets  had  been  expecting  the  Fed 
to  cut  rates  since  the  Oct.  1  meeting  of 
its  Federal  Open  Market  Committee.  But 
that  meeting  revealed  an  unusual  split 
among  policymakers.  Presidents  of  the 
Fed's  12  regional  banks— who  usually 
fear  inflation  more  than  slow  growth — 
reported  that  businesses  and  consumers 
were  increasingly  worried  about  the  re- 
covery. The  Fed's  Washington-based 
governors  were  skeptical.  "Some  of  the 
folks  here  were  sitting  back  with  their 
old  forecasts  and  feeling  pretty  comfort- 
able," says  one  governor.  While  the 
FOMC  authorized  Greenspan  to  cut  rates, 


its  mood  warned  him  to  go  slowly. 

By  month's  end,  Greenspan  was  ready 
to  move.  But  two  governors  disagreed. 
John  P.  LaWare  argued  that  the  econo- 
my was  suffering  from  a  lack  of  confi- 
dence, not  money.  And  Wayne  D.  Angell 
feared  that  further  rate  cuts  would 
spook  inflation-shy  bond  traders.  Rather 
than  force  a  3-2  vote,  Greenspan  enlisted 
the  regional  presidents  for  a  telephone 
conference  on  Oct.  30.  The  lengthy  de- 
bate kept  the  Fed's  New  York  trading 
desk  on  the  sidelines  as  market  rates 


drifted  down.  Traders  read  the  Fed's 
passivity  as  an  ambiguous  acceptance  of 
a  5%  target  rate  on  Fed  funds — loans 
between  banks — down  from  5.25%.  The 
White  House  jumped  in  with  a  statement 
praising  the  reduction.  "It  may  not  have 
been  a  move  before,"  says  a  Fed  official, 
"but  it  sure  is  one  now." 
POOR  TIMING?  The  debate  resumed  on 
Nov.  5,  when  the  FOMC  met  again.  Offi- 
cials say  the  panel  ordered  Greenspan  to 
cut  rates  once  more.  Bowing  to  the  con- 
sensus, LaWare  agreed  to  lower  the 
Fed's  discount  rate;  Angell  dissented. 

Now,  it's  looking  as  if  that  cut  may  be 
the  last  for  some  time.  Many  traders 


criticized  the  Fed  for  the  timing  of 
two  latest  moves:  Cutting  the  discoi 
rate  immediately  after  the  Republic 
loss  in  Pennsylvania's  special  Sen;  ^'i^- 
election  on  Nov.  5  "reinforced  the  m 
ket's  perception  that  Greenspan  is  av  il* 
ward  and  influenced  by  political  pr 
sures,"  says  economist  David  M.  Jor  i-'^igre 
of  bond  traders  Aubrey  G.  Lanston  ittiee« 
Co.  And  the  Nov.  13  report  of  an  un< 
pected  0.77c  rise  in  October  produ(  irtratiif 
prices,  even  though  much  of  the  increa  fetionli 
was  an  aberration  (page  25),  panick  sn^ 
the  bond  market  into  pushing  up  lor  to  are  i 
term  rates.  That  strengthens  the  ha  l^yai 
of  Angell  and  other  inflation  hawks.  Mtli 

More  important,  even  those  officii 
who  backecl  the  recent  cuts  now  want  ar  note 
give  them  a  chance  to  work.  The  Fe(  le  iye; 
moves  since  summer  have  been  design  sile,  s ; 
to  "lean  into  the  50  mph  headwind  t  latreflei 
economy  is  fighting,"  says  a  top  offici;  upaidii 
But  "if  we're  leaning  too  far  when  taririflat 
wind  stops,  we'll  fall  over."  WW 
Some  economists  compla  lOuH  teli 
that  these  pauses  have  paiivesprif 
lyzed  the  Fed  at  crucial  in  faimoiii 
ments  in  this  and  past  bu  ostly  sli 
ness  cycles.  They  hope  so  k  and 
Christmas  sales  and  the  ad(OiiHlia[ 
tion  of  two  new  Fed  membe  oiild  fa 
will  break  the  deadlock.  Whi  imuliis,; 
House  aide  Lawrence  B.  Lin  iturf  ( 
sey,  a  supply-side  economi  jonj  bo 
who  favors  strong  grov/t  inostOT 
would  be  a  sure  proponent  i .  Grass, 
easier  money,  but  Sena  ic&h 
Democrats  have  stalled  a  vo  ).,  wtiit 
on  his  nomination.  Economi  tort 
Susan  M.  Phillips  will  soon  hariat 
sworn  in,  but  her  views  c  h-'i 
monetary  policy  are  less  certain.  If  bol'i  i  oj 
had  been  on  board  in  October,  First  Bo  igjests 
ton  Corp.  economist  Darwin  L.  Beck  su  lur-  to 
pects,  Greenspan  would  have  had  "a  ^m^i 
majority,  which  is  a  much  better  sign;  letek  s 
for  action  than  3-2."  iliosj; 

Even  so,  Greenspan  is  likely  to  adojinl*:? 
a  wait-and-see  stance.  Before  the  late;  fc -id 
moves,  he  saw  an  economy  that  could  gjip  'a 
either  way — up  into  renewed  recoverjen  jj 
or  down  into  a  second  phase  of  recei.?-,,] 
sion.  It's  too  soon  to  tell  whether  twoi  ;  :_ 
quick  rate  cuts  will  forestall  the  doubl  ric!!-; ; 
dip — but  they  certainly  have  put  the  Fe  Ti,.  ], 
out  of  action  for  a  while.  irceii^i 
By  Mike  McNamee  in  Washingta 


30  BUSINESS  WEEK/NOVEMBER  25,  1991 


Commentary/by  Karen  Pennar  and  Christopher  Farrell 


A  SPARK  FROM  TREASURY  COULD  FIRE  UP  THE  ECONOMY 


t's  a  tired  refrain  we  i<eep  iiearing 
Prom  Washington:  The  economic  re- 
covery is  being  held  hostage  to  poli- 

and  a  yawning  budget  deficit.  To 
ly  defense  savings  elsewhere  in  the 
lomy,  last  year's  budget  agreement 
]d  have  to  be  reopened.  To  enact 
cuts,  offsetting  savings  would  have 
)e  found.  But  is  policy  really  so 
ilyzed?  Perhaps  not. 
''ithout  even  entertaining  congres- 
al  debate,  there  are  some  things 
,  the  U.  S.  Treasury  and 
king  regulators  could  try  to 
the  economy  moving, 
irst,  the  government  could 
-ten  the  maturity  of  its  debt, 
ation  has  come  down  under 

and  short-term  interest 
s  are  at  their  lowest  levels 
5  years.  Today,  three-  and 
month  Treasury  bills  are 
iing  less  than  5%,  and  five- 
^  notes  are  paying  6.63%. 

30-year  long  bond,  mean- 
le,  is  yielding  around  7.9%. 
t  reflects  an  inflation  premi- 
paid  investors  because  they 
■  inflation  will  rise. 
MDING  BOOM.  The  Treasury 
aid  tell  the  world  that  it  be- 
3s  prices  will  remain  stable 
mnouncing  that  it  will  issue 
tly  short-  and  medium-term 
t,  and  sticking  to  that.  What 
lid  happen?  Long-term  rates 
lid  fall,  providing  needed 
lulus,  and  the  interest  bill  on 
are  debt  would  shrink, 
ng  bonds  would  go  to  7% 
est  overnight,"  says  William 
Grross,  managing  director  at 
ific  Investment  Management 

which  manages  $35  billion 
)onds.  "It  would  be  a  shot 
rd  around  the  world." 


which  could  instruct  its  traders  in  New 
York  to  buy  up  the  highest-yielding, 
longest-dated  bonds  in  the  course  of 
their  market  dealings.  "I  think  it  would 
be  a  wonderful  step,"  says  economist 
James  K.  Galbraith  of  the  University 
of  Texas  at  Austin.  "Keynes  says 
about  the  most  useful  thing  a  central 
bank  can  do  in  a  recessionary  environ- 
ment is  purchase  long-term  debt." 

While  acting  forcefully  to  lower 
rates,  Washington  could  also  get  banks 


3seph  Rosenberg,  chief  investment 
cer  of  Loews  Corp.  in  New  York, 
gests  that  Treasury  substitute 
r-  to  five-year  notes  for  30-year 
ds  at  its  quarterly  refundings, 
•eby  saving  taxpayers  at  least  $500 
ion  in  interest  costs  annually.  Ro- 
berg,  who  urged  the  Treasury  to 
3  such  a  step  in  a  recent  article  in 
Washington  Post,  says  the  "real 
eficiary  of  all  this  would  be  the 
>.  economy."  Lower  long-term  rates 
dd  unleash  a  rush  of  mortgage 
ling  and  a  capital-spending  boom, 
he  Treasury's  action  could  be  rein- 
;ed  by  the  Federal  Reserve  Board, 


lending  again.  Profit-pinched  banks 
have  been  loath  to  pass  lower  rates  on 
to  their  customers.  At  the  same  time, 
banks  are  so  busy  writing  off  mistakes 
of  the  1980s  that  they  are  unwilling  to 
risk  making  new  ones.  Finally,  regula- 
tors have  pressured  banks  to  build  up 
capital  and  be  cautious. 

One  quick,  painless,  and  not  very 
costly  way  to  boost  bank  profits  would 
be  for  the  government  to  pay  interest 
on  more  than  $20  billion  in  idle  re- 
serves that  banks  keep  to  back  up  de- 
posits. David  D.  Hale,  chief  economist 
at  Kemper  Securities  Group  Inc.  in  Chi- 
cago, says  that  if  banks  were  paid  the 


current  T-bill  yield  on  reserves,  it 
would  boost  their  profits  by  more  than 
$1  billion.  If  they  were  paid  interest  on 
reserves,  he  argues,  banks  wouldn't 
feel  compelled  to  earn  profits  by  keep- 
ing their  prime  lending  rate  so  high. 

Interest  on  reserves  might  help,  says 
Albert  M.  Wojnilower,  senior  adviser 
at  First  Boston  Corp.,  but  there  are 
plenty  of  banks  that  are  already  profit- 
able. Instead,  he  argues,  banking  regu- 
lators should  impose  broad  growth  tar- 
gets for  bank  loans  and  other 
assets  and  ensure  that  banks 
meet  those  targets.  "Banking  is 
like  a  utility,"  he  says.  "You  ex- 
pect an  electric  company  to  gen- 
erate electricity." 
LOUD  AND  CLEAR.  These  ideas 
aren't  entirely  new,  and  they've 
had  a  mixed  reception  in  the 
past.  The  U.  S.  Treasury,  which 
sold  $L5  trillion  in  securities 
last  year,  has  long  held  to  the 
view  that  the  smooth  function- 
ing of  the  government  securi- 
ties market  requires  that  inves- 
tors be  able  to  choose  from  a 
predictable  and  broad  spectrum 
of  maturities.  Some  Reagan 
Administration  officials  floated 
the  idea  of  shortening  debt  ma- 
turities in  198L  but  they  got  no- 
where. In  the  early  1960s,  the 
Fed  tried  to  bring  long  rates 
down  by  buying  up  long  bonds 
in  the  open  market,  with  limited 
impact.  And  even  the  force  of 
law,  embodied  in  the  Communi- 
ty Reinvestment  Act,  hasn't 
prevented  bankers  from  discov- 
ering ways  to  cut  off  some 
borrowers. 

There  are  no  guarantees  that 
what  investors  and  lenders 
fear — a  return  of  inflation  and  a 
new  cycle  of  bad  loans — won't  come  to 
pass.  Periodic  spikes  in  prices,  such  as 
October's  0.7%  jump  in  producer  prices, 
only  fan  such  worries.  But  there  is  a 
better  chance  of  success  if  the  govern- 
ment commits  itself  to  low  inflation 
and  low  interest  rates  with  a  policy 
that  is  loud,  clear,  and  sustained.  The 
aim  is  to  change  expectations  and 
thereby  boost  confidence,  spending, 
and  borrowing.  It  won't  happen  over- 
night, and  it  won't  happen  if  the  gov- 
ernment says  one  thing  and  does  an- 
other. But  inaction  won't  get  the 
economy  off  dead  center.  These  rela- 
tively easy  measures  just  might. 
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DONEWALD  (RIGHT):  CONWAY  "IS  NOT  CAPABLE  OF  PULLING  THE  COMPANY  OUT  OF  CHAPTER  II" 


MUTINY  IS  IN  THE  AIR 
AT  AMERICA  WEST 


As  it  plunges  deeper  into  the  red,  some  workers  are  out  for  blood 


Joanne  Canfield  was  thrilled  to  be 
hired  as  a  flij^ht  attendant  for  Amer- 
ica West  Airlines  Inc.  But  just  18 
months  later,  she  found  herself  laid  off. 
Worse  yet,  as  one  condition  of  her  em- 
ployment, Canfield  bought  871  shares  of 
.\WA  stock.  By  the  time  she  left,  the 
stock  was  in  free-fall — and  AWA  was 
pressing  for  the  $2,797  it  had  lent  her  to 
buy  it.  With  her  shares  now  worth  about 
$600,  she  wishes  the  airline  had  "never 
hired  me  in  the  first  place." 

Canfield  and  others  like  her  may  soon 
be  exacting  their  revenge,  awa's  13,000 
employees  hold  about  35'/  of  the  dis- 
tressed airline's  stock.  And  as  the  carri- 
er sinks  further  into  the  red,  some  of 
those  employees  are  mustering  their  re- 
solve for  an  unlikely  objective:  to  topple 
Chief  Executive  Michael  J.  Conway  from 
the  job  he  has  held  for  just  two  months. 
DWINDLING  GOODWILL.  It's  a  marked 
shift  in  sentiment  for  employees  of  AWA, 
which  had  depended  on  the  camaraderie 
of  its  mostly  young  and  low-paid  work- 
ers. Most  employees  want  to  help  keep 
the  airline  aloft.  But  goodwill  toward 
management  has  been  dwindling  since 
awa's  Chapter  11  filing  last  June.  "The 
majority  of  employees  we've  talked  to 
feel  Mike  Conway  is  not  capable  of  pull- 
ing the  company  out  of  Chapter  11," 
claims  Linda  Donewald,  a  former  awa 


employee  and  a  leader  of  America  West 
Airlines  Employee-Owner  Corp. 

Conway  dismisses  the  dissidents  as 
"malcontents"  who  are  "shooting  from 
the  hip."  Says  Conway:  "This  is  not 
Eastern  Air  Lines,  and  I'm  no  Frank 
Lorenzo.  We  have  no  intention  of  flying 
this  thing  into  the  ground."  awa  General 
Counsel  Martin  J.  Whalen  calls  the 
group  "a  self-generated  rump  group 
with  an  ax  to  grind."  Indeed,  another 
group,  the  Employee  Reorganization 
Panel,  also  participates  in  the  bankrupt- 
cy proceedings.  And  its  chairman,  Bruce 
Cronin,  says  "we  are  completely  confi- 
dent" in  current  management. 

Yet  the  dissidents  can  hardly  be  dis- 
missed out  of  hand.  The  head  of  the 
equity  holders'  committee  in  the  bank- 
ruptcy proceedings,  a  pilot  and  awa's 
most  senior  employee,  is  listening  care- 
fully: "They  shouldn't  be  taken  lightly," 
says  Richard  Delafield.  Also  paying  at- 


AWA's  general  counsel 
brands  the  dissidents  'a 
self-generated  rump  group 
with  an  ax  to  gi-ind' 


ii.- 


tention  is  Penn  Ayer  Butler,  an  attoril 
for  the  creditors'  committee.  "We  ; 
fully  behind  the  company,"  says  But' 
"But  to  say  we  are  fully  behind  M 
( 'onway  would  be  stretching  it. 

Conway,  the  focus  of  all  the  attenti 
is  a  financial  whiz  who  hit  the  airl 
business  in  1980  as  controller  at  Co; 
nental  Airlines  Inc.  A  year  later, 
joined  AWA.  He  was  instrumental 
swinging  the  financings  that  let  the  c 
fier  grow  quickly  from  a  tiny  operati 
lo  a  far-flung,  $1  billion  carrier 
along  with  growth  came  onerous  de 
As  a  result,  AWA  has  never  been  able 
put  together  a  string  of  profitable  yea 
So  far  this  year,  AWA  has  lost  $166  n 
lion  on  revenue  of  $1.1  billion. 
SHUFFLING  ROUTES.  Now,  Conway 
searching  for  ways  to  recapitalize  AV\ 
A  six-month  grace  period  for  $100  n 
lion  in  deferred  payments  on  jet  leas 
starts  expiring  on  Dec.  1.  If  it  defaul 
AWA  could  be  grounded.  Then,  Nor 
west  Airlines  Inc.  and  GPA  Group  PI 
which  advanced  AWA  $55  million  in  bar 
ruptcy  financing,  could  force  an  as 
sale.  So,  to  tide  itself  over,  awa  has  be 
bargaining  with  Kawasaki  Leasing 
ternational  Inc.  for  a  loan  of  $23  millic 

Even  his  critics  give  Conway  cre( 
for  reducing  costs  fast  by  reshufflii 
routes  and  cutting  2,200  jobs.  The  coi 
pany  says  those  two  steps  alone 
save  $100  million  annually.  It  will  ne^ 
the  help.  Flooded  with  discount  tickets 
issued  to  stoke  business  earlier  in 
year,  it  reported  a  third-quarter  open 
ing  loss  of  $29  million — some  distan 
from  the  $9.9  million  loss  it  projected 

That's  why  dissident  employees 
looking  for  a  way  out.  On  Oct.  30,  tl 
group  met  with  Northwest  Preside! 
John  H.  Dasburg  to  voice  their  disple 
sure  with  Conway.  They  have  even  ta 
en  their  case  to  Arizona  Republican  Se 
ator  John  McCain.  What  worrit 
workers  most  is  that  with  AWA  sto( 
near  $1  a  share,  Conway  may  be  angli: 
for  a  merger  or  sale  to  Northwest 
another  company.  That,  says  Whale: 
"is  way  the  hell  premature." 

The  dissidents  say  they're  mullin 
whether  to  ask  the  bankruptcy  court 
push  Conway  out.  They'll  do  it,  they  sa; 
if  the  airline  doesn't  hit  the  $2.3  millio 
fourth-quarter  profit  it  projected  for  th 
bankruptcy  court.  Even  Whalen  say 
that  forecast  is  "probably  unrealistic, 
although  he  blames  AWA's  bleak  perfoi 
mance  on  the  sluggish  economy. 

Joanne  Canfield  knows  all  about  n 
cessions.  These  days,  she  distributes  th 
dissidents'  newsletter  and  works  th 
phone  to  enlist  other  employees  in  thei 
cause.  Those  calls  are  getting  easie 
with  each  piece  of  bad  news  from  AWA 
By  Eric  Schine  in  Phoeni 
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ICE  &  TECHNOLOGY  I 


BIG  STEP  FOR  FUSION  POWER 
■BUT  NOT  THAT  BIG 


pite  a  successful  test  in  Britain,  research  funds  will  remain  scarce 


lor  more  than  40  years,  scientists 

I  have  chased  the  dream  of  fusion 
energy.   Hoping  to  harness  the 

?  reactions  that  power  the  sun,  they 
built  giant  machines  and  run  hun- 

s  of  tests.  But  not  until  Nov.  9  did 
finally  experiment  with  the  fuel 
would  actually  stoke  a  real  power 
On  that  Saturday  evening,  Euro- 
scientists  injected  tritium,  a  heavy 

.  of  hydrogen,  into  the  Joint  Europe- 

rorus  (JET),  a  research  reactor  50 

!  west  of  Lon- 


to  keep  itself  going.  One  worry,  for  ex- 
ample, is  whether  the  soup  of  electrical- 
ly charged  atoms  that  swirls  inside  a 
fusion  reactor  will  become  unstable, 
shutting  the  reaction  down.  Another  un- 
certainty: Will  the  reaction  heat  the  soup 
as  much  as  some  calculations  show?  If  it 
doesn't,  the  reaction  won't  sustain  itself 
and  reach  ignition. 

The  JET  experiment  didn't  use  enough 
tritium  to  resolve  these  doubts.  If  scien- 
tists had  used  more  of  the  material,  the 


limited  by  budgets,  not  technical  prob- 
lems," says  Ronald  C.  Davidson,  director 
of  Princeton's  Plasma  Physics  Laborato- 
ry. The  Energy  Dept.,  for  example,  re- 
cently axed  plans  for  an  ambitious  next- 
generation  reactor,  Princeton's  $1.4 
billion  Burning  Plasma  Experiment. 
MAMMOTH  MACHINE.  Scientists,  however, 
are  determined  to  push  ahead.  They  are 
calling  for  the  U.  S.,  Europe,  and  Japan 
to  commit  more  than  $5  billion  for  the 
International  Thermonuclear  Experimen- 
tal Reactor  (ITER),  a  mammoth  machine 
that's  a  necessary  step  to  a  prototype 
commercial  reactor.  While  support  in  Ja- 
pan and  Europe  remains  strong,  fusion 
boosters  worry  that  wrangling  over  the 
site  of  the  reactor  could  derail  the  ef- 
fort. So  the  news  about  progress  in  fu- 
sion comes  at  an  especially  good  time. 
"To  keep  the  momentum  for  ITER  going, 
they  have  to  show  they  are  moving 


And  for  a  see- 
the reactor  pro- 

d  1.7  megawatts 

;h  of  speeding 

rons,  enough  en- 
to  power  600 

5S.  "Our  aim  is 

low  the  scientific 

bility  of  fusion," 
JET  physicist 
J.  Dietz.  "What 

lid  was  the  nec- 

ry  first  step." 

I  fusion  propo- 

3,  the  European 

riment  was  wel- 

;  news.  "It's  an 

)rtant  mile- 

i,"  says  Richard 

etrasso,  a  physi- 

it  the  Massachu- 

5   Institute  of 

nology's  Plasma 

on  Center.  But 

e  fusion  could 

?day  live  up  to 
promise — a 

p,  abundant  en- 
source  that  pro- 

s  little  hazardous  waste- 
oil  stocks  yet.  For  one 


A  LIKELY 
TIMETABLE  FOR 
FUSION  POWER 

1993-97  Tests  with 
large  amounts  of  tritium 
at  the  Joint  European  To- 
rus and  Princeton's  Toka- 
mak  Fusion  Test  Reactor 

1992-97  De  signing  the 
International  Thermonu- 
clear Experimental  Reac- 
tor (ITER),  a  $5  billion  to 
$6  billion  machine  jointly 
funded  by  the  U.S.,  Ja- 
pan, and  Europe 

1997-2006  Building 
the  ITER 

2007-20  Desi  qninq  a 
prototype  power  plant 

2020-25  Building  the 
prototype  power  plant 

2030  Large  -scale  fu- 
sion-power generation 

DATA;  BW 


EUROPE'S  EXPERIMENTAL  REACTOR:  MANY  CRUCIAL  SCIENTIFIC  QUESTIONS  REMAIN 


-don't  sell 
thing,  the 
tion  generated  only  one-tenth  of  the 
?r  used  to  produce  it.  Moreover,  the 
riment  merely  confirms  what  scien- 
calculations  had  long  predicted — 
adding  tritium  to  the  lighter  hydro- 
fuel  used  in  past  tests  dramatically 
ds  up  the  fusion  reaction  and  boosts 
Dower  output.  That  proves,  in  theory 
vay,  that  fusing  atoms  could  gener- 
is much  commercial  power  as  exist- 
Quclear-fission  plants, 
it  the  experiment  didn't  answer  a 
ber  of  crucial  scientific  questions, 
lout  answers,  researchers  can't 
h  the  key  stage  called  ignition,  when 
fusion  reaction  makes  enough  heat 


walls  of  their  reactor  would  have  be- 
come too  radioactive  for  researchers  and 
technicians  to  work  inside  it.  Both  JET 
and  a  similar  test  reactor  at  Princeton 
University  are  building  systems  to  han- 
dle the  radioactivity,  but  the  next  stage 
of  experiments  won't  begin  until  1993  at 
Princeton  and  1994  in  Britain. 

Even  if  scientists  clear  all  those  hur- 
dles, though,  a  prototype  power  plant  is 
at  least  40  years  away  (table).  And  fu- 
sion boosters  admit  that  fusion  can't 
compete  economically  with  coal,  oil,  or 
fission  reactors  at  today's  prices. 

The  experiment  comes  at  a  crucial 
time  for  fusion  research.  Support  has 
been  shaky,  especially  in  the  U.  S.  "In 
the  past  decade,  our  progress  has  been 


ahead,"  points  out  physicist  John  M. 
Soures  of  the  University  of  Rochester, 
who  is  working  on  a  competing  form  of 
fusion  power. 

JET  spokesman  John  Maple  insists  that 
the  experiment  was  planned  and  sched- 
uled on  scientific  grounds  alone.  Still,  he 
readily  admits  the  value  of  publicity.  "I 
suspect  it  will  increase  confidence  in  our 
work  by  those  outside  the  field,"  he 
says.  Not  in  Congress.  Staffers  say  that 
because  the  results  were  long  expected, 
they  won't  boost  political  support  for  fu- 
sion. It  will  take  more  than  this  small 
step  on  the  long  path  to  fusion  energy  to 
persuade  governments  to  shell  out  the 
billions  needed  to  finish  the  journey. 

By  John  Carey  in  Washingtoji 
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EDUCATION  I 


PRODUCTIVITY  ASSURED 
—OR  WE'LL  FIX  THEM  FREE 


Starting  in  1994,  LA.  high  school  grads  will  come  with  warranties 


When  American  manufacturers 
decided  10  years  ago  that 
boosting  quality  was  the  key 
to  regaining  their  competitiveness,  a 
beefed-up  warranty  often  was  the  first 
step.  If  they  couldn't  produce  a  defect- 
free  car,  the  thinking  went,  they  could 
at  least  guarantee  to  the  customer  that 
he  wouldn't  be  stuck  with  repair  bills  for 
the  first  50,000  miles.  Quality  would  fol- 
low when  the  factory  figured  out  that 
building  it  right  the  first  time  was 
cheaper  than  paying  warranty  claims. 

Now,  American  educators — who've 
taken  their  share  of  the  heat  for  the 
nation's  fading  competi- 
tiveness— are  getting  the 
same  message.  Los  Ange- 
les Unified  School  Dis- 
trict, the  nation's  second 
largest,  says  that  begin- 
ning with  the  class  of  '94, 
each  high  school  graduate 
will  come  with  a  written 
warranty  assuring  compa- 
nies that  the  grad  has  the 
basic  skills  needed  to  en- 
ter the  work  force.  If  the 
employer  is  not  satisfied, 
the  school  district  will  pro- 
vide remedial  training  at 
the  district's  expense. 

The  idea  has  been  tried 
by  a  few  other  school  sys- 
tems, including  districts  in 
Prince  Georges  County, 
Md.,  and  Plymouth, 
Mass.,  which  have  experi- 
enced few  if  any  "re- 
turns." But  the  sprawling 
Los  Angeles  system  may 
be  the  ultimate  experi- 
ment. Over  half  its 
640,000  students  live  be- 
low the  poverty  line.  Half 
speak  little  or  no  English 
when  they  enter  school. 
BUSINESS  NUDGE.  Los  An- 
geles' diploma  warranty 
will  go  well  beyond  the 
three  Rs.  It  is  based  on 
the  July  recommendations 
of  the  Labor  Secretary's 
Commission  on  Achieving 
Necessary  Skills  (SCANS), 
which  attempt  to  identify 
the  so-called  skills  gap 
between  graduating  se- 


niors and  entry-level  employees  (table). 

If  the  warranty  program  works,  it  will 
force  a  top-to-bottom  makeover  of  the 
L.  A.  system,  much  like  the  overhauls 
that  manufacturers  went  through  in  the 
past  20  years.  "It's  going  to  make  a 
difference  in  what  we  teach  and  how  we 
teach,"  says  William  R.  Anton,  superin- 
tendent of  schools.  The  major  curricu- 
lum change — and  expense — will  be  of- 
fering students  access  to  computers. 

The  rest  can  be  handled  by  having 
teachers  teach  the  current  curriculum 
differently.  Take  the  teaching  of  team- 
work. "In  the  business  world,  sharing 


AT  FAIRFAX  HIGH:  TEAMWORK  ABILITY  AND  TECHNOLOGY  SKILLS  ARE  NEEDED 


SKIILS  IPS  AMGEiES  AIMS  TO  GUARANTEE 

The  Labor  Dept.  's  Commission  on  Achieving  Necessary  Skills  identified 
these  attributes  as  those  most  sought  by  business  in  high  school  graduates. 


THE  FOUNDATION 


BASIC  SKILLS:  Reading,  mathematics,  effective  communications 
THINKING  SKILLS:  Problem  solving,  reasoning,  mental  visualization 
PERSONAL  QUALITIES:  Integrity,  self-management,  initiative,  responsibility 


THE  APPLICATIONS 


RESOURCES:  Budgeting  time,  money,  materials,  and  staff 
INTERPERSONAL  SKILLS:  Leading,  negotiating,  working  on  teams 
INFORMATION:  Using  technology  to  get,  organize,  and  interpret  data 
SYSTEMS:  Understanding  and  improving  social  and  organizational  systems 
TECHNOLOGY:  Selecting,  applying,  and  troubleshooting  technology 

DATA:  UBOR  SECRETARY'S  COMMISSION  ON  ACHIEVING  NECESSARY  SKILLS 


responsibility  for  a  project  is  cal] 
teamwork,"  says  Assistant  Superin 
dent  Gabriel  Cortina,  one  of  three  ed 
tors  on  the  Labor  Dept.  panel.  "In  cl 
rooms,  the  way  we  teach  today, 
called  cheating."  Educators  now 
finding  that  two  or  three  students  wi 
ing  as  a  team  can  often  solve  proble] 
that  they  couldn't  handle  individually 
The  L.  A.  warranty,  and  the  rebuild 
it  portends,  was  a  direct  result  of  pr 
ding  by  local  businesses.  They've  had| 
boost  spending  on  remedial  training 
technology  to  overcome  lower-skil 
workers.  Pacific  Bell,  for  one,  has  fo 
more  than  half  its  applicants  for  ent! 
level  jobs,  such  as  operators,  fail  a  s: 
pie  seventh-grade  reading  and  math  b 
A  GIMMICK?  Some  critics  dismiss 
warranty  as  a  gimmick.  A  Los  Ange 
Times  editorial  railed  against  it,  concl 
ing  that  if  an  L.  A.  diploma  was  s 
worth  anything,  it  wouldn't  need  a  w 
ranty.  And  the  teachers'  union  was  li 
at  the  announcement,  which  came  t 
days   after   the  sch 
board  approved  a  3% 
in  pay.  "It's  smoke  a 
mirrors  to  take  attenti  'glk 
away  from  the  real  pre 
lems,"  says  spokeswom  ^ni 
Catherine  M.  Carey. 

Outsiders  aren't 
sure.  "Our  teachers  vk 
it  as  a  big  vote  of  con 
dence  in  them,"  says  B( 
imrd  Sidman,  superinte 
dent  of  the  Plymout 
Carver  Regional  Scho 
District  in  Plymout  u-s 
Mass.  There,  a  two-yea 
old  program  requires  st 
dents  to  pass  the  state 
ninth-grade  basic-ski 
test  before  graduation. 

Local  executives  no 
that  the  warranty  itself 
less  important  than  wh, 
it  signals:  recognition 
the  problem  and  willin, 
ness  to  confront  it.  "It 
clear  [Anton]  doesn't  ha\ 
all  the  pieces  in  place,  bi 
someone,  somewhere  in 
leadership  position  has 
put  out  the  vision,"  say 
Kenneth  G.  Docter 
Price  Waterhouse  vic< 
chairman.  "Think  of  it 
Ford   saying  'Quality 
Job  L'  "  Ten  years  latei 
Ford  may  not  match  th 
Japanese  for  quality,  bu 
it's  a  lot  closer  than  if 
hadn't  set  the  goal. 

By  Larry  Armstrong  i: 
Los  Angeles,  with  Geoj 
Smith  in  Boston 
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Airbus  accounts  for  30%  of  the  world  civil  aviation  market, 
range  extending  from  the  twin  engine  medium  haul  to  the 
engine  long  haul  aircraft,  1760  Airbuses  have  already  been 
throughout  the  world  -  including  550  to  North  America  - 
■ly  demonstrating  its  enormous  commercial  success. 
AEROSPATIALE  ploughs  back  more  than  35%  of  its 
nue  into  research  and  development.  This  percentage,  the 
d's  highest,  places  AEROSPATIALE  firmly  at  the 
heart  of  all  major  European  aerospace  research  and 
dopment.  From  the  outset,  AEROSPATIALE'S 
)ry  has  been  marked  by  a  series  of  international 
:esses  through  active,  true  cooperation.  One 


aerospatiale 


example  is  Ariane,  with  50%  of  the  launch  vehicle  market; 
another  are  the  helicopters  with  a  33%  share  of  world  sales.  70% 
of  AEROSPATIALE'S  turnover  is  realized  from  programs  which 
involve  cooperation  with  other  aerospace  partners. 

Within  the  context  of  a  partnership  built  upon  free 
exchange  of  information,  methodology,  technology  and  human 
resources,  the  US  aerospace  industry  plays  a  leading  role  in  a 
number  of  AEROSPATIALE  aeronautical  programs. 

AEROSPATIALE,  the  driving  force  in  the  European 
aerospace  industry,  will  soon  be  spearheading  a  partner- 
ship aimed  at  developing  a  new  supersonic  transport  air- 
craft -  thereby  adding  to  the  legend  it  has  already  created. 


aerospatiale 
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THE S&L SCANDAL  I 


MR.  S&L 
PACES  THE  MUSIC 


Will  Charles  Keating  clear  his  first 
legal  hurdle — or  go  directly  to  jail? 


It's  fitting,  probably,  that  the  show- 
business  capital  of  the  world  should 
be  the  site  of  the  first  trial  of  finan- 
cier Charles  H.  Keating  Jr.  From  the 
start,  Keating's  trial  has  been  good  the- 
ater. On  the  first  day  of  jury  selection, 
an  elderly  widow  accosted  Keating  in 
the  front  of  the  courtroom,  shouting 
that  he  had  robbed  her  of  her  life  sav- 
ings. A  few  weeks  later,  another  irate 
investor,  cable-TV  talk-show  host  Skip 
Lowe,  bopped  Keating  on  the  shoulder 
with  a  powdered  wig.  In  the  courthouse 
hallways,  angry  bondholders  chanted: 
"Mr.  Cheating,  where's  our  money?" 

The  curtain  draws  near,  but  only  for 
Act  I.  The  case,  where  two  months  of 
testimony  have  concluded,  tackles  a  nar- 
row slice  of  the  complex  charges  against 
Keating  in  connection  with  the  1989  fail- 
ure of  Lincoln  Savings  &  Loan  Assn., 
which  will  cost  ta.\payers  some  $2.6  bil- 
lion. It's  the  first  step  in  a  legal  gauntlet 
for  Keating,  who  has  come  to  symbolize 
the  nation's  massive  s&L  crisis. 

Amid  all  the  uproar,  serious  issues  are 
at  stake.  The  Los  Angeles  County  crimi- 
nal trial  focuses  on  whether  Keating  de- 
frauded 18  of  the  more  than  20,000  buy- 
ers of  $250  million  of  bonds  sold  by 
Lincoln's  parent.  Phoenix-based  Ameri- 
can Continental  Corp.  Prosecutors  have 
pinned  their  case  on  proving  that  Keat- 
ing failed  to  disclose  to  investors  the 
sorry  state  of  American  Continental's  fi- 
nances and  its  tangles  with  regulators. 
NO  SMOKE.  Keating's  defense  is  that  he 
wasn't  directly  involved  in  bond  sales 
and  that  he  relied  on  advice  from  law- 
yers and  accountants  about  the  bonds. 
Defense  lawyer  Stephen  C.  Neal  adeptly 
used  his  cross-examination  to  elicit  testi- 
mony favorable  to  Keating  from  some 
prosecution  witnesses.  Then  the  suave, 
42-year-old  Chicagoan  surprised  court- 
room observers  by  resting  his  case  on 
Nov.  7  without  calling  any  defense  wit- 
nesses. He  says  he  didn't  need  to:  "The 
prosecution  hasn't  come  close  to  proving 
what  they  have  to  prove" — that  Keating 
knowingly  and  intentionally  defrauded 
the  18  bondholders  named  in  the  case. 

Prosecutors  concede  that  they  found 
no  smoking  gun  to  link  Keating  with 
fraud.  But  they  contend  that  the  mosaic 
they  pieced  together  from  the  evidence 
of  more  than  50  witnesses  clearly  shows 


NO  COMMENT:  KEATING  COULD  FACE  UP  TO  10  YEARS  IN  PRISON  AND  $250,000  IN  FINES 


Keating  calling  the  shots  for  a  bond- 
sales  program  that  relied  on  deceiving 
naive  investors.  Former  employees  told 
of  trips  to  Phoenix,  where  Keating  ex- 
horted them  to  sell  more  bonds.  A  pa- 
rade of  elderly  investors  told  how  bond 
salesmen  working  at  Lincoln  branches 
persuaded  them  to  cash  out  of  certifi- 
cates of  deposit  and  buy  uninsured 
American  Continental  bonds. 

Some  of  the  strongest  prosecution  tes- 
timony came  from  former  Lincoln  Presi- 
dent Ray  C.  Fidel,  who  in  March  pleaded 
guilty  to  six  fraud  counts.  He  testified 
that  when  he  told  Keating  that  regula- 
tors insisted  on  moving  bond  sales  out  of 
Lincoln  branches,  Keating  replied: 
"Can't  we  cheat?" 


MARKETING  I 


THE  SAM'S 
GENERATIOH? 


Wal-Mart  takes  the  soft-driiik 
challenge  with  its  own  brand 


Sam's  American  Choice.  It  may  not 
have  the  cachet  of  "Coke"  or  the 
familiar  ring  of  "Nabisco."  But 
the  fledgling  brand  boasts  a  formidable 
natural  advantage:  the  marketing  clout 
of  Wal-Mart  Stores  Inc.  and  legendary 
founder  Sam  M.  Walton.  Sam's  colas 
and  fruit  juices  are  already  popping  up 
in  Wal-Marts  across  the  country.  And 
the  experiment  could  produce  a  slew  of 
Wal-Mart  products  developed  to  compete 
head-to-head  with  national  brands. 

The  Bentonville  (Ark.)  retailer  isn't 
backing  away  from  its  successful  formu- 
la of  offering  name  brands  at  low  prices. 
It's  simply  responding  to  recession-wea- 


If  found  guilty,  Keating  could  face 
to  10  years  in  prison  and  fines 
$250,000.  But  his  problems  will  han 
stop  there.  He  faces  a  host  of  civil  cas 
in  Arizona,  the  Securities  &  Exchan 
Commission  may  sue,  and  federal  indi 
ments  have  long  been  expected. 

Keating,  resplendent  in  his  expensi 
suits  and  silk  ties,  isn't  the  only  regu 
in  the  dingy  Los  Angeles  courtroom, 
is  Mike  Lappin,  76,  a  retired  actor  frc 
Sherman  Oaks,  Calif.,  who  three  yea 
ago  invested  his  $35,000  life  savings 
American  Contmental  bonds.  He  sa 
the  bond  fiasco  has  been  "heart-rer 
ing."  And  now,  like  Keating,  Lappin 
anxiously  awaiting  the  verdict. 

By  Kathleen  Kerwin  in  Los  Ange. 


WAL-MART'S  PRIVATE-LABEL  COLA: 
WATCH  FOR  SAM'S  LINE  OF  COOKIES  NEXT 


ry  consumers  looking  for  value  in  near 
every  product  category.  And  without  tl 
hefty  marketing  costs  incurred  by  nam 
brand  manufacturers,  Sam's  brar 
should  yield  fatter  profits.  A  recent  G: 
lup  Poll  done  for  the  Private  Label  Ma 
ufacturers  Assn.  found  consumer  acce 
tance  of  store  brands  at  a  record  hig 
with  nearly  90%  of  those  surveyed  ha 
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SUCCESS  IN  THE  AIR.  SUCCESS  IN  SPACE. 
UR  NAME  SAYS  IT  ALL.  AEROSPATIALE. 


AEROSPATIALE  is  the  world's  leading  exporter  ot  helicopters, 
machines  have  already  been  sold  to  1 18  countries.  In  the  United 
s,  this  commercial  success  is  reflected  by  the  company's  rating  as 
in  the  American  civil  market  with  28%  penetration.  In  Japan,  it  is 
•ader,  with  a  46  %  market  share  as  well  as  in  Canada  with  42  %.  One 
f  every  three  helicopters  flying  today  is  from  AEROSPATIALE. 
\EROSPATIALE  ploughs  back  more  than  35%  of  its  revenue 
research  and  development.  This  percentage,  the  world's 
;st,  places  AEROSPATIALE  firmly  at  the  very  heart  of 
lajor  European  aerospace  research  and  development. 
1  the  outset,  AEROSPATIALE'S  history  has  been 
ed  by  a  series  of  international  successes  through  active. 


true  cooperation.  One  example  is  Ariane,  with  50%)  ot  the  launch 
vehicle  market;  another  are  the  helicopters  with  a  33  %  share  of  world 
sales.  70%  of  AEROSPATIALE'S  turnover  is  realized  from  programs 
which  involve  cooperation  with  other  aerospace  partners. 

Within  the  context  of  a  partnership  built  upon  free  exchange 
of  information,  methodology,  technology  and  human  resources, 
the  LIS  aerospace  industry  plays  a  leading  role  in  a  number  of 
AEROSPATIALE  aeronautical  programs. 

AEROSPATIALE,  the  driving  force  in  the  European 


jerospat\Q\(  aerospace  industry,  will  soon  be  spearheading  a  partnership 
QerOSpatjOle  aimed  at  developing  a  new  supersonic  transport  aircraft  - 
•»^xospo^i'^    thereby  adding  to  the  legend  it  has  already  created. 
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ing  bought  them.  "Consumers  are  be- 
coming more  reserved  and  are  looking 
for  value.  It  is  a  real  sociological 
change,"  says  Eraser  Latta,  chief  oper- 
ating officer  of  Cott  Corp.  The  largest 
private-label  bottler  in  Canada,  Cott  is 
supplying  Sam's  colas  from  U.  S.  plants. 

While  the  Wal-Mart  name  already  ap- 
pears on  such  staples  as  paper  towels 
and  bathroom  tissue,  Sam's  brand  is  de- 
cidedly higher  quality  and  more  promi- 
nently featured  in  the  stores.  The  bever- 
ages are  the  first  products  with  the  new 
label,  but  retail  analysts  e.vpect  Sam's 
chocolate-chip  cookies  to  come  next, 
along  with  other  foods.  The  new  prod- 
ucts sport  attractive  red,  white,  and  blue 
packaging.  The  cola  label  boasts  that 
Sam's  products,  made  in  the  U.  S.  A., 
"offer  better  value  than  the  leading  na- 
tional brands — great  taste  at  Wal-Mart's 
always  low  prices."  In  a  store  near  Dal- 
las, a  six-pack  of  Sam's  cola  recently 
was  selling  for  $1.18,  or  about  20%  less 
jjer  can  than  a  20-can  case  of  Coke. 
QUALITY  PITCH.  Wal-Mart  apparently  has 
learned  from  other  retailers,  which 
stumbled  when  they  offered  customers 
low-priced  store  brands  of  low  quality. 
"The  customer  doesn't  want  a  lesser- 
quality  product,"  says  Karen  Cmar,  a 
retail  specialist  at  McKinsey  &  Co.  Many 
retailers  have  also  failed  to  devote  the 
merchandising,  product  design,  and  oth- 
er resources  needed  to  execute  a  store- 
brand  strategy.  "If  anybody  can  do  it, 
Wal-Mart  probably  can,"  says  Cmar. 

Wal-Mart  won't  discuss  details  of  its 
latest  experiment — or  how  far  it  might 
go.  "We're  very  pleased  with  it  at  this 
early  point,"  says  a  company  spokes- 
man. Retail  analyst  Walter  Loeb  figures 
Sam's  brand  could  eventually  top  10%'  of 
Wal-Mart's  sales,  which  he  sees  hitting 
$44  billion  this  year  and  $56  billion  next. 

If  that  potential  worries  Wal-Mart's 
name-brand  suppliers,  they're  not  flinch- 
ing. "Just  about  every  retailer  has  pri- 
vate brands,"  says  Lawrence  D.  Milli- 
gan,  senior  vice-president  for  sales  at 
megamarketer  Procter  &  Gamble  Co. 
"When  these  store  brands  come  out, 
they  generally  take  their  business  from 
the  tertiary  brands,  the  Sunshines  of  the 
world,"  says  Nabisco  Foods  spokesman 
Mark  L.  Gutsche.  Sunshine  Biscuits  Inc., 
which  says  it's  in  the  same  league  as 
Nabisco,  begs  to  differ.  Its  ad  director, 
Alexander  Nichols,  figures  Sam's  brand 
will  hurt  regional  labels  and  generics. 

No  one  expects  store  brands  to  ex- 
plode at  Wal-Mart.  But  a  premium  pri- 
vate label  backed  by  Wal-Mart's  clout 
will  keep  the  big  boys  watching  their 
own  costs  and  quality.  And  where  Wal- 
Mart  treads,  others  are  likely  to  follow. 

By  Wendy  Zellner  in  Dallas,  with  bureau 
reports 


COMPUTERS! 


DEC  TRIES  TO  LEARN  NEW  TRICKS 
IN  THE  OLD  WORLD 


It's  testing  its  high-  and  low-end  strategy  on  a  grand  scale  in  Europe 


Since  spring.  Digital  Equipment 
Corp.  has  trumpeted  a  new  sales 
strategy  to  combat  shrinking  prof- 
its: no-frills  for  the  price-conscious,  and 
lots  of  pricey  service  for  clients  who  can 
afford  it.  So  where's  DEC  giving  the  plan 
its  stiffest  test?  The  same  turf  staked 
out  by  Japan's  big-computer  makers  for 
their  first  export  drive — Europe. 

The  U.  S.  minicomputer  maker's  Nov. 
11  acquisition  of  Philips  Electronics' 
$1  billion  minicomputer  business  is  the 
new  strategy's  linchpin.  The  $160  million 
deal  promises  some  big 
new  bank  customers 
and  a  much-needed  out- 
let for  dec's  low-priced 
machines.  Small  busi- 
nesses that  own  Philips' 
minis  will  now  find 
themselves  getting 
pitched  hard  on  DEC's. 
TWO-PARTER.  DEC  nOW 
gets  more  than  half  of 
its  $13.9  billion  in  sales 
from  Europe  (charts). 
The  company  plans  to 
split  the  Philips  busi- 
ness into  two  equal 
parts.  Its  current  Euro- 
pean sales  force  will 
pick  up  Philips'  banking 
clients,  including  such 
hefty  names  as  Hol- 
land's Rabobank. 

More  intriguingly, 
the  other  half  of  Phil- 
ips' mini  business  will 
form  the  core  of  a  new 
unit  focusing  on  sales 
to  small  business.  DEC 
will  be  trying  to  form  a 
"mean  and  lean,  dynam- 
ic" sales  operation,  says  Wolfgang  Jae- 
ger, a  director  of  the  new  unit.  Digital 
Equipment  Enterprise. 

If  all  goes  according  to  plan,  DEC  says 
DEE  will  serve  as  a  model  for  how  it  will 
sell  workstations,  personal  computers, 
and  other  low-profit  machines  around 
the  world,  dee  will  be  run  with  fewer 
managers  and  sell  mainly  through  small 
companies  that  tailor  computers  for 
business  customers.  Says  Peter  J.  Smith, 
dec's  European  vice-president  of  sales 
and  marketing:  "The  way  we're  handling 
the  dee  business  offers  substantial 
growth  for  us." 


EUROPE'S  GROWING 
IMPORTANCE  TO  DEC 


89  '90  '91 1 '89  '90  '91  ^^^^ 
U.S.       EUROPE  OTHER 

A  MILLIONS  OF  DOLURS 


DEC'S  OPERATING 
PROFIT  OR  LOSS 


▲  MILLIONS  OF  DOLURS 

FISCAL  YEARS  ENDED  JUKE 
DATA;  COMPANY  REPORTS 


dec's  sales  have  advanced  steadifc»)-i- 

but  profitability — especially  in 
U.  S. — has  suffered  because  dec  hasfcajB 
been  able  to  match  its  rivals'  lower  op  wth 
ating  costs.  President  Kenneth  H.  01s(  fiH 
65,  earlier  this  year  told  managers 
would  pay  personal  attention  to  findi 
a  way  to  succeed  where  DEC  hadn't  1  l/tln 
fore.  "Before  I  retire,"  Olsen  said,  Bjk 
want  to  prove  we  can  be  in  the  commc  acei 
ity  business  and  be  very  profitable." 
LABOR  DAZE.  DEE  figures  to  serve  Waib%. 
more  than  just  a  test  vehicle  toward  tl  fso 
goal.  It  starts  with  a  lif  t" 
spectable  17%  stake 
Europe's  $7  billion  mSii«( 
ket  for  small  comp  »'i 
ers.  By  combining  DE(  |!Sai 
existing  small-busine  jfaili 
operation  with  the  PI 
ips  business,  the  subs 
iary  immediately  boa: 
a  work  force  of  5 
and  annual  revenues 
about  $1.2  billion.  T 
makes  sales  per  e 
ployee  nearly  dou 
dec's  current  rate 
$120,000. 

Analysts  don't  exp< 
dec  to  break  even 
the  Philips  deal  befo 
1993.  For  one  thin 
Philips  piled  up  years 
losses  on  minis.  Tb 
there  are  the  unions 
new  challenge  for  no 
union  DEC.  Many 
dec's  new  workers  a 
covered  by  strong  j 
guarantees,  so  elimin; 
ing  jobs  will  have 
come  through  negot; 
tion,  not  fiat.  "Otherwise  they  will  fail 
says  Jos  Hermus,  a  Dutch  union  org 
nizer.  Jaeger  vows  that  the  company  w 
abide  by  whatever  choice  its  new  wor 
ers  make. 

Learning  to  deal  with  unions  m; 
prove  as  tricky  as  the  vagaries  of  sellii 
low-cost  computers.  But  if  dec's  Europ 
an  managers  succeed  with  the  low-co 
approach,  they'll  be  teaching  a  lot 
folks  back  in  the  U.  S.  about  how 
compete  with  the  ultimate  low-cost  su 
pliers,  the  Japanese. 

By  Gary  McWilliams  in  Boston,  wi 
Patrick  Oster  in  Brussels 
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SUCCESS  IN  THE  AIR.  SUCCESS  IN  SPACE. 
UR  NAME  SAYS  IT  ALL.  AEROSPATIALE. 


X 


EUTELSAT  II 


As  the  chief  architect  of  an  entire  range  of  spatial  systems, 
n  today's  satellites  to  tomorrow's  orbital  space  stations, 
lOSPATIALE  has,  to  date,  sold  39  telecommunications  and 
ct  television  broadcast  satellites,  8  meteorological  satellites 
28  satellites  for  the  scientific  observation  of  resources  on  Earth 


m  space. 

AEROSPATIALE  ploughs  back  more  than  35%  of  its  revenue 
)  research  and  development.  This  percentage,  the 

Id's  highest,  places  AEROSPATIALE  firmly  at  the  very  .fz-cspaVx^ 

rtofall  major  European  aerospace  research  and  develop-  jeroSDatiak 

It.  From  the  outset,  AEROSPATIALE'S  history  has  been  ^zrospatialf 
ked  by  a  series  of  international  successes  through  active, 


true  cooperation.  One  example  is  Ariane,  with  50%  of  the  launch 
vehicle  market;  another  are  the  helicopters  with  a  33 %>  share  of 
world  sales.  70%  of  AEROSPATIALE'S  turnover  is  realized  from 
programs  which  involve  cooperation  with  other  aerospace  partners. 

Within  the  context  of  a  partnership  built  upon  free  exchange 
ot  information,  methodology,  technology  and  human  resources, 
the  LIS  aerospace  industry  plays  a  leading  role  in  a  number  of 
AEROSPATIALE  aeronautical  programs. 

AEROSPATIALE,  the  driving  force  in  the  European 
aerospace  industry,  will  soon  be  spearheading  a  partnership 
aimed  at  developing  a  new  supersonic  transport  aircraft  - 
thereby  adding  to  the  legend  it  has  already  created. 

aerospatiale 


LOSPATIALE  INC.  1101  Fifteen  Street  N.  W.  Washington,  D.  C.  20005-3099  -  Telephone  (202)  293-0650  -  Telecopier  (202)  429-0638 


BIDDING  PARIS  ADIEU:  AUCTIONING  POLO'S  ARTWORKS  AT  THE  GEORGE  V 


STILL  LIFE 

WITH  $100  MILLION 


International  fugitive  Roberto  Polo  is  alive  and  living  well  in  Miami 


The  question  tout  Ic  moude  was 
asking  at  Paris'  elegant  Hotel 
George  V  on  Nov.  7  was  this: 
Would  Roberto  Polo  make  a  dramatic 
appearance?  The  Cuban-born  financier, 
art  collector,  and  international  fugitive 
had  disappeared  from  view  in  1989, 
when  he  skipped  bail  in  Italy.  But 
French  auctioneer  Ader  Tajan  was  to 
sell  off  the  last  big  lot  of  valuables 
seized  from  Polo's  apartments,  including 
a  porcelain-mounted  jewel  casket  once 
owned  by  Marie  Antoinette.  Many  sus- 
pected Polo  might  show  up  to  bid  his 
treasures  adieu.  But  he  was  nowhere  to 
be  seen. 

Polo  was  tucked  comfortably  away  in 
Miami,  where  he  has  lived  since  Septem- 
ber, 1990.  Compared  with  the  mid-1980s, 
when  Polo,  now  40,  was  the  toast  of  the 
art  world,  jetting  between  residences  in 
New  York,  Paris,  Geneva,  and  Monaco, 
his  new  life  is  a  quiet  one.  Indeed,  his 
whereabouts  have  remained  a  mystery 
to  most  of  the  world. 

But  in  Miami,  Polo  is  scarcely  in  hid- 
ing. Society  matron  Ann  Eisenhower  re- 
members spotting  him  last  February  at 
a  fund-raiser.  He  is  a  regular  at  the 
city's  fashionable  yuca  (Young,  Upscale 
Cuban-Americans)  restaurant  and  even 
has  an  appetizer  named  after  him:  Polo 
croquettes. 


Just  what  is  Roberto  Polo  up  to?  Seek- 
ing "solace  and  peace  of  mind,"  he  says, 
the  onetime  art  student  has  become  an 
artist  again.  One  of  his  silk-screen  works 
hangs  at  YUCA.  But  Polo  says  his  real 
vocation  is  extracting  himself  from  the 
legal  troubles  that  have  dogged  him 
since  1988.  "I'm  in  America  now,  which 
is  a  free  country.  I'm  going 
to  prove  my  innocence." 

That  will  take  some  doing. 
In  1989,  a  U.  S.  District  Court 
in  New  York  entered  default 
judgments  against  Polo,  or- 
dering him  to  pay  $124  mil- 
lion to  clients  who  say  he 
dipped  into  their  accounts  to 
support  a  lavish  lifestyle. 
Since  then,  valuables  seized 
from  Polo's  apartments  have 
been  auctioned  to  pay  off 
creditors.  Switzerland  in  1988 
brought  criminal  charges 
against  him  on  behalf  of  the  same  cli- 
ents, and  a  warrant  for  Polo's  arrest  is 
outstanding  there.  Extradition  papers 
have  not  been  filed  in  the  U.  S.,  but  a 
Swiss  Ministry  spokesman  notes  that  a 
U.  S.-Swiss  treaty  in  the  works  would 
make  it  easier  to  return  him  to  Switzer- 
land. Meanwhile,  Polo  says  the  Internal 
Revenue  Service  is  seeking  more  than 
$100  million  from  him.  He  will  contest 


ROBERTO  POLO 
HE  PONY  UP? 


WILL 


tomt 


that  at  a  civil  trial  scheduled  for  hi 
1992.  Polo's  lawyers  say  that  case  v3 
give  him  the  "opportunity  to  clear  I3 
name  and  the  record." 

Many  of  Polo's  assertions  sound  likti 
novel  of  international  intrigue.  Polo  c( 
tends  he  was  framed  by  enemies- 
particular,  Alfredo  Ortiz  Murias,  a  fi 
mer  employee,  now  dead,  who  he  claii 
acted  out  of  jealousy.  Polo's  wife,  Ro: 
was  in  cahoots  with  Murias,  he  saj 
Rosa,  from  whom  Polo  is  seeking  a 
vorce,  declined  comment.  The  only  n 
son  U.  S.  courts  ruled  against  him,  P( 
says,  is  because  he  was  jailed  in  Iti 
and  couldn't  defend  himself. 
TWISTS  AND  TURNS.  On  some  poin 
liowever.  Polo  seems  able  to  rebut  ac( 
sations  leveled  against  him.  Although 
vestors  contend  Polo  wasn't  given  p( 
mission  to  invest  in  art,  Polo  says 
was.  To  fortify  his  point,  he  offers 
aijplication  to  register  with  Swiss 
thorities  as  an  art  adviser  and  investc 
A  lawyer  for  the  plaintiffs  says  tho 
documents  don't  pertain  to  his  clients 
All  in  all,  Polo's  narrative  often  2 
pears  to  take  twists  and  turns  to  suit  tWt'^\ 
moment,  often  in  an  appeal  for  symp  jvpun 
thy.  He  complained  to  BUSINESS  WEI 
that  Rosa  visited  him  only  once  in  h 
five  months  in  Italian  jail.  (Before  tl 
courts  released  him  on  bail,  he  h; 
starved  himself  down  to  85  pounds.)  A 
ter  Rosa's  brother,  Federico  Suro,  chs 
lenged  Polo's  account  of  the  visits,  tl 
fugitive  corrected  his  tale.  He  now  sa] 
she  visited  weekly — but  only  at  his  pa 
ents'  insistence.  Says  Suro:  'There's  res  mts 
ity,  and  there's  his  reality."  Polo  says  I  k"'* 
has  a  fine  grip  on  reality. 

These  days,  he  also  has  a  grip  on 
paintbrush.  Polo  has  been  doing  larg  ■ 
scale,  mixed-media  worP 
and  says  Florentine  art  de; 
er  Luciano  Paladini  feels  tl 
pieces  "should  sell  f( 
$75,000  to  $100,000  apiece 
Paladini  confirms  that  seve 
al  galleries  have  expresst  Jin- 
interest  but  says  he  has  r 
idea  what  the  work  migl 
bring.  Should  they  fetch  eve 
a  fraction  of  the  prices  Po 
mentions,  investors  are  sui 
to  come  knocking.  Robert 
Reger  Jr.,  a  lawyer  for  man 
Polo  creditors,  says  plaintifi 
have  netted  only  25$  on  the  dollar  so  fa 
"The  [court]  judgment  is  good  for 
years,"  he  says.  "We  can  continue 
pursue  him  until  there's  satisfaction  fc 
the  entire  amount."  If  so.  Polo  will  b 
painting  for  much  more  than  his  ow 
peace  of  mind. 

By  Andrea  Rothman  in  New  York  an 
Gail  DeGeorge  in  Miami,  with  burea 
reports 
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Better 
Windows 


live  memory  problems 

'EMM  386  makes  the  nost  of 
ry  last  'K'.  DESQview  uses  that 
nory  to  run  multiple  programs. 


Multitask 

multiple  programs  side-by-side 
indows.  'Background'  programs, 
can  continue  to  run. 


.1— nS-UinS 

□us— 3  

COREL  DRAW 

sharkartxdrH  j 

BKira  1  'lit 

Ir.iir.lorm 

Air..i.9f  LJi',(,l,iv 

See  text  and  graphics 
side-by-side 

:nce  information  in  your  graphics 
rram  while  writing  your  report. 


in  Windows  programs 

ESQview  even  lets  you  nm 
Microsoft  Windows. 


Easy  menu  access  to  programs 
and  DOS  services 

Access  programs  or  DOS  in  a  window 
with  just  a  few  keystrokes  or  mouse 
clicks.  It's  that  simple. 

See  multiple  files 

If  your  programs  allow  it,  DESQview  lets 

you  run  the  same  program  in  two  or 
more  windows.  Great  for  comparing  files 


Cut  and  paste  data 

Transfer  data  between  programs 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-by- 
side  with  DOS-extended  programs  like 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 


the  power  user's  seaet, 
)\new  has  been  discovered  by 
)uter  knowledgeable  people 
'where.  Over  1,000,000  people 
bought  DESQview. 
lultitasking;  windowing,  using  keyboard  or  mouse  commands, 
1  easy  with  DESQview. 

)ESQview  386  2.3  lets  you  use  your  favorite  DOS  and  DOS- 
ided  programs  in  windows  side-by-side  on  386SX,  80386  and 
'Cs.  As  you  can  see  above,  you  can  even  nm  Microsoft  Windows 


witliin  DESQview. 

DESQview  2.3  gives ! 
and  286  PCs  with  additional  memory 
most  of  the  same  capabilities  with  sur- 
prisingly little  performance  frade-off. 
Wliatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i486 
or  sometliing  in  between,  DESQview  is  still  the  best  way  to  get  the 
most  out  of  the  hardware  and  software  you  own  today 
DESQview.  When  you  look  into  it,  it's  the  obvious  choice. 


Quarterdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (213)  392-9851  Fax  (213)  399-3802 


With  Lotus  1-2-3  and  more 
in  the  palm  of  your  hand, 

HP  gives  you  PC  power  to  go. 


At  only  11  ounces,  the  new 
HP  95LX  palmtop  PC  carries  a 
lot  of  weight.   

It  mea.su  res  J 1 1st  x 
3.4"  X  1"  (closed  ).('ost.s 
only  $()99.  Yet  our  new 
HP9.5LX|)ut.sreal  PC 
power  in  your  hand. 

Lotus  1       Relea.se  2.2 
is  the  real  thing,  since 
created  our  palmtop  ['( ' 
in  collaboration  with 
Lotus  Development 
C"on5.  So  it's  easy  to  take 
your  spreadsheets  with 
you.  Do  "what  ifs!' Attend 
meetings  with  all  tln> 
late.st  figures  in  hand. 
But  the  HP  9.5LX  offers 
much  more.  You  can  edit 
memos,  access  i)hone 
numbers  and  addresses, 
schedule  appointments 
and  tasks.  And  exchange 
them  with  your  desktop 
PC,  using  the  optional 
( 'onnectivity  Pack. 

( )ne-key  access  to  ai)pli- 
cations  quickly  gets  you 
where  you  want  to  be.  A 
powerful  IIP  financial 
calculator  is  built  in, 
along  with  software  to 
keep  you  in  touch  with 
your  e-mail. 

All  HP  f).')LXap|)lications 
reside  in  the  1-Mbyte 
ROM.  Leaving  mo.st  of 
the.^l2KRAM  for  your 
files.  A  plug  in  slot  takes 
opticmal  RAM  and  appli- 
cationcards.Andthet  wo 
A  A  batteries  give  you  1  to  2  months 
ty|)ical  use.  ( )ne  more  rea.son  that  llu 
H1M).'')LX  is  the  way  to  go. 

For  U.S.  retailer  locations,  a  deim  > 
disk  or  free  i)roduct  literature,  call 
SOO-443-1254,  Dept.  29*  In  Canada, 
call8()()-:!S7-;5S(;7. 


m^i^  95LX 


OSUMCBS . .Bie> 
Range     Copy     Moue  File 
iraph     Data     System     Rdd— In 


orecas 

Jan  Feb 
Austria  300  250 
Brazil  150  140 
Canada  350  360 
France  200  210 
Germany  210  250 
Japan  250  250 
Spain  150  140 

USR  350  390 

TOTRL  UHa5S11990 


ountry 
Mar  Hpr 
325  310 
150  155 
320  325 
220  210 
255  240 
220  230 
160  175 
405  410 
2055  2055 


Ma<. 
300 
156 
350 
250 
250 
235 
175 
400 

2116 
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HEWLETT 
PACKARD 


•Offer  on  demo  disk  and  product  literature g<»<>d  in  I  S  only  and  whUe  supplies  la.st  Iiisk  is  f)',  im  li,  :ih()-Kbyti'. 
IBM  conipatible.  Simulated  display.  HP  95LX  price  is  sufigesled  US.  list  Allways,  PnntGntph  and  TVanslate  are 
not  included  in  the  HP  95LX  Lotus  and  1-2  :1  are  US.  registered  trademarksof  Ixjtus  I>evelopmentt  (»rporation, 
©1991  Hewlett  Packard  Company  PGI2101A 


BY  HARRIS  COLLINGWOOD 


EVING  IN 
IC 


vin  "Magic"  Johnson's 
ing  disclosure  that  he 
ontracted  the  Hiv  virus 
;  really  sunk  in  yet,  but 
perts  and  AIDS  activists 
ready  debating  how  best 
e  his  broad  appeal  to 

AIDS.  Most  applaud 
on's  plans  to  preach  a 
Lge  of  "safe  sex"  to 
1  people.  "He  can  speak 
'  heterosexual  and  black 
ition,"  says  media  con- 
it  Tony  Schwartz. 

activists  also  hope  that 
OS  Angeles  Lakers  star 
)ress  for  more  govern- 
research  funding.  "He's 
0  go  to  Congress  and 

a  lot  of  hands,"  says 
;t  Larry  Kramer, 
jic  has  already  had  an 
t:  Fox  Broadcasting  said 
3v.  12  that  it  would  air 
or  condoms.  And  Con- 

whose  sneakers  Magic 
■ses,  has  launched  an 
IDS  ad  campaign. 


fVON'T  PAY  FOR 
K>RMANCEYET 


'.  of  America's  most  cele- 
1  labor  innovations  just 
ut  on  hold.  In  its  first 
iated  pact  with  the  Unit- 


ed Auto  Workers,  General 
Motors'  Saturn  unit  agreed  to 
put  off  an  innovative  plan  ty- 
ing pay  to  the  small-car  com- 
pany's results. 

Pay-for-performance  fell 
victim  to  Saturn's  low-speed 
launch.  Output  in  the  1991 
model  year  was  only  50,000 
cars,  a  third  of  original  projec- 
tions and  well  below  the 
plant's  240,000  capacity.  With 
the  assembly  line  limping 
along,  union  leaders  persuad- 
ed Saturn  management  to 
phase  in  over  four  years  a 
provision  that  links  pay  to 
productivity  and  quality.  Still, 
the  new  contract  retains  vir- 
tually all  of  the  teamwork 
provisions  drawn  up  in  the 
company's  original  1985  labor 
agreement. 


BANKERS  TRUST  BIDS 
FOR  INTEGRATED 


►  The  tortured  saga  of  Inte- 
grated Resources  may  be 
drawing  to  a  close.  On  Nov. 
12,  Bankers  Trust  said  it  had 
reached  a  tentative  agree- 
ment to  purchase  the  junk- 
plagued  real  estate  syndica- 
tor,  which  filed  for 
bankruptcy  18  months  ago. 
Bankers  Trust  is  offering 
$565  million,  up  from  the  $526 
million  it  bid  last  June. 

Two  creditor  committees, 
representing  about  $1.4  billion 


WHEN  PRINCE  CHARMING  HAS  A  RAP  SHEE. 


Perhaps  all  those  made-for-TV 
movies  are  to  blame.  You  know 
the  plot:  Young  widow  meets 
dreamboat.  He  seems  like  per- 
fect husband  material  until  she 
discovers  what  the  viewers  have 
known  all  along:  He's  a  creep, 
with  a  long  record  of  criminal 
fraud — or  something  worse — in 
his  past. 

It  seems  that  such  deception 
isn't  just  a  staple  of  prime-time 
drama — it's  real  life.  Or  at  least  that's  what  former  New  York 
City  Police  Dept.  detectives  Tim  Bartlett  and  Jerry  Palace  are 
betting.  They're  starting  Check-a-Mate,  a  nationwide  network 
of  private  eyes.  Their  primary  job:  making  sure  that  prospec- 
tive spouses  are  "not  bankrupts,  not  ex-convicts,  not  child 
molesters,  not  rapists,  not  anything — in  fact— that  would  be  an 
obstacle  to  a  happy  relationship."  What  if  those  "obstacles" 
are  real,  and  your  Mr.  Right  turns  out  to  be  Mr.  Dead  Wrong? 
Well,  you  can  always  sell  your  story  to  Hollywood. 


in  Integrated  debt,  have  ap- 
proved the  offer,  but  the  deal 
still  requires  court  approval. 
And  the  bank's  bid  may  have 
competition.  People  familiar 
with  the  deal  say  Chicago's 
Pritzker  family  has  expressed 
interest  in  the  company. 


MINNESOTA  MAY  GIVE 
ALCHECCHIABIGCHECK 


►  Northwest  Airlines  chief  Al 
Checchi  landed  one  deal  and 
bowed  out  of  another.  On 
Nov.  11,  the  state  of  Minneso- 


ta tentatively  agreed  to  a  $740 
million  financing  package. 
Northwest  will  use  $350  mil- 
lion of  it  to  construct  two 
maintenance  bases  in  the 
state.  The  rest  goes  into  Chec- 
chi's  war  chest.  The  likely  tar- 
get: Continental  Airlines. 

Highly  unlikely  target:  Mid- 
way Airlines.  On  Nov.  13, 
Northwest  announced  that  it 
wouldn't  buy  the  bankrupt 
carrier  because  Midway  had 
overstated  its  revenues.  Mid- 
way denies  the  charge,  but  in 
any  case,  it  probably  won't  re- 
main aloft  much  longer. 


SONY  LAYS  SOME  BAD 
BREAD  m  DANGEROUS 


►  If  Michael  Jackson's  first 
album  since  his  1987  monster 
Bad  isn't  a  hit,  don't  blame 
Sony.  The  company's  Epic 
Records  label,  which  will  re- 
lease Jackson's  Dangerous  al- 
bum on  Nov.  26,  is  giving  it  a 
sendoff  worth  an  estimated 
$20  million.  Included  in  that 
total  is  an  U-minute  video  by 
director  John  Landis  that  fea- 
tures Home  Alone  star  Ma- 
caulay  Culkin,  Cheers  barfly 
George  Wendt,  and  cool  kid 
Bart  Simpson.  The  video  will 
play  twice  on  Fox's  network, 
once  as  part  of  a  30-minute 
Jackson  special.  Now,  all 
Dangerous  has  to  do  is  sell. 
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More  than  just  fast,  Hertzl  Club  Gold'is  the  best  way  ever  to  rent  a  ca 


IK  are  ( 


WTien  you  rent  from  Hertz,  you  expeet  the  best 
serviee  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service*  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. Your  name  in  lights  directs  you  t(j  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way. 

For  your  information:  Rate  available  at  partici- 
pating cor}X)rate  airpcjrt  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  pericjds  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rent 
qualifications  apply  and  cars  must  be  returned  ( 
renting  location.  Taxes  and  optional  items,  such  £ 
refueling,  are  extra.  For  reservations  call  your  Trav( 
Agent  or  Hertz  at  1-800-654-3131. 


'48 


a  day 


Lincoln  or  similar  car 


Optional  LDW  $13 
a  day  or  less 


Hertz  rents  Fords  and  other  line  cars. 

*RK(;  us  PAT  OFF  e  HKRT2  SVSTKMS  INC  I'Wl 


AMERICA'S  WHEELS 
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EDITED  BY  STEPHEN  H  WILD, 


ILL  LABOR  BE  1992'S 
^MEBACK  PLAYER  OF  THE  YEAR? 


SQUQAF 


A'as  an  intoxicating  time  for  labor  as  tiie  AFL-CIO  met  in 
jtroit  on  Nov.  11-14.  President  Bush,  wounded  by  a  sag- 
tig  economy,  is  dropping  in  the  polls.  Democrat  Harris  L. 
)rd  credited  labor  for  playing  a  key  role  in  his  upset 
y  in  the  Pennsylvania  Senate  race.  And  labor's  issues — 
1  care,  the  middle-class  squeeze,  unemployment  bene- 
have  caught  on  with  voters.  Labor  politicos,  long  on  the 
le  of  Presidential  politics  looking  in,  are  thinking  that 
may  be  their  year. 
;  enthusiasm  may  be  a  bit  prema- 
After  all,  the  public  is  showing 
ising  distaste  for  the  sort  of  insid- 
•litics  epitomized  by  Big  Labor, 
of  the  Democratic  Presidential 
iates  are  painting  themselves  as 
lers,  ready  to  attack  the  mess  in 
ington.  And  only  the  giddiest  la- 
ol  hearing  all  six  declared  Demo- 
at  the  convention  could  overlook 
ict  that  all  but  Senator  Tom  Har- 
"  Iowa  strike  a  moderate  tone. 
LDEN.  Even  so,  labor  still  has  a  lot 
er  a  Presidential  contender.  In  this 
tarting  campaign,  no  candidate 
at  together  an  effective  field  orga- 
on.  And  fund-raising  is  way  be- 
jchedule.  Labor  can  help  with  both 
ems — providing  foot  soldiers, 
'.  banks,  and  a  flood  of  PAC  money. 
!on  pols  also  hope  that  the  shift  in  the  political  focus  back 
•d  the  sort  of  domestic  social  issues  that  labor  backs  will 
the  sting  out  of  the  charge  that  the  afl-CKJ  is  just 
er  special  interest.  "Our  enemies  have  always  said  that 
s  are  out  of  touch  with  the  rank  and  file,"  says  Janice 
lance,  political  director  of  the  American  Federation  of 
-nment  Employees.  "Now,  we  have  shown  that  labor 
s  not  just  for  its  members  but  for  the  entire  middle 
"  Adds  Albert  Shanker,  president  of  the  American  Feder- 
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KIRKLAND:  NO  ENDORSEMENTS  TILL  JULY 


ation  of  Teachers:  "Labor's  endorsement  may  cost  some  votes, 
but  no  one  is  saying:  'Don't  give  it  to  me.'  " 

The  AFL-CIO  is  unlikely  to  endorse  a  candidate  before  the 
Democratic  convention  next  July.  Instead,  President  Lane 
Kirkland  will  urge  the  election  of  as  many  labor-affiliated 
convention  delegates  as  possible.  This  approach  ensures  that 
labor  doesn't  commit  early  to  a  loser  and  that  the  nominee  will 
owe  something  to  the  unions.  "In  a  way,  we're  lucky  we  don't 
have  a  candidate  we  are  obligated  to 
support,"  says  George  Gould,  political 
director  of  the  National  Association  of 
Letter  Carriers. 

If  labor  went  with  its  emotions,  Har- 
kin  would  be  the  choice.  But  strategists, 
who  want  a  winner,  worry  that  the 
Iowa  populist  may  be  too  liberal.  "Our 
hearts  tell  us  one  thing  and  our  heads 
another,"  says  one  labor  operative. 

Unions  would  jump  in  a  second  for 
New  York  Governor  Mario  M.  Cuomo  if 
he  takes  the  plunge.  Meanwhile,  many 
are  intrigued  by  Senator  Bob  Kerrey  of 
Nebraska.  His  youth  and  distinguished 
Vietnam  war  record  appeal  to  many  la- 
borites.  But  Arkansas  Governor  Bill 
Clinton's  smooth  performance  in  De- 
troit made  a  better  impression  than 
Kerrey's  stilted  delivery.  The  other  de- 
clared candidates — former  Massachu- 
setts Senator  Paul  E.  Tsongas,  Virginia  Governor  L.  Douglas 
Wilder,  and  former  California  Governor  Jerry  Brown — are 
nonstarters  in  the  labor  crowd. 

The  AFL-CIO  is  basking  in  the  embrace  of  the  Democratic 
candidates.  But  if  voters  continue  to  rage  at  the  political 
Establishment,  challengers  won't  want  to  be  identified  too 
closely  with  labor's  agenda.  That  means  that  next  year,  candi- 
dates may  be  handling  the  unions  with  asbestos  gloves. 

By  Susan  B.  Garland  in  Detroit 
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WHITE  HOUSE 


ecriminations  abound  over  Presi- 
,dent  Bush's  sagging  poll  numbers 

the  embarrassing  defeat  of  Dick 
;'nburgh  in  the  Pennsylvania  Sen- 
"ace.  And  the  wrath  of  Republicans 
ind  out  of  the  Administration  is 
id  squarely  at  White  House  Chief 
Itaff  John  H.  Sununu  and  Budget 
ctor  Richard  G.  Darman.  "It's 
ling  but  Darman  and  Sununu  in- 
dating  everybody,"  grumbles  one 
or  White  House  aide.  "Anybody 

speaks  up  gets  their  head  chopped 
"  Adds  another  GOP  strategist: 
3  White  House  has  turned  the  do- 
tic  agenda  over  to  two  guys  who 


know  16  blocks  of  Washington  and 
think  they  know  politics." 

Darman  and  Sununu  teamed  up  with 
Treasury  Secretary  Nicholas  F.  Brady 
to  put  the  kibosh  on  plans  for  a  quickie 
tax  cut  this  fall.  Now,  insiders  say,  the 
duo  is  discouraging  talk  of  new  domes- 
tic initiatives  until  January's  State  of 
the  Union  speech.  Then,  the  Adminis- 
tration will  unveil  its  own  tax  and 
health  care  proposals.  The  President 
seems  committed  to  waiting.  "I  like  to 
handle  these  things  in  an  orderly  way," 
he  said  at  a  recent  meeting. 

Trouble  is,  many  political  aides  see 
the  risks  of  inaction  as  large  and  grow- 
ing. A  new  Times  Mirror  poll  shows 
Bush's  approval  rating  down  to  55%' — 


20  points  below  last  spring's  readings. 
Bush  runs  a  dead  heat  against  an  un- 
named Democratic  challenger,  though 
he  beats  all  the  big  names. 

The  White  House  isn't  totally  ignor- 
ing the  unhappiness  with  Bush's  lack 
of  a  domestic  program.  Except  for  his 
delayed  tour  of  Asia  in  December  or 
January,  the  President  plans  no  fur- 
ther foreign  travel  in  the  first  half  of 
1992.  And  in  what  may  be  a  sop  to 
action-hungry  conservatives.  Bush  has 
allowed  Housing  Secretary  Jack  F. 
Kemp  to  continue  criticizing"  the  deci- 
sion not  to  seek  a  tax  cut  this  year. 
But  these  modest  steps  won't  be 
enough  to  calm  growing  GOP  jitters. 
Watch  for  the  infighting  to  intensify. 


;ton  outlook 
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That's  why  the  smar 


If  you  have  a  computer  problem,  most  PC  companies  react  in  a 
predictable  way.  Ttiey  point  ttieir  finger  at  someone  else,  and  say: 
"It's  not  our  problem." 

You  won't  hear  that  from  Compaq.  If  you  experience  a  problem 
with  one  of  our  PCs,  running  stand-alone  or  networked  in  a  Banyan, 
Microsoft,  Novell  or  SCO  UNIX  operating  environment,  we  promise 
to  take  ownership  of  that  problem.  We'll  help  hnd  a  solution. 


Compaq  has  made  a  great  commitment  to  service  and  support 
So  you'll  find  that  we're  not  just  a  I  -800  number. 

We've  created  alliances  with  leading  hardware  and  softwan 
companies,  so  support  staffs  are  cross-trained  to  understand  enti^i! 
systems,  not  just  parts.  We've  extensively  trained  a  worldwide' 
network  of  over  3,500  Authorized  Dealers  who  offer  a  variety  o: 
service  and  support  programs  which  can  be  tailored  to  your  needi 


COMPAQ,  Ret^l^lere(1  US  Patent  and  Tfjriemark  Office  Prodmi  names  nienlinned  tief^in  may  lie  Irddemark-s  aiuVnr  registered  trademarks  iii  other  c;ompanies  V' 1*191  Cnmpaf)  rnmpulei  rnrpfttaliun  All  rights  reserved 


C  problems  bettei: 


hoice  is  Compaq. 


We've  amassed  a  vast  library  of  technical  information  that 
can  access  instantly  from  the  COMPAQ  QuickFind  Reference 
ary,  our  CD-ROM  database.  And  we've  set  up  programs 
help  dealers  get  you  the  parts  you  need,  when  you 
1  them. 

If  you  need  help  with  PCs,  options  or  operating 
2ms,  we've  also  made  sure  that  you  have  access  to  us 


6^ 


through  our  Customer  Support  Center— only  a  phone  call  away. 
For  free  brochures  that  show  you  how  to  put  our  resources 
to  work  for  you,  call  1-800-231-0900,  Operator  172.  In  Canada, 
1-800-263-5868,  Operator  172.  We'll  also  give  you  the  location 

of  your  nearest  Authorized 
COMPAQ  Computer  Dealer. 


camPAa 


It  simply  works  better. 
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A  NEW  WORLD  ORDER 
FOR  U.S.  ARMS  MAKERS 


Foreign  customers  are  eager  to  buy  what  the  Pentagon  cannot 


anris 
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text  J 


Christmas  came  early  this  year  for 
Raytheon  Co.,  the  maker  of  the 
celebrated  Patriot  missile  that 
blasted  Iraqi  Scuds  out  of  the  skies  dur- 
ing the  gulf  war.  In  mid-November,  it 
received  the  White  House's  blessing  for 
a  $3  billion  sale  of  14  Patriot  missile 
systems  to  Saudi  Arabia.  For  the  Lex- 
ington (Mass.)  company,  the  deal  came 
just  in  time.  Declining  orders  for  Patri- 
ots from  the  U.  S.  Arrhy,  which  gener- 
ates nearly  157'  of  the  company's  reve- 
nues, already  have  contributed  to  3,300 
job  cuts  this  year. 

Raytheon's  plight  highlights  the  grow- 
ing dependence  of  U.  S.  defense  contrac- 
tors on  foreign  markets.  Without  ex- 
ports, U.  S.  military  spending  cuts  would 
likely  end  production  of  McDonnell 
Douglas  Corp.'s  F-15 
fighter,  General  Dy- 
namics Corp.'s  M-1 
Abrams  tank,  and 
other  heroes  of  Des- 
ert Storm.  Arms  ex- 
ports have  tradition- 
ally accounted  for 
12%  to  15%  of  non- 
nuclear  U.  S.  arms 
production.  But  as 
cuts  in  the  Penta- 
gon's budget  become 
more  drastic,  exports 
could  easily  jump  to 
25%  of  production  by 
the  end  of  the  de- 
cade. Although  over- 
seas demand  won't 
be  enough  to  [jrevent 
a  major  restructur- 
ing of  the  U.  S.  de- 
fense industry,  "for- 
eign sales  will  be 
key  to  determining 
who  shrinks  and  how 
much,"  says  Joel  L. 
Johnson,  internation- 
al vice-president  of 
the  Aerospace  Indus- 
tries Assn.  based  iti 
Washington. 

If,  for  example, 
McDonnell  Douglas 
is  forced  to  close 
down  its  F-15  line  in 


St.  Louis,  some  7,000  employees  and  sev- 
eral thousand  subcontractors  will  be  out 
of  work.  "We  see  increases  [in  foreign 
sales]  as  the  primary  way  to  keep  open 
product  lines,"  says  Tom  Culligan,  a  Mc- 
Donnell Douglas  vice-president.  Hard 
times  are  already  forcing  the  company 
to  consider  selling  up  to  407-  of  its  com- 
mercial airline  business  for  $2  billion, 
possibly  to  an  Asian  buyer. 
BIG  SPENDER.  It's  mainly  Middle  East 
purchases  that  are  giving  U.  S.  arms 
manufacturers  a  boost  (table).  Despite 
the  victory  over  Iraq  and  the  budding 
Arab-Israeli  peace  process,  the  oil-rich 
gulf  states  and  their  neighbors  remain 
wary  of  each  other — and  eager  to 
strengthen  their  military  muscle.  Over 
the  next  five  years,  buyers  in  the  region 


trc 


will  spend  upwards  of  $50  billion 
tanks,  fighter  planes,  missiles,  and  otl 
weapons,  says  Paul  Nisbet,  an  aerospi  ijieAn 
industry  analyst  at  Prudential-Bache 
curities  Inc.  in  New  York.  Much  oi 
will  be  spent  in  the  U.  S. 

The  bulk  of  those  sales  could  co 
from  Saudi  Arabia,  the  region's  bigg 
spender.  Aside  from  the  Patriots, 
yadh  is  ready  to  plunk  down  more  th 
$4  billion  for  72  F-15  fighters  and  $ 
billion  for  M-1  tanks.  The  United  Ai  jjj 
Emirates  is  prepared  to  spend  $5  bill:  gd 
on  new  weaponry,  according  to  Indus' 
sources.  The  U.  A.  E.  currently  is 
cussing  a  possible  purchase  of  337  ]\ 
tanks  and  is  shopping  for  more  figh 
aircraft,  possibly  F-15s.  And  Kuwait  v 
spend  billions  to  rebuild  virtually  its 
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WASHINGTON  WILL  LET  THE  SAUDIS  BUY  PATRIOTS  FOR  DEFENSE  BUT  WORN 
THAT  SALES  OF  THE  F-l  5  COULD  COMPLICATE  THE  QUEST  FOR  MIDEAST  PEAC 


GLOBAL 
SHOPPERS 
FOR  U.S. 
ARMS 

These  countries 
are  spending — or 
hoping  to  spend 
— billions  on 
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SOUTH  KOREA 
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U.S.  weaponry 

'  Estimates  for 
prospective  deals 
DATA:  BW 


►  GENERAL  DYNAMICS     46  F-16  fighters      $1.6  ►  GENERAL  DYNAMICS  Co-manufacture      $2.5  'fa 

''W^^^^^^H  ofl20F-16s 

^^IHHBI^^H        LOCKHEED  8  P-3  antisub  planes  0.8 

*•  McDonnell  DOUGLAS  36  F/ A-1  8  figfiters*   1 .6 

►  RAYTHEON  6  Patriot  systems*  1.0  ,  GENERAL  DYNAMICS  80  F-l  6s,  plus 
V  GENERAL  DYNAMICS     200  M  l  tanks*        0.7  spare  engines 

llIZ33ZSBi  'w''-"'?.'^. 

■>  McDonnell  DOUGLAS  72  F-l  5  figfiters*       4-6      McDONNELL  DOUGLAS  26  F  l  5  figfiters* 

►  RAYTHEON  14  Patriot  systems     3.0  ►  GENERAL  DYNAMICS  337  M-1  tanks* 
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iefense  estoblishment.  At  the  top  of 
'ish  list:  200  M-1  tanks,  more  Patri- 
ind  36  F/A-18  fighter  planes.  Israel, 
;e  buying  power  is  dictated  by  U.  S. 
gn  aid,  wants  more  Patriots  and 
million  worth  of  surplus  U.  S. 
:s  and  artillery. 

t  arms  sales  to  this  heated  region 
political  problems  for  President 
I,  who  is  championing  arms  control 
6  Middle  East.  Except  for  Patriots, 
h  are  viewed  as  purely  defensive 
tons,  the  White  House  is  loath  to 
Dve  more  big  arms  sales  until  at 

next  year.  U.  S.  officials  fear  that 

orders  could  torpedo  the  tentative 
-Israeli  peace  process, 
lile  Arab  buyers  quietly  are  making 

shopping  lists  known,  they  face  op- 
ion  from  pro-Israeli  members  of 
;ress  once  they  go  public.  Says  Tony 
esman,  a  national  security  specialist 
aide  to  Senator  John  McCain  (R- 
):  "Many  of  the  gulf  states  are  very 
tant  to  make  a  formal  request  to 
U.  S.  because  they  fear  having  to 
id  [it]  in  public  and  in  Congress." 
KING  UP.  If  the  backlash  forces 
lington  to  keep  deals  on  hold,  Mid- 
East  buyers  may  opt  to  do  their 
ping  in  Europe.  It  has  happened  be- 

In  1985,  stung  by  Washington's  re- 

to  sell  F-15Es,  Saudi  Arabia  signed 
in  billion  deal  with  Britain  that  in- 
!d  72  Tornado  fighters  and  30  Hawk 
rainers.  The  Arabs  would  prefer  to 
American  weaponry  because  of  its 
:  record  during  the  gulf  war  and 
ase  they're  counting  on  U.  S.  rein- 
iment  in  case  of  future  attacks. 
It  the  Middle  East  is  far  from  the 
area  stocking  up  on  U.  S.  weapons. 

Asian  countries,  anxious  about 
lington's  plans  to  withdraw  troops 

the  region,  are  spending  briskly, 
e  prospective  purchases  won't  get 
close  scrutiny  in  Washington, 
heon  is  peddling  Patriots  to  South 
:a.  Grumman  Corp.  is  hawking  re- 
il  surveillance  planes  to  Indonesia, 
ysia,  and  Thailand.  Grumman  has 
teamed  up  with  Lockheed  Corp.  in 
:tempt  to  interest  Japan  in  a  longer- 
e  surveillance  plane.  Even  Finland 
oking  to  upgrade  its  air  force — it 
;  to  spend  $2  billion  on  60  planes, 
lian  buyers  increasingly  prefer  tech- 
^y-sharing  arrangements  to  off-the- 
■  deals  for  cash.  Korea,  for  example, 
i  deal  to  license  or  co-produce  120  F- 
with  GD.  "In  the  long  run,"  warns 
ilie  J.  Goldring,  senior  analyst  at  the 
mse  Budget  Project,  a  Washington 
:  tank,  "we  may  be  creating  the 

generation  of  competitors."  But  for 
r-starved  U.  S.  contractors  these 
,  any  business  is  good  business. 

By  Amy  Borrus,  with  Seth  Payne  in 
lington,  James  E.  Ellis  in  Chicago, 
Geoffrey  Smith  in  Boston 


JAPAN  I 


JAPANESE  VCRs 

SWITCH  INTO  Slow  MOTION 


But  souped-up  new  models  may  regain  share  lost  to  Asian  rivals 


In  just  a  few  months,  the  videocas- 
sette  recorder  will  turn  20.  But  don't 
expect  a  birthday  bash  in  Japan  for 
this  boxy  contraption  that  has  revolu- 
tionized home  entertainment. 

Instead,  the  world's  leading  producers 
of  VCRS  are  busy  broodmg  over  a  differ- 
ent milestone:  the  30th  straight  month 
of  shrinking  sales  at  home.  Total  vcR 
shipments  in  Japan  this  year  will  barely 
top  4.5  million,  down  from  a  high  of  7 
million  in  1988.  Forecasts  for  next  year 
are  worse.  The  reason:  80%  of  Japanese 
households  already  own  a  VCR. 

On  top  of  that,  the  Japanese  face  stiff- 
er  competition  in  the  U.  S.,  the  world's 
biggest  VCR  market.  Despite  the  reces- 
sion, Americans  are  snapping  up  more 
than  1  million  VCRs  a  month — but  are 
opting  for  low-end  models  from  South 
Korea  and  Southeast  Asia.  Japanese 
VCRs  now  make  up  only  half  of  U.  S. 
sales,  down  from  two-thirds  last  year. 
"Competition  overseas  is  excruciating," 
says  Tamotsu  Harada,  an  official  of  Ja- 
pan's Electronic  Industries  Assn. 

To  squeeze  the  last  drop  of  profit 
from  aging  VCR  technology,  Japan's  con- 


In  the  '80s,  Japan  made 
'serious  money'  from 
VCRS,  producing  about 

$10  billion  worth  a  year 


sumer-electronics  giants  are  rushing  out 
newfangled  models  to  match  every 
whim — and  more.  Sanyo,  JVC,  Toshiba, 
Hitachi,  and  Matsushita  have  timed  their 
moves  well.  The  latest  versions  are  com- 
ing out  just  as  Japanese  workers  are 
pocketing  hefty  yearend  bonuses.  If 
they're  winners  at  home,  the  new  VCRs 
could  hit  the  U.  S.  market  next  year. 

These  razzle-dazzle  models  don't  come 
cheap.  Toshiba's  entry  is  a  double-deck 
VCR  that  can  record  or  play  for  16  con- 
secutive hours — vs.  a  maximum  of  nine 
on  most  machines.  The  price:  $1,330. 
Matsushita  Electric  Industrial  Co.'s 
$1,230  machine  is  ideal  for  collecting 
successive  episodes  of  TV  shows  on  the 
same  tape.  In  a  new  twist,  viewers  pro- 
gram a  blank  tape  to  record  a  show, 
using  a  simple  bar-code  device.  After 
that,  just  pop  in  the  tape,  and  it  sends 
out  the  recording  instructions. 
UNSNARLED  CORD.  That's  just  the  begin- 
ning. Live  in  a  cramped  apartment?  Hi- 
tachi Ltd.  is  planning  a  compact  version 
only  half  as  wide  as  existing  models. 
Tired  of  those  spaghetti  wires  entan- 
gling your  TV?  Matsushita  engineers  are 
working  on  a  wireless  VCR  that  will  send 
audio  and  video  signals  to  the  TV  via 
infrared  controls.  A  music  lover?  Victor 
Co.  of  Japan  (JVC)  has  a  vcR  that  per- 
forms all  the  usual  functions  and  also 
makes  near-perfect  digital  recordings  of 
satellite  radio  broadcasts,  which  kicked 
off  in  Japan  last  March.  And  the  sound 
quality  matches  a  CD. 

There's  even  one  for  sports  fanatics 
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who  are  too  busy  to  watch  an  entire 
game.  For  SI,  150,  Sanyo  Electric  Co.  of- 
fers a  \'CR  that  enables  fans  to  monitor 
an  event  in  audio,  as  they  fast-forward 
through  the  tape.  Special  circuits  pluck 
out  sound  bytes  spaced  six  seconds 
apart  and  play  them  at  normal  speed. 
Exotic?  Indeed.  "But  does  anybody  real- 
ly need  it?"  quips  one  competitor. 

Even  if  the  gimmicks  bomb,  Japan's 
VCR  makers  can't  expect  much  sympa- 
thy. They've  already  wrung  extraordi- 
nai-y  profits  from  this  single  technology: 
Throughout  the  '80s,  Japan's  manufac- 


turers produced  an  average  of  $10  billion 
worth  of  \'CRs  a  year.  "They've  made 
some  serious  money,"  says  Nizam  Ha- 
mid,  an  analyst  with  UBS  Phillips  & 
Drew  International  Ltd.  in  Tokyo.  And 
there  are  still  big  bucks  to  be  made  in 
developing  countries.  Millions  of  con- 
sumers in  India,  Africa,  and  South 
America  have  yet  to  catch  the  first  wave 
of  video  technology.  Hamid  also  expects 
to  see  Japanese  low-end-vcR  plants 
sprouting  up  in  Eastern  Europe  soon. 

What's  more.  Japanese  electronics 
makers  are  convinced  that  high-defini- 


tion television  (HDTV)  will  create  demal 
for  a  whole  new  generation  of  VCR  teJ 
nology.  Japan's  global  hdtv  push  1 
mains  hobbled  by  the  lack  of  internatiJ 
al  standards.  But  that  won't  crirl 
production  of  new  recording  devicJ 
Just  take  .JVC.  Earlier  this  month,  I 
started  supplying  special  VCRs  to  Thoi 
son  of  France  for  that  company's  uniql 
wide-screen  TV  sets.  The  Japanese  ml 
not  create  all  the  high-definition  imagi 
in  the  future,  but  they're  set  on  haviJ 
their  VCRs  be  the  first  to  record  thenJ 
By  Neil  Gross  in  Tok\ 


GERMANY  I 


THE  GREAT  GERMAN  AUCTION 
IS  lOOKING  LIKE  A  PRIVATE  SALE 


Foreign  bidders  claim  that  the  deck  is  stacked  against  them 


A name  such  as  Sheraton  or  In- 
ter-Continental should  carry 
some  weight  in  the  bidding  to 
take  over  one  of  eastern  Germany's 
most  alluring  state-owned  properties, 
the  33-unit  Interhotel  lodging  chain.  But 
these  and  other  hoteliers  seem  destined 
for  disappointment.  Despite  a  worldwide 
effort  to  boost  foreign  investment  in  the 
region's  reconstruction,  government  in- 
siders say  Bonn  ap- 
pears set  to  hand 
over  the  hotel  group 
for  SI. 6  billion  to 
Sixt,  a  fast-growing 
German  rent-a-car 
chain  with  all  the 
right  connections. 

The  Treuhandan- 
stalt,  the  state  agen- 
cy privatizing  the 
former  East  German  economy,  won't 
confirm  a  decision  has  been  made.  "I 
know  [the  winner],  but  I  won't  say," 
says  Treuhand  President  Birgit  Breuel. 
But  already,  foreign  investors  are  com- 
plaining that  the  deck  was  stacked 
against  them  from  the  start.  Such  talk 
may  only  heighten  feelings  that  the  Ber- 
lin-based Treuhand  is  keeping  its  best 
assets  for  the  German  business  elite.  In- 
deed, of  the  3,800  companies  sold  by  the 
Treuhand  since  1990,  more  than  90% 
have  gone  to  Germans.  Only  17  compa- 
nies have  gone  to  U.  S.  bidders. 
'WE  WERE  MISLED.'  Interhotel  would 
seem  a  great  buy  for  a  global  hotel 
group.  One  of  the  few  profitable  compa- 
nies in  the  former  Communist  state,  it 
operates  the  majestic  Grand  Hotel  in 
Berlin  and  controls  40/c  of  the  region's 
hotel  rooms.  When  Interhotel  went  on 
the  block  last  vear,  more  than  200  inves- 


tors lined  up.  Among  them  was  Berlin's 
Klingbeil  Group,  which  offered  to  spend 
S2.4  billion  to  fix  up  Interhotel.  It  had 
signed  up  Inter-Continental.  Ramada 
Inn,  Sheraton,  Marriott,  and  Holiday 
Inns  to  run  the  properties.  But  Munich- 
based  Sixt  apparently  prevailed,  even 
though  it  lacks  any  hotel  experience. 
Says  Alfred  Weiss,  general  manager  of 


turned  a  modest  car-rental  company  inl 
Germany's  market  leader,  with  $750  ni 
lion  in  annual  sales.  Along  the  way,  1 
made  valuable  connections  with  Bava 
ian  bankers.  Now,  several  of  them,  j 
eluding  Bayerische  Landesbank  an 
Bayerische  Vereinsbank,  want  to  taj 
stakes  in  Interhotel  alongside  Sixt  I 
hopes  of  taking  the  group  public  in  tj 
mid-1990s.  SLxt  also  has  had  dealinj 
with  S.  G.  Warburg  &  Co.,  the  Londd 
based  investment  bank  that  advised  tj 
Treuhand  on  Interhotel's  sale.  Amon 
other  things,  Warburg  underwrote  pa 
of  a  stock  offering  for  SLxt  in  1986.  B 
Warburg  notes  that  it  hasn't  providJ 
any  other  services  to  Sbct  since  the 
The  Interhotel  sale  "was  handled 
the  most  scrupulous  manner,"  saj 


THE  TREUHANO'S  BREUEL  AND  INTERHOTEL'S  BERLIN  SHOWPIECE:  DID  SIXT  HAVE  AN  EDGE? 


hotels  for  Klingbeil:  "We  were  misled." 

Sixt  insists  that  its  bid  will  give  the 
Treuhand  more  of  what  it  wants,  largely 
job  protection  for  the  chain's  7,500  work- 
ers. Sixt  promises  to  keep  all  of  them 
and  will  permit  the  group's  managers  to 
continue  running  their  hotels.  "We  have 
trust  in  these  people,"  says  Sixt  CFO 
Manfred  Sturm.  But  others  say  it  was 
Sixt's  founder,  Erich  Sixt,  who  actually 
made  the  deal  click. 

Over  the  past  decade,  Sixt,  45,  has 


Warburg  Director  Piers  von  Simso* 
The  sale  has  left  prospective  biddeJ 
for  other  Treuhand  assets  scratchinl 
their  heads.  "We  have  2,000  investoa 
waiting  to  negotiate  with  us,"  saw 
Breuel.  "We  need  international  managi 
ment  experience."  She  may  have  to  tri 
harder  if  she  really  wants  outsiders 
join  the  game. 

By  Igor  Reichlin  in  Bonn,  with  Ma' 
Maremont  in  London  and  Willia 
Glasgall  in  New  York 
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the  most  ach^ced 

automotive  technology 

center  in  the  world  opened. 

tithe  good  old  U.S.of  A. 
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The  Chrysler  Technology  Center. 
A  billion-dollar  investment 
in  Chrysler's  (and  America's) 
ability  to  compete. 

In  sheer  size  alone,  our  new  Tech  center  in  Auburn  Hills, 
Michigan  boggles  the  mind.  It  takes  up  five  acres.  Its  well 
over  three  million  square  feet  of  interior  space.  That's  more 
than  twice  as  big  as  the  Empire  State  Building. 

But  then,  it  had  to  be  that  big.  Because  it's  going  to 
accommodate  about  7,000  automotive  people  and  all  the 
tools  they  need  to  bring  a  car  from  concept  to  pifot  model  in 
record  time. 

When  it  is  completed,  the  Center  will  have  design  studios 
for  everything  from  initial  renderings  to  computer  modeling 
to  sculpturing  cars  in  clay  Departments  for  body  and  chassis 
development.  Electronic  component  and  powertrain  testing. 
State-of-the-art  labs  for  automotive  instrumentation  and  anal- 
ysis of  competitive  vehicles.  A  reverberation  chamber  to 
measure  sound  transmission  and  evaluate  acoustic  materials. 

An  education  center  for  technical  and  management  train- 
ing, with  class  rooms  for  computer-aided  design.  A  track 
almost  two  miles  long  where  our  engineers  can  put  their 
ideas  on  the  road.  A  150,000-square-f(X)t  manufacturing  plant 
to  test  computerized  production  equipment. 

There's  nothing  like  the  Tech  Center  in  all  of  North  Amer- 
ica. Or  all  of  Japan.  There  may  never  be  anything  like  it 
anywhere  in  the  world. 

No  other  Tech  Center  in  the  world 
has  consolidated  so  many 
environmental  test  facilities 
under  one  roof. 

The  electromagnetic  laboratory  at  the  Tech  Center  will 
let  our  engineers  determine  exactly  how  our  electronic  com- 
ponents affect  the  environment.  And  conversely  how  the 


environment  aifects  our  components. 

At  the  environmental  test  center,  we  can  create  any 
weather  condition  you  could  imagine,  from  desert  heat  to 
arctic  cold  to  rain  and  snow.  These  climatic  test  cells  enable 
us  to  evaluate  starting  capability  engine  and  transmission 
functions,  and  overall  vehicle  performance.  Our  emissions 
chamber  will  help  us  design  the  cleaner  cars  of  the  future. 

The  wind  tunnel  is  built  to    scale.  We  will  be  able  to  tes 
scale  models  well  before  full-size  models  are  available.  Whicl 
gives  us  earlier  predictioas  of  aerodynamics,  fuel  economy 
stability  and  wind  noise.  It  will  also  help  us  perfect  the  final 
design  for  a  full-size  tunnel  to  be  completed  in  the  future. 

We  also  have  a  special  facility  at  the  Tech  Center  focused 
on  the  creature  comforts  you  deserve  when  you  drive.  Its 
aim  is  the  reduction  of  wind  noise,  buzzes,  squeaks  and 
rattles. 

And  by  the  way  we  have  paid  careful  attention  to  the  pre 
servation  of  the  surrounding  wetlands  and  environment 


We're  working  on  what  the  world 
needs:  safer,  environmentally 
sound,  efficient  transportation. 


With  the  innovative  engineering  under  way  at  the  Tech  Cen 
ter,  we  are  committed  to  maintaining  our  lead  in  safety  In 
fact,  our  goal  is  to  meet  future  safety  standards  ahead  of  gov-ff  »8 
ernment  mandates.  V^- 

The  worid  knows  now  that  Chrysler  is  the  only  car  com- 
pany that  puts  driver  air  bags  standard  on  every  car  it  builds 
in  the  U.S.  Including  the  first  ever  on  a  minivan.  But  that's 
only  the  beginning. 

Air  bags  for  both  the  driver  and  front  seat  passenger  will 
be  on  our  new  family  sedans  next  yean  And  on  all  our  mini- 
vans  and  new  small  cars  in  1994.  A  driver's  air  bag  will  be 
standard  on  Jeep''  Grand  Cherokee  next  year 

Our  minivans  offer  the  world's  first  fully  integrated  child 
restraint  seat  right  now.  In  1993,  our  family  cars  will  have 
one.  And  in  1995,  so  will  our  small  cars. 


)opeiai 
ir.sn'iil 

p.li 

isi.hi 
Km 


Lean 
c 


Anti-lock  brakes  are  available  on  80%  of  the  vehicles  we 
ild  right  now.  In  fact,  Chr)'sler  has  more  models  available 
th  anti-lock  brakes  than  Toyota,  Honda  and  Nissan 
mbined. 

T(3  further  reduce  emissions  and  improve  fuel  efficiency. 
Ye  well  into  the  development  of  a  new  two-stroke  engine. 
)totypes  half  the  volume  of  a  four-stroke  engine  have 
lieved  up  to  40%  more  horsepower  Imagine  what  that  can 
for  the  design  of  our  future  cars. 

The  ultimate  industry  response  to  environmental  con- 
ns will  be  the  ZEV,  the  zero  emission  vehicle.  In  other 
•rds,  the  electric  car.  Chrysler  has  already  unveiled  a  pro 
ype  electric  miniv^n  with  a  range  of  120  miles,  and  a 
ttery  life  of  100,000  miles. 

[t's  the  right  place  for  a  better  way 
to  build  our  cars:  platform  teams. 

We've  restructured  our  entire  company  for  a  new  car- 
ilding  system  dedicated  to  raising  quality  lowering  costs 
:1  improving  productivity  And  only  a  facility  as  comprehen- 
e  and  advanced  as  the  Tech  Center  will  enable  the  system 
operate  at  peak  efficiency. 

At  the  Center,  we'll  work  as  teams,  not  individuals.  Large 
;  small  car,  truck  and  miiiivan  teams.  Designers,  engineers, 
nners,  buyers,  sales  and  marketing  people,  financial 
3erts-everybody  together  on  one  project  from  concept  to 
ished  product.  Everybody  solving  problems  when  they 
me  up,  not  when  they  become  costly  So  efficiency  goes  up. 
lality  goes  up. 

And  time  to  market  goes  down,  as  it  did  with  Dodge 
)er.  We'll  take  Viper  from  show  car  to  showroom  in  less 
ui  three  years.  No  U.S.  car  company  has  ever  done  it  that 
t.  It  will  be  the  new  standard  against  which  we  will  mea- 
■e  ourselves. 

That's  the  platform  team  way  of  building  cars.  That's  the 
y  Chrysler  will  build  the  quality  America  needs,  and  get  it 
America  faster. 

eaner  is  better.  So  we're  trimming 
every  ounce  of  fat  from  our 
production  process. 

We're  analyzing  every  step  in  every  procedure  involved  in 
t  development  of  a  new  car.  Our  people  are  asking  ques- 
ns.  Does  it  reduce  cost?  Does  it  add  value?  Does  it  improve 


quality?  And  most  important,  does  it  serve  the  customer  bet- 
ter? If  it  doesn't,  we  don't  need  it. 

We  found  we  could  get  rid  of  at  least  50%  of  the  steps  in 
any  process  we've  analyzed.  In  some  cases,  90%. 

We've  also  streamlined  spare  parts  handling,  and'brought 
in  our  suppliers  as  design  partners. 

The  industry  calls  it  lean  production.  Our  version  of  lean 
production  has  a  hard-earned  payoff.  It's  how  we've  been 
able  to  cut  our  cost  by  three  billion  dollars.  Yes,  three  billion. 
Without  slowing  down  our  ongoing  16.6  billion,  5-year  new 
pnxluct  plan. 

The  Chrysler  Technology  Center 
will  give  us  the  best  thinking  on 
all  the  Chrysler  cars  of  the  future. 

The  vehicles  developed  at  the  Tech  Center  will  be 
designed  and  engineered  to  match  the  best  the  worid  has  to 
offer.  The  Tech  Center  will  help  us  build  all  the  Chrysler  cars 
of  the  future.  Not  just  one  car. 

Dodge  Viper,  with  all  its  400  horses,  will  be  out  eariy 
next  year.  Then  a  new  Jeep  *  Grand  Cherokee.  And  next  fall, 
the  new  family  sedans  from  Dodge,  Eagle  and  Chrysler 
They're  built  on  the  cab  forward  concept.  A  new  restructur- 
ing of  the  family  sedan  providing  the  owner  with  more  room, 
better  ride  and  handling  in  the  same  size  car.  A  concept  that 
makes  so  much  sense  it  will  become  the  standard  for  the  90's. 

In  the  years  to  come  we'll  have  a  revolutionary  new  full- 
size  pickup,  new  small  cars,  new  compacts,  and  a  new 
miniv^n. 

The  Tech  Center  will  let  us  assemble  the  finest  automo- 
tive talent  and  technology  put  them  together  under  one  roof, 
and  build  the  kind  of  cars  the  public  will  demand,  in  this 
decade  and  the  next  century 

That  will  make  Chrysler  more  competitive. 

That  will  make  America  more  competitive. 

That  will  make  our  customers  more  satisfied. 


ADVANTAGE  :CHR¥SLER® 

CHRYSLER       PLYMOUTH       DODGE       DODGE    TRUCKS       JEE  P,.,  EAGLE 


;p  is  a  registered  trademark  of  Chrysler  Corporation. 


Artist's  rendering  of  RioAzul 
temple  complex,  reconstructing  its 
probable  appearance  based  on 
the  best  preserved  areas. 


drained  whole  swamps,  while 
converting  hundreds  of  acres  of 
dense  jungle  into  arable  land.  The 
Adams'  team  discovered  murals 
and  carved  stone  monuments  that 
recorded  the  history  of  the  royal 
families.  They  also  uncovered 
majestic  temples  as  well  as 
stone  courts  where  the  Maya 
competed  in  ritual  ball  games. 
"The  Maya  fascinate  us  because 
they  were  so  advanced  for  their  time 

*lt^s  an  amazing  story  of 
a  sophisticated  people  with 
the  will  to  tame  a  jungle!^ 

Dr  Richard  Adams 

and  place,"  said  Adams.  "They 

  had  a  sophisticated  writing, 

mathematical,  and  astronomy  system; 


In  the  remote  jungle  of  the  Peten 
region  of  Guatemala,  an  intrepid  band 
of  archaeologists,  led  by  Dr.  Richard  Adams, 
have  unearthed  the  ancient  Maya  city  of 
Rio  Azul.  Despite  temperatures  that 
rarely  fell  below  100  degrees  Fahrenheit, 
humidity  that  hovered  near  100  percent, 
and  the  thick  tropical  growth  that  impeded 
their  efforts,  Adams  and  his  team  were 
able  to  excavate  a  great  deal  of  this 
two -thousand-year- old  city  The  result  ^/  V^*^ 


and  they  were  skilled  artisans,  farmers, 
and  builders.  In  short,  they  created 
a  complex  society  in  an  extremely 
hostile  jungle  environment .' ' 


is  new  insight  into  a  remarkable 
pre-Columbian  civilization 
that  predates  both  the  Incas 
of  South  America  and  the 
Aztecs  of  Mexico. 

The  dig  yielded  a  vivid 
picture  of  a  highly 
advanced  people  who 
channeled  rivers, 
terraced  hillsides,  and 


Dr  Richard  Adams  with  a  governor's 
tomb  mural  at  Rio  Azul. 


Given  its  inhospitable 
climate  and  inaccessibility, 
Rio  Azul  is  an  archaeologist  s 
nightmare.  Resupply  is  so 
difficult.  Dr.  Richard  Adams 
must  rely  on  whatever  equipment 
he  takes  with  him  on  a  dig. 
That's  why  it's  not  surprising  he 
wears  a  rugged  Rolex  Oyster 
Perpetual  timepiece. 


t 
ROLEX 


Rolex  Oyster  Perpetual  Dah^ust  Chronometer  in  stainless  steel  with  matching  Jubilee  bracelet  and  18kt  white  gold  fluted  bezel. 
Write  for  brochure.  Rolex  Watch  US  A  ,  Inc  .  Dept  408.  Rolex  Building,  665  Fifth  Avenue.  New  York,  N.Y  10022-5383 
©  1991  Rolex  Watch  USA.  Inc  Rolex,  Oyster  Perpetual,  Datejust  and  Jubilee  are  trademarks 
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^NCY  FOOTWORK  MAY  BUY 
lITTERRAND  A  BIT  MORE  TIME 


|he  surprise  is  that  French  voters  didn't 
tire  of  Francois  Mitterrand  sooner. 
France's  President  now  has  ruled  for 
I  than  a  decade — longer  than  Charles  de 
le.  Like  le  Grand  Charles,  Mitterrand 
IS  to  grow  more  aloof  and  mercurial  with 
But  only  after  recession  hit  France  last 
5r  did  his  approval  ratings  start  to 
ye.  They  have  kept  on  falling  since  he 
?d  Edith  Cresson  as  France's  first  woman 
lier  last  May  to  give  new  sparkle  to  his 
ilist  regime.  Instead,  Cresson's  acid  style 
inability  to  revive  the  economy  have 
3d  voters.  Now,  Mitterrand,  75,  is  trying 
tv  ploy  to  regain  popularity:  He's  hinting 
he  may  quit  before  his  term  ends  in  1995. 
that  gesture  seems  like  the  start  of  a 
?ful  retreat,  it\  not.  Instead,  it  is  part  of 
iy  strategy  to  keep  France's  Socialists  in 
!r  in  the  face  of  their  stiffest  challenge 
the  right.  But  even  if  Mitterrand  suc- 
3,  he  probably  won't  be  able  to  prevent  a 
!  centrist  government  from  emerging.  A 
market  Europe  and  domestic  troubles  are 
ing  France  to  the  right.  The  chief  rivals 
tlitterrand's  Socialist  mantle  both  are  moderates:  former 
e  Minister  Michel  Rocard  and  Jacques  Delors,  president 
le  European  Commission.  Either  would  privatize  some 
■  companies  and  ease  up  on  dirigiste  economic  policies. 
-IMMIGRANT  FEVER.  Mitterrand's  gambit  is  to  build  good- 
through  a  constitutional  referendum  late  next  year.  It 
d  cut  the  presidential  term  from  seven  years  to  five  and 
nd  Parliament's  powers.  By  endorsing  this  popular  idea, 
red  by  most  opposition  leaders,  Mitterrand  can  pose  as  a 
3SS  statesman.  But  typically,  he  has  been  coy  about 
:her  the  new  term  limit  would  apply  to  him. 
hether  he  quits  will  probably  depend  on  the  political  winds 
le  moment.  If  they're  blowing  the  Socialists'  way,  he 


FARMERS  PROTEST  LOW  PRICES 


might  step  down  in  early  1993,  prompting  a 
presidential  ballot  alongside  parliamentary 
elections  due  then.  Otherwise,  he  might  try  to 
hang  on,  waiting  for  better  days. 

As  of  now,  the  conservatives  are  coming  on 
strong.  Their  hottest  issue  is  an  anti-immi- 
grant fever — being  fanned  for  all  it's  worth 
by  the  right's  top  presidential  hopefuls,  for- 
mer President  Valery  Giscard  d'Estaing  and 
Paris  Mayor  Jacques  Chirac.  The  weak  econo- 
my also  helps  them.  Paris  is  alive  with  march- 
ing workers,  and  angry  farmers  are  blocking 
roads  to  protest  low  prices  and  a  feared  subsi- 
dy cut.  The  right  blames  economic  woes  on 
state-owned  industry,  which  accounts  for  307( 
nf  gross  national  product.  It  also  says  that 
Mitterrand's  reticence  to  privatize  is  crimping 
investment,  hobbling  France  in  an  increasing- 
ly open-market  Europe. 

Polls  show  the  leading  candidates  to  suc- 
ceed Mitterrand — the  two  Socialists,  Delors 
and  Rocard,  and  two  conservatives,  Chirac 
and  Giscard — running  evenly.  But  the  right  is 
way  ahead  for  the  coming  parliamentary  elec- 
tions. Seeking  help,  the  Socialists  may  team 
with  centrist  "green"  parties,  which  would  pull  them  to  the 
right.  Mitterrand  might  also  replace  Cresson  with  Delors,  who 
could  then  prepare  for  a  future  presidential  run. 

Of  course,  Mitterrand  has  bounced  back  before.  Currently, 
he's  trying  to  recoup  after  several  gaffes,  such  as  not  vigor- 
ously opposing  the  Soviet  putsch  last  August.  He  scored  well 
at  the  recent  NATO  summit,  where  George  Bush  approved  his 
goal  of  a  European  defense  force.  And  he  hopes  to  bask  in 
next  month's  European  Community  summit.  But  that  won't  be 
enough  to  erase  growing  doubts  about  whether  Mitterrand  is 
the  right  French  leader  for  the  post-1992  era.  The  days  of  his 
old-style  socialism  seem  numbered. 

By  Stewart  Toy  in  Paris 


BAL  WRAPUPI 


KOPE 


L  fight  is  brewing  between  the 
\  European  Commission — which 
its  to  slap  restrictions  on  a  broad 
ge  of  advertising — and  big  consum- 
:ompanies,  publishers,  and  ad  agen- 
s.  Brussels  has  already  succeeded  in 
ining  tobacco  advertising  from  TV 
I  wants  to  get  it  out  of  print  media. 
0  looming  are  regulations  on  liquor, 
,  and  toy  ads.  Among  the  groups 
iting  back  is  the  European  Publish- 
Council,  which  represents  some  100 
;he  largest  media  owners.  It  is  start- 
a  Europe-wide  newspaper  cam- 
gn  blasting  Brussels  for  trampling 
free  speech,  among  other  things. 


But  lost  revenues  may  be  a  greater 
concern. 

gECHOSLOVAKIA  

Corruption  is  sullying  capitalism's 
reputation  in  Eastern  Europe.  In 
Czechoslovakia,  black  marketers  and 
former  Communist  officials  have  out- 
bid honest  entrepreneurs  for  dozens  of 
former  state  companies  put  up  for  auc- 
tion. Indignation  at  such  hijinks  is  now 
so  high  that  Parliament  has  passed  a 
law  requiring  investors  to  show  that 
the  money  they  pay  for  companies  is 
"clean."  Trouble  is,  no  one,  including 
Finance  Minister  Vaclav  Klaus,  is  quite 
sure  how  to  distinguish  a  dirty  koruna 
from  a  clean  one. 


NORTH  AFRICA 


The  European  Community  is  turning 
its  attention  to  such  North  African 
countries  as  Morocco,  Algeria,  and  Tu- 
nisia. A  summit  in  early  1992  in  Tunis 
will  bring  together  North  African 
heads  of  state  with  the  leaders  of 
Italy,  France,  Spain,  and  Portugal.  It 
is  likely  that  the  participants  will 
launch  a  development  bank  for  North 
Africa.  The  EC  is  attracted  by  the 
market  represented  by  North  Africa's 
80  million  people  and  big  upcoming 
infrastructure  projects.  It  also  wants 
to  head  off  new  waves  of  North 
African  immigrants  by  spurring  local 
development. 


aiONAl  OUTLOOK 
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THE  POSTAL  SERVICE  I 


PUSHING  THE  ENVELOPE 
AT  THE  POST  OFFICE 


Postmaster  Frank  has  made  progress — but  not  enough  for  some 


"I  don't 


Postmaster  General  Anthony  M. 
Frank  looked  grim  as  he  stepped 
before  the  cameras  on  Nov.  5. 
The  Postal  Service  Board  of  Governors 
had  just  killed  his  proposal  to  raise  the 
first-class  mail  rate  by  U,  to  30$,  which 
would  have  increased  annual  revenues 
by  $800  million.  Frank  had  won  six  of 
nine  votes,  but  changing-  the  rate  re- 
<iuired  unanimous  approval, 
want  to  be  overly  dramatic 
about  it,"  said  a  frustrated 
Frank.  "But  you  can  go  to  the 
electric  chair  on  a  5-4  vote." 

Such  are  the  travails  of  try- 
ing to  run  the  $48  billion  Post- 
al Service  as  a  real  business. 
When  the  former  savings  and 
loan  executive  became  the  na- 
tion's chief  postman  in  March, 
1988,  he  hoped  to  inject  a  dose 
of  rational  management  into 
the  sprawling,  nearly  unman- 
ageable service.  But  despite 
making  more  progress  than 
most  of  his  predecessors, 
Frank,  who  is  60,  has  been 
sinking  into  the  bureaucratic 
and  political  swamp  of  late. 
To  make  matters  worse,  the 
Bush  Administration  forced 
Frank  to  pick  up  a  bigger  por- 
tion of  the  service's  retire- 
ment benefit  tab.  Meanwhile, 
growth  in  mail  volume 
slowed,  thanks  to  the  coin 
bined  effects  of  a  197'  rale 
hike  last  February,  the  reces- 
sion, and  competition  from  ex- 
press mail,  private  delivery, 
and  fax  machines.  So  a  pro- 
jected $900  million  surplus  for 
the  year  ended  Sept.  30,  1991, 
is  now  a  $1.0  billion  deficit. 
And  with  rivals  stealing  more 
of  its  business,  the  service 
has  to  run  faster  and  faster 
to  stay  in  place. 
PENNY  WAR.  Frank  has  had 
some  success,  particularly  in 
enforcing  the  sort  of  tough 
cost  control  that  eluded  earli- 
er   postmasters.    He  also 


Preston  Tisch,  fell  down.  Resorting  to 
binding  arbitration  this  year,  Frank  beat 
back  the  service's  major  unions  and  won 
a  four-year  agreement  that  capped  labor 
costs — which  make  up  83?f  of  expenses 
— and  gave  management  flexibility  to 
hire  temporary  and  part-time  workers  as 
it  automates.  Since  1989,  Frank  has 
trimmed  37,000  workers  from  the  Post 
Office's  700.000-person  payroll. 


tamed  labor,  an  area  where 
his  immediate  predecessor,  R. 


NX'S  ACHIEVEMENTS... 


Trimming  the  service's  700,000-strong  work  force  by 
12%  by  1995 

Speeding  mail  processing  with  automated  equipment 
Capped  worker  pay  increases  in  1991  and  vi^on  flexibility 
on  work  rules  and  hiring  of  temps 
Hired  outsiders  to  gauge  delivery  standards  and  custom- 


er service 


..AND  CHALLENGES 


Needs  legislation  to  gaia  more  control  over  rates 
Must  replace  a  bureaucratic  culture  with  a  maleable  one 
Must  recapture  market  share  from  express-mail  rivals 
Must  rebuild  flagging  mail  volume— especially  tliird- 
class  junk  mail 


And  on  Oct.  7,  Frank  announced  phs 
to  cut  an  additional  47,000  workers  y 
1995,  saving  $4.5  billion  a  year  by  th 
"He's  been  one  of  the  best,"  says  Ri 
ard  A.  Barton,  senior  vice-president 
government  policy  at  the  Direct  Mark 
ing  Assn.,  which  represents  bulk  m; 
ers.  Unlike  many  of  his  predecessor, 
who  sometimes  moved  in  and  out  of 
job  in  a  matter  of  months — Frank 
gotten  his  hands  dirty  working  for  r 
change,  winning  kudos  for  being  neitH 
a  political  hack  nor  a  postal-lifer. 

But  the  postmaster  may  have  reach 
an  impasse,  largely  because  the  If 
Postal  Reorganization  Act,  which 
supposed  to  put  the  Post  Office  on 
more  businesslike  footing,  fell  far  sh- 
of  its  goal.  The  law  is  loaded  with  p 
tections  designed  to  keep  the  serv 
from   abusing   its   monopoly  positi( 
However,  the  law  also  made  it  diffici 
to  respond  to  competiti 
threats  from  newer  forms 
telecommunications.  Post 
Service  executives  have  n 
ther  the  freedom  nor  the 
countability  of  private-sect 
managers.  "I'm  the  only  CI 
of  a  major  corporation 
America  who  doesn't  ha' 
control  over  his  own  price; 
Frank  notes.   Rate  chang 
must  be  approved  first  by  tl 
President-appointed  Post 
Rate  Commission,  then  by  t 
Board  of  Governors. 
'WHIPPING   BOY.'   This  U 
wieldy  structure  has  forc< 
Frank  to  spend  a  good  porti( 
of  1991  fighting  over  a  penn 
In  January,  the  Postal  Ra 
Commission  cut  his  propose 
30<|;  stamp  back  to  29$.  An  a 
noyed   Frank   went  on 
stump,  describing  the  decisic 
as  "dumb"  and  deriding  tl 
PRC  for  "only  helping  the  co; 
per  miners  of  Chile."  Sue 
open  scorn  alienated  the  pan 
and,  despite  a  later  apolog; 
helped  kill  Frank's  efforts 
get  the  extra  money  now. 

Frank  understands  that  th 
job  of  running  the  easy-t( 
criticize  Post  Office  make 
him  fair  game  for  legisl: 
tors — and  anyone  else — lool 
ing  to  make  headlines.  "Th 
public  has  to  have  a  whippin 
boy,  and  the  Post  Office  is 
pretty  good  target,"  say 
Representative  William  I 
Clay  (D-Mo.),  chairman  of  th 
House  Post  Office  &  Civ 
Service  Committee. 

Even  efforts  to  bear  th' 
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If  You  Jus 
Bought P 
Compaq 
Deskpro/] 
Take  It 
Back! 


Upgradeable 
i486SX 

$1,995 

33-MHz 
386DX  Models 
Start  at 
^  $1,795 


"ALR  has  executed 
a  masterstroke  that 
could  influence  the 
way  all  computers 
are  built." 

PC  Resource  -  Decemlyer  1 989 


Introducing  the  ALR 
BusinessSTATION » 


SAVE  OVER  $1,000 
COMPARED  TO  THE  COMPETITION 


It's  time  you  I  PC  Resource  was 

get  to  Everybody  is 

^£c^   following  in  our 
^         I  footsteps.  After  ail, 
ALR  pioneered  affordable 
modular  systems  over  two 
years  ago.  And  our  e.xperience 
is  showing...  Just  look  at  what 
the  industry  experts  are  saying. 


MVP 


In  simple  terms,  modularity  - 
otherwise  known  as  upgrade- 
ability,  is  the  number  one  way 
to  protect  your  PC  investment. 
You  don't  have  to  worry  about 
outgrowing  a  modular  system, 
because  you  can  affordabiy 
'Vwr  Uf^fuJc  Uc  CPU! " ' "  with  a 
more  powerful  one  whenever 
your  needs  change. 


i486SX  1486/25  1486/33  i486/50 
$795*      $1,495*  $1,595*  $2,295* 

"Ji^Uf-p^lUCPU!"''' 


Prices  ai\ti  ronliguraiions  subject  lu  cliaiige  wiihoiii 
ALR  Is  a  regiSTered  traflemark  anri  BiisinessSTATK  )r 
Advanced  Loyk  Rese^irch,  inc 


Which  brings  us  to 
why  you  should  buy 
an  ALR 

BusinessSTATION 
over  a  Compaq" 
Deskpro/M'".  Feature 
for  feature,  the  ALR 
BusinessSTATION 
family  matches  or 
beats  the  Compaci 
Deskpro/M  series.  However, 
mode!  for  model,  the 
BusinessSTATION  offers  more 
performance... 

for  substantially  less  money. 

Like  the  Deskpro/M,  the 
BusinessSTATION  offers  a 
32-bit  EISA  bus,  the  most 
compatible  and  powerful  bus 
architecture  available  for  the 
PC.  Additionally,  an  integrated 
DMA-IDE  controller  delivers 
excellent  hard  disk  perfor- 
mance. And  a  wide  array  of 
standard  features,  including 
built-in  Super  VGA,  round  out 
this  outstanding  value.  And 
best  of  all,  you'll  be  getting  a 
quality  i486SX-based  ™  system 
loaded  with  features  for  only 
S  !  ,995  (33-MHz  386DX' 

Models  Start  at  just  $1 ,795). 

n  I'  S  [J<jllars  *Mo<.iiile  pricing  retlecis  atier  tebaie  pricing  Verily  comi>eiiilve  pricing  wiili  inariulaci 
anced  Logic  Bese^ircli,  irn     All  oifier  brand  and  product  names  are  trademarks  or  registered  iraden 


ALR- 

Compaq" 

BusinessSTATION™ 

Deskpro™ 

486ASX 

486s/ 16M 

Processor 

20-MHz  i486SX'" 

16-MH2  i486SX™ 

Memory  Cache 

8-KB 

8-KB 

Standard  Bus 

32-bit  EISA 

32-bit  EiSA 

EISA  Slots 

2 

2 

Standard  Video 

Super  VGA 

Super  VGA 

Upgrade  Patti 

25-,  33-  &  50-MH2 

25-MHz  i486SX, 

I486DX"' 

33-MHz  i486 

Starting  Price 

$1,995 

S3. 199 

But  don't  take  our 
word  for  it.  Visit 
your  local 
authorized  ALR 
reseller  and 
compare  for 
yourself.  Call: 


1  -800-444-4 ALR 

Advanced  Logic  Research,  Inc. 


Imnc,   CA  92718 

TEL   I7I4)58H5770    h  AX   |7  1  4)  S8  I -9240 

Available  al  these  nationwide  locations 
Connecting  PcMnf  333 


ConyiitMiund 


IWr  BUS»eS£t4AD 


Illinois  Center  Market  Research 
Market  Research 
Chicago,  Illinois 


'''■'s  Flower  &  Gift 
w  Jersey 


Spartacus  Trucking  Co.  Tourim 
Trucking  Fu' 
Brooklyr  ,<  Ca 


Checker  ■  ing,  !nc 

Food  Pt  _,j 

Fran,  ichusetts  4, 


on  Associates 
Accountants 
Tiverton,  Rhode  Island 


rk 


CADworks,  Inc. 
CADD  Integration  Specialists 
Arlingtof 


Compleat  Gai 
Billiard  &  Gam 
Waltham,  Ma 


Owl  Shop.  Inc. 
Tobacconists 
Worcester,  Massac 


Black  Sand  Surf 
Board  Sport/Appare!  Shop 
Pasadena,  California 


Adier  Pool  Tables 
Pool  Table  Manufacturer 
Los  Angeles,  California 


Chromavision,  Corp. 
Video  Editorial  &  Tape  Service 
PJew  York,  I\Jew  York 


Art  Options,  (nc. 
Retail  Art  Gallery 
Santa  Monica,  California 


Advanced  Avian  Designs  / 
Bird  Environment  Designs  &  Sales 
Seattle,  Washington  C 


Stats-it 

Pre-profeisional  Shop 
Chicago.  I'unois 


Putnam  Kitchens 
Kitchen  Design  Studio 
Greenwich,  Connecticut 


LA  Celebrations:  Ortho  Sport  l- 

Catering  Physical  Therapy  r 

Los  Angeles,  California  Forest  Park,  Illinois  1 


Lester  MMerial  Service  Lav 
Landscape  Material  Supplier  Fa 

Grayslake,  Illinois  i 

c  1991  ATAT 

'Discounts  on  average  oti  AT&T  daytime,  direct-dial  inteisUitf?  rates  Actual  savings  will  vary  ,3ccording  to  calling  patterns 

'Credit  based  on  3/92  long  distani  .,■  bill  up  to  $?,000  Credit  .applied  to  5/9?  bill    Some  restrictions  may  apply  Offer  expires  12/9/91 


From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AW  wants  you  back.  If 
your  business  left  AT&T^  but  (iidn't  save 
what  you  had  hoped.  If  you  miss  AWs 
fast  connections  for  calls  and  faxes.  If 
you  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better  Now  you  can 
afford  to  come  back. 

AT&T  PRO^  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  conipetitive  prices— 4%  to  19% 
off  our  regular  rates.*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now,  and 
we'll  even  give  you  one  month  of  long 
distance  service  free** One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  today 


AT&T 

The  right  choice. 


iovernment 


lash  with  ^ood  humor  can  l)ackfire.  On 
Aug.  2,  Frank  did  a  stint  on  Late  Night 
irith  Darid  Letternuni,  overseeing  the 
show's  regular  "viewer  mail"  feature 
and  playing  the  silent  straight  man  as 
Letterman  poked  fun  at  the  service.  But 
the  appearance  didn't  sit  well  with  some 
postal  unions,  already  angry  about  cut- 
backs at  the  agency.  "He  stood  there 
just  like  a  potted  plant,"  snipes  Morris 
Biller,  president  of  the  American  Postal 
Workers  Union.  Not  long  after  Frank's 
appearance,  Biller  distributed  "Wanted" 
posters  bearing  Frank's  picture  and  the 
legend:  "The  most  dangerous  threat  to 
I  SPS  in  history."  Frank  calls  such  per- 
sonal attacks  "unproductive." 

Frank  gets  mixed  reviews  from  politi- 
cians who  oversee  his  agency,  too.  "He's 
a  bit  brittle"  when  it  comes  to  criticism, 
says  Senator  David  H.  Pryoi-  (D-Ark.), 
chairman  of  the  subcommittee  on  feder- 
al services,  Post  Office,  and  civil  service. 
"He  doesn't  do  well  with  the  give-and- 
take  of  politics." 

OLYMPIC  EFFORT.  More  important, 
1^'rank's  innovations 
haven't  always  been 
a  hit.  He  drew  fire 
with  a  plan  designed 
to  stretch  out  mail  de- 
liveries in  some  parts 
of  the  country  to  en- 
sure more  consistent 
performance.  The 
American  Bankers 
Assn.,  for  exami)le. 
complained  that  the  slowdown  would 
cost  banks  $185  million  annually  in  lost 
interest,  because  checks  would  take 
longer  to  clear.  Frank,  in  response,  says 
that  market  research  had  shown  that 
customers  wanted  more  reliable  delivery 
even  if  it  occasionally  was  slower.  The 
agency  is  implementing  the  plan  but  has 
modified  it  in  some  areas  to  minimize 
the  impact  on  banks. 

Frank  also  has  been  slapped  by  Capi- 
tol Hill  for  his  plan  to  spend  .$122  million 
to  be  a  sponsor  of  the  1992  Olympic 
Games.  He  claims  sponsorship  will  be  a 
morale  booster  for  workers  and  adds 
that  the  effort  will  make  a  $50  million 
profit,  primarily  through  the  sale  of  sou- 
venirs and  other  Olympics-related  postal 
items.  But  some  critics  expect  the  effort 
to  lose  money  and  worry  that  it  will 
distract  some  in  the  Postal  Service  from 
their  primary  mission,  delivering  the 
mail.  They  also  point  out  that  a  monopo- 
ly doesn't  need  such  promotion. 

Many  CEOs  have  learned  to  expect 
public  criticism  over  executive  compen- 
sation, but  here,  too,  Frank  has  special 
[n-oblems.  Congress  comi}lained  loudly 
when  it  learned  that  the  Post  Office 
handed  out  $20  million  in  bonuses  to  its 
managers  during  a  three-year  period  in 


'I'm  the  oiily  CEO  of  a 
major  corporation  . . . 
who  doesn't  have  control 
over  his  own  prices' 


which  the  service  lost  $1.4  billion.  Th[ 
Chicago  unit,  for  example,  lost  $142  m: 
lion  during  that  time — and  got  poor  pe, 
formance  ratings — but  62  of  its  execi 
tives  received  a  total  of  $503,298  i 
bonuses.  Frank,  who  earns  $99,500,  saj 
that  his  managers  are  underpaid  an 
have  less  control  than  private-sect( 
managers  over  financial  results.  Agree 
Norma  Pace,  the  Postal  Board  of  Gove 
nors'  chairman:  "Congress  will  alwaj 
find  something  to  be  critical  about." 

Frank  has  tried  hard  to  improve  se 
vice.  He  restored  the  window  hours  thj 
had  been  cut  back  by  Tisch.  He  hire 
Price  Waterhouse  and  Opinion  Researc 
Corp.  to  monitor  delivery  standards  an 
customer  satisfaction.  In  the  past,  inte 
nal  studies  were  often  rigged  to  mak 
postal  management  appear  far  more  e 
fective  than  it  was.  Better  external  me; 
surements  are  making  postal  worker 
more  competitive  with  one  another  an 
therefore  more  responsive  to  customt 
needs,  Frank  claims. 
Meanwhile,  he  is  trying  out  new  way 
of  serving  customer 
For  example,  th 
agency  is  testing  th 
sale  of  stamps  fro 
automated  teller  m 
chines  at  banks.  It'l 
also  trying  to  kee 
the  maximum  wai 
for  window  service  t 
five  minutes,  an  an' 
bitious  goal,  expert 
say.  But  not  all  programs  work  smootl 
ly.  Last  year,  Frank  started  sellin, 
mugs,  T-shirts,  and  other  items  bearin, 
the  postal  emblem  or  stamj)s  at  post  oi 
fices.  Frank  says  it  brought  in  $15  mi 
lion  in  revenue  and  netted  $3  millior 
Lawmakers  immediately  blasted  th 
plan,  saying  that  postal  worker 
shouldn't  be  tied  up  selling  knickknack: 
Frank  will  use  outside  vendors  to  se 
postal  merchandise  in  the  future.  "I 
just  shows  the  high  risks  of  doing  an; 
thing  new  around  here,"  he  says. 
FRIENDLY  WARNING.  Frank  probabl; 
won't  be  around  to  .see  all  his  effort: 
pay  off.  When  he  signed  on,  he  said  hi 
wouldn't  stay  beyond  March,  1992.  An( 
there  are  signs  he's  getting  ready  t( 
pack  his  bags.  He  was  up  for  the  top  jol 
at  the  Resolution  Trust  Corp.,  but  h' 
withdrew.  Now,  he  is  thinking  of  accept 
ing  a  private-sector  post  in  California. 

Before  he  goes,  he  offers  a  word  o: 
advice  to  any  corporate  hotshot  wh( 
thinks  that  the  Postal  Service  is  just  an 
other  messed-up  company  that  can  b( 
brought  to  heel.  "I  was  told  when  ! 
started  that  this  was  the  most  frustrati 
ing  job  in  Washington,"  Frank  says,  "  j 
haven't  been  disappointed." 
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To  put  Black  under 

someones  tree, 
call  1-800-238-4373. 


Send  a  giftof  Johnnie  Walker«Black  Label® 
anywhere  in  the  U.S.A. 
Void  where  prohibited. 
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"Your  retirement 

could  lastas  long 
asyour  career 

Let's  talk:' 


ike  Fitch,  Merrill  Lynch 
nancial  Consultant 

"It's  great  that  we're  all  likely  to 
I  longer  than  our  parents  did,  but 
iny  years  of  retirement  mean  that 
ople  have  to  save  and  invest  more 

their  future  than  ever  before. 

"That's  where  I  can  help.  We 
n  sit  down  together  and  work 
t  ways  to  help  you  get  the  kind  of 
refree  and  fulfilling  retirement 
u've  always  wanted. 

"Together,  we'll  be  solving  the 
ijor  problem  people  face  in 

OFFICIAL  SPONSOR  OF  THE  1992  U  S  OLYMPIC  TEAM 


retirement  planning  today  by  real- 
izing that  the  bulk  of  retirement 
funding  has  to  come  from  saving 
and  investment.  That's  because 
Social  Security  and  pensions  just 
aren't  enough  anymore. 

"But  with  a  realistic  plan,  con- 
sistently carried  out,  chances  are 
we  can  reach  your  goals." 

Mike  Fitch  and  more  than 
10,000  other  Merrill  Lynch  Financial 
Consultants  want  to  help  make 
sure  you're  financially  prepared  for 
the  realities  of  retirement. 

Their  training  is  outstanding 
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and  ongoing.  Their  research  and 
technological  support  is  second  to 
none.  And  you'll  find  them  much 
more  interested  in  establishing  a 
long-term  relationship  with  you 
and  your  family  than  arranging  a 
specific  transaction. 

Because  at  Merrill  Lynch,  the 
quality  of  our  service  is  a  direct 
result  of  the  quality  of  our  Financial 
Consultants. 


Merrill  Lynch 

A  tradition  of  trust. 


It's  Got 

Fuselage 

Power.  Portability.  What  do  you  their  technological  guts  into  thej 

expect  from  makers  of  F-16  fight-  own  Daewoo-brand  PCs.  Like  a 

er  components?  Having  solved  F-16,  the  N3/  SX  notebook  opei 

complex      logistical      problems  ates  with  remarkable  speed.  It 

in    aerospace    and    robotics    for  16Mhz  microprocessor  and  20  M 

high-tech  companies  worldwide,  hard  drive  make  it  top  gun  amon 

Daewoo  engineers  are  pouring  all  comparatively  priced  portable. 


lilt  Into  It. 

embodies     the     same     high        telecommunications,  automo- 


andards     Daewoo     puts     into        tives,  heavy  industry,  and  trading. 
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BROADCASTING  I 


MEET  THE  POWER  COUPLE 
OF  TV  SPORTS 


Dee  and  Rick  Ray  make  money  while  the  networks  scramble 


THE  RAYS  AT  HOME  IN  CHARLOTTE:  STICKING  TO  REGIONAL  GAMES  AND  BARGAIN  RIGHTS 


If  you  tune  in  to  the  North  Carohna- 
Georgia  Tech  game  on  Feb.  2  in  At- 
lanta, you  could  be  watching  more 
than  just  another  couple  of  hours  of  col- 
lege basketball:  You  could  be  witnessing 
the  future  of  televised  sports. 

ABC  stations  will  carry  the  contest,  but 
the  network  won't  own  it  or  sell  the  ad 
time.  Instead,  that  game  and  25  to  fol- 
low on  ABC  Inc.'s  winter  schedule  will  be 
the  property  of  Raycom  Inc.,  the  na- 
tion's largest  sports  syndicator.  And 
ABC,  the  landlord,  is  charging  Raycom  a 
remarkably  modest  rent. 
FEW  VIEWERS.  The  arrangement  is  ABC's 
attempt  to  deal  with  the  poisonous  eco- 
nomics that  are  slaughtering  the  Big 
Three  networks'  sports  programming. 
CBS  Inc.  on  Nov.  3  reported  it  has  lost 
about  $500  million  at  the  midpoint  of  a 
$1.06  billion,  four-year  contract  with  Ma- 
jor League  Baseball.  NBC  Inc.  unilateral- 
ly cut  the  number  of  ads  on  its  Notre 
Dame  football  games  this  fall  by  a  third 
because  of  weak  demand.  And  while  ABC 
won't  comment,  it's  likely  that  the  net- 
work is  losing  money  airing  Monday 
night  National  Football  League  games. 
The  common  complaint:  Too  many 
games,  too  few  viewers  and  advertisers. 
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and  ever-escalating  production  expenses. 

No  wonder  ABC  executives  jumped 
earlier  this  year  when  Raycom,  which  is 
based  in  Charlotte,  N.  C,  promised  to 
take  one  problem  off  their  hands.  In  es- 
sence, Raycom  offered  to  rent  the  ABC 
network — at  the  bargain  price  of  $1.8 
million — for  a  series  of  college  basket- 
ball games.  ABC  quickly  agreed. 

What  did  it  have  to  lose?  ABC's  1990-91 


ABC  AND  RAYCOM: 
HOW  SWEET  IT  COULD  BE 


RAYCOM'S  COSTS 


►  Payment  to  ABC  for  24  5  hours  of  airtime 
on  six  Sunday  afternoons 

from  Feb.  2  to  Mar.  8         $  1 ,800,000 

►  Total  production  costs 

for  26  gomes  +  650,000 

►  Rights  fees  to  52  colleges 

and  their  conferences       +  4,000,000 


TOTAL 


$6,450,000 


RAYCOM'S  REVENUES 


►  Advertising  sales  goa 
POTENTIAL  PROFIT 

DATA:  RAYCOM  INC.,  BW  fSTlMATB 


$10,000,000 


i 
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college-hoops  schedule,  averaging  a  p 
try  3  rating,  lost  money,  and  the  n;- 
work  was  seriously  considering  droppi 
college  basketball  this  winter.  "\ 
turned  what  was  a  losing  propositi 
into  a  solid  financial  contribution 
ABC,"  says  Anthony  Petitti,  progra 
ming  director  for  ABC  Sports. 

Of  course,  Raycom  isn't  in  this  d(  . 
because  it  likes  to  watch  big,  swea  \. 
men  throw  balls  at  a  metal  circle.  Ch 
Executive  Rick  Ray,  42,  figures  he  c 
make  a  handsome  profit  by  offeri: 
compelling  regional  matchups  and  p£ 
mg  less  to  produce  them  (table).  Raycc 
already  is  the  syndicator  for  six  of  t 
eight  major  college  basketball  conf( 
ences.  So  it  had  little  trouble  lining 
marquee  teams,  including  Duke,  Kans; 
and  North  Carolina,  three  of  last  yea: 
Final  Four  squads.  The  rights  fees 
pays  to  the  colleges  are  about  25%  le 
than  what  CBS  pays  for  regular-seas 
games. 

Paying  less  is  a  Raycom  watchwoi 
By  using  nonunion,  free-lance  crews, 
spends  no  more  than  $25,000  to  produ 
a  typical  college  basketball  game.  T 
average  cost  for  network  crew 
$100,000  or  more.  Petitti  says  viewe 
won't  notice  the  difference.  "Raycc 
uives  us  a  quality  product,"  he  says 
GOING  PRO.  Quality  is  nice,  but  advert 
ers  want  viewers.  Raycom  figures  it  c 
boost  ABC's  combined  average  rating 
5  by  airing  as  many  as  six  separate  i] 
gional  contests  on  double-header  S 
days.  That's  hardly  an  earth-shatteri 
improvement,  but  Ray  Warren,  Re 
com's  executive  vice-president  for  sal 
and  marketing,  says  it  should  be  enou 
to  generate  a  minimum  of  $10  million 
ad  sales,  an  average  of  about  $40,0 
per  30-second  spot.  Warren,  who  came 
Raycom  from  ABC  in  1988,  has  alrea^ 
signed  up  Buick  Motor  Div.  and  A 
heuser-Busch  Cos. 

Ray  and  Executive  Vice-President  K 
Haines,  48,  are  so  confident  about  t 
ABC  deal  that  they're  already  layii 
plans  to  expand  into  pro  sports  in  t\ 
years.  That's  when  the  current  MI 
NFL,  and  National  Basketball  Ass 
broadcast  contracts  all  expire.  Raycc 
won't  produce  prestige  events  such 
the  World  Series  or  Super  Bowl.  But 
hopes  to  exploit  the  networks'  new  cs 
tion  by  joining  forces  with  them  or 
doing  a  deal  directly  with  one  of  t 
leagues  for  regular-season  packages 

That's  big  talk  for  an  outfit  that  w 
pull  in  only  about  $65  million  in  revenu 
this  year.  But  if  it  hadn't  been  for  b 
talk,  Raycom  might  not  exist.  In  19''i 
Ray's  bosses  at  a  Charlotte  TV  stati 
balked  at  syndicating  the  Great  Alas^ 
Shootout,  a  college-hoops  tourname 
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Almost  two  out  of  every  three  Americans  who 
work,  work  in  an  office. 

And  they're  caught  in  a  squeeze. 

Offices  have  fewer  people  to  work  with  because 
of  lay-offs.  Tighter  budgets  to  work  on  because  of 
cutbacks.  And  tougher  competition  to  work  against 
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WntENOWA 
NKHE  PLAYER. 

FORTUNATELY 
OVER  67000,000 
PEOPLE  WORK 
IN  OUR  NICHL 


because  of  the  globalization  of 
the  workplace. 

The  challenge  facing  over 
67,000,000  white-collar 
Americans  is  to  do  more 
work  faster,  and  with  fewer 


resources. 
How  can  this  be  done? 
We  call  It  OFFICE  2000. 

A  leading  aerospace  firm 
reduced  the  paperwork  in 
its  manufacturing  process 
by  90%. 
A  major  pharmaceutical 
company  once  needed  5 
to  7  days  to  turn  around 
incoming  field  marketing  data. 
Now,  it  processes  and 
disseminates  that  information  instantaneously 
on  a  worldwide  basis. 

A  government  organization  found  that  up  to 
25%  of  its  files  were  inaccessible,  misfiled  or  lost 
when  needed.  Now,  100%  of  its  information  is 
immediately  available  to  all  users. 

OFFICE  2000  offers  a  new  way  for  people  and 
technology  to  work  together  in  the  office. 

With  you  as  a  full  partner  in  the  process, 
OFFICE  2000  redesigns  the  way  work  is  organized 
in  your  office.  Then  seamlessly  links  your  people, 
departments,  offices  and  information  in  one  system 
using  Wang  Imaging. 

So,  if  these  challenges  sound  familiar,  our 
niche  is  your  office. 


OFFICESTHATWORK 


ThenewOL830hadtD 
be  smarter  than 

the  Laserfet  in  to  earn 
theOkidataOK! 
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Smart 

Smart  price: $1999^* 

Gives  you  the  best  font  scaling  and 
graphic  output  from  over  5000  different 
software  applications. 
Offers  17  scalable  plus  26  bitmapped 
fonts,  standard. 

2  megabytes  of  memory  for  full-page 
graphics. 

Optional  second  paper  tray  for  second 
sheets,  alternate  letterhead. 
5-year  printhead  warranty.  (Plus  1  year 
parts/labor  on  entire  printer.) 


Not  So  Smart 


•  Not-so-smart  price:$2395-* 

•  Only  supports  font  scaling  and  graphic: 
from  a  few  hundred  software  applicatic 
without  expensive  brain  surgery. 

•  The  best  it  can  manage  without  costly  add 
ons  is  8  scalable  and  14  bitmapped  fonts. 

•  1  meg  is  all  you  get,  standard.  Cant  ever 
remember  one  full  page  of  graphics. 

•  No  place  to  add  a  second  tray  You're 
smck  with  only  one  kind  of  paper  at  a  time 

•  Standard  1-year  warranty.  Not  so  smart 


If  you  think  buying  the  smartest  8 
page-per-minute  business  printer  is  a 
smart  business  move,  we  think  you'll 
agree  Okidata  s  new  OL830  is  a  stroke  of 
pure  genius. 

It  Takes  Brains 
To  Make  A  Smart  Printer. 

Okidata's  newest  printer  takes  just 
about  every  important  feature  of  the 
LaserJet  III  and  adds  an  IQ  boost  all  its 
own.  The  OL830  offers  more  typefaces 
and  fonts  for  better-looking  documents, 
and  more  standard  memory  for  full-page 
graphics.  An  optional  second  paper  tray 
fits  underneath  to  switch  between  letter- 
head and  second  sheet,  or  plain  paper  and 
envelopes,  without  reloading.  And  the 
OL830's  5-year  printhead  warranty  is  the 
longest  in  the  industry.  All  for  a  suggested 
retail  price  that's  hundreds  of  dollars  less 
than  the  LaserJet  III. 

So  Smart,  It  Already 
Knows  Your  Software. 

To  give  our  smart  printer  even  more 
smarts,  we  include  Printer  Control  Panel  ' 
autoswitching  software  from  LaserTools®- 
a  $149  value.  By  switching  automatically 
between  both  major  printer  emulations 
(Adobe's®  PostScript®  ^//^'  HP®  LaserJet), 
the  OL830  will  deliver  superb  output  and 


dazzling  graphics  with 
WordPerfect,®  Lotus® 
1-2-3,®  Harvard 
Graphics,®  or  just 
about  any  software 
package,  present  or  fu- 
ture, DOS  or  Windows 
Since  it's  also 
fully  Novell®  net-  Qj 
work-compati- 
ble, users  on  a 
LAN  can  send 
output  from  dif- 
ferent applications  at 
any  time  without 
headaches. 


printer 


Our  Smartest  Feature: 
The  Okidata  OK! 


Most  important,  the  OL830  comes 
with  the  Okidata  OK!-our  personal 
pledge  that  your  new  Okidata  printer  will 
provide  not  just  adequate  performance, 
but  exceptional  perfor- 
mance-not  merely 
good  value,  but  out- 
standing value. 

For  additional  in- 
formation, or  the  name 
of  an  Okidatii  dealer  in 
your  area,  please  call  us 
at  1  (800)  OKI-DATA  OKIDATA  OK! 


We  don t  just  design  it  to  workWe  design  it  to  work  wonders; 

'Mjnufjcturer'ssiiRKesieii  retail  prifc.  Dealer  prices  mavvan',  HP  and  LaserJet  jte  Re^.  lAI.'s  uf  Hewlett  Packard  Inc  Aduhc  .idJ  PnsiSLtipt  arc  Kei;  I  Al.'s  of  AJobe  Systems  Ine,  PrmtetClontrul  Panel  isaT.M.  aiiij  Laser  I  nnKisa  kcR,  1  Al. 
.irLaserTiKilsCnrp.WiirdPerfca  is  a  Reg.  T.M.  of  WordPerleet  Cmp.  Lutiisand       are  Res, 'rAI/iufLutus  Development  Cut]).  Harvard  Graphics  isa  Re';/rAI.  ufSofiware  Publishing  Corp,  Wmd(ms  is  a  lAl.  iil  Murosoft  Cnrp  Okidata  is 
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oris  Business 


from  Alaska  that  invited  teams  from 
North  Carolina.  So  Ray  decided  to  strike 
out  on  his  own.  He  teamed  up  with  Dee 
Birke,  owner  of  a  local  advertising  agen- 
cy, to  form  Raycom.  They  produced  that 
year's  Alaska  tournament,  lined  up  tele- 
vision stations  to  carry  the  games,  and 
sold  most  of  the  advertising.  And,  oh 
yes,  they  got  married  six  months  later. 

Rick  and  Dee  Ray  have  followed  their 
initial  formula  ever  since.  It  mostly  in- 
volves a  good  bit  of  common  sense: 
Don't  overpay  for  broadcast  rights,  and 
stick  primarily  to  regional  games  in 
which  local  fans  take  a  rooting  interest. 
They  own  all  but  a  small  percentage  of 
the  company's  stock — Haines  and  other 
senior  executives  own  the  rest — and 
have  resisted  overtures  from  investment 
bankers  to  sell  out.  And  why  not?  They 
claim  their  private  company  has  never 
lost  money,  although  they  did  impose  a 
five-month  wage  freeze  in  1990  when  ad 
sales  fell  for  preseason  football  games. 
HOME  TEAMS.  While  Other  sports  syndi- 
cators  have  stumbled,  Raycom  has  sur- 
vived and  prospered  by  changing  rules 
that  stood  in  the  way  of  making  money. 
Most  notably.  Rick  Ray  altered  the  bal- 
ance of  power  between  syndicators  and 
local  TV  stations.  Realizing  how  hungry 


stations  were  for  games  of  regional  in- 
terest, he  offered  matchups  featuring  lo- 
cal teams.  But  instead  of  splitting  about 
20  minutes  of  ad  time  with  local  outlets, 
as  was  then  the  gommon  practice,  Ray 
jawboned  stations  into  settling  for  reve- 
nues from  only  six  30-second  spots  per 
game.  The  rest  of  the  ad  revenues  went 
straight  to  Raycom,  with  sales  arranged 
by  President  Dee  Ray. 


Since  1982,  Raycom  has 
become  a  basketball 
powerhouse.  This  year,  it  will 
produce  more  than  350  games 


Raycom's  first  big  break  was  landing 
the  TV  rights  to  Atlantic  Coast  Confer- 
ence basketball  games  in  1982.  Since 
then,  Raycom  has  become  a  basketball 
powerhouse.  This  year,  it  will  produce 
more  than  350  games.  CBS  and  E.SPN  will 
buy  about  50  of  these  games,  but  the 
bulk  will  be  broadcast  on  ad-hoc  Raycom 
networks  of  local  stations.  In  addition,  it 
has  syndicated  preseason  KFL  football 


games  since  1985,  and  in  1990,  it  creai 
the  Blockbuster  Bowl,  a  postseason  ci 
lege  game  backed  by  Blockbuster  Vidl 

Raycom's  initial  Blockbuster  gaj 
was  shown  on  a  one-shot  network 
local  stations.  To  air  the  game  this  yel 
Raycom  bought  three  hours  of  (J 
prime  time  on  Dec.  28  for  about  $1  rJ 
lion.  And  until  Notre  Dame  lost  to  Tl 
nessee,  Raycom  had  even  bigger  pla] 
CBS  had  0.  K.'d  a  move  of  the  game! 
Jan.  2  if  Raycom  could  land  a  natioj 
title  match.  Now,  it  looks  as  if  the  gaj 
will  pit  No.  6  Alabama  against  anotlj 
nationally  ranked  team. 

Raycom  also  set  its  sights  on  Holl 
wood  when  it  created  an  entertainmq 
division  in  1987.  That  move  didn't 
out,  but  the  Rays  still  may  take  a  run| 
big  entertainment  syndicators  such 
King  World  Productions  Inc.  Not  tl| 
they  would  do  anything  rash.  About 
wildest  thing  they've  done  was  buy 
restore  White  Oaks,  a  26,000-square-f(j 
mansion  in  Charlotte.  Dee  Ray  says  tl 
wanted  a  showcase  to  host  charity  fuj 
tions;  White  Oaks  is  now  a  regular  stf 
on  the  local  social  circuit.  Not  bad  foil 
couple  that  not  so  long  ago  was  scraj 
bling  to  sell  the  Great  Alaska  Shootol 
By  Chuck  Hawkins  in  Charlotte.  N\ 
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STOCK  MARKET  LOGIC 

A  Sophisticated  Approach  to  Profits  on  Wall  Street 

By  Norman  G.  Fosback 

The  classic  that's  helped  more  than  500.000  readers  reap  steady  re- 
wards in  the  market  is  now  available  for  the  first  time  in  bookstores. 
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DANGER  IN  THE  COMFORT  ZONE 
From  Boardroom  to  Mailroom— How  to  Break  the 
Entitlement  Habit  That's  Killing  American  Business 
By  Judith  M.  Bardwick 

With  Its  proven-effective  stratgies  for  pulling  employees  out  of  the 
quagmire  of  complacency,  this  simple  but  powerful  program  from  a 
renowned  Fortune  .S(X)  consultant  helps  companies  combat 
organizational  stagnation  and  re-hone  their  competitive  edge. 
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By  David  A.  Aaker 

Here's  the  first  book  to  show  you  how  to  create,  change,  preserve, 
and  exploit  brand  equity — the  hottest  topic  in  marketing  according 
to  the  Marketing  ,Science  Institute  And  with  so  many  recent 
acquisitions  pulling  dollar  values  on  brand  names  for  the  first  time, 
it's  a  book  you're  going  to  need. 
Published  by  The  Free  Press 

KEEPING  GOOD  PEOPLE 

Strategies  for  Solving  the  Dilemma  of  the  Decade 

By  Roger  E.  Herman 

Put  these  1 2_S  strategies  for  holding  on  to  your  best  people  and 
making  them  more  productive  to  work  for  you  today.  This  manual 
offers  you  a  full  range  of  environmental,  people-management,  and 
compensation  strategies,  all  of  which  are  practical  and  ready  to 
implement. 

Published  by  McGraw-Hill,  Inc. 
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Sunkyong  is  a  world-class  business  group  based  in  Korea, 
with  annual  revenues  of  more  than  10  billion  dollars. 


We  are  a  recognized  leader  in  the  fields  of  energy,  international  trade,  petrochemicals, 

fibers,  magnetic  and  optical  media  and  engineering/construction.  Sunkyong  has  a 
growing  commitment  to  such  technology- driven  fields  as  fine  and  specialty  chemicals, 
high  performance  engineering  plastics,  pharmaceuticals  and  telecommunications. 
In  the  U.S.,  we  generate  more  than  $800  million  in  annual  revenues  working 

with  hundreds  of  American  companies.  We  are  forming  alliances  with 
companies  seeking  a  partner  with  a  strong  capital  base  and  access  to  markets 
and  products  around  the  world,  particularly  in  Asia. 
If  you  are  looking  for 
a  perfect  partner,  please  contact 
Managing  Director,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  NY,  NY  10022 

Fax:  (212)  906-8137  A  perfect  partner  for  American  business. 


To  Hitachi,  the  true  measure  of  a  corporation 
cannot  be  found  on  the  financial  pages  or  a  balance 
sheet. 

Rather,  the  true  measure  of  a  company's  worth 
is  its  commitment  to  enhance  the  quality  of  life. 

Few  corporations  can  compare  with  Hitachi  in 
this  regard. 

Our  16,000-person  R&D  department  creates 
technologies  that  directly  affect  the  lives  of  people 
everywhere. 

We're  involved  in  the  development  of  a  vast 


range  of  medical  diagnostic  equipment.  Hydroele 
trie  and  thermal  power  plants.  Computers,  semico 
ductors  and  locomotives.  Scientific  research  and|il}; 
analyses  instruments.  As  well  as  consumer 
electronics,  new  materials  and  telecommunicatior|)l 
systems. 

With  35  research  laboratories  located  in 
Japan,  Europe  and  the  United  States,  R&D  is  the 
lifeblood  of  Hitachi.  It's  the  reason  we're  the  nint 
largest  corporation  in  the  world.  With  310,000 
employees  and  207  offices  in  40  countries. 


©1991  Hitachi,  Ltd  Tokyo,  Japan  All  rights  reserved 


. . .  centers  on  a  very  important 
subject:  people. 


Hitachi  is  a  people  company  in  other  ways,  too. 
Our  recently  established  GREEN  Center 
Dbal  Resources,  Environment  &  Energy  System 
Iter)  will  soon  join  the  battle  to  solve  such 
blems  as  acid  rain,  the  greenhouse  effect  and 
ne  depletion.  Even  more,  we  accept  some  50 
ign  researchers  every  year  to  work  at  our 
;arch  laboratories.  The  international  exchange 
iformation  that  takes  place  leads  to  technologi- 
advances  and  stimulates  further  discussion 
Dng  the  academic  community. 


The  breadth  and  scope  of  Hitachi  is  deep, 
indeed.  Our  products  are  found  in  offices,  stores, 
factories,  hospitals  and  homes  around  the  world. 

And  with  a  people-oriented  philosophy,  Hitachi 
will  continue  to  grow  and  secure  a  place  as  a  citizen 
of  the  world.  Creating  products  and  technologies 
that  make  the  lives  of  people  everywhere  better 

*US$3,480  million,  net  R&D  expenditures  for  the  year  ending  March  31. 1991. 
US$1  =¥141 
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RETAILING  I 


SHORTER  LINES:  EARNINGS  FELL  55%  IN  NINE  MONTHS,  AND  THE  STOCK  HAS  SUNK  25% 


WHY  'BUSINESS  STINKS' 
AT  WOOLWORTH 


Its  specialty  stores  haven't  protected  the  retailer  against  recession 


lor  Woolworth  Corp.,  the  future 
wouldn't  look  quite  so  troubling  if 
it  didn't  look  so  familiar.  In  1982, 
the  once-mighty  retailer  was  stumbling, 
little  more  than  a  collection  of  aging 
five-and-dimes  and  a  floundering  chain 
of  Kinney  shoe  stores.  But  starting  in 
1982,  Harold  E.  Sells  repositioned  Wool- 
worth  as  a  profitable  group  of  specialty 
retailers,  including  children's  clothing 
stores,  costume-jewelry  shops,  and  the 
hugely  successful  Foot  Locker 
sneaker  chain.  The  chairman's 
strategy  was  a  winner:  Through 
much  of  the  1980s,  Woolworth 's 
earnings  grew  at  a  compound 
annual  rate  of  IS^f. 

But  oh,  how  the  mighty  have 
fallen:  In  the  first  nine  months 
of  this  year,  Woolworth's  earn- 
ings plummeted  55%,  to  $75  mil- 
lion, on  .sales  of  $6.8  billion,  up 
0.8%.  The  stock,  which  as  late  as 
February  had  traded  at  35,  is 
down  to  26,  a  25%  drop,  com- 
pared with  a  19%'  rise  for  spe- 
cialty-retail stocks  as  a  group. 

Of  course,  times  are  tough  all 
over  in  retailing.  And  Wool- 
worth  at  least  has  earnings — 
something  plenty  of  its  rivals 
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can't  say.  But  investors  are  hammering 
Woolworth  largely  because  they  had 
hoped  Sells's  specialty  strategy  would 
provide  a  better  cushion  against  lean 
times.  Foot  Locker,  for  example,  had 
seen  its  sales  quadruple,  to  $1.5  billion, 
from  1983  to  1990,  and  its  franchise 
among  sneaker-hungry  teenagers  was 
supposed  to  be  unassailable.  Overseas, 
Woolworth  had  a  decades-old  German 
operation,  where  profits  grew  an  impres- 


FEWER  NICKELS  AND  DIMES 
FOR  WOOLWORTH 


Ik'ii 


Estimated  1991  results  compared  with  1990  Sales 


Operating  profit 


Millions  of  dollars 
Percent  change 


GENERAL  MERCHANDISE 

The  old  five-and-dimes,  as  well  as 
German  and  Canadian  stores 

$5,430 

-4% 

$215 

-35% 

FOOTWEAR  AND  ATHLETIC  APPAREL 

Includes  Foot  Locker,  Kinney 
Shoes,  and  Champs  Sports 

$3,507 
10% 

$285 

-3% 

APPAREL  Includes  Susie's, 
Richman/ Anderson-Little 
for  men's  suits,  and  Kids  Mart 

$1,140 
4% 

-$10 
-177% 

TOTAL  1991' 

$9,945 
-0.3% 

$490 

-23% 

*  Includes  intercompany  sales    DATA  COMPANY  REPORTS,  SANFORD  C 

BERNSTEIN  8.  CO 

sive  70%  in  1990,  after  unification  Jeteu 
East  German  shoppers  access  to  W  ;-jf^9 
ern-style  retailing. 

So  what  went  wrong?  Woolwor 
growth  engines  simply  aren't  powe 
enough  to  pull  it  unscathed  through 
recession.  Foot  Locker's  U.  S.  sales 
still  strong,  it's  true.  But  199rs  estir 
ed  growth  of  around  10%'  is  well  be  %in 
the  23%  average  of  the  late  1980s,  flgtii 
reason  is  simple  enough,  but  prob;  yn 
irreversible:   Americans  are  gradu 
getting  sneakered  out.  "Business  is 
very  good,  but  it  gets  tougher 
tougher  to  do,"  says  Glenn  Hemm 
CEO  of  Athlete's  Foot  in  Atlanta,  a 
rival  to  Foot  Locker.  Sells,  who  sta 
as  an  assistant  manager  at  Kinney  S| 
Corp.,   which   Woolworth  acquired 
1963,  admits  that  the  sneaker  ma 
will  be  saturated  by  1995.  Before  t 
though,  he  figures  he  can  add  an  a- 
tional  600  Foot  Locker  outlets  to 
1,352  already  in  the  U.  S. 

As  for  Germany — which  last  year 
counted  for  16%'  of  total  sales  and 
of  profits — there  are  still  plenty  of 
sumers  willing  to  shop  at  Woolworth 
the  Woolworth  in  Bonn's  Bad  Godesb' 
section,  for  example,  money-pinched 
nic  Germans  from  Russia  shop  alongs 
better-off  burghers.  Says  shopper  A 
ander  Stedtfeld,  a  34-year-old  fathe 
two:  "Woolworth  used  to  have  a  bit 
poor-people's  image,  but  I'll  go 
where  I  can  pay  less." 
LOYALTY  LAPSE.  The  German  divis 
though,  hasn't  been  able  to  match 
astounding  performance  of  last  y^ 
when  millions  of  East  Germans,  sudc 
ly  flush  with  West  German  mar 
scooped  up  consumer  goods.  With  t 
surge  gone,  same-store  sales  in  Gen  SBif 
ny  were  off  8%-  in  the  third  quarter,  tail 
The  results  in  Germany  and  at  F  ri  b 
Locker  have  revealed  weaknesses  in  'jaaa 
rest  of  the  Woolworth  empire.  Dome;  iJ'-t 
profits  at  its  nonathletic  app; 
stores — which  include  KpW) 
Mart,  Richman  Brothers, 
Anderson-Little — plunged  74 
to  $13  million,  in  1990.  This  y 
could  be  even  worse.  Richard 
Baum,  a  retail  analyst  at  Sj 
ford  C.  Bernstein  &  Co.,  s^ 
the  apparel  chains  will  likely 
port  losses  for  1991  (tabj 
"Competitively,  these  busine 
es  are  not  as  strong  as  ot 
people  in  the  same  segmen 
says  Baum.  Indeed,  apart  fr 
Foot  Locker,  few  Woolworth 
visions  enjoy  an  especially  lo; 
following  or  .strong  franchi 
Many  are  also  concentrated 
the  recession-mauled  Northe 
The  1,312  Kinney  family-sl 
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Room  for  the  foture.  Intilic 


Sure,  the  Intel486™  SX  deHvers 
workstation  power  at  a  386  price 
today.  But  let  s  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Thanks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor,lross; 
due  in  1 992,  that  will  plug  into  many  486  SX  gi,;;, 
systems.  With  this  simple  addition,  you'll  doul 
CPU  perfomiance.  The  net  effect:  an  overall 
system  performance  boost  of  up  to  70  percent  ^ 


Iniel486.  ihe  SX  logo  and  the  Intel  Inside  logo  are  trademarks  of  the  Intel  Corporation.  ©1991  Inlel  Corporation. 


icing  built-in  upgradabiiity 

TOSS  all  applications.  Plus,  you'll  get  on-chip 
atli  capabilities. 

So  consult  your  dealer  to  see  which  486SX 
'Stems  are  upgradable.  Or  call  1-800-722-7772 
ir  a  free,  informative  brochure. 


And  check  mto  the  computer  with  room  for  the 
future  today. 


intel« 

The  Computer  Inside.^ 


NEW  AUD1 100 


DOINGAI8O: 


In  a  surprise  turnaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  ICQ  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BHD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  lOOS  is  priced  at  $29,900.* 
And  features  a  V-S  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  charge 


for  scheduled  maintenance. 


— Kari  Treutler,  Munich 


*  Price  based  on  MSRP  imth  manual  trans. ,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  sxdfject  to  change.  **See  dealer  for  details. 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


arketin 


stores  are  a  case  in  point.  The  chain 
been  shrinking  in  size  as  the  family-s 
market  loses  customers  to  more  spec 
ized  outlets,  and  Kinney  sales  shoulc 
off  37.  to  $688  million 'this  year.  B, 
estimates  that  Kids  Mart,  a  428-st 
clothing  chain,  will  report  a  $4  mil 
loss  this  year.  It's  being  battered  b 
price  war  between  giant  Toys  'R' 
Inc.'s  children's  clothing  chain.  Kids 
Us,  and  department  stores  desperate 
business.  "We  get  caught  in  the  midd 
Sells  says.  He  recently  replaced  K 
Mart's  management  but  admits:  "I  d( 
think  we  have  the  answer  on  how  to 
it  yet."  As  for  Woolworth's  Richr 
and  Anderson-Little  stores,  they  sell 
expensive  suits — but  even  these 
hardly  a  hot  item  for  hard-pressed  si 
pers  in  a  recession. 
GRAND  SLAM.  Then  there  are  the 
five-and-dinies.  They  must  now  comp 
with  the  big  discounters  but  don't  h 
the  economies  of  scale  to  offer  the  I 
est  j)rices.  The  upshot?  "Busin 
stinks,"  says  the  assistant  manager  c 
Woolworth  store  in  Manhattan.  And  \ 
none  too  optimistic  about  Christmas 


Sells  wants  to  open  100 
Foot  Lockers  a  year  in 
Europe,  where  demand  fo 
sneakers  hasn't  yet  peake( 


hope  it's  not  like  hell,"  he  says.  Sell 
plans  for  the  five-and-dimes  include  cl 
ing  al.)out  20  stores  a  year  and  buildi 
ui>  Woolworth  E.xpress,  smaller,  stre£ 
lined  variety  stores  that  sell  such  hij 
volume  merchandise  as  health  and  be; 
ty  aids — and  garner  roughly  double  1 
sales  per  square  foot  of  the  old  ston 

But  what  Sells  is  really  hoping  for 
the  kind  of  grand  slam  Foot  Locker 
in  the  1980s.  Now  in  the  on-deck  cm 
Champs  Sports,  a  mall  store  that  sfl 
footwear,  sporting  goods,  and  appa 
featuring  pro-team  logos  to  teenagj 
and  men;  and,  once  again.  Foot  Lock 
At  Champs,  sales  have  soared  from  \ 
million  in  1987  to  an  estimated  $397  vt 
lion  in  1991,  according  to  Bernsteii 
Baum.  As  for  Foot  Locker,  Sells  ij 
"tremendous  plans"  to  open  100  stores 
year  in  Europe,  where  demand  for  a 
letic  footwear  is  far  from  saturated. 

Champs  and  Foot  Locker  could  w! 
turn  into  outstanding  performers.  Ejf 
as  Woolworth  has  discovered,  putting! 
couple  of  stars  in  a  show  doesn't  neci- 
sarily  make  it  an  enduring  hit.  : 

Bii  Laura  Zniii  in  Kvir  York,  wt' 
bureau  report.'i  ' 
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Chances  Are,  Our  Idea  Of  A  Fiche 
And  Yours  Are  Oceans  Apart. 

Ifyou  think  of 
microfiche  as  a 
musty  medium, 
relegated  to  the 
basement  ar- 
chives, then  you 
need  to  dust  off 
your  view  of  what's 
macomp. 

^jr    ^itu^  Wonder 

opening  now  at/ 

What  You  Put  In 
Is  What  You  Get  Out. 

Anacomp'snew 
tagraphiXXFP 
X3™  IS  the  only 
mputer  Output 
crofilm(COM) 
tem  with  fiche 
)abilities  that  in- 
de  a  variety  of  fonts, 
ms,  signatures  and 
otypes.  This  enables  the 
P  2000  to  replicate  forms 


and  documents  with  the  same  graphics 
as  the  original.  Invoices  and  statements 
which  have  the  "branded"  and  "cor- 
porate-look" of  the  original  can  be 
output  with  raw  alphanumeric  data  of 
sales  transactions. 

The  Flying  Fiche. 

Ifspeed  is  important,  our  patented 
continuous  motion  laser  imaging  system 
can  process  fiche  twice  as  fast  as  any 
other  micrographics  system.  Over 
30,000  lines  per  minute  fast. 

Anacomp  Offers  You 
The  Most  Powerful 
Micrographics  System 
On  The  Market  Today. 

Or  tomorrow,  for  that  matter. 
Our  powerful  system  has  the  best 
brains  in  the  business,  controlling 
vital  functions  like  the  laser 
camera,  systems  software,  data 
reformatting  and  management, 
and  graphic  output.  These  brains 
operate  a  massive  "software  engine" 


with  unequaled  flexibility  and 
capability. 

The  Wonder  Fiche: 
It's  A  Perfect  Marriage  Of 
Micrographics  And  The  Most 
Advanc^  Computer  Technology. 

For  informariononowning  an 
Anacomp  information  and  image  man- 
agement ( 1  &  IM )  system,  or  on  having  us 
handle  your  needs  through  one  of  our  ser- 
vice bureaus,  write  j.  Mane  Woods,  EV.R, 
Anacomp.  Inc., 
3060Peachtree 
Road,N.W., 
Suite  1700, 
Atlanta,  Ga. 
30305. 6r  call 

404-262-2667.  A.^.  "% 


THE  imCE  OF  THE  RJTURE. 

anacomi? 

<£)  1991  Anacomp.Inc.  Anacomp  and  DaiagraphiX  are  registered 
trademarksof  Anacomp. Inc.  DaiagraphiX XFP2000<and XFP 
2000)  are  trademarks  of  Anacomp,  Inc. 


WAS  A 
NOTEBOOK, 


If  the  one  on  the  right 
immediately  caught  your 
eye,  we  don't  blame  you. 
After  all,  who  wouldn't 
jump  at  a  great  bargain? 

But  if  ifs  just  the  price 
that  surprises  you,  listen 


THE  NX20  FROM  DEU  20  MHz  i386SX  SYSTEM. 

SYSTEM  INCLUDES  40  MB  HARD  DRIVE. 
VGA  eiACK  AND  Vv'HITE  DISPLAY  AND  2  MB  RAM* 


to  this:  the  NX20  from  Dell  is  the  most  notebook  you  can  get 
anywhere  for  $1,999. 

Weighing  in  at  just  6.8  pounds,  the  NX20  is  packed  with 
features  normally  found  on  more  expensive  machines.  Like  a 
3.5"  floppy  drive  and  a  big  8.5"  VGA  black  and  white  dispby, 

WHICH  ONE  ^ 
WOULD  YOU  CHOOSE? 

On  the  road,  this  little  powerhouse  pacb  all  the  punch 
that  an  i386™SX  system  running  at  20  MHz  can  deliver  And 
to  complement  that  powei;  there's  2  MB  of  RAM  expandable 
to  6  MB  and  a  choice  of  40  or  60  MB  hard  drives. 

So  why  choose  between  quality  and  economy  when  you 
can  get  bofh  by  choosing  the  NX20  from  Dell?  Call  us  today 

Because  decisions  this  simple  don't  come  by  everyday. 


TO  ORDER,  CALL  PLEASE  REFERENCE  #11711, 

800-545-3818 


DELL 


id  specifications  are  subject  to  change  without  notice.  Dell  cannot  be  responsible  for  errors  in  typography  or  photography  "Payment  based  on  36-month,  open-erid  lease, 
arks  and  trade  names  are  used  to  identify  the  entities  claiming  the  marks  and  names  or  their  products.  Dell  Computer  Corporation  disclaims  any  proprietary  interest  in  trademarks 
id  limited  warranty,  please  write  to  Dell  USA  Corporation,  9505  Arboretum  Boulevard,  Austin,  Texas  78759-7299,  ATTN:  Warranty  ©1991  Dell  Computer  Corpprotion.  All  rights  reserved. 


SUPERCOMPUTERS 


WHERE  NO  COMPUTER 
HAS  GONE  BEFORE 

MASSIVELY  PARALLEL  PROCESSING  PROMISES  UNPARALLELED  PERFORMANCE 


I 


Engineers  at  Boeing  Co. 
have  access  to  the  fastest 
supercomputers  in  the 
world.  Their  $9  milHon  Cray 
Research  Inc.  Y-MP,  for  ex- 
ample, can  blast  through  1.3 
billion  calculations  per  sec- 
ond. But  is  that  enough 
power  to  satisfy  them? 
Nooooo. 

Sure,  they  can  use  the 
Cray  to  simulate  air  flowing 
over  a  future  jumbo  jet's 
wing.  But  why  stop  there? 
Why  not  model  the  airflow 
around  an  entire  aircraft 
and  calculate  how  the  wings,  tail,  and 
fuselage  might  fare  at  supersonic 
speeds?  Given  enough  processing  power, 
Boeing  engineers  might  eventually  be 
able  to  tell  a  computer  how  big  they 
want  the  plane  to  be,  how  far  it  must  go, 
and  what  the  fuel  economy  should  be.  In 
the  end,  the  computer  could  design  the 
whole  thing  itself.  "We  want  to  go 
where  no  man  has  gone  before.  It's  the 
old  Star  Trek  thing,"  says  Kenneth  W. 
Neves,  manager  of  high-speed 
computer  programs  at  Boeing. 
"But  we  need  the  starship." 
TOPS  IN  FLOPS.  Not  to  worry,  it's 
on  its  way.  It's  called  a  teraflops 
computer,  and  it  will  crunch 
through  a  mind-boggling  1  trillion 
arithmetic  operations  per  second — 
more  than  50  times  more  power 
than  today's  fastest  machines  can 
offer,  for  about  the  same  price.  It 
will  do  in  one  second  what  a  person 
could  do  punching  one  calculation  a 
second  into  a  hand-held  calculator,  24 
hours  a  day,  365  days  a  year,  for 
31,709  years.  Such  a  computer  will  al- 
low researchers  to  tackle  jobs  that 
seemed  impossible  a  few  years  ago.  It 
could  assess  global  climatic  change  100 
years  into  the  future,  for  instance,  or 
use  quantum  mechanics  to  squeeze  more 
mileage  out  of  cars. 

The  teraflops  computer,  though,  will 
be  historic  not  only  for  what  it  will  do, 


but  for  how  it  will  do  it.  Instead  of  ram- 
ming chunks  of  data  one  at  a  time 
through  a  single,  central  circuit,  the  way 
virtually  all  computers  now  operate,  it 
will  harness  the  power  of  hundreds, 
thousands,  or  even  tens  of  thousands  of 
powerful  microprocessors — something 
like  jamming  all  the  PCs  in  a  large  office 
building  into  one  box,  wiring  them  to- 
gether with  a  miniature  network,  and 
programming  them  to  cooperate  on  a 
single  problem.  Just  as  12  hungry  people 
can  polish  off  a  box  of  doughnuts  faster 
than  one  voracious  eater,  gangs  of 
microprocessors  can  complete  many  jobs 
in  a  fraction  of  the  time  of  conventional 
large  computers. 

This  revolutionary  design,  called 
massively  parallel  processing,  or  mpp, 
may  eventually  become  the  stan 
dard  way  to  build  large  comijut- 
ers.  For  now,  MPP  is  finding 
early  successes  in  scientific 
work,  where  Cray  and 
other  supercomputers 
have  ruled  for  a 
most  20  years.  But 


with  more  sophisticated  software  ii 
place,  the  machines  may  carve  out  a  rol 
in  commercial  data  processing,  too.  Thi 
year,  for  instance,  Teradata  Corp.  wil  •'^"^ 
sell  about  $300  million  worth  of  specia 
ized  MPP  gear  for  finding  patterns  ii 
volumes  of  business  data  too  cumber 
some  for  the  largest  mainframes  fron 
IBM  and  Unisys  Corp. 

MPP  technology  actually  marks  the  fiPpe 
nal  phase  of  the  microprocessor's  ravish 
ing  sweep  across  the  full  spectrum  o 
computer  hardware.   Evolving  rapid!; 
from  its  appearance  in 
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AS  SUPERCOMPUTERS 
REACH  THEIR  SPEED  IIMITS... 


...MASSIVELY  PARALLEL 


...AHD  MAKIHG  SOME  DAUEITING 


ABILUONTHS  OF  A  SECOND 


DESIGHS  ARE  SELLING  FAST...    PROBLEMS  MORE  MANAGEABLE 


SIMULATING  complete  ^ 
aircraft  and  other  structures, 
not  just  isolated  pieces 

FORECASTING  weather 
conditions  up  to  48  hours  in 
advance  •  " 

PREDICTING  global  climate 
changes  a  century  into  the 
future 

DISCOVERING  more  oil 
through  better  analysis  of 
seismic  exploration  data 

DAIA:  SANFORD  C.  BERNSTEIN  i  CO.,  SMABY  GROUP  8W 


▲  MILLIONS  OF  DOLURS 


;  early  1970s  as  a  simple  cievice  good 
ly  for  controlling  traffic  lights  anci 
:h,  the  microprocessor  by  the  mid- 
?0s  was  replacing  entire  minicomput- 
;.  Now,  ganging  up  in  large  numbers, 
;  poised  to  fundamentally  rewrite  the 
)nomics  of  the  $52  billion  market  for 
Enframes  and  supercomputers  domi- 
ted  by  IBM  and  Cray  Research.  While 
npanies  such  as  Intel,  Thinking  Ma- 
nes, and  nCube  aim  for  both  compa- 


nies' markets,  AT&T's  NCR  is  about  to 
launch  a  specialized  attack  on  the  main- 
frame with  a  general-purpose  version  of 
Teradata's  machine.  Data-base  software 
company  Oracle  Corp.,  meanwhile,  is 
working  on  software  for  commercial 
MMP  machines. 

COOKIE-CUTTING.  Nobody  is  predicting 
the  immediate  demise  of  mainframes  or 
supers:  They're  running  too  much  useful 
software  to  be  discarded.  But  the  eco- 
nomics of  MPP  hardware  grow  more 
compelling  every  day:  Old- 
style  machines, 


based  on  proprietary  designs,  can't 
touch  the  microprocessor's  tremendous 
manufacturing  economies  of  scale.  The 
chips  get  stamped  out  like  so  many  mil- 
lions of  cookies  a  year.  What's  more, 
using  a  technology  called  reduced  in- 
struction-set computing,  or  RISC,  micros 
are  within  spitting  distance  of  the  raw 
number-crunching  speed  of  conventional 
large  processors.  And  it  looks  as  if  mi- 
cros will  continue  doubling  in  speed  ev- 
ery two  to  three  years  through  the  rest 
of  the  decade. 

Still,  despite  years  of  research,  pro- 
gramming lots  of  processors  to  cooper- 
ate on  a  single  problem  remains  pain- 
fully difficult.  Researchers  so 
far  have  identi- 
fied only  a  few, 
narrow  classes  of 
jobs  that  can  be  eas- 
ily split  into  pieces 
and  run   faster  on 
multiple  processors 
than  on  a  single  proces- 
sor. The  trick  is  making 
the  pieces  as  indepen- 
dent of  each  other  as  pos- 
sible so  they  don't  waste 
time  passing  data  back  and 
forth.  Most  MPP  software, 
therefore,  must  be  written 
from  scratch,  line  by  line,  and 
by  specialists — a  time-con- 
suming, expensive  proposition 
for  companies  that  have  billions 
of  dollars  invested  in  convention- 
al software.  MPP  computers,  says 
Michael  Teter,  an  engineering  fel- 
low at  Corning  Inc.,  are  "years 
away  from  being  massively  useful." 
Even  so,  "the  field  has  definitely 
evolved  from  'what  if  to  when,"  says 
Jonathan  P.  Streeter,  who  tracks  su- 
percomputers at  the  Commerce  Dept. 
Right  now,  the  market  is  tiny:  Smaby 
Group,  a  market  researcher,  estimates 
worldwide  1991  sales  of  MPP  supercom- 
puters at  $270  million,  a  small  fraction 
of  the  $2.2  billion  spent  on  all  supercom- 
puters (chart).  But  with  MPP  revenues 
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HEAVY  TURBULENCE  Calculating  the  complicated  wake  of 
spinning  rotor  blades  helps  United  Technologies  design  copters 
that  are  safer,  more  stable,  and  less  noisy.  An  8,000-processor 
Thinking  Machines  CM-2  computer  did  this  job 


▲  INSIDE  A  VIRUS  The  National  Institutes  of  Health  used  oj  j,, 
supercomputer  to  create  three-dimensional  reconstructions  q 
herpes  virus,  including  its  shell  and  DNA.  In  the  background  ^ 
electron  micrographs  of  real  herpes  virus  shells 


expected  to  J^row  by  407f  a  year  through 
1994,  many  companies  in  the  U.  S.  and 
Europe  are  scrambling  for  a  position  in 
the  market  (table). 

As  small  as  it  is,  the  fledgling  mpp 
market  is  in  turmoil.  No  single  way  of 
linking  a  bunch  of  microprocessors  has 
emerged  as  the  most  technically  compel- 
ling design.  That  means  neither  soft- 
ware companies  nor  customers  are  sure 
of  which  technology  to  bet  on.  New  alli- 
ances, meanwhile,  seem  to  pop  up  every 
week.  While  established  computer  com- 
panies investigate  mpp  themselves, 
they're  also  scrambling  to  hook  up  with 
aggressive  startups.  Digital  Equipment 
Corp.  has  an  investment  stake  in  Mas- 
Par  Computer  Corp.  in  Sunnyvale,  Calif. 
IBM  recently  formed  a  joint  venture  with 
Thinking  Machines  Corp.  to  link  the  lat- 
ter's  Connection  Machine  with  IBM's 
market-leading  mainframe.  And  Japa- 
nese companies  are  now  working  togeth- 
er in  a  government-sponsored  Real 
World  Computing  Project  to  develop  MPP 
and  other  technologies. 
RICH  UNCLES.  The  MPP  race  has  seen 
some  early  dropouts,  too,  including  Bolt 
Beranek  &  Newman,  Floating  Point  Sys- 
tems, Myrias,  and  Teraplex.  Most 
haven't  been  able  to  raise  the  cash  need- 
ed to  survive  in  a  market  where  the 
technology  is  changing  rapidly,  and 
near-term  payoffs  are  so  small.  Ben 
Barker,  president  of  BBN's  advanced 
computer  subsidiary,  says  developing  a 
new  MPP  design  can  easily  cost  $50  mil- 
lion. BBN's  effort,  focu.sed  on  a  computer 
called  the  Butterfly  Machine,  lost  about 
that  much  and  failed  to  get  outside  fi- 
nancing. "The  only  people  making  it  are 
people  with  a  rich  uncle,"  Barker  says. 
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The  richest  of  those  is  Uncle  Sam.  The 
Pentagon's  Defense  Advanced  Research 
Projects  Agency  (DARP.'\)  has  been  pump- 
ing money  into  MPP  research  ever  since 
the  early  1980s,  when  the  "Star  Wars" 
Strategic  Defense  Initiative  began.  Since 
1983,  DARPA  has  invested  more  than  $200 
million  in  parallel  computing.  The  SDI 
program  has  contributed  tens  of  millions 
more.  "High-performance  computing 
will  be  essential  to  our  defense  in  the 
21st  century,  so  we'd  better  make  sure 
there's  a  technology  base,"  says  Stephen 


Squires,  director  of  computing  syster 
technology  at  darpa. 

The  government's  role  in  this  nasce 
market  is  controversial.  Because  dari 
puts  some  of  its  mpp  budget  into  dire 
company  grants,  some  companies  coi 
plain  that  the  Pentagon  is  picking  M] 
winners  and  losers.  Thinking  Machine 
and  Intel  Supercomputers,  a  division 
chipmaker  Intel  Corp.,  are  the  two  ma 
beneficiaries  of  Penatgon  largess.  Th( 
also  have  the  two  biggest  shares  of  tl 
scientific  MPP  market.  "It  has  locked  i 


lot 

;!,(E0 


mi 


9&\ 


if  a  lot  of  salei',"  complains  Stephen 
y,  CEO  of  MPP  maker  nCube  Inc. 
litics  aside,  MPP  is  changing  radical- 
iw  government  and  private  industry 
e  problems  that  range  from  the 
tomic  to  the  intergalactic.  Take 
il  climate  modeling.  Scientists  regu- 
simulate  the  earth's  climate  pat- 
;  to  forecast  pollutants'  effects  on 
ozone  layer,  global  warming  pat- 
and  acid  rain  levels.  Today's 
lations,  though,  are  accurate  only 
t  a  decade  into  the  future,  which 


THE  MASSIVELY 
PARALLEL  CROWD 


LOCKSTEP  MACHINES 


arallel  supercomputers  have  their  many 
Drs  work  in  lockstep,  each  doing  exact- 
ime  thing  at  the  same  time,  but  to  dif- 
ieces  of  data.  Manufacturers:  Active 
-y  Technology,  MasPar  Computer, 
ig  Machines,  and  Wavetracer 

er  style  of  parallel  design  gets  each 
or  to  follow  its  own  program.  That 
he  machine  more  flexible,  but  much 
fficult  to  program.  Suppliers:  Alliant 
ter,  Intel,  Meiko  Scientific,  nCube, 
ic,  and  Thinking  Machines.  Tera- 
pplies  a  highly  specialized  system  to 
mercial  data  processing  morket 


FUTURE  PLAYERS 


entries  in  the  MPP  market:  Supercom- 
ader  Cray  Research,  startup  Kendall 

Research,  AT&T's  NCR  unit,  and 
er  giant  IBM 

DATA;  BW 


isn't  enough.  The  pollutants  "may  not 
cause  much  effect  over  10  years,  but 
they  might  have  sizable  effects  over  a 
century,"  says  David  W.  Forslund,  a 
physicist  and  deputy  director  of  ad- 
vanced computing  at  Los  Alamos  Na- 
tional Laboratory. 

That's  why  Rick  L.  Stevens,  a  re- 
searcher at  Argonne  National  Laborato- 
ry, is  working  on  a  100-year  climate  sim- 
ulation that  will  plot  how  ocean  and  air 
currents  interact.  "The  problems  we 
want  to  solve  are  levels  of  magnitude 
beyond  what  today's  computers  are  ca- 
pable of,"  Stevens  says.  Controlling  pol- 
lution "is  going  to  take  a  great  degree 
of  cooperation  from  a  significant  faction 
of  people.  These  [simulations]  are  the 
only  way  to  state  with  a  great  deal  of 
confidence  what  the  consequences  of 
public  policies  would  be,"  says  Steven  A. 
Walker,  director  of  parallel  processing 
applications  at  Cray  Research. 
■GETTING  CHEAPER.'  Eventually,  the  tera- 
flops  computer  may  also  help  capture 
energy's  holy  grail — controlled  nuclear 
fusion.  Researchers  want  to  spend  bil- 
lions building  reactors  to  test  their  latest 
theories  on  the  subject.  A  teraflops 
could  help  identify  the  best  design  be- 
forehand through  simulations.  "Before 
we  spent  billions,  we  would  have  some 
confidence  the  thing  actually  would 
work,"  says  Los  Alamos'  Forslund. 

Teraflops  speeds  could  also  help  scien- 
tists calculate  the  effects  of  toxins  on 
humans.  Supercomputers  today  can  sim- 
ulate molecular  interactions,  but  only 
with  molecules  that  are  relatively  sim- 
ple. "To.xins  like  dioxin  tend  to  be  larger, 
more  complicated  molecules,"  says  Ar- 
gonne's  Stevens. 


.MPP  .systems  are  helping  corporations, 
too.  Oil  companies,  traditionally  big  us- 
ers of  supercomputers,  are  moving  to 
MPP  to  analyze  seismic  data.  Says 
Charles  C.  Mosher,  a  research  scientist 
at  Arco:  "Massively  parallel  computing 
is  cheap  and  getting  cheaper.  Main- 
frames and  traditional  supercomputers 
are  staying  pretty  much  flat.  I  had  to 
ask  myself:  Which  one  do  I  want  to  be 
on?"  He  now  uses  an  Intel  iPSC/860  to 
create  three-dimensional  images  of  geo- 
logical features  and  oil  reservoirs.  An 
nCube  computer  is  doing  the  same  at 
Shell  Oil  Co. 

The  big  payoff  for  MPP,  though,  may 
be  reaped  in  the  mundane  world  of  data 
processing,  where  corporations  use  lots 
of  mainframes  to  churn  out  payroll 
checks  and  the  like.  So  far,  managing 
large  data  bases  seems  to  offer  the  best 
opportunity  for  the  new  computers. 
That's  because,  as  companies  install 
thousands  of  desktop  and  hand-held 
computers,  they're  accumulating  far 
more  data  than  their  mainframes  can 
sift  through.  But  hidden  patterns  in  all 
that  data  may  lead  to  greater  profits. 

Discount  merchandisers  Kmart,  Wal- 
Mart,  and  Mervyn's,  along  with  AT&T 
and  other  telephone  companies,  have 
been  using  Teradata's  MPP  computer  for 
several  years.  Harnessing  hundreds  of 
Intel  486  microprocessors,  the  Teradata 
machine  can  identify  fleeting  sales  pat- 
terns in  a  matter  of  hours — not  the  days 
it  might  take  a  traditional  mainframe. 
The  quick  feedback  on  what  colors  and 
styles  are  selling  best  each  day  helps 
Mervyn's,  for  instance,  order  garments 
from  Far  East  suppliers. 

Such  superfast  data  searches  may 
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A  THREE-DIMENSIONAL  MAKEOVER  Running  on  a  Thinking  Machines  CM-2,  a  French  parallel-processing  program  stqrts  wit 
two  conve^ntipncil  photographs,  which  it  analyzes  and  then  combines  into  a  single,  much  more  lifelike  Image  L 


eventually  form  the  basis  of  "decision 
support  centers"  for  executive  suites. 
Business  Researcli  Institute  is  develop- 
ing such  a  system  that  would  let  execu- 
tives call  up  text,  numbers,  photos, 
maps,  and  even  video  clips — all  hooked 
up  to  an  MPP  data-base  computer. 
SOFTWARE  MAZE.  Ultimately,  MPP  ma- 
chines could  add  great  flexibility  to  how 
computers  get  built,  too.  Conceivably, 
machines  ranging  from  desktop  work- 
stations to  supercomputers  could  be 
built  from  multiples  of  a  single  process- 
ing element.  That  would  mean  much 


lower  manufacturing  costs  and  greater 
flexibility  for  customers,  who  could  in- 
stall just  the  right  size  of  computer  now 
and  expand  it  in  the  future. 

Most  of  this  is  talk  for  now,  for  two 
reasons:  minimal  sales  and  the  daunting 
software  problem.  Most  MPP  machines 
so  far  are  used  in  research,  not  for  mak- 
ing money.  Robert  Schumacher  of  Car- 
negie Mellon  University,  for  instance,  is 
using  a  Connection  Machine  to  study  the 
physics  of  musical  instruments. 

Until  they're  easier  to  program,  the 
machines'  only  commercial  use  will  be  in 


special  situations — where  the  poteil 
payoff  is  enough  to  overcome  the  11 
cost  of  creating  software.  Two  re| 
examples:  American  Express  plans| 
use  two  Thinking  Machines  CM-5 
puters  to  sift  through  credit-card 
ords  and  identify  the  buying  pattern  c 
its  individual  customers.  And  II 
dential  Securities  Inc.  uses  an  ll 
MPP  machine  to  evaluate  finani 
instruments. 

In  the  meantime,  intense  effort  is; 
ing  focused  on  the  software  problemi 
far,  it  has  achieved  only  incremej 
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IF  YOU  NEED 
SLIGHTLY 
LESS  POWER 


Multiprocessing  isn't  just 
for  supercomputers  and 
mainframes  anymore.  In- 
deed, the  technology  is  rap- 
idly changing  the  way  mini- 
computers and  even 
workstations  are  de- 
signed— and  the  way  big 
companies  buy  computers. 

Take  Tootsie  Roll  Indus- 
.  tries  Inc.  When  the  candy 
maker  needed  a  more  pow- 
erful computer.  President 
.  Ellen  R.  Gordon  first  con- 
-  ^  /  sidered  a  $1  million  Digital 
Equipment  Corp.  VAX  mini- 
computer. After  shopping  around,  she 
settled  instead  on  something  just  as 
powerful  for  a  quarter  of  the  price — a 
computer  from  Sequent  Computer  Sys- 
tems Inc.  that  uses  30  of  the  Intel  mi- 
croprocessors found  in  most  personal 
computers. 

Tootsie  Roll's  experience  is  becom- 
ing almost  common,  as  multiprocessors 
take  on  the  jobs  that  used  to  be  locked 
up  by  minicomputers.  By  1995,  figures 


Gartner  Group  Inc.,  907<  of  midrange 
computers  sold — those  that  cost 
$200,000  to  $700,000— will  be  multipro- 
cessors, up  from  25%  now.  Says  Data- 
quest  Inc.  analyst  Robert  Kidd:  "It's 
nothing  short  of  a  revolution." 

Like  massively  parallel  processing 
(MPP)  systems,  multiprocessors  employ 
inexpensive  microprocessors.  But  rath- 
er than  forcing  those  processors  to  co- 
operate on  one  large  program,  as  mpps 
do,  the  computer  parcels  out  various 
jobs  among  processors,  which  are  each 
running  a  copy  of  the  program.  That 
means  existing  software  doesn't  have 
to  be  rewritten  to  work  on  multiproces- 
sors, the  way  it  must  be  for  MPP  com- 
puters. The  result?  Something  like  a 
dozen  bank  tellers  who  can  together 
handle  a  line  of  customers  faster  than 
one  ultraspeedy  teller — but  for  less 
money. 

That's  making  multi])rocessors  at- 
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tractive  for  all  sorts  of  work,  fr< 
tracking  DHL's  package  deliveries 
managing  US  West's  cellular  billing. 
August,  Hyatt  Hotels  dumped  the  ll 
mainframe  running  its  reservation  s; 
tem  in  favor  of  a  Pyramid  Technolo 
multiprocessor  supplied  by  AT&T.  G' 
don  S.  Kerr,  a  Hyatt  senior  vice-pr€ 
dent,  says  the  new  machine  costs  3i 
less  to  run  and  is  easier  to  program 
ME-TOO  MULTis.  Such  testimonials  ha 
makers  of  traditional  computers  ru 
ing  to  launch  multiprocessors.  In  > 
vember,  minicomputer  maker  Hewle 
Packard  Co.  plans  to  unveil  a  foi 
processor  computer,  to  be  follow 
next  year  by  a  16-processor  model.  A 
PC  makers  such  as  Compaq  Compu 
Corp.  have  even  begun  selling  mu 
processors  as  "servers"  to  anchor  n  j,  ,. 
works  of  PCs.  The  competition  is  taki  |~ 
its  toll  on  the  pioneers:  Sequent  s 
fered  a  $23  million  third-quarter  k 
when  Unisys  Corp.  decided  to  stop 
selling  Sequent's  machines  and  bu 
its  own. 

Multiprocessors  do  have  limitatio: 
Because  putting  too  many  chips  in  c 
machine  can  result  in  traffic  jams 
data,  they  can't  handle  the  large 
jobs,  such  as  reservation  systems  i 
major  airlines.  But  for  such  compan. 
as  Tootsie  Roll,  the  computers  are 
sweet  alternative  to  massive  minis. 
By  Robert  D.  Hof  in  San  Francii 
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ideal  system  for  growing  companies... 
runs  over  9,000  applications,  for  all  kinds  of  businesses 
lets  you  manage  all  your  information  from  a  central  place 
is  easy  to  afford,  easy  to  learn  and  easy  to  expand 


makes  vour  investment  in  PCs  worth  more  than  ever 


sets  industry  standards  for  quality  and  customer  satisfaction 


lets  you  focus  on  your  business  instead  of  your  computer 


...is  an  IBM  AS/400. 
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To  learn  more  about  K 
growing  your  business  with 
an  IBM  AS/400,  call  an  IBM 
marketing  rep.  Or,  call  us  " 
for  the  44-page  IBM  AS/400 1| 
Solutions  Catalog. 

1800365-4  IBM,  ext.  11 
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Chiller  annoimc 
that  lowers  mo 


Leasing  offers  you  low  monthly  payments  because  you  only  pay 
for  the  car  as  long  as  you  lease  it. 

But  at  the  end  of  the  lease  you  don't  own  anything. 
^^^■■■■■■I^A        Chrysler  s  Gold  Key  Plus  works  like  a  lease  with  low  monthly 
payments  on  cars,  trucks  or  sport  utilities.  But  unlike  a  lease,  you  own  the  vehicle. 

Gold  Key  Plus  lets  you  pay  for  only  the  amount  of  time  you  want  the  car  or  truck.  Two, 
three  or  four  years.  And  because  you  only  pay  for  the  time  you  drive  the  vehicle,  you  pay  less. 
But  because  you  own  the  vehicle.  Gold  Key  Plus  gives  you  a  choice  at  the  end  of  your  pay- 
ments. Return  the  vehicle  to  the  dealer  and  walk  away.  Pay  it  off  or  finance  the  remaining 
guaranteed  fixed  value  at  no  increase  to  your  monthly  payments.  Keep  it. .  .or  sell  it  to  anyone 
you  want  and  pocket  any  profit. 

It's  all  up  to  you  because 
you're  the  owner.  There's  no 
confusion.  You  know  all  the 


Conwntwnal  Finance 
60  Months 

Gold  Key  Plus 
35  Months 

$409  PER  MOt 

$299  PER  MO* 

costs  going  in.  You're  in  control.  And  that's  the  big  PLUS  in  Gold  Key  Plus.  See  your  Dodge, 
Jeep  &  Eagle  and  Chrysler- Plymouth  dealers  to  see  how  much  you  can  save. 


'For  qualified  buyers  through  Chrysler  Credil  on  new  1992  models.  Based  on  MSRP  includ- 
ing destination  lee,  minus  dealer  participation  of  5%  program  discount  and  "Gold  Key  Plu^ 
Cash  Allowafice  with  9.9%  A.PR,  Title,  insurance  and  taxes  extra.  35  equal  monthly  pay- 
ments. To  keep  vehicle  after  term,  pay  fixed  value  Pay  for  excess  wear  &  tear,  lOc/mile  Cf/er 


December  31 , 1991 .  See  participating  dealer  tor  details  'Based  on  MSRP  of  Jeep  Cherokee 
Laredo  equipped  as  showr  1 1%  A.PR  biased  on  national  survey  of  automotive  loan  rates 
with  $2,200  down.  Title  &  taxes  extra. 
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Down 
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Amount 
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Payment 

Value 

Financed 

Omsn  W/26C  Pkg 

$16,715 

$1,950 

$1,700 

$6,352 

$12,229 

Le  Bmcn  Umwj  W/28L  Pkg 

$17,641 

$1,850 

$1,800 

$6,704 

$13,110 

Chbckee  W/26K  Pkg 

$21,999 

$1,950 

$2,200 

$10,340 

$16,749 

le  purchase  plan 
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$249 


Dodge  Dynast\/3.3  L  V-5  Engine/Altomatic  Transmissio.\/Air- 
iik.r  c()nditioning/pow.r  door  locks/am/fm  cassette  stereo 


$269, 


Chrysler  LeBaron  Landau/3.0  L  V-6  Engine/ Automatic  Transmission/ 
mo*  Air-Cont)itioning/Powr  Windows  .\nd  Locks/ AM/ FM  Cassette  Stereo 


Jeep  Cherokee  Laredo  4x4/4.0  L  6-Cylinder  Engine/Altomatic 
mor  Transmission/ AiR-CoNDiTiONiNG/PowTR  Windows  and  Locks 


$299 
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gains.  There's  no  sign  of  a  grand  break- 
through in  the  hideously  complex  prob- 
lem of  getting  100,  let  alone  10,000,  dif- 
ferent processors  working  together 
harmoniously.  Only  tedious  trial  and  er- 
ror gets  most  MI'P  programs  working. 
But  as  Paul  Messina,  executive  director 
of  the  Concurrent  Supercomputing  Con- 
sortium at  the  California  Institute  of 
Technology  says:  "The  average  user 
isn't  that  masochistic." 

The  best  that  can  be  done,  says  Abra- 
ham Peled,  director  of  computer  science 
research  at  IBM,  is  to  create  standards 


and  better  MPF>  programming  tools — pro- 
grams designed  to  help  software  writers 
keep  track  of  myriad  details  and  identify 
bottlenecks.  "People's  intuition  just 
isn't  developed  for  this  kind  of  pro- 
gramming," Peled  says,  mpp  hardware 
makers,  meanwhile,  are  spending  heavi- 
ly to  get  useful  software  written 
for  their  machines.  MasPar,  for  one, 
spends  75'/  of  its  develojnnent  costs  on 
software. 

Still,  the  problems  with  today's  soft- 
ware aren't  preventing  computer  design- 
ers from  sketching  out  even  more  mas- 


sively parallel  machines.  Japan's  Rea 
World  Computing  Project  talks  of  creaj 
ing  a  1  million-processor  machine  thq 
would  boast  a  theoretical  peak  speed 
125  trillion  operations  per  second- 
enough  to  keep  you  and  your  calculate] 
busy  for,  oh,  about  4  million  years. 

By  Russell  Mitchell  in  San  FranciscX 
ivitli  Gari/  McWilliams  in  Boston.  JolA 
Carci/  in  Washington,  Neil  Gross  in  Toky\ 
and  John  W.  Verity  in  New  York 


For  information  on  reprints  of  this  Special  Report,  cJ 
Business  Week  Reprints  at  609  426-5494,  or  write  Businel 
Week  Reprints,  P.O^  Box  457,  Hightstown,  N,J.  08520.  | 


WHAT?  CRAY  COMPUTERS  EATING  DUST? 


Cray  Research  Inc.  is  used 
to  being  on  top.  Since  1976, 
when  founder  Seymour 
Cray  first  shipped  his  ultra- 
fast  Cray  1,  the  company 
has  been  nearly  synony- 
mous with  supercomputing 
power.  Indeed,  Cray  Re- 
search made  an  astonishing 
657f'  of  the  advanced  super- 
computers in  use  today,  and 
engineers  and  scientists  still 
regard  its  technical  prowess 
I  with  awe. 
A  L  That's  what  makes  a  new 
advertising  campaign  by 
brash  upstart  nCube  Corp.  so  startling. 
The  ads  prominently  feature  an  assort- 
ment of  outmoded  technology,  in- 
cluding a  stone  tablet,  a  vintage 
manual  typewriter — and  a  Cray  1. 
BROKE  SLOWLY.  Cray's  usually  se- 
rene chief  executive,  John  A.  Roll- 
wagen,  is  annoyed  by  the  persistent 
criticism  that  powerhouse  Cray  Re- 
search is  late  getting  into  the  mar- 
ket for  massively  parallel  proces- 
sors. "I  guess  we'll  give  up,"  he 
growls  sarcastically.  But  he  doesn't 
deny  that  Cray  is  behind  in  MPPs. 
"Do  I  wish  we  had  a  product  on  the 
market  today?"  he  asks.  "Yes.  Do  I 
wish  we  had  started  a  little  earlier? 
Yes.  But  being  first  doesn't  take  the 
day.  We're  going  to  do  it  best." 

'To  get  there,  RoUwagen  last  year 
launched  an  MPP  research  team  run 
by  Steve  Nelson,  who  just  finished 
designing  the  company's  newest  su- 
percomputer, the  Y-MP  C90.  It  can 
do  some  parallel  processing,  which 
splits  calculations  over  many  proces- 
sors, but  it  will  be  used  mostly  to  han- 
dle data  sequentially,  one  calculation 
after  another.  By  1993,  Cray's  MPP  re- 
search will  bear  its  first  real  fruit:  an 
MPP  add-on  that  will  gang  together  as 
many  as  1,024  microprocessors. 


Cray's  long-term  plans  are  even 
more  ambitious:  It  wants  to  put  a  new 
twist  on  MPP  design  by  trying  to  make 
all  those  microprocessors  swap  infor- 
mation faster  than  other  MPP  comput- 
ers. To  help  accomplish  that,  Cray  Re- 
search plans  to  shorten  the  machine's 
internal  wiring  and  jam  the  processors 
closer  together.  The  method  is  more 
expensive,  but  Rollwagen  says  that  as 
a  result,  Cray  Research  by  1997  will  be 
the  first  company  to  make  a  computer 
that  can  sustain  1  trillion  operations 
per  second,  the  vaunted  teraflops. 

To  win  the  teraflops  race,  it  will 
have  to  beat  such  competitors  as  Intel, 
nCube,  and  Thinking  Machines.  And 
Cray's  late  start  doesn't  help.  The  com- 


pany resisted  mpp  until  recently  be- 
cause the  technology  was  a  big  depar- 
ture from  Cray's  roots.  New  tech- 
nology "is  always  a  challenge  for  any 
company  with  a  mature  product,"  says 
F.  Ron  Bailey,  director  of  aerophysics 
at  N.'VSA  Ames  Research  Center. 


It's  still  hard  to  think  of  a  Cray  su 
percomputer  as  a  mature  product. 
Throughout  the  last  decade,  Cray  ma- 
chines radically  changed  the  course  o: 
science  and  engineering,  allowing  sci-| 
entists  to  simulate  nuclear  blasts  in 
outer  space  and  engineers  to  fake  car] 
crashes. 

NOT  so  HOT.  The  key  to  the  technology 
was  Seymour  Cray's  work  in  vector! 
processing,  a  way  of  zapping  informa-] 
tion  through  computer  chips  10  times 
faster  than  was  previously  possible. 
Today,  that's  not  fast  enough:  "The 
days  are  numbered"  for  vector  ma-| 
chines,  says  David  M.  Tolle,  research! 
manager  for  emerging  technologies  at| 
Shell  Oil  Co. 

Now,  the  question  is  how  healthy 
Cray  Research  can  remain  until  itj 
moves  into  MPP.  Rollwagen  says 
that  because  it's  hard  to  develop 
.MPP  software,  vector  computing  will 
remain  a  strong  market  for  many; 
years.  That  will  help  Cray  Research: 
report  steady  increases  in  revenue 
and  earnings,  says  Barry  F.  Will- 
man,  an  analyst  at  Sanford  C.  Bern-i 
stein  &  Co.  In  1992,  he  projects, 
Cray  will  earn  $133  million  on  sales  i 
of  $937  million,  vs.  1991  projected' 
earnings  of  $111  million  on  sales  of 
$850  million. 

Meanwhile,  Seymour  Cray,  now 
66,  left  Cray  Research  in  1989  to  set 
up  Cray  Computer  Corp.  He's  work- 
ing on  a  vector  machine  that  uses 
ultrafast  but  expensive  gallium  ar- 
senide chips.  And  he  has  no  plans  to 
develop  MPP.  "Plenty  of  others  are 
doing  it.  We  want  to  make  a  unique 
contribution,"  explains  Cray  Com- 
puter President  Neil  Davenport.  The 
grand  old  man  of  supercomputers,  for 
one,  doesn't  think  MPP  is  the  only  way 
to  go. 

By  Russell  Mitchell  in  Chippewa  Falls, 
Wis. 
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FIGHTING 
FOR  OUR 

FUTURE 


SCIENCE  &  MATH  EDUCATION 
FOR  THE  21st  CENTURY 


Science  Teacher  Ered  Holtzclaw 
Has  Successfully  Created  Energy 
In  A  Classroom. 


In  the  nearly  20  years  that  Mr  Holtzclaw  has  been 
teaching  high  school  science,  he's  learned  a  lot  about  energy 
How  to  impart  enthusiasm,  for  instance.  The  hard  work 
needed  to  overcome  inertia.  And  most  difficult  of  all,  what 
to  do  about  bum-out. 

He's  not  alone.  Every  day,  teachers  all  over  the  country 
face  the  same  challenge. 

That's  why  Martin  Marietta  is  helping  to  underwrite  the 
Academy  for  Teachers  of  Science  and  Math  at  the  University 
of  Tennessee.  It's  an  intensive,  hands-on  program  of  study  for 
outstanding  teachers  of  all  grades  and  all  levels  of  experience. 

The  first  class  of  Martin  Marietta  Fellows  has  graduated. 
And  today,  they're  back  in  the  classroom— with  new  knowl- 
edge and  insight  to  benefit  their  students. 

At  Martin  Marietta,  we're  proud  that  we  can  join  with 
govemment  and  academia  to  suppon  President  Bush's  critical 
educational  initiative.  We  know  that  the  best  way  to  keep 
America  moving  ahead  tomorrow  is  to  keep  our  classrooms 
energized  today. 

6801  ROCKLEDGE  DRIVE.  BETHESDA,  MARYLAND  2081  7 
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Our  9  Wo 
Defect-Free  Record 
Would  Thrill  Other 
Compames.We,Though 

Won't  Even  Start 
lining  Until  99.99%. 

We  like  a  thrill  as  much  as  the  next  guy.  While  a  99.76%  defect-free  record  would  thrill  some,  we're 
holding  out  for  the  really  big  shivers.  They  come  at  the  almost  mythical  level  of  100%  reliabihty 

Were  almost  there.  For  example,  our  IBM  "Easy  strike*  ribbons  have  attained  a  consistent  level  of 
just  three  defects  per  million.  We  don  t  know  of  anyone  in  our  industry  who  has  achieved  this  degree  of 
reliability.  But,  we  can  do  better. 
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You  bought  an  IBM  machine  for  the  best 
performance  and  reliability  When  Lexmark 
reaches  100%  reliability  youU  have  more  than 
the  best.  And  our  quality  control  people  will 
have  one  heck  of  a  party. 

We  re  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
information,  to  order  products  or  to  find  the  dealer 
nearest  you,  call  1-800-IBM-2468.  (hi  Canada, 
call  1-800-465-1234.) 
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Exclusive  manufacturer  of  original 
IBM  typewnter  ribbons. 


IBM  IS  a  registered  Irademark  iif  Inlemaiicinal  Business  Machines  Ccirporalion  and  is  used  under  license  IBM  supplies  are  manufactured  and  dislnbuted  by  Lexmark  International.  Inc  under  license  from 
International  Business  Machines  Corporation  Lexmark  is  a  trademark  of  Lexmark  International,  Inc  ©  1^9 1  t^xmark  International.  Inc 
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Lamar  Alexander 

Secretary  of  Education 


t's  been  eight  years  since  the  National  Commission  on 
Excellence  in  Education  declared  us  "A  Nation  at  Risk." 
Yet  today,  most  of  our  education  trend  lines  are  still 
flat.  And  the  rest  of  the  world  will  not  sit  idly  by 
;ing  for  America  to  catch  up. 

■lowever,  we  have  made  a  start.  Last  year,  President  Bush 
the  nation's  governors  adopted  six  ambitious  education 
s.  One  of  these  goals  calls  for  American  students  to 
lonstrate  competency  in  certain  core  subjects:  English, 
hematics,  science,  history,  and  geography.  Another  calls 
our  students  to  be  first  in  science  and  mathematics  by 
year  2000. 

building  on  these  goals,  on  April  18  the  President  proposed 
AMERICA  2000  education  plan  as  a  strategy  for  achieving 
goals.  The  first  of  its  four  tracks  fosters  better  and  more 
mntable  schools  for  today's  students.  Through  a  15-point 
luntability  plan,  parents,  teachers,  schools,  and  communi- 
are  all  encouraged  to  measure  and  compare  results,  and  to 
,t  on  change  when  the  results  aren't  good  enough. 
)ne  key  point  in  the  AMERICA  2000  plan  is  to  develop 
onal  "world-class  standards"  lor 
1  of  the  five  core  subjects. 
)ther  is  to  produce  "American 
.ievement  Tests,"  a  new,  volun- 

nationwide  examination  sys- 

based  on  the  five  subjects.  Both 

be  developed  in  conjunction 
1  the  National  Education  Goals 
si,  made  up  of  governors  and 
linistration  officials  appointed 
'resident  Bush  and  the  National 
'ernors'  Association.  The  panel 

monitor  and  report  on  progress 
ard  the  national  goals. 

/Ve  should,  of  course,  distinguish  between  "national  cur- 
ium standards"  and  "national  curriculum."  There  is  an 
rely  appropriate  concern  that  our  strong  American  tradi- 
.  of  state  responsibility  for  education  and  local  control  of 
3ols  be  preserved  and  supported, 
have  recently  seen  first-hand  how  national  standards, 
?d  on  national  consensus,  can  be  developed  with  state 
local  autonomy  in  mind.  In  the  spring,  President  Bush 
I  participated  in  the  National  Summit  on  Mathematics 
essment,  a  meeting  of  educators,  test  developers,  and  pub 
3olicymakers  convened  by  the  Mathematical  Sciences 
ication  Board  of  the  National  Academy  of  Sciences. 


There  it  was  evident  that  mathematics  teachers,  independent 
of  federal  and  state  controls,  have  built  consensus  among 
the  mathematics  community,  the  education  community  at 
large,  parents,  and  public  policymakers  on  what  mathematics 
U.S.  students  need  to  know  and  be  able  to  do. 

Demanding  goals  and  standards  for  mathematics  have 
emerged  out  of  this  consensus  process  over  the  last  several 
years.  These  standards  define  a  coherent,  unifying  national 
vision  for  mathematics  education,  yet  provide  a  flexible 
framework  for  teachers,  schools,  districts,  and  states  to  use 
in  developing  new  mathematics  programs.  No  national 
curriculum  is  intended,  nor  do  states  and  localities  choosing 
to  use  these  new  standards  to  guide  revitalization  of  their 
mathematics  programs  perceive  them  as  such. 

Meanwhile,  mathematics  educators  have  begun  developing 
guidelines  for  examinations  and  accountability  systems  that 
can  give  students,  parents,  teachers,  schools,  and  communities 
the  information  they  need  to  ensure  good  teaching  and  learn- 
ing in  mathematics.  New  tests  are  needed  to  measure  the 
mathematics  skills  that  the  nation  now  knows  are  important 
for  America's  youth  —  those  described  in  the  "Curriculum 
and  Evaluation  Standards  for  School  Mathematics"  of  the 
National  Council  of  Teachers  of  Mathematics. 

Mathematics  teachers  want  tests  that  measure  how  well 
students  apply  computational  skills  to  solve  real  problems 
and  how  well  students  use  mathematics  to  reason,  and 
_  to  think  about  situations  they 

will  encounter  in  daily  life. 
Mathematics  teachers  also  want 
tests  and  accountability  systems 
to  help  them  realize  the  high 
expectations  they,  and  the  nation, 
have  for  the  mathematics  achieve- 
ment of  our  youth. 

The  President  and  I  salute  the 
mathematics  education  commu- 
nity. It  is  proving  that  national 
goals  based  on  world-class  stan- 
dards are  possible  in  America  with- 
out changing  our  legal  practice  of 
the  states'  responsibility  for  education  and  our  traditional 
practice  of  local  control  of  schools. 

Furthermore,  mathematics  educators  are  showing  that 
national  standards  need  not  homogenize  us,  establish  a 
"national"  curriculum,  nor  enforce  such  a  curriculum  with  a 
single  "national"  test. 

Such  work  in  the  other  four  core  subjects  is  moving  along 
more  rapidly  now  that  one  successful  model  is  under  way. 

Lamar  Alexander  became  U.S.  Secretary  of  Education  in  March. 
He  is  a  former  two-term  governor  of  Tennessee  and  a  former  presi- 
dent of  the  University  of  Tennessee. 
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A  PLAGUE 


NUMBERS 


"I'm  a  people  perse^n,  not  a  numbers  person." 

"All  those  equations  give  me  a  headache." 

"I'm  going  to  be  a  history  teacher.  Why  do  I  need 
to  study  science?" 


ulU  arc  the  laments  of 
a  .generation  for  whom 
fear  iif  seience  and 
mathematics  has 
become  as  common- 
place as  the  fear  of 
ht'i^hts  or  i^lark  places.  Millions  of  peo- 
ple —  children  and  adults  alike  —  run 
from  even  the  mention  of  things  scien- 
tific or  mathematical. 

"We've  always  been  told  politics  and 
religion  aren't  polite  topics  for  dinner 
conversation,"  remarks  Alexandria,  N'a., 
mathematk  ian  Bruce  Anderson.  "Well, 
brinu  op  mathematics  and  see  how  fast 
the  table  (.  lears." 

This  spreading  aversion  to  mathe- 
matics —  John  Allen  Parilos  calls  it 
"mniimeracy,"  after  the  titk'  of  his  1988 
best-seller  —  is  the  new  agnosticism  of 
our  age.  As  a  people,  we  accept  that 
mathematics  exists,  but  tew  of  us  seek 
to  understand  it. 

"hmumeracv  .  .  .  plagues  far  too 
manv  otherwise  knowledgeable  citi- 


zens," argues  Paulos,  a  professor  of 
mathematics  at  Temple  University  and 
most  recently  the  author  of  Beyimil 
NuDienicy.  "In  fact,  unlike  other  failings 
which  are  hidden,  mathematical  illitera- 
cy is  often  flaunted:  'I  can't  even  bak 
ance  my  checkbook.' .  .  .  Or  'I  always 
hated  math.' " 

Not  only  math,  but  science,  too,  suf- 
fers from  this  willing  ignorance.  George 
Mason  University's  Robert  f^azen  and 
James  Tref  il  have  studied  this  phe- 
nomenon for  years,  with  distressing 
results.  "Every  university  in  the  country 
has  the  same  dirty  little  secret,"  they 
write  in  their  book  Science  Miitters.  "We 
are  all  turning  out  scientific  illiterates." 

SIGNS  OF  ILLITERACY 

The  signs  o{  this  scientific  and  mathe- 
matical illiteracy  are  all  around  us: 

Item:  Recent  surveys  show  that  a 
mere  5'Xi  of  the  American  public  is  sci- 
entifically literate,  down  from  1%  in 
1979,  and  that,  in  math,  most  high 
school  graduates  have  mastered  no 
more  than  simple  arithmetic. 

Item:  According  to  the  latest 
national  science  and  math  tests,  only 

of  high  school  seniors  are  prepared 
for  basic  college  science  courses,  and 
only  5'Xj  for  beginning  college  math. 
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Item:  Only  5%  of  high  school 
seniors  possess  advanced  mathematical 
problem-solving  skills,  and  barely  6"/n  of 
llth-graders  can  draw  conclusions  from 
scientific  data. 

Item:  More  than  half  of  high  school 
graduates,  says  a  report  published  this 
past  July  by  the  U.S.  Labor  Secretary's 
Commission  on  Achieving  Necessary 
Skills  (SCANS),  also  lack  the  sophisti- 
cated information-processing,  commu- 
nications, teamwork,  and  analytical- 
thinking  skills  that  most  of  the  coming 
decade's  jobs  will  require. 

Nor  have  the  educational  reforms  of 
the  past  two  decades  done  much  to 
turn  things  around.  Average  science 
and  math  test  scores  have  barely 
changed  among  the  youngest  students 
since  the  early  1970s,  and  are  uniform- 
ly lower  among  high-school  seniors. 


Science  &  Math 
Report  Card 


17  YEAR  OLD  STUDENTS 


SCIENCE 


MATH 


300  mm  ^ 
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Djt.)  not  itrictly  tompjr.ihlc  to  c.niK-r  yi'drs. 

SCIENCE:  200  -  Simple  Scientihc  PrinLiplcs, 
250-  Basic  Applications,  300-AnjlvMs  of  Procedures 
&  D,ita 

MATH:  200 -Beginning  Skills,  250- Beginning 
Problem  Solving,  300- Moderately  Complex  Reasoning 
Source:  National  Assessment  of  Educ.ttional  Progress 


Nationwide,  in  not  one  state  does  the 
average  eighth-grader  now  perform,  at 
grade  level  in  mathematics.  And  on  the 
Scholastic  Aptitude  Test,  high  school 
seniors'  math  scores  in  1991  dropped  for 
the  first  time  since  1980,  and  have  fallen 
to  24  points  below  their  level  a  quarter- 
century  earlier. 

RISING  SKILL  DEMANDS 

These  numbers  are  frightening  —  and 
well  they  should  be.  Scientific  and 
mathematical  literacy,  and  the  thinking 
skills  these  subjects  impart,  are  no 
longer  a  workplace  amenity.  They  are 
the  hands  and  backbones  of  the  future 
work  force.  A  century  ago,  a  farm  or 
factory  could  hardly  have  hired  a  labor- 
er lacking  quick  hands  and  a  strong 
back.  Today,  employers  can  no  more 
af  ford  to  hire  workers  who  lack  a 
quick  mind  and  a  strong  grounding  in 
science,  math  and  problem-solving. 

This  principle  clearly  applies  to  fast- 
growing  high-technology  fields  like 
computers,  environmental  science,  and 
biotechnology.  But  it  isn't  just  scientists 
and  engineers  who  need  to  be  profi- 
cient in  these  subjects.  Science,  mathe- 
matics, and  problem-solving  have 
become  vital  aspects  of  the  education 
of  every  potential  worker  in  the  United 
States.  Observes  California  Superin- 
tendent of  Public  Instruction  Bill 
Honig  in  List  Clniui  e  for  Our  Children, 
"Math  is  integral  to  nearly  every  line  of 
work  —  from  the  farmer  determining 
what  mix  of  crops  to  grow  next  spring 
to  the  urban  planner  predicting  the 
rush-hour  transportation  load  15  years 
in  the  future  or  the  laid-off  factory 
worker  training  for  a  new  job." 

All  told,  according  to  the  Hudson 
Institute's  Workforce  2000  study,  the 
proportion  of  jobs  requiring  the  equiva- 
lent of  four  years  of  high  school  math- 
ematics will  be  60'X)  greater  in  the 
1990s  than  it  was  in  the  1970s,  while 
the  proportion  where  only  rudimen- 
tary math  skills  are  used  will  decline  by 
as  much  as  half.  The  need  for  scientific 
understanding  will  rise  sharply  as  well. 


THINKING  FOR  A  LIVING 

More  than  higher  technical-skill  levels 
will  be  needed  for  the  future  work 
force,  however.  As  the  SCANS  report 
suggests,  a  different  type  of  skills  will  be 
demanded:  higher-order  thinking  skills. 


"U.S.  science  and. 
math  education  is 
a  disaster  area. 
The  data  are 
overwhelming 
documented  in 
hundreds  of  reports." 

Leon  M.  Lederman 

President,  Amencan  Association 
for  the  Advancement  of  Science 
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"What  firms  need  today,"  contends 
German  industrial  scientist  Wolfgang 
Streeck,  "are  not  just  skills,  but  broad  and 
unspecific  skills;  not  just  'functional' 
skills  dedicated  to  a  specific  purpose  . . 
but  skills  as  a  generalized  . . .  resource 
that  can  be  put  to  many  different  and, 
most  importantly,  as  yet  unknown 
future  uses." 

This  transformation  in  the  nature 
of  required  thinking  skills  stems  large- West 
ly  from  the  continuing  spread  of  |'ate, 
advanced  technology.  Such  technologyM(|p| 
it  is  often  noted,  makes  workers  more  m(\i^ 
productive  by  allowing  them  to  turn 
out  more  of  a  product  or  service  in  a 
given  length  of  time.  But  that's  only 
part  of  the  story.  New  or  enhanced 
technology  doesn't  just  save  labor,  but 
routine,  thoughtless  labor. 

A  fully  automated  assembly  line,  foi 
instance,  permits  an  auto  worker  to 
spend  less  time  attaching  part  A  to  pan 
B  and  more  time  on  quality  control, 
while  a  computer-aided  drafting  pro- 
gram permits  an  architect  to  devote  j 
more  energy  to  dreaming  up  town- 
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r  society  is  changing.  So  AT&T  is 
ing  a  fresii  approach  to  effect 
nge  in  our  communities.  We're  get- 
;  closer  to  the  heart  of  society— tlie 
lily  By  supporting  a  network  of 
ith,  social  action  and  education  pro- 
ms, we're  helping  to  improve  the  quality 
ife  for  families,  children,  and  ultimately 
everyone. 


ividing  Alternatives 


ini  Martinez's  mother,  Marianna,  has 
ded  to  stay  in  school  until  she  graduates 
Young  Parents  Resource  Network 
UN)  is  making  that  choice  easier  for 
anna  and  other  teen  parents  in  two 
ago  communities. 

jing  and  equipment  from  AT&T  made 
ssible  to  create  YPRN.  YPRN  enables 
ig  parents  to  complete  their  edu 
)n  by  helping  to  remove 
acles  like  inadequate 
are,  clothing  or 
1,  or  problems 
le  classroom 
f  Thanks  to 
N  and  other 
[-supported  pro- 
is  nationwide,  the 
re's  looking  brighter 
nore  teen  parents. 
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Human  Electronics -Technology  for  the  Benefit  of  Mankinc  i 


Of  all  the  triumphs  at  the  1992 
Olympic  Games,therel5  one 
you  can  experience  in  your  home. 
Panasonic  Digital  Video  Technology 


A  pistol  is  fired.  Bodies  are  set  in  motion. 
All  eyes  are  focused  on  the  Olympic  ath- 
letes. Behind  the  scenes  there's  a  gruel- 
ing contest  you  won't  see.  Covering  the 
Olympic  Games  requires  the  agility  of  an 
athlete.  To  help  broadcasters  like  NBC, 
Panasonic  introduced  the  D-3  1/2-inch 
Digital  Video  System.  Its  camera/ 
recorder  is  small,  light  and  allows  for 
more  spontaneous  coverage.  Since  it  s 
digital,  its  image  has  incredible  quality. 
While  Panasonic  Digital  Technology 
helps  bring  the  excitement  of  the  Barce- 
lona Olympic  Games  to  your  home,  it  s 
also  helped  us  develop  a  new  camcorder 
for  your  home.  One  so  small  it  fits  in  the 
palm  of  your  hand. 


DIGITAL  VIDEO  RIVALS  REALITY. 

At  the  1992  Olympic  Games,  world  records  will 
be  broken.  New  standards  of  excellence  will  be 
set.  But  of  all  the  triumphs,  there's  one  you  may 
not  read  about.  But  you'll  see  it  and  hear  it  every 
time  you  watch  the  Olympic  Summer  Games- 
Panasonic  Digital  Video  Technology. 

The  Panasonic  D-3  1/2-inch  Digital  Video 
System  includes  a  lightweight  Digital  Camera/ 


Recorder  and  Digital  Studio  VTRs.  They  make 
keeping  up  with  the  quick-paced  Olympic 
Games  easy.  And,  with  the  D-3  system,  tapes 
can  be  dubbed  and  edited  without  any  video  or 
audio  degradation.  The  result  is  a  sharper  pic- 
ture, better  sound  and  improved  coverage  of  the 
Olympic  Games. 

PROFESSIONAL  VIDEO  COMES  HOME. 

The  engineering,  design  and  thinking  behind 
Panasonic's  Professional  Digital  Video  Tech- 
nology have  had  a  strong  impact  on  our  home 
VCRs.  TVs  and  camcorders.  For  instance,  the 
Panasonic  PV-41  Palmcorder"  camcorder  is 
incredibly  small,  light  and  easy  to  handle.  And 
it  too  has  digital  technology.  Its  Digital 
Electronic  Image  Stabilizer  electronically  helps 
hold  the  picture  steady  when  you  can't  hold 
the  camcorder  steady.  It  also  has  an  advanced 
12  to  1  digital  zoom. 

HUMAN  ELECTRONICS. 

Digital  video  technology  that  can  capture  the 
excitement  of  the  Olympic  Games  is  at  the  core 
of  what  we  call  Human  Electronics.  Every  day 
we  dedicate  ourselves  to  creating  new  technolo- 
gies and  marketing  new  products  that  make  life 
richer,  safer  and  more  comfortable.  This  dedica- 
tion results  in  a  single-minded  philosophy;  Don't 
create  technology  for  technology's  sake,  but  for 
man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 


"We're  a  small  human  resource 
consulting  firm,  and  we  can't 
afford  to  make  mistakes." 

"So  when  1  called  Pitney 
Bowes.  I  was  very  clear  about 
what  I  was  looking  for  in  a 
mailing  system.  I  wanted  to 
know  when  it  could  be 
delivered,  how  much  it 
would  cost  and  what  kind 
of  service  commitment  they 
were  willing  to  make." 

"Our  Pitney  Bowes 
representative  quoted  me  a 
price,  explained  the  service 
contract  and  promised  me  a 
system  in  two  weeks. ..then  wrf 
shook  on  our  agreement.  Wellnr 
1  went  away  on  a  business 
trip. ..and  when  1  returned  four 
days  later,  our  new  Pitney 
Bowes  meter  and  scale  were 
up  and  functioning." 

"I  was  elated.  It  was  a 
very  pleasant  surprise  to  see 
that  a  large  company  like 
Pitney  Bowes  would  treat  a 
small  customer  with  such 
professionalism  and  courtesy 

"A  lot  of  companies  preach 
customer  service.  Pitney 
Bowes  delivers." 


At  Pitney  Bowes,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  l->usiness.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  hack  it  up  with 
our  Customer  Satisfaction 
Guarantee)"  For  more 
information,  call  1-800- 
MR  BOWES  e.\-t.  3068. 
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"Pitney  Bowes  went  above  and 
beyond  the  call  to  serve  our 
mailing  needs.  They're 


ftruir. 
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an  exceptional 
company." 


George  Anderson 

Vice  President,  Executive  Recruiting 
Gans,  Gans  and  Associates 
Chicago,  Illinois 
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>r  designs  and  less  Ui 
iwing  doors  and  windows, 
le  same  way,  eompiiters 
ee  the  need  for  numerical 
ilation  skills,  leaving  ana- 
more  time  to  search  for 
?rns  in  their  data, 
echnology,  in  other  words, 
ezes  the  non-thinking  tasks 
work,  and  so  places  a  pre- 
11  on  employees'  intellectual 
particularly  their  ability  to 
ire,  organize,  and  interpret 
'mation. 

1  such  circumstances,  mere- 
lowing  a  few  scientific 
,  and  mathematical  formu- 
■  the  commonly  under- 
d  definition  of  science  and 
1  literacy  —  isn't  enough.  In 
)rld  of  rapidly  changing 
nologies,  incomplete  and 
^rtain  information,  and 
redictable  events,  the  rules  tor  suc- 
aren't  fixed.  Hence,  employees  at 
■vels  must  be  able  to  do  more  than 
petently  apply  a  given  mathemati- 
ir  scientific  procedure;  they  must 
,v  when  to  apply  these  procedures, 
which  ones  to  use. 
sychologists  call  this  decision-mak- 
;apacity  "meta-cognition,"  or  the 
ty  to  use  higher-order,  more 
'act  knowledge  [analysis,  inductive 
3ning,  etc.)  to  act  upon  lower-order, 
e  concrete  knowledge  (facts  and 
lulasj.  Just  as  industrial-age  work- 
lad  to  learn  how  to  assemble  other- 
useless  components  into  a  func- 
il  final  product,  information-age 
<ers  increasingly  must  learn  how  to 
nble  otherwise  sterile  facts  and  for- 
.is  into  a  coherent  plan  of  action. 
y  must  become  masters,  rather 
.  servants,  of  information, 
uch  a  requirement  erases  a  key 
nction  between  higher-  and  lower- 
I  employees  that  has  existed  since 
advent  of  the  assembly  line.  In  the 
,  most  workplaces  were  organized 
a  virtual  caste  system,  in  which 
intellectual  elite  invested  their 


brainpower  m  the  production  process 
and  those  on  the  production  line  their 
physical  strength  and  dexterity.  No 
more.  As  Marc  S.  Tucker,  president  of 
the  National  Center  on  Education  and 
the  Economv,  has  put  it  in  llic  W'lill 


"Science  and 
nidtli  lire  tlie  fuel 
that  drives 
America's  economic 
competitiveness." 

Edward  C.  MacEwen 

PivsidiMit,  CjI  I"  l  oiiiuiatum 


Street  Unirnal,  we  must  now  become 
an  entire  "nation  of  peofile  who  can 
think  for  a  living." 

OUT  OF  THE  RANGE 

There  is  an  e\'cn  more  pressing  rea- 
son for  this  injunction  than  the  state 
of  technology:  the  state  of  the  compe- 


tition. Already,  the  United 
States  is  in  a  precarious  posi- 
tion internationally  —  and  mat- 
ters are  getting  worse.  Tests 
of  students  from  at  least  a 
dozen  countries  and  Canadian 
provinces  place  U.S.  youths 
ninth  {o{  13)  in  physics,  12th 
(of  14)  in  chemistry,  and  dead 
hist  in  biology  and  mathemat- 
ics. Fully  one-half  of  .Japanese 
high-schoolers  can  perform 
mathematics  that  a  mere  5'Xi  of 
U.S.  students  can.  As  Univer- 
sity of  Chicago  sociologist 
James  Coleman,  one  of  the 
nation's  foremost  education 
experts,  has  observed,  the 
United  States  is  simply  "out  of 
the  range"  in  these  academic 
areas  in  among  the  industrial- 
ized nations. 

How  can  American  busi- 
ness continue  to  compete  with  over- 
seas firms  whose  work  forces  are  so 
much  more  technically  and  intellectu- 
ally proficient^  The  answer  is,  it  can't. 
If  the  information-age  economy 
demands  workers  who  think  for  a  liv- 
ing, and  a  large  majority  of  new 
employees  (dnnot  think  with  the 
speed,  flexibility,  and  creativity  that 
most  new  jobs  will  rec]uire,  then  U.S. 
firms  will  not  be  able  to  match  the 
competition. 

It's  that  simple.  If  the  c]uality  of 
companies'  most  important  productive 
input  continues  to  erc~)de,  so  will  the 
quality  of  their  output.  The  resulting 
loss  of  America's  competitive  edge  may 
not  be  swift  nor  immediately  noticed, 
but  it  will  be  nonetheless  certain.  And 
because  it  takes  at  least  two  decades  to 
grow  a  new,  intellectually  adept  work- 
er, falling  behind  will  be  a  virtual  guar- 
antee of  something  else:  a  guarantee  of 
staying  behind,  perhaps  for  good. 

That  is  the  real  cost  of  our  scientific 
and  mathematical  illiteracy.  It's  the  rea- 
son why  American  business,  faced 
with  this  predicament,  truly  is  "fight- 
ing for  our  future."  ■ 
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ONE  CLASSROOM 
AT  A  TIME 


If  c'lementary-schodl  math- 
ematics instruction  is 
^oin^  to  survive  to  me  t 
the  demands  of  tht'  2  ^^t  cen- 
tury, it  will  W-  people  like 
Patricia  Ki'nschaft  who 
make  the  chtteience. 

Kensi^haft,  a  piotessiir  of 
matheniatn_s  at  Montclair 
Stati.'  (/olle^e  in  Upper 
MontLlaii,  N.k,  is  director  of 
the  Tronxt  for  Resourceful 
histruetion  of  Mathematics  in 
Elementary  School  (PRIMES), 
now  operating  in  nine  New 
Jersey  school  districts.  But 
that's  just  her  official  title. 
Kens^haft  is  really  an  insur- 
,^ent,  a  hlunt-spoken  guerrilla 
leader  in  the  war  against  what 
she  calls  the  "drill  and  kill" 
mathematics  of  the  traditional 
elementarv-school  curriculum. 

"Mathematical  illiteracy 
in  our  young  people  is 
cxtremelv  serious,  probably 
much  worse  than  the  test 
scores  indicate,"  Kenschaft 
says.  "I've  seen  whttle  classes 
of  fifth-graders  who  can't 
tell  the  difference  between 
one-half  and  one-third." 

The  problem,  she  explains, 
is  that  "most  kiefs  today  don't 
li'arn  the  I  undamental  i.on- 
ceptsiif  what  numbers  are  or 
why  they're  im[ioitant.  If  kicfs 
don't  understand  the  meaning 
of  '3,' "  she  says,  "endlesslv 
di  illiiT^  them  in  '5  +  h'  does 
nothing  but  drive  them  away." 

'TEACH  US  MATH!' 

While  many  i  hilLh\'n  come 
to  school  grievousl\  unpre- 
pau'd  for  learning  math, 
Kenschaft  places  a  large 
share  of  the  blame  for  poor 
math  achievement  on  the 
educational  establishment 
itself.  She  points  to  research 
by  Elizabeth  kennema  at  the 


Uniwrsity  cif  Wisconsin 
sho\ving  that  most  kids  in 
Madison,  Wis.,  schools  were 
better  mathematical  prob- 
lem-solvers at  the  beginning 
of  first  grade  than  at  the  end. 

"Children,"  Kenschaft 
contends,  "|ust  aren't  feeing 
taught  K-3  math  in  a  decent 
way.  So  they  don't  learn. 
And  if  thev  don't  under- 


states require  zero  credits. 

"I've  spoken  to  cap.tive 
audiences  of  elementary- 
school  math  instructors 
screaming  for  help  —  people 
who  spontaneously  begin 
chanting  'teach  us  math!' " 
And  what  do  their  schools 
do^  Most  often,  she  says,  they 
demand  that  teachers  pay  for 
anv  advanced  training  in 


stand  these  basics  by  fifth 
grade,  there's  almost  nothing 
I  i.an  do  to  reach  them." 

Cne  of  the  main  causes 
of  this  inadec|uate  instruction, 
Kensthaf  t  believes,  is  the  exis- 
tence of  "a  whole  i.adre  of 
early-elementary  teai.heis  who 
don't  know  the  math  they're 
t'xpected  to  teaeh,  and  don't 
have  the  financial  or  political 
support  for  learning  it." 

Indeed,  yirtually  none  of 
the  K-3  classes  she's  visitt'd 
has  ha(.l  a  well-preparecJ 
math  teacher.  One  reason: 
No  state  rec|uires  more  than 
12  credits,  or  four  college 
courses,  for  teaching  elemen- 
tary-si.hool  math.  Some 


math  themselves  —  as  if  the 
teachers  alone  will  benefit. 

AN  OBVIOUS  JOY 

I'rof essor  Kenschaft  believes  a 
news  media  that  often  triviak 
izes  the  importance  of  mathe- 
matical knowledge  —  helps  to 
nurture  an  educational  sys- 
tem that  allows  such  acacfem- 
ic  atrocities  to  persist.  But 
through  PRIMES,  Kenschaft 
and  program  originator  Eouis 
Giglio  are  trying  to  turn  that 
situation  around,  one  class- 
mom  at  a  time. 

Acting  as  mathianatkal 
teaching  consultants, 
Kenschaft  or  one  of  her  col- 
leagues visits  early-elemen- 


tary classes  an  average  of 
once  a  week  to  lecture  on 
topics  that  are  causing  teach- 
ers or  students  difficulty. 
On  one  occasion,  Kenschaft 
spent  a  full  30  minutes  exam- 
ining the  concept  of 
"betweenness,"  until  students, 
who  had  no  idea  what  it 
meant  to  say  "5  is  between  4 
and  b,"  finally  realized  that 
each  number  represents  a  dif- 
ferent cjuantity  —  an  essential 
prerequisite  to  understanding 
addition  and  subtraction. 

Beyond  these  demonstra- 
tion lessons,  Kenschaft  and 
her  colleagues  help  teachers  | 
explore  a  variety  of  effective 
instructional  techniques, 
including  numerical  game- 
playing,  cooperative  study- 
ing, writing  and  talking 
about  math,  and  rec|uiring 
students  to  take  responsibili- 
ty for  their  own  rote  learn- 
ing. Most  importantly,  she 
urges  teachers  to  "provicie 
their  classes  with  challenging, 
interesting  problems  —  then 
give  the  kids  enough  time  to 
solve  them  —  so  they  learn  t 
tolerate  frustration,  and  learn 
that  patience  is  worthwhile." 

The  approach  clearly  pays 
off.  In  one  surburban  district 
using  these  new  methods, 
average  math-test  scores 
jumped  lU  percentiles  in  a 
single  year.  In  another  district 
—  in  inner-city  Newark,  N  J.  - 
economically  disadvantaged 
third-graders  are  now  achiev- 
ing near  the  fifth-grade  level. 

Rut  there's  an  even  more 
heartening  result  than  higher 
test  scores,  Kenschaft  says.  It'' 


the  "obvious  joy"  that  teach- 
ers and  students  exposed  to 


."xpose 

these  methods  begin  to  take 
in  mathematics  —  often  for 
the  first  time.  ■ 
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Smart  career  paths 
start  with  a  dream. 


It  starts  with  a  love  of  cars  and  trucks.  What  makes  them  work.  What  keeps  them  working. 
Ultimately  it  can  become  a  career  in  a  world  of  sophisticated  automotive  technology.  A 

rewai-ding  career  as  a  GM  dealership  automotive  technician. 

A  career  path  as  a  dealership  teclinician  can  take  a 
number  of  directions.  It  can  lead  to  computer  diagnostics  in  a 
GM  dealership  service  bay,  to  a  service  management  position... 
even  to  the  pit  area  at  a  major  motorsports  event.  Wherever 
it  leads,  you'll  find  satisfaction,  respect  and  excellent  opportunities  for  growth. 

GM  leads  the  industry  with  tlie  most  extensive  technician  training  network  in  the  U.S., 
including  37  GM  training  centers  and  170  educational  centers.  Our  dealer  technicians  also 
earn  two-year  college  degrees  in  automotive  technology. 

At  GM  we  believe  in  young  people.  And  their  dreams.  That's  why  we 
provide  the  means  and  guidance  to  help  make  those  dreams  reality. 


Serviculochriologv  Group 
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A  CALL 

TO  NUMERACY 


By  John  Allen  Paulas 

It  would  Ix'  [ Liiiny,  if  it 
weren't  so  sad.  Every 
other  week,  it  sivms,  a 
new  report  on  the  dismal 
mathematics  performance  of 
American  students  is  an- 
nounced hy  some  distinj^uish- 
ed  commission.  Perfunctory 
expressions  of  alarm  pour 
forth,  after  which  the  subject 
is  promptly  forgotten  —  until 
yet  another,  more  alarming 
report  is  issued. 

Breaking  the  inertial  cycle 
will  not  be  easy.  Too  many 
of  us  don't  consider  mathe- 
matics to  be  all  that  impor- 
tant. Pious  lip  service  aside, 
few  in  America  appreciate 
the  pervasive  nature  of 
mathematical  thinking  and 
its  value  to  the  social  and 
economic  future  of  our 
country. 

WHY  STUDY  MATH? 

One  occupational  hazard  of 
being  a  mathematician  is 
that  I'm  often  challenged  to 
come  up  with  practical  rea- 
sons to  study  mathematics. 
The  word  "practii  al"  is  slip- 
pery, of  c(Hirse,  but  tti  nn)st 
peo)ile,  "practical"  means  eco- 
nomically useful.  And  it  is. 

Arithmetic  is  indispens- 
able to  commerce  and  busi- 
ness compt'titiveness;  this 
has  bc>en  true  I  rom  j^rehis- 
toric  tally  systems  through 
double-entry  bt)okkeeping  to 
modern  spreadshei  ts.  Calcu- 
lus and  differential  equations 
have  been  essential  to  most 
fii'lds  of  science  ancf  engi- 


neering from  their  Newton- 
ian inception  in  the  17th 
century.  Statistical  notions 
are  necessary  for  quality 
control,  scientific  inference, 
and  economic  research. 

This  rough  overview  is 
familiar.  Less  familiar  are  the 
myriad  interconnections 
among  mathematical  ideas 
and  applications.  The  expo- 
nential function,  for 
instance,  describes  the 
growth  of  money  in  an 
interest-bearing  account  and 
the  proliferation  of  bacteria 
in  a  petri  dish  as  well  as  the 
decay  of  radioactive  urani- 
imi  and  the  decline  in  the 
taste  of  a  stick  of  gum. 
[Unfortunately,  the  half-life 
of  the  latter  is  shorter  than 
that  of  the  former.)  Henoit 


Mandelbrot's  fractals  pro- 
vide a  trendier  instance  of  a 
ubicjuitous  mathematical 
idea.  These  odd  shapes  can 
be  used  to  characterize 
jagged  coastlines,  the  rough 
bark  of  trees,  the  fluctuations 
in  commodities  prices,  the 
spongy  interiors  of  lung  and 
intestinal  tissues,  and  the 
many  other  contours  in 
nature  that  have  characteris- 
tic zigzags  at  virtually  every 
scale  one  examines. 

WORKERS,  CITIZENS, 
HUMANS 

We  coulci  go  on  mdefinitely 
with  such  mathematical 
applications,  but  I  think  it's 
important  to  emphasize  the 
non-(.'conomic  reasons  to 
study  the  subject  as  well. 


These  concern  comprehen-f  !| 

sion  of  those  mathematical  r 

ideas  essential  to  an 

informed  and  effective  citi„  , 
,    .  .   1      je  blithe 

zcnry  —  basic  numerical 

skills,  including  an  ability  t 

estimate  magnitudes,  and  a 

grasp  of  probability,  statis-  ™ 

tics,  and  risk  assessment. 

They  also  involve  consider! 

tions  of  curiosity,  beauty,  pla 

fulness,  and  u>isdom. 

The  dollars  and  cents  cc ' 
of  mathematical  ignorance 
measured,  in  part,  by  peop 
who,  though  they  can  mul' 
ply  and  divide,  don't  know 
when  to  do  one  or  the  oth  " 
cashiers  who  are  flummox(  '''"'^'f 
by  discounts  and  sales  taxe 
photographers  who  can't 
calculate  correct  ratios  and 
proportions,  nurses  who 
have  difficulty  determinin 
appropriate  dosages,  and 
qualitv-control  managers 
who  don't  understand  sim- 
ple statistical  concepts.  A 
shortage  of  mathematicallyf™'^'?' 
talented  individuals  is  also 
primary  factor  in  the  U.S.'s 
ck\  lining  world  position  in 
many  new  scientific  tech- 
nologies, among  them  fuel- 
efficient  engines,  optical 
glasses,  industrial  instrumei  "f^^t 
tation,  laser  devices  and  eleP"'® 
tronic  consumer  goods. 

The  social  costs  of  our 
mathematical  naivete  are 
harder  to  gauge,  but  surely 
demagogues  yearn  for  peo- 
ple who  can't  recognize 
trade-offs  between  higher 
speed  limits  [more  econom 
cal  transportation]  and 
lower  ones  [fewer  highway  *'-iJt 
deaths);  who  lack  a  visceral^' 
feel  for  the  difference 
between  millions  of  dollars 
for  some  cultural  project 
.ind  hundreds  of  billions  of^ 
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rs  for  the  savings-and- 
bail  out;  or  who  become 
lectic  over  a  rare  and 
scule  technological  risk 
!  blithely  accepting 
nous  everyday  hazards, 
eciation  tor  abstract 
rns  and  symmetries  is 
ult  to  convey,  but  only 
dgen  of  probability  is 
id  to  show  that  univer- 
andatory  drug  testing 
nevitably  lead  to  a  ver\ 
percentage  of  false  posi 
esults  (and  hence  to  a 
number  of  ruined 
rs).  My  point  is  not,  of 
e,  to  recommend  any 
:ular  policy  but  merely 
derscore  that  some  facil- 
r  mathematics  is  essen- 
)  policymakers  and  citi- 
ilike. 

:ONCEPTIONS 

UT  MATHEMATICS 

ning  this  facility,  how- 
is  made  less  likely  by 
inceptions  about  math- 
ics  that  are  as  incapaci- 
l  as  is  poor  classroom 
iction  in  the  subject, 
obably  the  most  harm- 
lisconception  is  that 
ematics  is  essentially 
)utation.  This  is  roughly 
alent  to  believing  that 
ig  essays  and  typing 

up  are  the  same  thing, 
misguided  identification 
ithematics  with  arith- 
:  computation,  prevents 
3m  giving  the  develop- 

of  higher-level  thinking 
the  prominence  it 
ves.  Most  students  [and 

adults  in  corporate 
rica)  can't  interpret 
IS,  don't  comprehend 
ibilistic  and  statistical 

have  great  difficulty 
anything  but  the  sim- 


plest of  problems,  rarely  esti- 
mate or  compare  magnitudes, 
and,  most  troubling  of  all  in 
a  free  society,  hardly  ever 
develop  an  analytic,  skeptical 
attitude  toward  numeric,  spa- 
tial, and  quantitative  data  or 
conclusions.  Can  anyone 
argue  that  these  abilities  are 
irrelevant  to  America's 
future^ 

Another  misconception 
about  math  is  that  it  is 
strictly  hierarchical:  First 
comes  arithmetic,  then  alge- 
bra, then  calculus  and  differ- 
ential equations,  followed  by 
abstract  algebra,  complex 
analysis,  and  so  on.  There  is 
undoubtedly  a  cumulative 
aspect  to  certain  parts  of 
mathematics,  but  it  is  less 
significant  than  many  think. 
I  find  that  I  can  often 
explain  difficult  new 
notions  in  probability,  topol- 
ogy, or  set  theory  to  people 
who  might  have  difficulty 
determining  what  percent 
20  is  of  45.  Invariably,  these 
self-styled  innumerates 
attribute  their  insights  to 
elementary  logic  or  to  com- 
mon sense,  steadfastly  reserv- 
ing the  term  "mathematics" 
for  routine  computation. 


Sometimes  their  unwarrant- 
ed belief  in  hierarchy 
extends  to  speed  of  compu- 
tation, and  they  exchange 
curious  glances  when  I'm 
slow  at  the  ultimate  mathe- 
matical task:  totaling  the 
restaurant  bill  and  adding 
\5%  to  its  sum. 

A  third  misconception 
concerns  what,  for  lack  of  a 
better  term,  I'll  call  story- 
telling. An  effective  educa- 
tional tool  since  ancient 
times,  story-telling  puts  the 
subject  into  context,  exem- 
plifies its  limitations,  and 
succinctly  lays  out  some 
salient  idea.  The  mistaken 
view  that  math  and  narra- 
tive are  disparate  activities 
may  explain  why  this  obvi- 
ous approach  is  rarely 
employed  in  mathematics 
education.  Yet  if  teachers 
first  illustrated  and  imbed- 
ded the  mathematics  in  one 
or  two  familiar  contexts  (lot- 
teries, sport  records,  puzzles, 
and  the  like),  most  students 
would  see  the  subject  to  be  a 
natural  extension  of  logic 
and  common  sense.  Master- 
ing tables,  formulas,  and  algo- 
rithms thus  would  acquire  a 
rationale:  the  techniques  em- 


ployed are  merely  a  mech- 
anical means  to  a  solution. 

Parental  expectations  can 
be  effective  in  thwarting  the 
effects  of  the  next  miscon- 
ception: the  notion  that  only 
certain  eccentric  "nerds"  have 
an  aptitude  for  mathematics. 
Although  it  is  undoubtedly 
true  that  some  people  have 
considerably  more  mathe- 
matical talent  than  others, 
mathematics  is  not  only  for 
the  few.  There  are  similar 
disparities  in  writing  ability, 
but  people  rarely  advise  stu- 
dents to  forget  their  English 
and  literature  courses 
because  they're  never  going 
to  be  journalists  or  novelists. 
The  truth  is  that  almost 
everybody  can  develop  a 
working  knowledge  of  num- 
bers and  chance,  of  logic  and 
relationships,  of  graphs  and 
rates  of  change,  and  of  the 
considerable  role  these 
notions  play  in  ordinary  life 
as  well  as  in  business. 

The  last  misconception  is 
the  annoying  romantic 
belief  that  a  concern  with 
numbers  anesthetizes  and  so 
renders  one  unresponsive  to, 
say,  the  majesty  of  mountain 
meadows.  Too  many  people 
presume  that  life  and  love 
are  somehow  opposed  to 
numbers  and  details.  The 
words  "humane"  and  "calcu- 
lating" are  deemed  to  be  con- 
tradictory. Many  even  feel 
that  mathematics  limits  free- 
dom and  self-expression. 
Sentiments  like  these  are  as 
commonplace  as  they  are 
baseless,  and  lead  indirectly 
to  bleak  test  scores.  Teachers 
and  schools  can't  function 
effectively  in  such  an  anti- 
intellectual  environment, 
but,  once  again,  parents  can 
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help  immunize  their  chil- 
dren from  such  attitucles. 

REMEDIES 

One  inexpensive  remedy  for 
the  distaste  many  people 
have  for  mathematics  is  to 
reduce  arithmetic  and  com- 
putational drills  to  their 
proper  subordinate  place  in 
the  curriculum.  Mathematics 
is  a  way  of  thinking,  but 
you'd  never  guess  it  from  the 
way  the  subject  is  frecquently 
taught.  From  arithmetic 
worksheets  containing  hun- 
dreds of  multiplication  prob- 
lems to  algebra  assignments 
requiring  that  pages  of  poly- 
nomials be  factored  to  calcu- 
lus lessons  comprising  count- 
less functions  to  differenti- 
ate, there  is  an  almost  exclu- 
sive focus  on  the  mechanical 
and  the  routine. 

There  is  no  need  for  this. 
We  have  inexpensive  calcula- 
tors that  take  much  of  the 
drudgery  out  of  computing 
and  free  up  time  for  more  con- 
ceptual matters.  Likewise,  we 
have  computer  programs  that 
solve  simple  ciifferential  equa- 
tions, invert  matrices,  deter- 
mine standard  deviations, 
graph  surfaces,  and  perform 
many  other  spirit-sapping  and 
mind-numbing  procedures 
that  still  occupy  so  much  of 
the  traditional  mathematics 
curriculum.  We  should  utilize 
these  technological  learning 
tcxils  so  that  students  can  con- 
centrate on  understanding 
and  problem-solving,  infer- 
ence, and  analysis. 

Other,  more  specific  cur- 
ricular  changes  are  called 
for.  More  stress  should  be 
put  on  the  connection 
between  mathematics  and 
other  subjects  —  and  not  just 


the  physical  sciences.  Math's 
association  with  music  from 
Pythagoras'  harmonics 
through  Bach's  tight  sym- 
metrical patterns  to  John 
Cage's  aleatoric  sounds,  for 
example,  should  not  be  kept 
a  secret.  Neither  should  the 
uses  and  manifestations  of 
the  exponential  function 
and  the  fractal  shapes  cited 
earlier.  There  also  must  be 
more  integration  among  the 
various  mathematics  subdis- 
ciplines.  Algebra  is  not,  after 
all,  totally  unrelated  to  ana- 
lytic geometry  or  probabili- 
ty. Topics  should  be  revisit- 
ed at  different  grade  levels 
in  an  upward  spiral  of  diffi- 
culty. How  mathematics 
arises  naturally  in  everyday 
contexts  ranging  from  tomo- 
graphic imaging  in  hospitals 
to  bar  codes  in  supermarkets 
should  be  highlighted. 

Key  courses  such  as  alge- 
bra in  high  school  or  calculus 
in  college  must  cease  acting  as 
fine  meshes,  screening  out  all 
but  likely  mathematics  and 
science  majors.  They  should 
begin  serving  as  catalysts 
inciting  more  students  to  go 
on.  I'm  not  recommending 
that  standards  be  lowered, 


but  rather  that  expectations 
be  raised.  Expectations  are 
crucial,  and  they  are  abysmal- 
ly low  in  this  country. 

We  should  increase  teach- 
ers' training  and  salaries. 
There  are  many  superb 
mathematics  teachers,  but 
there  simply  aren't  enough 
of  them.  Successful  training 
programs  and  educational 
experiments  undertaken  in 
Chicago,  Philadelphia,  and 
many  other  locations  should 
be  expanded.  More  general- 
ly, inducements  must  be 
found  to  nudge  more  teach- 
ers awav  from  the  tradition- 
al priestly/militaristic  model 
of  instruction:  the  teacher 
stancfing  in  front  of  the  class 
and  imparting  the  Truth  to 
students,  who  p)roperly 
record  it  and  then  do  innu- 
merable, almost  identical 
exercises  based  upon  it  — 
usually  with  a  high  premi- 
um on  speed. 

We  should  urge  students 
to  work  collaboratively  in 
groups  of  three  or  four, 
both  in  class  and  on  home- 
work. (University  of  Calif- 
ornia Professor  Uri  Treisman 
and  others  have  had  particu- 
lar success  with  minority 
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students  using  this  tech- 
nique.) Where  appropriate, 
physical  demonstrations  and 
computer  simulations 
should  be  conducted  or  sug- 
gested. Discussions,  alternate  tin 
approaches,  and  written  (bthe: 
essays  should  be  invited  anc  irpaw 
assigned.  Data  from  some 
real-life  situation,  for  exam- 
ple, could  be  given  to  stu- 
dents who  would  be  pressec  lo\i 
to  come  up  with  as  many 
hypotheses  as  possible  that 
are  consistent  with  the  data 
Or  students  might  be  pre- 
sented with  a  survey  show- 
ing that  children  with  big- 
ger feet  spell  better  and 
then  be  asked  to  decide, 
among  other  things,  if  the 
correlation  is  causal  or  not. 
[It's  not;  children  with  big- 
ger feet  do  spell  better,  but 
only  because  they're  older.] 
To  summarize,  thinking 
and  reasoning  should  be 
encouraged. 

Mathematics  and  science] 
education  must  undergo  a 
perestwika  of  sorts.  Whethe: 
in  the  classroom  or  in  the 
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executive  suite,  we  must 
realize  that  we're  not  educafwt 
ing  party  apparatchiks  who 
will  mechanically  carry  out 
routine  directives,  but  free 
men  and  women  who  will 
need  to  make  practical,  cre- 
ative sense  of  the  burgeon- 
ing complexities  of  the  21st 
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racy  and  its  supporting  ecor 
omy  are  to  flourish.  ■ 


A  professor  of  mathematics 
at  Temple  University  in  Phila- 
delphia, John  Allen  Paulos  is 
the  author  of  the  bestseller 
"Innumeracy"  and,  most  recen 
ly,  "Beyond  Numeracy  -  Rum 
nations  of  a  Numbers  Man." 
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N  EDUCATION  PROGRAM 
riTH  IMPACT 


Vlontgomcry  County, 
d.,  a  suburb  north  of 
ashington,  D.C.,  5-  and 
r-old  customers  count 
rioney  to  pay  for  meals 
:  Panda  Cafe,  while 
;  the  same  age  accept 
payments  and  carefully 
Dut  change.  Another 
?  of  youngsters  prepares 
;  for  cafe  customers, 
/ving  simple  recipes  that 
re  them  to  count  or 
Lire  ingredients, 
lis  isn't  some  perverse 
n  to  child  labor,  much 
night  seem.  Rather,  it's 
/  educational  pilot  pro- 


ticipates  in  the  program. 

Project  IMPACT  current- 
ly operates  at  the  K-2  levels 
in  three  mostly  low-income 
Montgomery  County 
schools  with  heavy  minority 
enrollments,  and  will  expand 
to  the  third  grade  in  1992-93. 
Based  on  the  premise  that 
exposure  to  mathematics 
should  begin  as  early  as  pos- 
sible, the  program  introduces 
children  to  math  in  a  variety 
of  familiar  contexts  that 
build  on  the  natural  "num- 
ber sense"  that  even  the 
most  educationally  deprived 
kids  usually  possess.  Instruc- 


irgarten  children  solve  everyday  math  problems  in  a 
ct  IMPACT  classroom. 


designed  to  boost  the 
capabilities  of  children 
idergarten  and  early 
?ntary  school.  Project 
^CT  (Improving  the 
ematical  Power  of  All 
Iren  and  Teachers), 
ed  by  the  National 
ce  Foundation,  is  a  3- 
)ld  venture  that  is  win- 
high  marks  from  parents 
ongressional  observers 
It's  "one  of  the  most 
ng  and  innovative  pro- 
s  in  the  country,"  insists 
bore,  chief  of  staff  for 
3ob  Kerrey,  D-Neb.,  and 
ather  of  a  son  who  par- 


tors  then  "teach  for  under- 
standing," making  sure  each 
student  has  mastered  con- 
crete examples  before  mov- 
ing on  to  potentially  confus- 
ing abstractions. 

'NO  BETTER  WAY  TO 
TEACH' 

The  heart  of  Project  IMPACT, 
however,  is  its  teacher-train- 
ing component.  During  the 
two  summers  bef  ore  the 
program  is  brought  into  a 
school,  elementary-level 
teachers  receive  sophisticat- 
ed instruction  in  key  mathe- 
matics topics  as  well  as  in 


effective  math-teaching  tech- 
nicjues,  such  as  searching  for 
patterns,  solving  everyday 
problems,  using  manipula- 
tive materials  [sticks,  geo 
metric  shapes],  and  verbaliz- 
ing one's  mathematical  rea- 
soning procedures.  Because 
these  courses  arc  held  at 
sites  with  summer-school 
programs,  teachers  also  have 
the  chance  to  practice  the 
new  teaching  methods  on 
small  groups  of  children 
before  using  them  in  their 
own  classes. 

At  the  end  of  the  course, 
project  supervisors  assist 
teachers  in  developing  lessc^n 
plans  for  the  first  few  weeks 
of  the  school  year.  But  most 
critical  to  the  project's  suc- 
cess may  be  what  happens 
({frer  school  has  begun:  the 
placement  of  a  full-time  math 
specialist  in  each  participating 
school.  The  math  specialist 
not  only  observes  classes  and 
helps  out  with  the  children 
as  needed,  but  meets  with 
all  teachers  for  one  hour  a 
week  to  aid  in  planning  class- 
room activities  and  resolving 
any  teaching  problems. 

In  just  a  short  time,  the 
teachers  have  grown  as  enthu- 
siastic about  this  approach  as 
program  administrators  are. 
"Before  our  first  summer  of 
training,  lots  of  teachers  were 
very  nervous  and  unsure 
about  whether  they  ct^uld  or 
wanted  to  do  what  we  were 
asking  them  to  do,"  recalls  Dr. 
Honi  Bamberger,  the  math 
specialist  at  New  Hampshire 
Estates  elementary  school  in 
Silver  Spring,  Md.  After  a 
year's  experience,  though,  the 
teachers  "were  so  excited  by 
what  the  children  were  learn- 
ing that  they  became  con- 


vinced there  was  no  better 
way  to  teach  mathematics." 

TALKING  ABOUT  MATH 

One  of  the  central  tenets  of 
this  teaching  philosophy  is 
that  there  is  no  one  "right 
way"  to  do  math  problems. 
Thus,  on  the  first  day  of 
class  this  year,  one  teacher 
informed  her  second-graders 
there  were  1 1  boys  and  8 
girls  present,  and  she  asked 
them  to  figure  out  the  total 
number  of  children  in  the 
class.  But  instead  of  having 
them  report  only  their 
answers,  the  teacher  asked 
them  to  explain  in  detail 
how  they  solved  the  prob- 
lem. From  the  first  four  stu- 
dents she  called  the  teacher 
heard  four  correct  answers— 
and  described  four  different 
problem-solving  techniques. 

As  a  result  of  in-class  dis- 
cussions like  these,  says  Dr. 
Patricia  F.  Campbell,  the 
University  of  Maryland  asso- 
ciate professor  who  directs 
Project  IMPACT,  children 
learn  a  variety  of  ways  to 
approach  math  problems, 
which  makes  them  much 
more  comfortable  with 
math  from  the  outset. 

While  it  will  be  years  before 
the  program's  long-term 
effects  on  children's  math 
skills  can  be  determined,  the 
improvement  that  Project 
IMPACT  produces  in  teachers' 
instnictioiuil  abilities  demon- 
strates at  least  this  much:  This 
isn't  the  kind  of  math  educa- 
tion that  should  long  be  kept 
confined  to  a  few  hundred 
students  in  a  single  Maryland 
county.  It's  the  kind  of  top- 
notch  education  that  eivry 
young  student  in  the  country 
should  receive.  ■ 
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CHALLENGER  CENTER  FOR 
SPACE  SCIENCE  EDUCATION 

The  Mission  Continues 


America  has  always  been  a  nation  of  explorers  and  dis- 
coverers—pioneers seeking  new  frontiers.  That  pioneer- 
ing spirit  has  shaped  our  past,  and  it  will  shape  our 
future.  If  America  is  to  thrive  in  its  third  century  of 
freedom,  we  must  rekindle  the  pioneering  spirit  among 
our  young.  At  the  Challenger  Center  for  Space  Science 
Education,  that  is  our  mission. 

Challenger  Center  brings  young  people  on  a  pioneering 
voyage  in  futuristic  settings  where  they  explore  space 
bi:t  discover  themselves.  .Through  Challenger  Center, 
they  experience  a  bright  vision  of  tomorrow  where 
math,  science,  and  technology  are  tools  of  human  better- 
ment. They  learn  that  problems  are  amenable  to  human 
solutions  and  that  individual  human  energies  do  make  a 
difference. 

And  for  those  youngsters  who  are  the  most  disadvan- 
taged, the  voyage  holds  the  greatest  rewards:  skill,  suc- 
cess, and  self-esteem. 

When  the  crew  of  the  space  shuttle  Challenger  per- 
ished in  January  1986,  they  were  on  their  own  pioneer- 
ing mission— to  extend  the  boundaries  of  human  knowl- 
edge, to  teach,  and  to  inspire.  With  the  generous  sup- 
port of  our  friends  in  the  corporate  community, 
Challenger  Center  is  continuing  that  mission,  by  hel{> 
ing  to  prepare  America's  future  citizens  for  their  excit- 
ing lives  in  the  21st  century. 

THE  HONORABLE 

JUNE  SCOBEE  RODGERS,  Ph.D. 

Founding  Chairman,  Challenger  Center 
for  Space  Science  Education 


The  countdown  begins: 
10...  9...  8...  7... 
The  visitors'  attention 
is  riveted  on  the  illuminated 
digits  as  they  descend  toward 
zero.  But  inside  the  space 
station,  the  countdown  clock 
sits  unwatched.  The  crew 
members  are  absorbed  in 
their  own  work,  vital  tasks 
that  will  determine  whether 
the  launching  of  the  space 
probe  mto  the  tail  of  the 
Comet  Halley  is  a  success. 
Aroimd  the  station,  con- 


trol panels  flash  and  buzz.  A 
team  of  technicians  huddles 
near  the  launch  bay,  com- 
pleting a  final  visual  inspec- 
tion. Conversation  comes 
intermittently,  and  then  only 
in  hurried  phrases,  over  the 
click  of  switches,  the  whine 
of  motors,  the  rhythmic 
tapping  of  computer  keys. 

Back  at  Mission  Control, 
the  ground-based  launch 
team  studies  a  bank  of  com- 
puter screens,  searching  for 
any  last-minute  warning 


signs.  The  navigation  officer 
announces  lock-on  to  the 
final  target  coordinates.  The 
Mission  Commander  stands 
nearby,  ready  to  offer  advice 
or  instructions. 

The  countdown  contin- 
ues: 3  .  .  .  2  .  .  .  1  And 

then:  silence.  Inside  the  space 
station,  all  activity  stops  .  .  . 
as  the  crew  members  turn  to 
watch  the  monitors.  In  sec- 
onds, the  silver  probe  glides 
into  view,  free  of  its  moor- 
ings, arcing  toward  the 
comet  against  the  black  of 
deep  space. 

A  voice  from  the  back  of 
the  room  finally  breaks  the 
silence,  exulting  proudly,  con- 
fidently, joyously:  "We  did  it!" 

A  TRUE  EDUCATION 
PROGRAM 

The  scene  might  be  drawn 
straight  from  the  Johnson 
Space  Center  in  Houston,  or 
from  a  U.S.  space  station 
early  in  the  next  century. 
But  the  time,  in  fact,  is  now, 
and  the  participants  aren't 
veteran  astronauts  or  sea- 
soned space  engineers.  They 
are  middle-school  students  in 
the  heartland  of  America, 


embarking  on  their  first  space 
voyage  —  a  mission  that,  for 
some,  may  be  the  launching 
pad  for  a  lifetime  of  work  in 
math  and  science. 

"Rendezvous  with  Comet 
Halley  in  2061,"  which  takes 
place  several  times  a  week  at 
Challenger  Learning  Cen- 
ters around  the  country,  is 
the  most  awe-inspiring  of 
the  education  programs 
developed  by  the  Challenger 
Center  for  Space  Science 
Education,  with  headquarters 
in  Alexandria,  Va.  Not  to  be 
confused  with  Space  Camp 
or  the  Young  Astronauts 
Program,  other  popular 
space-related  activities  for 


Challenger  flight  Sl-L  crew  members. 
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ladenger  Learning  Center, 
lyton,  Ohio 

lung  people,  Challenger 
■arning  Centers  are  class- 
om-based  education  pro- 
ams  that  use  the  mystery 
d  excitement  of  space  as  a 
hide  for  encouraging 
.idy  and  achievement  in 
ath  and  science. 
The  learning  centers  oper- 
?  according  to  the  principle 
"learning  by  doing." 
irough  two-hour  space- 
ght  simulations,  which  also 
elude  "Return  to  the  Moon" 
:d  the  forthcoming  "Mission 
Planet  Earth,"  a  global-envi- 
nment  scenario,  the  Icarn- 
g  centers  allow  middle- 
hool  students  to  experience 
ipace  mission  from  the  van- 
ge  point  of  the  scientist, 
igineer,  or  space  technician. 


For  this  brief  period,  the 
youths  literally  become  these 
professionals  —  and  the  deci- 
sions they  make  during  this 
time  determine  their  mis- 
sion's success,  just  as  their 
counterparts'  decisions  do  m 
the  real  worlei 

As  a  result,  young  people 
discover  how  critical  "book 
learning"  can  be,  and  realize 
that  it  is  possible  for  them  to 
master  the  academic  subjects 
needed  to  prepare  for  excit- 
ing careers.  "Giving  a  young 
person  a  sense  of  having  suc- 
ceeded at  something,  and 
feeling  the  pleasure  of  asking 
a  question,  doing  an 
experiment,  and  getting 
an  answer,"  says  Dr. 
June  Scobee  Rodgers, 
Challenger  Center's 
founding  chairman,  "is 
probably  one  of  the 
most  valuable  seeds  you 
can  plant  in  a  class- 
room" where  math  or 
science  is  being  taught. 

The  effect  of  this 
experience,  however, 
can  extend  far  beyond 
the  classroom.  Says  Dr. 
James  Rowley,  director 
of  the  organization's 


Dayton,  Ohio,  learning  cen- 
ter: "For  a  child  to  success- 
fully build  a  probe,  to  work 
with  electronics  components, 
to  put  something  teigether 
and  see  it  work,  and  then 
actually  see  it  go  out  and  into 
a  comet  —  who  knows?  That 
might  be  the  experience  that 
says  to  them,  'Gee  whiz,  [so 
that's]  what  engineers  do.  I 
really  like  this.  Maybe  that's 
what  I  want  to  be.' " 

THE  LEARNING  CENTER 
NETWORK 

Born  out  of  tragedy,  the 
Challenger  Learning  Center 


"America's  space  program  has 
always  been  a  source  of  national 
pride  and  positive  motivation,  espe- 
cially for  our  young  people  The 
Challenger  Center  uses  space  as  a 
tool  for  an  exciting  new  method  of 
teaching  that  makes  the  study  of 
science  and  math  both  interesting 
and  practicitl" 

DONALD  R.  BEALL 

Chairman  &  CEO,  Rockwell  International 


network  is  a  triumph  of  the 
human  spirit.  Less  than  three 
months  after  the  Challenger 
shuttle  accident  in  1986,  the 
f  amilies  of  the  seven-mem- 
ber crew  had  joined  together 
to  ensure  that  their  loved 
ones'  educational  mission 
would  continue  —  and  that  it 
would  begin  anew  in  the 
hearts  and  minds  of  the 
nation's  youngest  citizens. 

Challenger  Center's  Found- 
ing Directors  vowed  to  create 
a  network  of  learning  centers 
throughout  the  country  to 
help  promote  this  goal. 
Development  of  the  first  of 
these  centers,  in 
f^ouston,  proceeded 
swiftly  —  thanks  to  sup- 
port from  the  Texas- 
based  Parish  Fiiundation 
and  the  Houston 
Museum  of  Natural 
Science.  By  August 
1988,  the  Houston  cen- 
ter had  opened,  and  stu- 
dents of  all  ages  were 
soon  flying  missions  on 
the  space  station  "LJ.S.S. 
Legacy,"  one  of  the  most 
complex  and  realistic 
educational  simulations 
ever  devised. 
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1989  Challenger  Center  Benefit  Dinner,  Washington,  D.C. 


Less  than  a  year  later,  the 
second  learning  center  was 
completed  in  Maryland's 
Prince  George's  County,  near 
Washington,  D.C.  The  organi- 
zation had  now  made  it  pos- 
sible to  replicate  a  self-con- 
tained learning  center  for  as 
little  as  $5()(J,(J(X)-and  this 
low  price  tag,  combined  with 
the  early  successes  of  the 
Houston  and  Prince  George's 
County  centers,  caused  edu- 
cators' interest  to  soar.  By 
early  1991,  the  Learning 
Center  Network  had  grown 
to  six  sites,  and  was  expected 
to  reach  15  by  year-end  1992. 
Nearly  20  other  applications 
are  currently  under  consider- 
ation, and  the  first  interna- 
tional site,  in  (Canada,  opens 
this  month. 

TWO  KEY  INGREDIENTS 

As  popular  as  Challenger 
Learning  Centers  and  the 
national  headquarters'  relat- 
ed education  activities  have 
become,  they  never  could 
have  gotten  off  the  ground 
without  two  key  ingredi- 
ents: a  dedicated  National 
Faculty  and  continuing 
financial  support. 

Challenger  Center's 
National  Faculty  owes  its  ori- 
gins to  the  Teacher-in-Space 
Foundation,  whose  members 
included  the  1 13  finalists  in 
NASA's  Teacher-in-Space 


Program  that  was  to  have  cul- 
minated in  the  flight  of  the 
space  shuttle  CJhdle)ii^cr  in 
January  1986.  Just  over  a  year 
later,  the  foundation  officially 
merged  with  Challenger 
Center,  and  its  teacher-mem- 
bers became  Challenger 
Center's  ambassadors  to  teach- 
ers interested  in  participating 
in  the  center's  programs. 

Challenger  Center's  finan- 
cial base  solidified  a  year 
after  that.  In  1988,  the  U.S. 
Congress  granted  Challenger 
Center  $  1  million  a  year  over 
the  succeeding  10  years, 
drawn  from  the  Science, 
Space  and  Technology  Edu- 
cation Trust  Fund.  Since  that 
time,  the  organization  has 
received  programmatic  sup- 
port from  the  National  Aero- 
nautics and  Space  Admin- 
istration (NASA),  and  con- 
tinuing financial  support 
from  corporations,  founda- 
tions, and  individuals. 

Laurence  Adams,  Chal- 
lenger Center's  chairman, 
acknowledges  that  this  finan- 
cial support  has  been  critical 
to  the  organization's  rapid 
expansion.  Challenger 
Center,  he  says,  "really  took 
off  with  a  matching  gift  of 
$1  million  from  The  Free- 
dom Forum"  (formerly  the 
Gannett  Foundation). 

Rockwell  International 
also  chipped  in  with  a  gener- 


ous, early  contribution,  and 
was  quickly  followed  by 
other  industry  leaders,  includ- 
ing IBM,  Martin  Marietta, 
Thiokol,  Marriott,  Bell  Atlan- 
tic, and  NYNEX.  Apple 
Computer  also  helped  out 
by  contributing  the  comput- 
er equipment  for  the  origi- 
nal Challenger  Learning 
Center  in  Houston  and  GTE 
and  Signet  Bank  and  United 
Technologies  funded  learning 
centers  in  Tampa,  Fla.,  Rich- 
mond, V a.,  and  Bridgeport,  Ct. 

MISSION  TO  MARS 

These  contributors  have 
been  rewarded  with  seeing 
their  dollars  translated  into 
an  unprecedented  science 
education  for  literally  hun- 
dreds of  thousands  of  young 
people.  To  date,  more  than 
100,0()(J  students  and  teach- 

1991  CHALLENGER  CENTER 
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ers  have  "flown"  in  Chal- 
lenger Learning  Center  si 
ulations,  and  Challenger 
Center  hopes  to  make  thi: 
same  experience  available 
some  500,000  students  pe 
year  by  the  end  of  1995. 

The  center's  other  goal: 
are  equally  ambitious.  Th 
include:  teaching  millions 
new  students  annually 
through  satellite  teleconf( 
ences;  creating  innovative 
curriculum  materials  and 
scenarios  for  use  in  17,00(1 
classrooms  and  all  Chal- 
lenger Learning  Centers 
each  year;  and  instructing 
5,000  teachers  annually  in 
center-led  workshops 

In  addition,  the  center 
just  last  month  inaugurate  msthe 
10-month-long  program  ei  iisnt 
tied  "Marsville:  The  Cosm  b 
Village,"  which  is  expectec  fJvfro 
ultimately  to  involve  mid 
school  children  from  the 
United  States,  the  Soviet 
Union,  Europe,  Canada,  ai 
Japan.  Working  together 
ing  regional  meetings,  stu- 
dents and  teachers  will  co 
erate  in  planning  and  con- 
structing a  simulated 
Martian  community  callei 
"Marsville"  —  the  first  hut  umed 
settlement  in  outer  space. 

Then,  at  the  program's 
August  1992  Internationa 
conference,  Marsville  part 
pants  will  hold  what  wi 
amount  to  the  "First  Con 
tutional  Convention  of 
Mars."  There,  they  will  m, 
unprecedented  decisions 
to  Martian  laws,  official  1; 
guage,  public  infrastructu 
environmental  protection 
and  diplomatic  relations  v 
Earth  —  just  as  the  first 
Martian  colonists  early  in 
next  century  will  have  to 
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nger  Learning  Center,  Houston 


3NG  LEARNING  FUN 

or  all  its  projects,  the 
"piece  of  the  Challenger 
:r's  educational  efforts 
ns  the  learning  center 
light  simulations.  The 
ations'  popularity  stems 
ily  from  the  realism  of 
ttings  and  scenarios, 
so  from  their  ability  to 
education  thrilling,  tan- 
and  fun. 

t  all  the  fun  and  excite- 
in  the  world  would 
ipty  without  real  learn- 
and  that's  what  Chal- 
"  Center's  national 
[uarters  staff  is  most 
nined  to  provide, 
spaceflight  simula- 
are  not  merely  one-day 
ement  rides,  but  the 
me  of  weeks  of  class- 
study  of  math  and 
:e  geared  to  the  mis- 
demands. 

I  make  this  instruction 
ective  as  possible, 
enger  Center  national 
[uarters  supplies  orien- 
i  and  curriculum  mate- 
hat  aid  teachers  in 
ring  students  for  the 
m,  and  that  emphasize 
crucial  behavioral  skills 


as  teamwork,  cooperative 
learning,  communication, 
and  problem-solving  along 
with  the  necessary  facts  and 
data  about  space  exploration 
and  the  mission  itself. 

On  launch  day,  the  stu- 
dents arrive  at  their  local 
Challenger  Learning  Center 
ready  to  be  transformed  into 
scientists  and  engineers.  Prior 
to  arrival,  teachers  divide  stu- 
dents into  eight  mission 
teams,  including  navigation, 
life  support,  data,  communi- 
cations, and  medical.  It's  an 
arrangement  that  not  only 
makes  continuous  coopera- 
tion and  communication 
essential  to  the  mission's  suc- 
cess but,  on  a  more  practical 
level,  permits  young  people  to 


'Ihe  mission  of  Challenger  Center  is  to  spurk  in  our  young  people 
iin  mterest-and  d  joy-in  science.  A  spark  that  can  change  their 
liues-and  help  make  American  enterprise  the  eni'y  of  the  worki" 

PRESIDENT  GEORGE  BUSH 

Challenger  Center  Benefit  Dinner 
October  4,  1989 


National  Faculty  members  par- 
ticipate in  teacher  workshop. 


become  personally  involved 
in  a  specific,  responsible  task. 

Subsequently,  in  the  days 
and  weeks  after  their  visit, 
students  work  with  their 
teacher  to  analyze  and  apply 
the  data  gathered  during  the 
mission.  Like  astronauts 
returning  to  Earth,  they  sift 
carefully  through  their  obser- 
vations to  determine  what 
their  mission  achieved,  and 
how  that  information  can 
now  be  put  to  use  for  the 
betterment  of  humankind. 

FIRST  STEPS  TO  A 
CAREER 

This  linkage  of  the  intense, 
hands-on  activities  of  the 
spaceflight  simulation  with 
the  more  reflective  class- 
room discussions  and  lec- 
tures is  meant  to  foster  a 
learning  process  that  is 
"more  than  the  sum  of  its 
parts,"  in  the  words  of  the 
center's  latest  mission  state- 
ment. LJsing  space  as  the 
backdrop.  Challenger  Center 
endeavors  to  create  memo- 
rable experiences  that  will 
"excite  students  about  the 
impact  of  technology  on 
their  futures,  and  inspire 
them  to  pursue  math,  sci- 
ence, and  technology." 

And  it  works:  Early 
assessments  of  Challenger 
Learning  Centers'  programs 
are  overwhelmingly  positive. 
At  the  first  learning  center 
in  Houston,  fully  97%  of 
young  people  who  partici- 


pated in  a  simulated  mission 
said  they  would  like  to 
repeat  the  experience. 

More  persuasive  than  sur- 
veys, though,  are  the  words 
of  students  themselves. 
Jovan  Brown,  a  fifth-grader 
from  Seabrook,  Md.,  speaks 
for  many  of  her  classmates 
in  relating  her  reaction  to 
the  Challenger  Learning 


Students  participate  in 
"Rendezvous  with  Comet 
Halley  in  2061." 

Center  experience.  "Before  I 
came  to  the  science  center," 
she  says,  "I  didn't  really  like 
science;  but  when  I  got  to 
the  science  center  it  changed 
my  mind.  I  really  want  to 
come  back  again." 

With  continued  support 
from  the  scientific,  educa- 
tion, and  business  communi- 
ties. Challenger  Center  offi- 
cials hope  to  make  it  possible 
for  many  thousands  of 
youngsters  like  Jovan  Brown 
to  come  back  so  they  can 
take  their  own,  first  steps 
into  space  —  and,  perhaps 
one  day,  into  a  lifelong 
career  in  math  and  science.  ■ 
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The  news  was  good.  Enrollments  in  advanced  math 
classes  were  up  by  a  third  from  1982  to  1987  . . . 
pre-calculus  enrollments  had  doubled.  Course- 
taking  in  biology  had  jumped  from  75%  to  90'^Xi . . . 
in  chemistry  from  31%  to  4S%  ...  in  physics,  from 
14%  to  20%. 


o  said  the  National 
Science  Board  in 
February  of  last  year. 
Indeed, the  board 
emphasized,  there  were 
greater  [proportional] 
increases  in  course-taking  in  science, 
mathematics,  foreign  languages,  and 
computer  science  than  in  [all]  other 
academic  subjects"  combined. 

The  troubling  blight  of  scientific 
and  mathematical  illiteracy,  it  seemed, 
was  finally  coming  to  an  end. 
Or  was  it^ 

As  it  happens,  there's  less  to  the 
good  news  than  first  appears.  Despite 
the  gains,  enrollment  in  advanced  math 
and  science  courses  remains  pitifully 
small:  12%  in  preolculus,  6%  in 
calculus,  and  no  more  than  3'Xi  in 
advanced-placement  or  honors  calculus, 
biology,  chemistry,  or  physics. 

Similar  patterns  exist  in  elementary 


and  middle  school.  Most  third-grade 
teachers  spend  two  hours  a  week  or 
less  teaching  science  —  less  time  than 
most  devote  to  maintaining  order  in 
the  classroom.  Even  in  seventh  grade, 
half  the  teachers  teach  science  for  nc 
more  than  three  hours  a  week. 

It's  worth  recalling,  in  this  connec 
tion,  the  findings  of  the  National 
Commission  on  Excellence  in  Educa- 
tion in  1983.  "In  many  other  industri; 
ized  nations,"  the  commission  wrote 
A  Nation  at  Risk,  "courses  in  mathem 
ics  (beyond  arithmetic),  biology,  che 
istry,  physics,  and  geography  start  in 
grade  6  and  are  required  of  all  stude 
—  the  time  spent  ...  on  these  subject 
is  about  three  times  that  spent  by  eve 
the  most  science-oriented  U.S.  stu 
dents."  The  increases  in  math  and  sci 
ence  course-taking  since  then  have 
done  little  to  correct  this  imbalance. 

COURSE-TAKING  AND 
PROFICIENCY 

But  there's  more  to  worry  about  tha 
limited  class  time:  many  achievemen 
test  scores  in  science  and  math  have 
been  stagnant  or  fallen  even  as  stu- 
dents have  taken  more  courses.  Grea 
exposure  to  these  topics  evidently  hi 
not  translated  into  increased  science 


is 


I  n  2-1/  HI  MM  SS  VVIT.K / N(  )\T;Mlil.R  2M')'i  I 


SPECIAL  ADVERT 


SING  SECTION 


FlGHTlNi 
FOROU 
FUTUR 


and  math  proficiency. 

Nor  does  having  taken  specific 
courses  do  much  to  improve  math  and 
science  scores.  According  to  the 
National  Center  for  Education 
Statistics,  fourth-graders  in  classes  with 
a  heavy  instructional  emphasis  in  num- 
bers and  operations,  measurement,  and 
geometry  post  math-achievement  scores 
(ihnoiit  i(h')iti(iil  to  those  of  fourth- 
graders  in  classes  in  which  these  sub- 
jects receive  little  or  no  attention. 

The  same  is  true  of  eighth-graders 
with  respect  to  geometry,  data  analysis, 
and  probability.  And  in  high  school  sci- 
ence exams,  llth-graders  who  have 
taken  biology,  chemistry,  or  physics 
score  an  average  of  no  more  than  IO'Xj 
to  15'Xi  higher  on  tests  in  these  specific 
subjects  than  do  students  who  haven't 
taken  these  courses. 

A  CLOSER  LOOK  AT  SCIENCE 
AND  MATH  DEFICIENCIES 

Figures  like  these  suggest  there's  a  good 
deal  more  to  acquiring  science  and 
math  skills  than  sitting  through  a  class 
on  the  subject  —  anci  thus  that  the 
declines  m  science  and  math  achieve- 
ment may  be  more  complex  than  they 
seem  to  be.  In  fact,  they  dre  more  com- 
plex, in  a  number  of  ways: 

First,  profic  ient  ies  in  virtuitlly  iiU  lU  ii- 
(leniic  suhjfds  —  not  just  scienc  e  ii)ul  niiitli 
-  hdi'c  fdllen.  According  to  the  latest 
National  Assessment  of  Educational 
Progress  [NAEP),  young  people's  read- 
ing and  writing  capabilities  have 
declined  so  much  in  the  past  two 
decades  that  a  mere  5'^  of  today's  high 
school  seniors  can  read  and  understand 
technical  materials,  literary  essays,  and 
college-level  textbooks,  and  only  a 
small  minority  can  write  a  persuasive 
paper  sufficient  "to  influence  others  or 
move  them  to  action."  Indeed,  verbal 
scores  on  the  Scholastic  Aptitude  Test 
have  fallen  more  than  twice  as  fast  as 
math  scores  have  during  the  last  quar- 
ter-century, and  they  reached  an  all- 
time  low  earlier  this  year  (see  chart). 
Performance  on  history  and  literature 


'Tlie  worst  thing  we 
can  do  to  our  kids  is 

allow  them  to  be 
scared  of  mathemat- 
ics. We  have  to 
show  them  it  can  be 

wonderful  fun  . . . 
Mathematics  is  the 

poetry  of  science. " 

Vice  Admiral 
Richard  H.  Truly  (Ret.) 

nuL\n>i,  NASA 


exams  has  slipped  as  well. 

Seccnid,  the  )nore  adviimed  the  work  is, 
the  greater  science  and  tmith  dijiciencies 
become.  Science  test  scores  for  nine-year- 
olds  remained  relativelv  stable  between 
1970  and  1981S,  but  fell  by  16  points 
for  17-year-olds;  in  math,  although  the 
differences  were  smaller,  scores  rose  for 
nine-year-olds,  but  dropped  for  the 
olcier  students.  International  studies. 


the  MIT  Commission  on  Industrial 
Productivity  points  out,  also  show    ;  .■ 
American  youths  "falling  behind  chil 
dren  in  other  societies  in  mathematic 
science,  and  language  ...  at  early  ages 
and  falling  further  behind  as  they  I 
progress  through  the  school  years."  I 

The  main  reason  for  these  falloffs 
achievement  as  children  age  is  that 
many  U.S.  teenagers  have  trouble  pei 
forming  tasks  that  require  higher-ore 
thinking  skills.  In  the  NAEP  evalua- 
tions, for  example,  while  more  nine- 
year-olds  have  mastered  rudimentary 
science,  math,  and  reading  skills  in 
recent  decades,  the  proportions  of  17  1 
year-olds  performing  at  top  skill  leve 
in  these  areas  have  uniformly  decline 
—  in  some  cases  by  as  much  as  a  thin 

Third,  science  and  math  performance 
lower  among  minority  youths  than  amo 
the  rest  of  the  population,  particularly  a 
the  highest  skill  leuels.  Black  youths' 
average  NAEP  test  scores  are  only 
slightly  below  those  of  white  youths 
(about  85'Xi  of  the  white  average  in  si 
ence  and  about  9U'Xj  in  math];  howe\ 
black  students  are  barely  one-tenth  a 
likely  to  be  in  the  top  skill  category  i 
science  and  reading,  and,  among  17- 
year-olds,  are  less  than  one-twentieth 
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able  to  solve  math  problems  that  involve 
algebra  or  multiple  steps. 

Finally,  these  ability  differences  emerge 
very  early  in  young  people's  lives.  Studies 
conducted  for  the  U.S.  Department  of 
Education,  the  Educational  Testing 
Service,  the  University  of  Kentucky, 
and  Maryland's  Department  of 
Educational  Assessment  all  have  found 
that  disparities  in  student  performance 
in  science,  math,  and  reading  arise  as 
early  as  the  fourth  grade  —  sometimes 
as  early  as  grade  one  —  and  persist  for 
the  duration  of  the  students'  schooling. 
As  the  Maryland  study  soberly  puts  it, 
once  young  people  slip  below  the 
expected  math  performance  level  for 
their  grade,  they  are  "unlikely  ever  to 
reach  that  grade-level  standard  again." 

SCIENCE  AND  MATH  IN  THE 
CLASSROOM 

Analyzing  America's  failings  in  science 
and  math  has  become  a  minor  growth 
industry  in  recent  years.  But  none  of 
the  dozens  of  studies  of  this  issue  calls 
attention  to  one  critical  fact;  Any  full 
diagnosis  of  the  decline  in  science  and 
math  performance  must  also  explain 
the  four  conditions  just  cited. 

It's  hard  to  overstate  the  importance 
of  this  principle.  If  we  can't  account 
for  all  the  main  symptoms  of  a  disease, 
we  probably  won't  cure  it.  It  does  little 
good,  for  instance,  to  conclude  that 
poor  teaching  is  the  primary  cause  of 
math  failure  when  achievement  levels 
have  diminished  in  all  areas  of  academic 
study,  not  just  math.  Nor  should  we 
be  content  with  rekindling  mterest  in 
science  if  increased  course-taking  in 
itself  does  not  translate  into  significantK 
higher  achievement-test  scores. 

Still,  as  we  shall  see,  there's  plenty  of 
room  for  improvement  within  the  con- 
fines of  science  and  math  classrooms, 
and  so  that  is  where  we  will  begin. 

Stamping  Out  Curiosity 

"Scientists  thrive  on  curiosity  —  and  so 
do  children,"  asserts  James  Rutherford, 
chief  education  officer  of  the  Amer- 


ican Association  for  the  Advancement 
of  Science.  "Children  enter  school  alive 
with  questions  about  everything  in 
sight."  Yet  these  same  students,  within 
only  a  few  years,  have  adopted  a  much 
different  view  of  science  and  math  — 
that  it's  boring,  irrelevant,  tedious,  use- 
less. What  happens  to  them? 

The  problem,  say  Rutherford  and 
his  collaborator  Andrew  Ahlgren  in 
their  book  Science  fur  All  Americans,  is 
that  the  contemporary  science  and 
mathematics  curricula  are  "overstuffed 
and  undernourished."  The  courses 
attempt  to  cover  too  much  material, 
but  in  too  little  detail  either  to  hold 
students'  interest  or  to  permit  real 
learning.  Instructors  are  thus  forced  to 
"teach  everything,"  and  all  too  frequently 
teach  nothing  very  well. 

Biology  education,  the  most  popular 
high  school  science  subject,  is  a  case  in 
point.  Most  students  find  biology  "bor- 
ing 'because  you  have  to  memorize  too 
much  stuff,' "  reports  Brown  University 
biology  professor  Grace  Taylor.  Faced 
with  having  to  finish  a  7UU-page  text  in 
180  school  days,  the  teacher  resorts  to 
lecturing.  "Depth,"  she  says,  "is  subju- 
gated [to]  breadth,  and  coverage  is  con- 
fused with  real  study."  Meanwhile, 
"large  conceptual  issues,  such  as  rela- 


tionships among  living  things,  tend  to 
be  ignored." 

"Stultifying  Drudgery" 

Unlike  science,  the  mathematics  cur- 
riculum typically  contains  a  more  ma  * 
ageable  number  of  topics,  but  proceec ' 
to  drill  them  into  students  with  such 
deadening  persistence  that  math 
becomes  as  exciting  as  sorting  socks. 

A  recent  photograph  in  Tlie  New 
York  Times,  accompanying  an  article 
appealing  for  more  school  funding, 
inadvertently  indicts  the  instruction  i 
meant  to  defend.  The  photo,  of  a 
North  Bronx  classroom,  displays  a 
blackboard  on  which  elementary- 
school  students  have  painstakingly 
worked  a  variety  of  problems:  all  mu 
plications  of  four-digit  numbers.  Not 
only  are  four  of  the  five  answers  on  ^ 
the  blackboard  incorrect  —  a  sad  com  , 
mentary  on  the  state  of  elementary 
math  education  in  itself  —  but  these 
are  problems  the  students  could  hav( 
solved  in  an  instant  (and  more  accu- 
rately] with  a  $5  calculator. 

Why  are  schoolchildren  put 
through  this  triaP  The  usual  response 
is:  to  teach  them  the  principles  of  ari 
metic.  To  which  former  Harvard 
University  economist  Robert  Dorfmj 


Most  children  bring  to  school  a  natural  curiosity  about  the  world  around  them. 
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WHY  WOULD  I 

PIONEER  HELP 

KEEP  AIDS  |i 
JTERATUREOUT  I 

OF  THE  i 

FLORIDA  SCHOOL 

SYSTEM? 


BECAUSE  NOTHING  HELE 
ON  DIFFERENT  LEVELS  LIK 


Whether  it's  a  subject  as 
sensitive  as  AIDS  prevention  or  as 
challenging  as  science  and  math,  a 
LaserDisc"'  system  makes  learning 
faster,  easier,  and  more  involving.  It 
gives  teachers  the  freedom  to  bring 
ideas  to  life  at  the  pace  they  choose. 

That's  why  the  Florida 
Commissioner  of  Education  turned 
to  interactive  LaserDiscs  as  part  of 
that  state's  response  to  an  epidemic 
of  world  proportions. 

The  combination  of  a  Laser- 
Disc  player,  LaserBarcode™  Reader, 
and  the  ABC  News  Inter  Active"' 
AIDS  disc  gave  Florida  teachers 
statewide  the  tools  they  need  to 
communicate  information  selec- 
tively After  all,  what's  appropriate 
for  a  high  school  senior  may  not  be 
right  for  a  sixth  grader.  Yet,  both 
must  be  informed,  especially  when 
the  subject  matter  is  so  serious. 

This  year  also  saw  a  land- 
mark decision  in  Texas.  For  the  first 
time  anywhere  in  the  United  States, 
elementary  schools  were  offered  the 
option  of  allocating  science  textbook 
funds  to  other  media.  Sixty-five  per- 
cent chose  LaserDisc  technology 

LaserDiscs  don't  replace 


;achers  reach  students 

vj  INTERACTIVE  LASERDISC. 


books,  but  enrich  them,  giving  the 
words  on  the  page  immeasurable, 
added  dimension.  They  send  the 
student  back  to  the  text  with  height- 
ened interest. 

Recognizing  the  need  for 
quality  software,  Pioneer  teamed 
up  with  ABC  News  InterActive  to 
co-produce  The  Powers  of  the  US  Gov- 
ernment, a  series  of  three  LaserDiscs 
—  Powers  of  the  President,  Powers  of 
the  Congress,  Powers  of  the  Supreme 
Court  —  drawing  upon  the  video 
resources  of  ABC  News  to  articulate 
the  relationships  at  the  heart  of  our 
governmental  system. 

Our  long-term  commitment 
to  education,  through  strategic 
alliances  with  textbook  publishers, 
software  developers  and  computer 
manufacturers,  has  helped  bring  to 
market  more  than  1800  LaserDisc 
titles  in  all  subject  areas,  from  such 
companies  as  AIMS  Media, 
Brittanica,  Coronet,  Discovery 
Channel,  Films  Inc.,  Holt  Rinehart, 
McGraw-Hill,  Optical  Data  Corpora- 
tion, Silver  Burdett  &  Ginn, 
TVOntario,  Videodiscovery,  and 
many  others. 

Ci)  PIOMIEOR 


IN  EDUCATION, 
THERE'S  ONLY  ONE 

PIONEER. 

Our  children  will  live  in  a 
different  world  than  we  do.  Whether 
it's  a  better  world  or  not,  greatly 
depends  on  the  education  we  give 
them. 

The  1970's  and  1980's  have  led 
to  what  we  believe  is  the  decade  of 
innovative  solutions  in  learning. 

At  Pioneer,  we're  proud  to 
provide  contemporary  learning  tools 
that  improve  the  way  teachers  teach 
and  students  learn. 

We've  spent  more  than  20 
years  using  laser  technology  to 
improve  interaction.  And  when  it 
comes  to  education,  what  could  be 
more  important  than  that? 


Of)  pioiNieen 
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•s,  "Hogwash!"  Tedious  exercises, 
rites  in  The  New  York  Times,  "can't 
principles.  What  they  teach  is 
irithmetic,  and  by  extension  niath- 
ics,  ...  is  stultifying  drudgery.  The 
escapes  are  to  close  your  mind, 
looky,  or  drop  out." 
le  review  of  three  best-selling 
ematics-textbook  series  reveals  just 
tedious  and  repetitive  mathemat- 
struction  has  become.  The  study 
lates  that,  in  sixth  through  eighth 
s,  barely  one-third  of  the  informa- 
:overed  each  year  is  new  material, 
ulatively,  in  their  seven  years  of 
between  first  and  eighth  grades, 
nts  learn  the  equivalent  of  no 
than  three  years  of  mathematics 
ad  bargain  in  anyone's  book. 

>  and  Procedures 

IS  destructive  as  narcoleptic  curric- 
the  myopic  character  of  what's 
taught.  In  general,  as  Grace 
ir  indicates,  science  teaches  facts 
id  of  concepts  —  "bits  and  pieces 
ormation,"  in  Rutherford  and 
'en's  words.  Some  critics  have 
so  far  as  to  describe  the  majority 
^h  school  science  texts  as  "glos- 
masquerading  as  textbooks." 
ith  such  texts  as  guides,  analysis 
xperimentation  —  the  heart  of  his- 
il  science  —  are  squeezed  out  of  a 
many  classrooms.  NAEP  data 
that  only  about  a  third  of  sev- 
graders  and  half  of  1  Ith-graders 
illed  upon  to  "hypothesize  or 
3ret  data  in  their  science  class  at 
on  a  weekly  basis,"  while  6(J'X)  of 
th-graders  and  41'Xi  of  1 1th- 
rs  are  net/er  called  upon  to  write 
le  results  of  science  experiments, 
i  for  math,  says  St.  Olaf  College 
ematics  professor  Lynn  Arthur 
,  schools  teach  the  subject  primarily 
igid  set  of  procedures,  "not  as  a 
al  approach  to  understanding  pat- 
and  solving  problems"  —  as  the 
'  photograph  suggests.  In  fact,  the 
lasis  math  courses  place  on  devel- 
;  broader  reasoning  and  analytic 


"We're  tlie  only 
mdiisTriiiUzed 
nation  in  the 
world  till  It  teaches 
arithmetic  j  or 
eight  years." 

Iris  Carl 

President,  National  Council  of 
Teacliers  of  Mathematics 


skills  actually  declines  between  the 
fourth  and  eighth  grades.  Students  thus 
become  adept  at  manipulating  numbers 
and  symbols,  but  often  don't  have  the 
faintest  idea  what  they're  doing. 

Bill  Honig,  the  California 
Superintendent  of  Public  Instruction, 
illustrates  the  pitfalls  of  this  type  of 
instruction.  On  a  recent  California 
achievement  test,  sixth-graders  were 
asked  to  compute  the  height  of  a  horse. 
Among  the  students  with  incorrect 
answers,  one-third  said  the  horse  was 
16  inches  tall,  another  third,  64  feet. 
The  children  calculated,  but  didn't 
bother  —  or  weren't  able  —  to  think 
about  what  the  numbers  meant. 

Assessment  and  Performance 

Achievement  tests  tend  to  reinforce 
this  pedagogy  of  facts  and  procedures, 
completing  a  cycle  in  which  students 
arc  taught  sterile  and  disconnected 
information  by  teachers  who  know 
that  this  is  precisely  what  the  standard- 
ized achievement  tests  are  going  to 
measure.  While  such  "teaching  to  the 
test"  may  keep  student  achievement- 
test  scores  from  falling  more  than  they 
otherwise  might,  it  does  little  to 
encourage  the  development  of  higher- 
order  thinking  skills. 

A  study  prepared  for  the  April  1991 
National  Summit  on  Mathematics 
Assessment  shows  why.  Researchers 


found  that  an  average  of  74'X,  of  the 
questions  on  six  of  the  most  popular 
eighth-grade  math-achievement  tests 
measured  basic  arithmetic  skills  —  the 
kind  of  skills  that,  in  the  age  of  calcula- 
tors, might  most  charitably  be  termed 
"keypad  literacy."  A  mere  26'Xi  of  the 
cjuestions  assessed  skills  and  concepts 
in  algebra,  probability,  statistics,  geome- 
try and  measurement  —  mathematical 
knowledge  needed  for  the  majority  of 
the  coming  decade's  jobs. 

It  doesn't  have  to  be  that  way.  To 
demonstrate,  the  study  contrasted  two 
questions,  one  from  a  U.S.  math  test 
and  one  from  a  Netherlands  test.  The 
U.S.  test  asked  simply,  "What  percent 
of  500  is  30?"  The  Netherlands  test 
gave  these  facts:  "In  198(J,  the  defense 
budget  of  a  certain  country  was  $30 
million  out  of  a  total  budget  of  $500 
million.  In  1981,  the  defense  budget  of 
that  same  country  was  $35  million  out 
of  a  total  budget  of  $6(J5  million.  The 
country's  inflation  rate  for  that  one- 
year  period  was  lO'X.."  The  test  then 
asked  students  to  use  these  facts  to 
argue  that  the  defense  budget  had 
increased  or  decreased. 


Calculators  allow  children  to  spend  less 
time  on  rote  computation. 
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FUTURE 
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Pop  quiz  for  test  makers:  Is  it  any 
wonder  why  Netherlands  youth  far 
outpace  U.S.  teens  in  math  perfor- 
mance and  ^eni-ral  thinking  skills^ 

THE  SCIENTIFIC  MIND 

The  instructional  practices  just  discussed 
—  tcdit)us  course  work,  sprawling,  sur- 
face-deep texthooks,  anci  fact-  and  proce- 
dure-oriented achievement  tests  —  do  lit- 
tle to  enhance  students'  understandin,^ 
of  science  and  mathematics.  Children  are 
quickly  turned  off,  or  tune  out;  others 
are  merely  confused,  left  to  wander 
alone  in  a  dark  ftirest  of  numbers  and 
equations  and  inctimprehensible  words. 

As  a  result  of  this  press  of  negative 
factors,  many  students  rush  to  leave 
the  science  and  math  curricidum  at  the 
earliest  possible  moment.  All  told,  con- 
cludes the  National  Research  Council 
in  its  1989  report  Everylnulv  CoidiIs, 
"three  of  every  four  Americans  stop 
studying  mathematics  before  complet- 


'All  children 
cciu  learn  science, 

but  only  if  it's 
properly  taught." 

Bill  Aldridge 

P^xecutive  Director,  National 
Science  Teachers  Association 


ing  career  or  joli  prerequisites."  In  sci- 
ence, too,  enrollment  drops  by  more 
than  a  third  between  thi'  s(.'venth  and 
llth  gracies.  Even  in  schools  that  offer 
high-quality  advanced  science  and 
math  Lourses,  8(J"^  or  more  of  the  stu- 
dents refuse  to  sign  up. 

Still,  as  perstiasive  as  these  figures 
are,  the  indisputable  failings  of  contem- 
porary science  and  math  instruction 
leave  a  great  deal  nnexplained: 
■  Why  U.S.  science  and  math  achieve- 
ment-test scores  have  fallen  in  recent 
decades,  when  instructional  methods  at 


Endless  drills  on  simple  arithmetic  deprive  children  of  the  practice  they  need  f(  i^elsiti 
mastering  higher-order  thinking  skills. 


worst  have  remained  unchanged. 

■  Why  achievement  levels  in  almost 
((//  academic  areas  have  declined  —  in 
some  cases,  more  steeply  than  in  sci- 
ence and  math. 

■  Why  science  and  math  (lerformance 
drops  off  so  sharply  as  the  work 
becomes  more  demanding,  e'\'en  among 
students  who  [x-rsist  m  these  sub|ects. 

■  Why  minority  students'  average 
achievement  k'vels  are  so  much  lower 
than  those  of  the  rest  of  the  student 
population,  especially  at  the  highest 
skill  levels. 

■  Why  achievement  cfifferences  arise 
early  in  children's  lives  —  wi'll  before 
children  are  exposed  to  teaching  that 
could  be  called  boring,  unduly  repeti- 
tive, or  confusing  —  and  why  these  dif- 
fereni^fs  persist  in  the  years  thereafter. 

Not  until  we  can  account  for  each  of 
these  phenomena  can  we  truly  claim  to 
have  explained  America's  decline  in  sci- 
enee  and  math  —  and,  henee,  to  have  laid 
the  foundation  for  an  etfe^tive  solution. 

Scientific  Reasoning 

In  seeking  this  explanation,  it  is  essen- 
tial to  understand  how  young  people 
learn  science  and  math.  Doing  so 
tlemands,  first,  that  we  recognize  the 
kind  iif  thinking  these  subjects  entail. 
Everyday  discussions  sometimes  sug- 
gest that  thinking  methods  vary 
according  to  the  field  of  interest,  with 


one  methocf  for  science,  one  for  mat 
and,  incfeed,  one  for  every  discipiline. 

For  instance,  Rutherford  and 
Ahlgren  describe  science  as  "a  proces 
for  procfucing  knowledge."  This  pro- 
cess, thev  write  in  Science  jor 
/\i)ieric(i)is,  "depends  both  on  making 
careful  observations  of  phenomena  a 
on  inventing  theories  for  making  ser 
out  of  those  observations." 

Later,  they  depict  mathematical  n 
soning  in  terms  that  might  seem  far 
afielcf  from  the  real-world  observatio 
of  science.  "Mathematics  is  the  scienc 
of  patterns  and  relationships,"  they 
explain.  "Using  mathematics  . .  . 
involves  at  least  three  phases:  (IJ  rep 
senting  some  aspects  of  things  abstra 
l\',  (Z)  manipulating  the  abstractions 
rules  of  logic  to  find  new  relationshi 
between  them,  and  (3]  seeing  wheth 
the  new  relationships  say  something 
useful  about  the  original  things." 

A  moment's  reflection,  tln)ugh, 
reveals  that  scientific  and  mathemati 
thinking  may  not  be  so  different  aft 
all.  In  lai.t,  flicy  are  tlic  siiiiie  tlii)i^. 
Science  may  operate  on  the  tangible 
and  mathematics  on  the  abstract,  bu 
the  practices  and  procedures  of  the 
two  enterprises  are  essentially  identic 

Habits  of  Mind 

The  National  Research  Council  labe 
this  eolleetion  of  common  thought 
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;ses  "scientific  habits  of  mind." 
fiabits  include: 

ing  questions  and  formulating 
heses; 

itifying  and  collecting  informa- 
;levant  to  these  hypotheses; 
ig  this  information  to  test  the 
heses; 

ucing  conclusions  (patterns,  rela- 
ips]  that  either  confirm  or  dis- 
one's  suppositions;  and 
wing  out  and  communicating  the 
:ations  of  these  conclusions, 
mg  these  habits  of  mind  to  apply 
lusly  learned  knowledge  and  skills 
^el  situations  is  the  essence  of  sci- 
:  and  mathematical  problem-solv- 
jt  it  is  not  just  science  and  math 
lake  use  of  these  talents.  So  do  nil 
ngher-level  mental  activities. 
'  instance,  in  reading,  observes 
•rsity  of  Pittsburgh  cognitive 
ologist  Lauren  Resnick,  a  child 
a  combination  of  what  is  writ- 
'hat  he  or  she  already  knows, 
arious  general  processes  [e.g., 
ig  inferences,  noting  connec- 
to  construct  a  plausible  repre- 
ion  of  what  the  author  presum- 
ed in  mind."  Likewise,  writing 
'es  the  complex  task  of  mar- 
ig  information  for  "shaping  a 
lunication  that  will  .  .  .  convince 
ended  audience"  rather  than 


irative  learning  and  hands-on  problem-solving  promote 
nt  interest  and  achievement  in  science. 


simply  writing  down  everything  one 
knows  about  a  topic. 

Even  skilled  technicians  repairing 
et]uipment  "do  not  just  proceed 
through  routine  checklists,"  she  says. 
They  "construct  'mental  models'  of 
complex  systems  and  use  these  to  rea- 
son about  possible  causes  of  observed 
breakdowns  and  potential  repairs." 


"Studying  science 
and  math  trains 
young  people  to 
think  logically  to 
be  intuitive,  and 

to  he  better 
probletn  solvers." 

Olafur  Olafsson 

President,  Sony  Electronic 
Publishing  Company 


In  fact,  the  ability  to  create  and  act 
upon  these  mental  models  is  the  single, 
unifying  characteristic  of  higher-order 
thinking,  according  to  Marc  Bornstein, 
a  respected  child  psychologist  at  New 
York  University.  "Mental  representa- 
tion is  pervasive 
in  .  .  .  elementary 
information  pro- 
cessing," he  says, 
noting  that  it 
underlies  such 
diverse  and  criti- 
cal mental  tasks 
as  observation, 
discrimination, 
categorization, 
concept  forma- 
tion, problem 
solving,  and 
information 
retrieval. 

The  implica- 
tion, Resnick 


sums  up,  "is  that  complex  thinking  pro- 
cesses .  .  .  are  involved  in  even  the  most 
apparently  elementary  mental  activi- 
ties." Higher-order  thinking,  she  con- 
cludes, "is  the  hallmark  of  successful 
learning  at  all  levels"  —  and  in  all  sub- 
jects —  "not  only  the  more  acivanced." 

SCIENCE  AND  MATH  IN  THE 
VIDEO  AGE 

A  thought  experiment:  Assume,  for 
whatever  reason,  that  young  people's 
higher-order  thinking  capabilities  had 
deteriorated  over  the  past  two  decades. 
If  it  is  true  that  these  thinking  process- 
es underlie  not  just  science  and  math 
proficiency,  but  reading,  writing,  and 
other  scholastic  abilities  as  well,  what 
would  we  expect  to  find? 

First,  all  achievement  test  scores,  not 
just  those  in  science  and  math,  would 
have  stagnated  or  fallen.  They  hai>e 

Second,  scores  for  the  most  intellectu- 
ally demanding  tasks  would  have  declin- 
ed the  most  steeply,  because  oi  the  rela- 
tively greater  need  for  higher-order  think- 
ing skills  in  these  situations.  They  have 

Third,  achievement  levels  for  those 
young  people  most  educationally  at 
risk  —  poor  and  minority  children  — 
would  be  particularly  low,  Ix'cause  of 
fewer  opportunities  to  develop  these 
higher-orcfer  thinking  skills,  lliey  are. 

Fourth,  achievement  in  doubly  dis- 
advantaging circumstances  —  such  as 
poor  or  minority  youths  being  asked  to 
perf  orm  the  most  intellectually 
demanding  tasks  —  would  have  suf- 
fered worst  of  all.  They  have 

Finally,  to  the  extent  the  capacity 
for  higher-order  thinking  arises  early  in 
a  child's  life,  these  academic  difficulties 
would  emerge  early  as  well,  and  often 
persist  throughout  childhood.  They  do. 

The  conclusion  thus  seems 
inescapable:  Science  and  math  deficien- 
cies are  not  isolated  intellectual  prob- 
lems. Rather,  they  stem  in  large  part 
from  children's  broader  failure  to 
develop  the  underlying  higher-order 
thinking  skills  that  make  mastery  of 

contimied 
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iLEVISION 
ORTH  WATCHING 


he's  driven  a  bulldozer 
atop  a  20-story-high 
landfill,  stumped 
y  Carson  on  "The 
ht  Show"  with  her 
questions  about  the 
inment,  and  lunched 
wed  iguana  in  a  Costa 
rainforest  —  all  in  the 
of  science, 
et  Stephanie  Yu,  a 
r-old  junior  from 
irdia  High  School  in 
(ork.  She's  not  your 
I  science  instructor, 
en,  her  classroom's  not 
1  either.  It's  the  entire 
-  brought  to  S-  to  12- 
ds  in  the  comfort  of 
iving  rooms. 
Yu  is  one  of  a  growing 
gent  of  young  people 
g  to  television  —  long 
m.esis  of  American  edu- 


;  One  TV  makes 
un. 

—  as  an  unexpected 
the  battle  against  sci- 
nd  math  illiteracy.  The 
St  year  of  "You  Can't 
Home  Again,"  a  nation- 
evised  special  on  the 
ction  of  the  rainforests 
:ed  by  the  New  York- 
Children's  Television 
;hop  [CTWJ,  Ms.  Yu  is 
that  kids  and  science 
11  go  together  —  even  in 
;  of  MTV. 

3st  young  people  today 
nvinced  that  science 


and  math  are  not  relevant  to 
their  own  lives,"  explains 
David  Britt,  CTW's  president. 
"Anything  we  can  do  to 
make  that  connection  for 
them  is  bound  to  improve 
their  education." 

3-2-1  CONTACT 

"You  Can't  Grow  Home 
Again"  is  part  of  CTW's 
award-winning  "3-2-1  Contact 
Extras,"  a  series  of  one-hour 
specials  that  take  on  contem- 
porary science  issues  of  par- 
ticular concern  to  elementary- 
school  students.  The  series 
follows  the  successful  nine- 
year  run  of  "3-2-1  Contact," 
a  daily,  half-hour  science 
program  that  took  its  young 
viewers  "to  the  four  corners 
of  the  Earth"  in  search  of  sci- 
ence and  technology  —  stim- 
ulating their  interest  in  sci- 
ence in  the  process. 

The  new  series  of  specials 
is  designed  to  build  on  this 
success  by  showing  kids  how 
science  can  solve  problems  in 
the  world  around  them.  In 
the  rainforest  program,  for 
example,  viewers  explored 
realistic  ways  in  which  people 
and  rainforests  could  contin- 
ue to  coexist. 

"The  '3-2-1  Contact  Extras' 
show  kids  that  science  is 
timely  and  exciting,"  says  the 
series'  executive  producer, 
Anne  Hoffman.  "Our  goal  is 
to  get  them  to  want  to  find 
out  'why.' " 

Other  recent  Extras  have 
included  "Boy  Under  Ice," 
the  story  of  a  boy  who  sur- 
vived being  submerged  in  icy 
waters  for  nearly  an  hour; 
and,  most  recently,  "Secrets 
of  the  Code,"  which  discussed 
the  role  of  genes  in  human 
development. 


Stephanie  Yu,  host  of  "You  Can't  Grow  Home  Again." 


SQUARE  ONE  TV 

While  encouraging  kids  to 
explore  science  through  its 
new  series  of  specials,  the 
Children's  Television  Work- 
shop also  has  been  promot- 
ing interest  in  math  through 
"Square  One  TV,"  a  daily 
half-hour  program  now  in 
its  fourth  year. 

"Square  One  TV"  covers 
such  challenging  math  top- 
ics as  measurement,  proba- 
bility, statistics,  data  analysis, 
and  problem-solving  in  a 
way  that  is  enjoyable  and 
exciting  for  elementary- 
school  students.  Each  day's 
broadcast  includes  a  variety 
of  segments,  including  game 
shows,  television  spoofs,  ani- 
mated characters,  music 
videos,  and  an  ongoing  who- 
dunit series. 

"People  watch  'Square  One 
TV  primarily  because  they 
find  it  very  funny,"  says 
Jeffrey  Nelson,  the  show's 


Square  One  TV  characters. 


executive  producer  "It's  also 
good  education,"  he  says.  "But 
kids  wouldn't  watch  it  if  they 
didn't  enjoy  the  comedy." 

Fun  or  not,  the  program 
does  help  boost  math  achieve- 
ment, particularly  among 
the  most  economically  disad- 
vantaged viewers.  A  recent 
study  of  low-income  Corpus 
Christi,  Texas,  fifth-graders 
indicated  that  the  problem- 
solving  abilities  of  those 
who  watched  the  program 
regularly  over  six  weeks 
increased  by  a  third  or  more, 
while  the  skills  of  non-view- 
ers actually  fell. 

'A  WONDERFUL  JOB' 

With  its  creative  science  and 
math  series.  Children's  Tele- 
vision Workshop  is  making 
it  plain  —  to  parents  and 
children  alike  —  that  televi- 
sion cayi  promote  learning  if 
programs  provoke  curiosity, 
are  closely  tied  to  young  peo- 
ple's interests,  and  are  infor- 
mative as  well  as  fun. 

An  increasing  number  of 
educators  agree.  "Children's 
Television  Workshop,"  says 
Tom  King,  associate  director 
of  the  Saturn  School  of 
Tomorrow  in  St.  Paul,  Minn.: 
"is  doing  a  wonderful  job  of 
introducing  young  people  to 
the  promise  and  excitement" 
of  math  and  science.  ■ 
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these  (and  most  other  academic  sub- 
jects) possible. 

The  Video  Culture 

What  could  ha\  e  happened  in  the  past 
two  decades  to  cause  such  a  reduction 
in  young  people's  thinking  skills^ 

One  of  the  main  culprits,  argues 
child  psychologist  Marie  W^inn,  is  tele- 
vision. Television  "is  a  one-way  transac- 
tion that  requires  the  taking  in  of  par- 
ticular sensory  material  in  a  particular 
\s'a\',  no  matter  what  the  material 
might  be,"  she  writes  in  The  Plug-In 
Drug.  "There  is,  indeed,  no  other  experi- 
ence in  a  child's  lite  that  permits  quite 
so  much  intake  while  demanding  so  lit- 
tle outflow." 

Nor  is  there  an  activity  that's  under- 
taken quite  so  persistentlv: 

■  According  to  data  from  the  Univer- 
sity of  Michigan's  Institute  for  Social 
Research,  schoolchildren  watch  an  a\-er- 
age  of  15.8  hours  ot  television  per 
week.  That's  more  than  fi\'e  times  what 
they  devote  to  homework,  and  13  rinu-s 
what  they  devote  to  reading. 

■  A  mere  7"-.  of  children  spend  more 
than  two  hours  a  week  doing  home- 
work, but  67"v.  spend  at  least  this  much 
time  m  front  c^f  the  TV. 

■  One-quarter  oi  fourth-graders  watch 


six  or  more  hours  of  television  per  day. 

■  Preschool  children  are  the  nation's 
largest  television  audience.  Between 
ages  3  and  5,  the  average  preschooler 
watches  28  hours  of  T\'  a  \veek. 

■  Black  youths  watch  T\'  an  average 
of  39%  more  than  white  youths  do,  and 
this  differential  is  almost  certainly 
greater  among  poor  minority  youths  in 
the  inner  city. 

■  B\-  contrast,  Japanese  youngsters  spend 
twice  as  much  time  reading  as  their 
American  counterparts  do,  and  five 
times  as  much  time  doing  homework. 

As  Marie  Winn  puts  it,  a  sort  of 
"Gresham's  Law  of  Child  Actuity 
seems  to  operate  here:  Passi\-e  amuse- 
ments will  dri\'e  out  acti\'e  amuse- 
ments." For  instance,  in  a  sur\'ey  of 
more  than  5UU  fourth-  and  fifth- 
graders,  when  asked  what  activity  they 
would  prefer  if  they  had  nothing  else 
to  do,  every  child  chose  television  over 
readinij  —  of  anv  kind. 

Television  and  Learning 

Children's  immersion  in  the  culture  of 
tele\'ision  watching  could  imperil  their 
academic  achie\'ement  in  one  obvious 
way:  Even*'  hour  spent  in  front  of  the 
T\'  is  an  hour  that  will  not  be  available 
for  iminterrupted  reading,  homework. 


Reading  strengthens  children's  ability  to  develop  "mental  models"  an  essential 
aspect  of  scientific  problem-solving. 


or  other  mind-enhancing  activities.  H 
child  by  age  10  has  watched  an  aven 
of  20  hours  of  TV  per  week,  he  or  s 
will  be  10,000  hours  poorer  in  terms 
learning  time  lost. 


"We  shouldn't  think 
tJie  only  way  to  get 
kids  interested  in 
science  and  matli  is 
to  make  these  sub- 
jects as  nuidi  like 
MT\^  as  possible. " 

Dr.  John  M.  Sumansky 

President,  To^tiiha  .-\menca 
Foundation 
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But  there  are  signs  that  extensive 
T\'  viewing  has  an  ev^n  more  destn 
tive  effect  than  the  mere  squanderii 
of  time.  The  assumption  that  televis 
retards  children's  intellectual  develo; 
ment,  says  Winn,  is  strengthened  by 
the  "mysterious  decline,"  beginning 
19tS4,  in  the  test  scores  of  high  scho( 
students  taking  the  college  board 
exams.  That,  she  points  out,  "is  preci 
ly  the  year  that  those  first  children 
exposed  to  large  doses  of  television 
ing  their  language-learning  years  sat 
down  to  take  their  college  boards." 

Winn  further  notes  that  televisic 
had  made  its  way  into  nearly  all 
American  homes  by  1975,  and  so  [ir 
the  mid-1970s)  forecast  that  the 
decline  in  achievement-test  scores 
"should  continue  until  around  1988, 
when  the  1975  crop  of  three-year-ol 
reaches  college  bc^ard  age."  She  wasn 
far  off.  The  two-decade  slide  in  verl 
and  math  scores  actually  ended 
bet\veen  1983  and  1985,  almost  exac 
when  the  demographics  of  televisic: 
watching  would  have  predicted. 

Other  studies  make  an  even  strot 
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■ction  between  television  and 
ng  problems  .  According  to  the 
itional  Testing  Service  (ETS), 
TV  viewers  are  some  8'Xi  less  pro- 
t  in  science  in  the  third  grade,  9% 
roficient  in  the  seventh  grade,  and 
'ss  profic  ient  in  the  1 1th  grade  — 
le  kind  of  accelerating  decline 
mpaired  higher-order  thinking 
would  bring  about.  The  results 
similar  lor  mathematics.  And  an 
istive  literature  review,  conducted 

0  Dutch  scientists  and  published 
journal  Reading  Research  Quarterly 
58,  discovered  that  television  view- 
ipedes  the  growth  of  children's 

ig  skills  —  particularly  the  more 
ced  thinking  processes  needed  for 
r-level  compreiiension. 
levision  —  that  favorite  childhood 
;  of  killing  time  —  evidently  is 

1  much  else  besides. 

rwo-Minute  Mind 

e  epitaph  of  a  generation, 
ins  15-year-old  Toby  Bush  to  The 
ington  Past  "We  like  action,  excite- 
suspense,  to  see  something  hap- 
g  every  second." 

teacher  likewise  concedes  to  edu- 
lal  psychologist  Jane  Healy  that 
ren  today  are  definitely  harder  to 

They  expect  learning  to  be  'fun,' 
ley  can't  wait  for  anything.  . .  . 
iggest  concern  is  that  they  can't 

through  problems." 

id  a  nationwide  study  shows  that 

ny  as  4.5  million  schoolchildren 

■  from  attention-deficit  disorder  — 

s  many  as  half  the  students  in 

classrooms  have  been  diagnosed 

Deractive. 

)uld  television  be  responsible? 
■aly,  the  author  of  Endangered 
i,  one  of  the  most  insightf  ul 
;  on  learning  and  education  to  be 
shed  in  the  last  decade,  thinks  so. 
ren,  she  says,  are  afflicted  today 
what  she  calls  a  "two-minute 
"  —  a  condition  in  which  they 
muster  "the  mental  organization 
;]  and  sustained  attention 


demanded  by 
reading"  and 
many  other  high- 
er-level intellectu- 
al activities. 

In  the  school- 
room as  well, 
Healy  adds,  years 
of  television  and 
video  watching 
have  produced 
children  who 
need  "the  class- 
room equivalent 
of  special  effects" 
to  hold  their 


The  average  preschooler  watches  28  hours  of  television  a  week. 


attention,  and  who 
devise  their  own  "special  effects"  (like 
drawing  pictures  or  daydreaming] 
when  their  academic  studies  don't 
provide  the  roller  coaster  thrills  of  a 
"Miami  Vice"  or  "Robocop"  or 
Saturday  morning  cartoons. 

Addicted  to  Alpha 

But  television,  contends  Healy,  mili- 
tates against  intellectual  development 
in  still  more  insidious  ways  than  this. 
Perhaps  most  troubling  is  that  it  may 
undermine  critical  problem-solving 
skills.  For  instance,  in  the  Dutch 
study,  heavy  TV  viewing  appeared  to 
"shorten  the  time  children  [were] 
willing  to  spend  on  finding  an  answer 
to  intellectual  problems"  they  were 
given  to  solve. 

Jennings  Bryant,  a  children's-televi- 
sion  researcher  at  the  University  of 
Alabama,  echoes  this  finding.  "One 
thing  we  do  know,"  he  explains  to 
Healy,  "is  that  [television]  reduces  what 
we  call  vigilance,"  or  the  ability  to  stay 
actively  focused  on  a  task.  "If  [children] 
watch  lots  of  fast-paced  programs  and 
then  we  give  them  .  .  .  reading  or  com- 
plex puzzles,  their  stick-to-itiveness  is 
diminished;  they're  not  as  willing  to 
stay  with  the  task.  .  .  .  This  is  especially 
critical  with  relatively  young  children 
—  about  3  to  5  years  seem  to  be  particu- 
larly vulnerable  times." 

Television,  says  Marie  Winn,  also 


makes  it  more  difficult  for  young  peo- 
ple to  form  mental  representations  — 
exactly  the  kind  of  "mental  models" 
that  are  central  to  effective  higher- 
order  thinking.  As  opposed  to  the  men- 
tal activity  that  takes  place  during  read- 
ing, scientif  ic  exploration,  or  mathe- 
matical game-playing,  Winn  notes,  "the 
mind  does  not  have  to  decode  and 
manipulate  during  the  television  expe- 
rience." She  speculates  that  this 
reduced  practice  in  "inner  picture-mak- 
ing" leaves  children  mentally  blind 
when  they  are  forced  to  read  or  are 
being  read  or  lectured  to.  As  a  result, 
their  attention  wanders,  and  their 
minds  turn  off. 

Lastly,  television  appears  to  promote 
a  passive  approach  to  both  leisure  and 
learning  —  in  Winn's  and  Healy's  view, 
an  "addiction"  to  the  relaxing  alpha 
waves  in  the  brain  brought  on  by  unin- 
volved  television  watching.  As  one  neu- 
ropsychologist tells  Healy,  "You  raise 
kids  on  sweets,  they  become  addicted 
to  sweets.  You  raise  kids  on  alpha 
[waves],  they  get  addicted  to  alpha." 

Observers  and  Participants 

A  variety  of  animal  experiments  con- 
firm the  dulling  effects  of  passive 
involvement  with  one's  environment. 
In  one  f  amous  study,  pairs  of  kittens 
were  exposed  to  the  same  toy-rich  envi- 
ronment. One  kitten  in  each  pair  was 
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the  experts 
at  "MotorWeek: 
the  best  luxury  car 
isn't  a  Lexus, 
a  Lincoln,  a  BMW  or 
a  Mercedes-Benz. 


It's  a  Buick. 


The  Buick  Park  Avenue  Ultra. 

That's  the  automobile  "MotorWeek" 
recently  named  winner  of  its  ninth  annual 
"Driver's  Choice"  Award  as  the  Best  Luxury 
Car  of  1991. 

It's  a  selection  that  sent  shock  waves  as 
far  away  as  Germany  and  Japan.  Yet,  when 
you  consider  the  criteria,  the  choice 


comes  as  no  surprise.  After  all,  qualities  like 
product  integrity,  performance  and  value 
have  always  been  Buick  virtues. 

So  visit  your  Buick  dealer  soon  and  test- 
drive  the  new  1992  Park  Avenue  Ultra,  or  any 
of  our  other  exceptional  offerings.  We  think 
you'll  agree  with  the  experts:  when  it  comes 
to  quality,  the  choice  to  make  is  Buick. 


BUICK 


The  New  Symbol  For  Quality 
In  America, 


How  Green 
Is  Your  Business? 


IF  IT'S  NOT  GREEN  ENOUGH, 
YOU  ^m  BE  IN  TROUBLE. 
A  1991  sun^ey  found  that  93  percent 
of  Americans  think  businesses 
should  do  more  to  protect  the 
enviromTient.  If  you  think  you  have 
to  choose  between  the  environment 
and  profits,  think  again.  Growing 
consumer  awareness  means  that 
in  every  industry  businesses  are 
finding  that  being  green  not  only 
improves  their  image,  it  can  ac- 
tually improve  the  bottom  line. 

Get  the  fireea  Book! 

The  new  1992  INFORMATION 
PLEASE  ®  ENVIRONMENTAL 
ALMANAC  can  help  you  turn 
your  business  green.  Compiled 
by  the  World  Resources 
Institute,  an  internationally 
respected  research  ai^d  policy 
organization,  it  is  the  first 
comprehensive  almanac  of  the 
environn^ent,  featuring: 

A  unique  environmental 
W  ranking  of  major  American 
cities. 

Environmental  profiles  of 
W  146  countries  and  every 
state  and  Canadian  province. 


Essays  and  data  on  environ- 
W  mental  problems — local, 
national,  and  global — including 
pollution,  waste  reduction,  quality 
of  food  and  water,  and  greenhouse 
warming. 
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How  to  Use  It 

c^Asa.  premium.  Demonstrate 

"  your  company's  environmental 

commitment  by  giving  the 

ALMANAC,  customized  with 

your  name  and  logo,  to 
customers,  advertisers, 
or  suppliers. 

As  a  sign  of  your 
W  commitment  to 
education.  Donate 
classroom  copies  as  a  paijteiave 
of  your  corporate  effort  ti 
help  America's  schools. 

T-''  In  your  own  business 
%  Distribute  it  to  your 
employees  and  invite 
suggestions  for  greening 
the  company  Use  it  to 
answer  environmental 
questions  critical  to  youif 
business. 


It:::: 

■at>:tti 

bieley. 


notovi 
Iftitoji 


Until  January  1, 1992, 
special  corporate  rates  ai ' 
available  for  bulk  quanti- 
ties and  customized  edi- 
tions, including  outtakes. 


Contact: 
Jim  Lindquist 
National  Premium  Sales  Manager 
CaU  coUect:  (617)725-5965 


Join  the  leaders  who  are  making 
green  business  good  business! 


HOUGHTON  MIFFLIN  COMPANY  2  Park  street,  Boston,  Massachusetts  O21O8 
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itted  to  play  with  the  toys  for 
;  each  day;  the  other  merely 
d  on,  suspended  in  a  gondola,  pas- 
attending  to  its  environment  in 
ime  way  that  children  watch  peo- 
igaging  in  activities  on  TV.  At  the 
if  the  test,  the  active  kitten  had 
oped  a  sophisticated  visual  sense, 
v'as  able  to  accurately  discriminate 
g  visual  images  in  its  environ- 
;  the  passive  kitten  had  learned 
!t  nothing. 

a  similar  experiment  earned  out 
ts  at  the  University  of  California 
■keley,  researchers  arrived  at  nearly 
ical  results.  Rats  growing  up  in  a 
ch  environment  became  much 
active  explorers  than  rats  that 
lO  toys.  Significantly,  rats  raised  in 
iriched  environment  but  not  per- 
d  to  play  with  the  toys  proved  to 
more  curious  than  rats  that  were 
1  without  any  toys, 
jman  children,  of  course,  are 
1  different  creatures  than  either 
IS  or  rats.  But  their  thinking  pro- 

although  widely  different  in 
e,  operate  according  to  the  same 
mental  mechanisms.  And  so 
iments  like  these  —  not  to  men- 
he  television  studies  themselves  — 
be  viewed  with  great  concern, 
rhaps  Jerre  Levy,  a  biopsychologist 
?  University  of  Chicago,  says  it 
'I  think  brains  are  designed  to 
cognitive  challenges,"  she  tells 
Healy.  "It's  just  like  muscles:  If  you 
exercise  them,  they  wither.  If  you 
exercise  brains,  they  wither,"  too. 

ELOPING  THINKING  SKILLS 

ators  tend  to  be  an  optimistic 
).  As  well  they  should  be:  Every 
hey  see  the  proof  of  their  effec- 
ess  right  before  their  eyes.  They  are 
ing  lives.  Few  things  must  be  more 
'ding  —  and  confidence-building  — 
choolteacher  than  to  witness  the 
of  awareness  as  a  child  suddenly 
rstands  what  he's  being  taught, 
lis  optimism  also  can  be  fueled  by 
,y  reported  successes  in  teaching 


science  and  mathematics.  Surely  the 
most  impressive  of  these  remains  Jaime 
Escalante's  achievements  with  poor 
Hispanic  kids  in  the  barrios  of  Los 
Angeles  (see  box).  Many  of  Escalante's 
lesser-known  but  equally  determined 


"Low-tech"  play  and  problem-solving 
are  vital  to  developing  thinking  skills. 

colleagues  must  look  at  his  spectacular 
accomplishments  and  think:  /  am  do 
that  too 

The  analogies  often  used  to  describe 
thinking  skills  lend  credence  to  this 
belief.  If  the  only  traits  poorly  perform- 
ing science  and  math  students  need  to 
develop  are  scientific  "habits  of  mind," 
won't  a  little  more  intellectual  disci- 
pline do  the  trick^  If  minds  truly  are 
like  muscles,  won't  an  increase  in  men- 
tal exercise  build  strong  intellects,  no 
matter  when  that  exercise  takes  place? 

Many  respected  educators  think  so. 
Asa  Milliard,  a  professor  of  urban  edu- 
cation at  Georgia  State  University, 
insists  that,  "generally,  even  those  stu- 
dents who  have  fallen  far  behind  in 
their  mathematics  achievement  can 
close  the  gap  between  themselves  and 
other  students  within  a  relatively  brief 
time,  if  a  high-quality  instructional  pro- 
gram is  offered  to  them." 

And  yet,  despite  this  optimism, 
much  troubling  evidence  remains:  the 
fact  that  early  deficiencies  in  math 


and  other  subjects  tend  to  persist 
throughout  children's  school  years;  the 
high  correlations,  in  nearly  every 
study,  between  intellectual  ability  in 
early  childhood  and  that  m  adulthood; 
and  the  fact  that  a  great  many  young- 
sters do  not  learn  math,  no  matter 
how  well  it  IS  taught. 

But  pierhaps  most  disturbing  of  all  is 
this  conclusion  from  the  National 
Research  Council's  enlightening  report 
Everybody  Counts:  "Despite  massive 
effort,"  the  council  says,  "relatively  little 
is  accomplished  by  [educational]  reme- 
diation programs.  No  one  —  not  educa- 
tors, mathematicians,  or  researchers  — 
knows  how  to  reverse  a  consistent  early 
pattern  of  low  achievement  anci  failure." 

The  Mystery  of  Head  Start 

The  widely  heralded  Head  Start  pro- 
gram would  seem  to  belie  this  assess- 
ment. Inaugurated  in  the  mid-196(Js  as 
part  of  Lyndon  Johnson's  "War  on 
Poverty,"  the  nationwide  preschool  pro- 
gram for  disadvantaged  children  con- 
tinues to  win  high  marks  from  liberals 
and  conservatives  alike.  Few  in  the 
political  sphere  would  dispute  Lisbeth 
Schorr's  assertion  in  Within  Our  Reach 
that  "the  original  rationale  for  Head 
Start  .  .  .  applies  with  even  greater  force 
today.  Over  the  last  20  years  the  long- 
term  benefits  of  preschool  care  have 
been  solidly  documented." 

Careful  research  shows  that  Head 
Start  and  related  programs,  mostly  for 
4-  and  5-year-olds,  often  do  produce 
notable  results:  reduced  placements  in 
special-education  classes;  fewer  reten- 
tions in  grade;  lower  high  school 
dropout  rates;  higher  enrollment  rates 
in  post-secondary  schooling;  and  higher 
employment  levels.  Important  as  they 
are,  though,  these  gains  all  appear  to 
stem  from  changes  in  young  people's 
behavior  rather  than  in  their  basic  abili- 
ties. For  one  of  the  most  sought-after 
improvements  has  been  almost  wholly 
lacking  in  these  programs:  Long-term 
gains  in  intellectual  performance. 

contimied 
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TURNING  KIDS  ON  WITH 
TECHNOLOGY 


The  Sony  View  System,  interactive  multimedia  system 
developed  by  Sony  and  Texas  Learning  Technology  Group. 


The  cowboy  swaggers 
into  the  empty  saloon 
and  takes  a  seat,  slowly 
methodically,  he  sets  out 
three  squat  glasses  on  the 
table  in  front  of  him  and 
fills  them  with  clear  liquids. 

Then  he  snaps  out  a 
deck  of  cards.  "Wanna  see 
a  card  trick^" 

The  grim-faced  bartender, 
unsure  of  the  man's  intent, 
just  nods. 

The  cowboy  dips  the 
queen  of  diamonds  into  one 
of  the  glasses;  there's  a  sizzle 
and  the  bottom  half  of  the 
card  disintegrates.  "Sulfuric 
acid,"  he  says. 

A  black  queen  goes  into 
the  second  glass.  The  same 
thing  happens:  half  the  card 
disappears.  "Sodium  hydrox- 
ide," he  offers  flatly. 

Now,  he  holds  the  acc  of 
spades  over  the  last  glass. 
"Equal  parts  sulfuric  acid 
and  sodium  hydroxide, 
mixed  together.  Whaddya 
think'll  happen?" 

The  bartender  shakes  his 
head.  "I  don't  know." 


The  cowboy  dunks  the 
card;  this  time,  nothing  hap- 
pens. "It  gets  wet!"  He  clearly 
enjc^ys  the  other  man's  dis- 
comfort. 

The  bartender  still  looks 
on,  puzzled.  "Well,  I  guess 
the  sulfuric  acid  and  the 
sodium  hydroxide  ...  They 
must've  neutralized  each 
other's  destructive  proper- 
ties. Sorta  like  hot  water 
and  cold  water  make  luke- 
warm water. 

A  long  pause. 

"Pretty  good  analogy, 
stranger,"  the  tough-talking 
cowboy  says,  not  nearly  as 
tough-talking  as  before. 

MULTIMEDIA  SCIENCE 

Cowboys,  bartenders,  and 
card  tricks  aren't  the  normal 
stuff  of  middle-school  sci- 
ence. But  they  are  for  the 
Austin-based  Texas  Learning 
Technology  Group  [TLTG). 
Established  in  1985,  TLTG 
pledged  to  bring  modern 
technology  into  the  class- 
room —  and  tun  back  into 
learning  science. 


The  group  has  done  just 
that  with  TLTG  Physical 
Science,  a  160-hour  multime- 
dia package  that  covers  all 
the  key  topics  in  the  tradi- 
tional year-long  physical  sci- 
ence course,  but  with  video 
discs,  touch-screen  simulation 
teacher  demonstrations,  and 
real-world  lab  activities  in 
addition  to  written  materials. 

This  multiple-media 
approach  to  science  instruc- 
tion, studies  show,  increases 
students'  attention  levels  and 
comprehension,  and  also 
does  more  to  maintain  their 
interest  over  the  year  than 
the  usual  chalk-and-talk  sci- 
ence lessons  do  —  factors 
that  translate  directly  into 
academic  success. 

Nationally,  50%  of  stu- 
dents fail  intrc^ductory  phys- 
ical science.  But  in  districts 
using  the  TLTG  program, 
failure  rates  have  plummet 
ed  to  only  5'Xi,  with 
the  lowest-achieving 
classes  showing  the 
greatest  gains.  At  Madr 
son  High  School  in 
Houston,  half  the  stu- 
dents failed  physical  sci- 
ence the  year  before 
TLTG  Physical  Science  was 
introduced.  During  TLTG's 
inaugural  year,  there  were 
no  failures  the  first  semester 
and  only  four  the  second. 

The  program  also  appears 
to  boost  higher-level  course- 
taking  in  science.  The 
Jefferson.  Texas,  school  dis- 
trict used  to  teach  physics 
and  chemistry  in  alternate 
years  because  of  a  lack  of 
student  interest.  Now,  stu- 
dent demand  is  so  high  that 
the  district  has  to  offer  two 
sections  of  chemistry  and 
one  of  physics  —  each  year. 


mk 
lis  mm 


In  Mercedes,  Texas,  enroll- 
ment in  chemistry  is  almost 
10  times  what  it  was  before! 
TLTG  came  to  town. 

TECHNOLOGY  AND 
TEACHING 

In  order  to  take  the  greates 
advantage  of  the  new  teach 
ing  technologies,  TLTG  ere 
ated  its  courseware  in  con- 
junction with  such  high-tec 
innovators  as  Sony  and  IBN 
"Sony  worked  very  closely 
with  TLTG  to  develop 
products  that  fit  its  require 
ments,"  explains  Jim  Sandy, 
marketing  director  for  Son) 
Multimedia  Systems  Grou 
"Teachers  like  the  Sony 
VIEW  System"  —  a  combin. 
tion  microcomputer,  video- 
disc player,  and  touch-screej  ; 
monitor  —  "because  it  is 
a  single  unit  and 


is  easy  to  set  up.  School  disjilfsSi! 
tricts  like  it  because  it's  [|, 
affordable." 

Sony  hasn't  stopped  at 
making  classroom-oriented 
devices  like  its  VIEW  Syste 
however.  The  company's 
Laser  Library  CD-ROM  sy; 
tem,  which  hit  the  market 
earlier  this  year,  puts  high- 
volume  text  storage,  motio 
and  video  capabilities,  and 
the  high-quality  sound  of 
compact  discs  within  reacJ 
ot  individual  users. 
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[athematica2.0'. 

le  standard  for 
chnical  computing 
id  education 


nportance  of  the  program  cannot  be  overlooked  ...  it  so 
mentally  alters  the  mechanics  of  mathematics." 

New  York  Times 

imatica  has  the  potential  to  change  the  world  of  science  at 
as  much  as  word  processing  has  changed  the  world  of  writing. 

Inf eWorld 


?matica  is  a  startlingly  good  tool. 


Nature 


Macworld World  Class  Software  Award  Survey 
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/Idthematica  has  also  received  best  software/new  product 
'wards  from: 


Macworld  1990-91 
Discover,  1990 
BYTE.  1989 


MacUser,  1989 
Business  Week,  1988 
InfoWorld  1988 


Available  for  PC,  Macintosh,  Unix,  and  VMS 
systems,  Mathematica  2.0  brings  a  range  of  new 
capabilities  to  Mathematica,  the  proven  leader  in 
teclinical  computing  software.  Interactively  han-  ; 
dling  numerical,  graphical,  and  symbolic  computa- 
tion at  all  levels,  Mathematica  2.0  adds  50  percent 
more  functions.  These  include  sound  generation, 
differential  equations,  external  program  communi- 
cation, as  well  as  enhancements  to  Matliematica's 
built-in  high-level  programming  language. 

Mathematica  has  rapidly  become  the  standard 
for  technical  computing  and  education,  with  more 
than  a  dozen  textbooks,  a  quarterly  journal,  and 
several  newsletters  devoted  to  the  system. 
Mathematica  is  in  use  at  all  of  the  50  largest  U.S. 
universities,  all  of  the  technical  Fortune  50  compa- 
nies, and  most  of  the  world's  larger  engineering 
firms.  In  fact,  more  than  100,000  technical  profes- 
sionals and  students  around  the  world  are  working 
with  Mathematica  every  day. 

To  find  out  what  Mathonatica  can  do  for  you,  call 
Wolfram  Research  at  1-800-441-MATH. 

Mathematica  2.0 

A  System  lor  Doing  Mathematics  by  Computer 


Mathematica  is  currently  available  for: 


/IS-DOS  386,  Microsoft  Windows,  Macintosh,  CONVEX, 
)G  AViiON,  DEC  VAX  (ULTRIX  and  VMS),  DEC  RISC,  HP  9000, 
ipollo,  IBM  RISC  System/6000,  MIPS,  NeXT,  Silicon  Graphics, 
lony,  Sun-3,  and  SPARC. 

rices  in  U  S  and  Canada  start  at  $595  educational  discounts  are  available. 


/olfram  Research,  Inc.,  100  Trade  Center  Drive,  Champaign,  IL  61820-7237,  USA 
17-398-0700,  fax  217-398-0747,  email  info@wn  com 

/olfram  Research  (UK)  Ltd.,  P  0  Box  1 14,  Abingdon,  Oxon  0X13  6TG,  United  Kingdom 
M  (2351 550  440,  fax.  ■r44  (235)  550  445,  email  info-ul<@wri  com 
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A  1985  study,  prepared  for  the  U.S. 
Department  of  Health  and  Human 
Services,  analyzed  more  than  2()()  evalu- 
ations of  Head  Start.  Its  conclusion: 
Although  Head  Start  participants' 
scores  on  tests  ol  intellectual  ability  rise 
while  they're  attending  classes,  their 
scores  over  the  long  run  "do  not  remain 
superior  lo  those  of  disadvantaged  chil- 
dren who  did  not  attend  Head  Start."  In 
fact,  says  Ron  1  laskins  of  the  U.S. 
House  Committee  on  Ways  and  Means, 
none  ot  the  differences  in  intellectual 
ability  between  the  two  groups  of  stu- 
dents IS  "educationally  meaningful  after 
the  first  year  of  schociling." 

An  I'valuation  of  1 1  either  preschool 
programs  for  4-  and  5-year-olds,  called 
the  Consortium  of  hongitudinal 
Studies,  reached  almost  identical  find- 
ings. Child  psychologists  Sandra  Scarr 
and  Jeffrey  Arnett  explain:  "The  consis- 
tent result  across  the  studies  was  that, 
although  all  oi  the  children  were 
reported  to  have  had  IQ  gains  immedi- 
ately following  the  inter\'ention,  in 
almost  all  cases  this  result  was  followed 
by  a  steady  dtxline.  Thus,  ...  3  or  4 
years  after  the  termination  of  the  inter- 
vention, the  IQs  (//(/  not  differ  between 
the  experimental  and  comparison 
groups."  liven  in  the  highlv  acclaimed 
Perry  Preschool  Project,  large  test-score 
differences  of  12  points  at  age  5  shrink 
to  an  insignificant  two  points  bv  age  S, 
and  \anish  thereafter. 

Early  Versus  Late 

Indeed,  the  onlv  educational  interven- 
tions thai  appear  to  bring  about  long- 
term  gains  in  intellectual  capabilities 
are  programs  that  begin  in  the  first  two 
or  thii'e  years  of  life'.  Cne  study  carried 
out  in  C  olombia,  for  instance,  showed 
that  gains  m  mental  development  were 
some  5'/:f/«i('s  ffculcr  if  educational 
enrichmi-nt  began  at  3 '/2  years  of  age 
than  if  it  started  just  21  months  later. 

The  most  frequently  cited  early-edu- 
cation program  in  the  United  States  is 
the  Carcilina  Abecedarian  Project,  in 
which  trained  social  workers  visited 
rn -1(1/ 111  'si.\i  ss  wi  i  k/nc  a'i.mhi:r  2^  I'mi 


the  homes  of  eco- 
nomically disad- 
vantaged mothers 
two  or  more 
times  a  week  over 
the  course  of  sev- 
eral months,  typi- 
cally starting 
their  visits  when 
the  child  was  a 
few  months  old. 
The  social  worker 
brought  toys  and 
books,  which  she 
left  with  the 
family  after  care- 
fully showing 
the  mother  how 
to  use  them  to 
stimulate  the 
child's  interest 
and  attention. 

Throughout 
the  preschool 
years  —  as  with 
Head  Start  and  subsecjuent  programs  — 
children  enrolled  in  the  Carolina  pro- 
ject performed  significantly  better  on 
mental-abilitv  tests  than  children  not  m 
the  project,  with  differences  in  average 
scores  as  high  as  15  points.  But  after 
schevil  had  begun  and  the  home  visits 
ended,  although  improvements  in  intel- 
lectual performance  tapered  off  some- 
what, the  participating  children  main- 
tained a  substantial  intellectual  edge 
over  nonparticipating  children. 

In  a  similar  home-visit  arrangement 
in  New  York,  called  the  "Mother-Child 
Home  Program,"  children  who  were 
involved  with  the  program  for  two 
years  gained  an  average  of  28  IQ  points, 
while  those  not  in  the  program  actually 
lost  an  average  of  six  IQ  points  —  and 
again,  most  of  these  differences  per- 
sisted throughout  elementary  school. 
And  in  a  Milwaukee  program,  in  which 
severely  economically  disadvantaged 
children  from  3  months  to  6  years  old 
spent  40  hours  a  week  in  a  highly  stim- 
ulating child-care  center,  participating 
children  reached  late  elementary  school 


Development  of  the  thinking  skills  needed  for  scientific  andji 
mathematical  literacy  begins  at  an  early  age. 


with  IQ  scores  some  20  points  highei 
than  those  of  otherwise  comparable, 
nonparticipating  youngsters. 

Deprivation  and  Development 

Developmental  differences  like  these 
are  even  more  pronounced  for  childi 
adopted  out  of  economically  deprivec 
conditions,  whose  entire  living  envin 
ments  are  transformed.  In  terms  of 
intellectual  ability,  report  New  York 
University's  Catherine  Tamis-LeMon 
and  Marc  Bornstein,  children  remov( 
from  foster-care  institutions  and  plac 
in  intact  families  "earlier  in  their  live 
fare  better  than  children  adopted  ou 
later,  ...  and  those  adopted  at  birth 
may  achieve  IQ  scores  equivalent  to 
their  adoptive  siblings." 

Differences  in  ability  according  tc 
the  timing  of  adoption  can  be  quite 
striking.  One  study  in  the  early  1970 


involved  Lebanese  children  adopted  I^P'^^ 
of  an  extremely  impoverished  orpha:  * 
age.  Although  the  children's  develop 
mental  scores  at  the  time  averaged 
around  50  —  indicating  severe  menta 
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To  some  kids  this  is  a  new  source  of  electricity. 


most  kids  it's  a  lime, 
t  to  kids  and  teachers  in  Bell 
LC-sponsored  school  science  pro- 
,  its  chemical  content  and  caloric 
can  produce  electrical  energy. 
Bell  Atlantic,  we  believe  in  giving 
£w  ways  to  look  at  the  world. 


Which  is  why  our  employees  volunteer 
in  school  science  programs.  And  why 
the  Bell  Atlantic  Charitable  Foundation 
and  Bell  Atlantic  companies  parmer 
with  organizations  like  the  American 
Association  for  the  Advancement  of 
Science  to  sponsor  science  programs 


for  both  kids  and  their  teachers. 

We  believe  if  we  spark  their  interest 
in  science  today,  our  children  will  be  able 
to  create  a  better  world  for  tomorrow. 

©Bell  Atlantic 

We're  More  Than  Just  TalR. 
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retardation  —  those  who  were  adopted 
by  age  2  eventually  achieved  IQs  averag- 
ing 9(S.  Htiwever,  those  adopted  in  the 
next  two  years  reached  an  average  IQ 
ot  only  SO;  and  those  adopted  after  age 
four  achieved  even  lower  IQs,  many 
remaining  severely  retarded. 

More  importantly,  observes 
California  State  llniversity  psychologist 
Kevin  McDonald,  the  nite  of  mental 
development  was  significantly  higher  in 
the  children  adopted  at  a  younger  age. 
Such  fincHings,  he  says,  clearly  show 
that  there  is  "a  sensitive  [devekipmen- 
tal]  pei'iod  beginning  around  age  2, 
after  which  the  effects  of  environmen- 
tal deprivation  are  difficult  to  reverse." 

In  cases  of  extreme  deprivation,  in 
fact,  this  cutof  f  point  can  come  even 
earlier.  One  widely  cited  study  exam- 
ined Guatemalan  children  who,  as  part 
of  the  traditional  practices  of  their 
rural  culture,  spent  their  first  year  of 


life  in  small,  dark  huts  with  almost  no 
toys  to  play  with  and  no  conversation  • 
from  their  mothers.  At  the  end  of  that 
year,  investigators  disctwered,  the  chil- 
dren had  severe  mental  retardation, 
testing  well  below  children  of  the  same 
age  from  the  United  States.  However, 
by  age  II,  after  having  spent  the  inter- 
vening 10  years  living  in  a  more  stimu- 
lating environment,  the  youngsters  per- 
formed as  well  on  most  intellectual 
tests  as  did  youths  both  in  the  United 
States  and  urban  Guatemala. 

This  study  is  often  taken  as  proof 
that  children's  intellectual  abilities  can 
reach  acceptable  levels  no  matter  how 
deprived  they  may  have  been  as 
infants.  But  a  follow-up  study,  six  years 
later,  suggests  otherwise.  Investigators 
retested  the  rural  Guatemalan  young- 
sters, using  a  tougher  examination  that 
measured  the  higher-order  thinking 
skills  children  were  supposed  to  have 


mastered  by  their  mid-teens.  On  the: 
more  complex  tests,  the  rural  childrc 
performed  at  considerably  lower  levi 
than  did  middle-class  U.S.  children, 
were  two  to  three  years  behind  Gua' 
malan  children  raised  in  a  larger,  mo 
modern  town. 


Neural  Architecture 

What  could  account  for  these  odd  p 
terns  of  development^  Why  should 
intellectual  deprivations  early  in  life 
so  hard  to  counteract  later  on^ 

The  explanation  for  this  phe- 
nomenon, as  it  turns  out,  lies  not  in 
realm  of  science  and  mathematics  nc 
even  education,  but  in  child  develop 
ment  —  and  with  a  relationship  rare, 
acknowledged  in  public  debate.  Quit 
simply,  mental  capabilities,  like  all  ot 
human  talents,  have  a  physical  basis 
in  this  case,  the  processing  abilities  o; 
the  human  brain.  Although  the  brail 
remains  the  m 
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As  children  explore  and  analyze  patterns  in  their  everyday  world  they  build  up  the  "neural  architecture" 
that  makes  higher-level  thinking  possible. 


mysterious  of 
human  organs, 
is  reasonable  t( 
assume,  says 
Patricia  Goldn 
Rakic,  a  neuro; 
gist  at  the  Yak 
University  Scf 
of  Medicine,  tl 
a  given  adult 
mental  functit; 
Van  emerge  o: 
if  the  proper  c 
nections  and 
circuitry  nece< 
sary  to  carry  o 
that  function" 
in  place. 

It  is  well 
known  that  tf 
human  brain 
sists  of  four  n 
rlements.  First 
are  the  tens  ol 
billions  of  neu 
nms,  or  brain 
cells,  that  serv 
the  brain's  ch 
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oi  dfi"  thmkinj^  skills^  A  ^reat  deal.  As 
Goldman-Rakic  suggests,  if  the  connec- 
tions required  for  these  tasks  aren't 
fully  in  place,  thinking  skills  will  be 
impaired:  Nerve  impulses  can't  be 


icessing  centers,  receiving  and 
g  out  electrical  nerve  impulses, 
i  are  the  interconnections 
m  brain  cells  [averaging  1U,(J(JU 
■e  per  cell],  formed  by  cell 
les  called  axons  and  dendrites. 
are  the  synapses  —  the  points  of 
)ntact  where  the  branches  from 
11  chemically  "communicate" 
he  branches  or  cell  body  of 
■r.  And  fourth  is  the  ynyelin 
the  fatty  tissue  that  insulates 
Is'  branches,  much  like  rubber 
nding  a  copper  wire,  thereby 
;ing  brain  cells'  efficiency  in 
litting  their  nerve  impulses. 
St  of  this  "neural  architecture" 
ps  very  early  in  a  child's  life  — 
of  it  before  birth.  Indeed,  as 
ogist  Richard  Restak  has  noted, 
luman  brain  approaches  its  adult 
eight,  and  number  of  cells  by 
Recent  research  has  also  estab- 
that  80%  of  the  brain's  intercon- 
ns  between  cells  are  in  place  by 
although  the  brain  will  contin- 
ievelop  "at  a  more  modest  pace 
least  another  decade,"  notes  child 
)logist  Michael  Cole,  "a  great 
'  the  brain  structure  that  will 
lally  support  adult  [thmking  and 
or]  appears  to  be  present  by  the 
the  second  year." 
ually,  brain  development  is  even 
:omplicated  than  this.  During 
incy  and  early  infancy,  brain  cells 
1  out  with  abandon,  creating 
nterconnections  than  will  be 
1  in  adulthood  —  a  condition  that 
neurologists  believe  is  responsi- 
■  the  phenomenally  rapid  learn- 
:es  of  young  children.  This  explo- 
:  synaptic  connections  reaches  its 
mm  density  by  about  age  2,  after 
the  brain  begins  pruning  con- 
ns that  aren't  being  used.  In  a 
;al  sense,  then,  neural  pathways 
"en't  exercised  do  "wither  away." 

'hysical  Basis  of  Thinking 

effect  do  all  these  neural  machi- 
s  have  on  learning  and  higher- 


"Tlie  most  serious 
problem  we  face  in 
science  and  math 
education  is  that 
a  great  number  of 
kids  don't  even  come 
to  school  prepared 
to  learn.'' 

Dr.  Walter  E.  Massey 

Director,  National  Science 
Foundation 


transmitted  over  pathways  that  don't 
develop  or  are  pruned  because  of 
nonuse.  And  if  the  connecting  paths 
that  do  exist  aren't  adequately  insu- 
lated, the  efficiency  of  transmission  — 
and  hence  of  thinking  —  may  fall. 

This  relationship  between  early 
brain  development  and  thinking  capa- 
bilities has  been  demonstrated  most 
clearly  in  studies  of  malnutrition. 
Autopsies  of  malnourished  infants 
who  died  in  their  first  year  of  life 
reveal  markedly  fewer  brain  cells,  and, 
it  appears,  a  less  enriched  neural  net- 
work than  well-nourished  mfants  do. 
In  fact,  one  laboratory  study  of  rats 
who  were  poorly  nourished  both 
before  and  after  birth  documented  a 
60%  reduction  in  the  number  of  brain 
cells.  Nutrition  levels  also  appear  to 
affect  the  extent  of  myelin  formation 
around  cell  connections. 

These  findings  are  noteworthy  be- 
cause the  very  malnourished  infants 
whose  brain  growth  has  been  impeded 
are  also  predisposed  to  intellectual  impair- 
ments. In  a  study  of  American  Indian  chil- 


dren, Ernesto  Pollitt  of  the  Massachusetts 
Institute  of  Technology  found  that  the 
average  intellectual  capabilities  of  chil- 
dren who  had  been  severely  malnour- 
ished as  infants  were  some  50%  bwer  than 
those  of  poor  children  who  had  not  been 
malnourished.  And  the  aspects  of  mental 
ability  that  were  most  seriously  affected? 
Those  higher-order  skills  most  critical  to 
later  science  and  mathematics  achieve- 
ment: memory,  abstract  reasoning,  analyti- 
cal thinking,  and  verbal  ability. 

Intellectual  Nourishment 

Just  as  essential  to  brain  growth  as 
physical  nourishment  is  intellectual 
nourishment.  "There  can  no  longer  be 
any  doubt,"  says  Marie  Winn,  "that 
many  aspects  of  brain  anatomy  and 
chemistry  are  changed  by  [the  degree 
of  intellectual]  stimulation." 

The  most  sophisticated  studies  of 
this  question  have  been  carried  out  at 
the  University  of  California  at  Berkeley, 
under  the  direction  of  Marian  Diamond, 
Mark  Rcizenzweig,  and  Michael  Renner. 
The  research  group  placed  infant  rats  in 
either  an  "enriched"  environment  (with 
toys,  learning  exercises,  and  other  ratsj 
or  an  "impoverished"  environment  [with 
none  of  these). 

The  differences  in  brain  develop- 
ment between  the  "enriched"  and 
"impoverished"  rats  have  been  astound- 
ing. When  autopsied,  the  brains  of 
"enriched"  rats  have  displayed  substan- 
tially larger  brain  cells,  increased  levels 
of  an  enzyme  that  promotes  learning, 
up  to  42%  greater  blcxid  [and  hence 
oxygen)  flow  through  the  brain,  signifi- 
cantly thicker  cerebral  cortices  [the 
"thinking"  part  of  the  brain),  and  some 
2i)"/u  to  25'Xi  more  cell  interconnections. 

These  physical  changes  have  been 
accompanied  by  changes  in  behavior. 
While  enriched  rats  are  no  more  skilled 
than  impoverished  rats  in  responding 
to  relatively  simple  mental  challenges 
[like  Pavlovian  conditioning),  they 
prcwe  considerably  more  capable  of 
handling  complex  problem-solving 

continued 
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tasks  [such  as  moving  obstacles  block- 
ing their  food  compartmentj.  In  maze 
tests,  the  enriched  rats  also  learn  more 
quickly  and  accurately,  and,  even  when 
they're  not  being  tested,  engage  in 
more  active  and  systematic  exploration 
of  their  environment  —  just  the  kind  oi 
behavior  that,  in  human  infants,  pro- 
motes raiiiti  intellectual  growth. 

The  Human  Environment 

While  it's  obviously  not  possible  to 
conduct  laboratory  tests  like  these  t;)n 
people,  most  field  studies  of  intellec- 
tual development  produce  intriguingly 
similar  results.  In  his  review  of  research 
in  this  area,  for  instance.  New  York 
University's  Bornstein  found  that  the 
variety  of  stimulants  in  a  child's  envi- 
ronment (toys,  games,  and  bociks)  was 
"consistently  and  pervasively"  associated 
with  intellectual  development  between 
IS  months  and  3'/:  years  of  age. 

University  of  North  Carolina  child 
psychc^logist  David  McPhee  has  also 
looked  carefullv  at  the  longitudinal 
research  on  this  ciuestion,  and  his  find- 
ings mirror  Bornstein's.  "One  of  the 
best  general  predictors  of  [infant]  cog- 
nitive development,"  he  says,  "is  the 
presence  of  age-appropriate  play  materi- 
als." By  contrast,  a  "barrage  of  unstruc- 
tured stimulation,"  such  as  "the  televi- 
sion going  full  blast  and  the  lack  of  a 
.  .  .  place  where  the  child  can  escape  for 
quiet  moments  alone"  actually  under- 
luiiic's  children's  intellectual  growth. 

Even  more  important  than  the 
"play"  environment  is  the  quality  of 
adult  communicatiim.  The  parents'  ver- 
bal responsiveness  to  the  growing 
infant,  says  McPhee,  "is  perhaps  the 
greatest  single  influence  on  early  cogni- 
tive development.  Virtually  all  studies 
including  this  variable  have  found  that 
it  is  one  of  the  best  predictors  of  later 
intelligence."  For  instance.  University 
of  North  Carolina  child  psychologist 
Craig  Ramey  found  that,  e\-en  among 
members  of  the  same  social  class,  dif- 
ferences in  mothers'  attitudes,  behav- 
iors, anc^  interaction  with  their  children 


accounted  for  between  50%  iind  65%  of 
the  variations  in  the  children's  intelli- 
gence-test scores  by  age  3. 

Verba!  stimulation  is  related  to  chi 
dren's  intellectual  development  for  a 
very  simple  reason:  Words  and  ideas 
are  the  "intellectvial  focid"  of  the  brain, 
niiurishment  that  determines  which 
neural  pathways  will  be  strengthened 


The  quality  of  adult  communication  influences  a  child's  early  intellectual  developmc 


and  survive,  and  which  will  remain 
unused  and  die.  In  the  first  four  years 
of  life,  explains  George  Washington 
University  child  psychologist  Stanley 
Greenspan,  children  are  "encountering 
a  large  and  ccimplex  world,"  of  which 
they  seek  to  make  sense  by  observing 
and  analyzing  piitterns  —  relationships 
between  names  and  objects,  between 
their  own  actions  and  others'  rcspcinses, 
and  so  on.  These  observations  then 
become  encoded  into  the  young  brains 
as  an  array  of  neural  connections. 

As  children's  experiences  accumu- 
late, these  neural  connections  become 
more  well-def inecf,  allowing  the  chil- 
dren to  more  actively  draw  on  them  as 
a  basis  for  logical  thinking,  problem- 
solving  and  ciimmunicating  their 
thoughts.  In  arbitrary  environments, 
however,  in  which  verbal  respimses  are 
rare  or  inconsistent,  these  neural  con- 


added  urgency  because  of  one  fact 
Neural  connections  that  don't  devek 
within  the  child's  first  five  years  of 
may  never  develop  at  all.  As  Jane  He 
accurately  summarizes,  "It  is  much 
more  diff  icult  ...  to  reorganize  a  br£ 
than  to  organize  it  in  the  first  place.' 

Studies  of  some  profound  types  o 
brain  damage  suggest  this  is  so.  "Lazy 
eye"  syndrome,  in  which  one  eye  ref 
es  to  focus,  must  be  corrected  by  abc 
age  5  (by  intermittently  patching  the^ 
"good"  eye),  or  the  neural  connection 
necessary  for  binocular  vision  will 
never  form.  Likewise,  children  under 
age  2  quickly  overcome  brain  lesions 
the  left  hemisphere  that  cause  loss  o: 
speech,  but  older  children  recover 
much  more  slowly  (and  less  com- 
pletely], and  many  adults  never  reco' 

Experiments  on  rats  and  other  an 
mals  slnow  this  same  loss  of  "plasticii 
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WHEN  19,000  CAREERS 
ARE  ON  THE  LINE 


Forget  iv)'-covered  walls  and  lounging  on  the  grass.  Today's  students  are  rushing  to  meet 
the  21st  Century.  Libraries  are  now  "multimedia  buildings."  Lecture  halls  are  "instructional  telecommunications 
centers,"  and  laboratories  are  "applied  technology  facilities."  At  California  State  LIniversit\',  Fresno, 
there's  even  a  special  system  to  integrate  all  ot  these  resources.  It's  called  a  telephone. 
Actually,  the  students  of  CSLIF  call  it  the  "super  phone"  -  and  rightfully  so.  By  integrating 
all  voice,  video  and  data  communications,  this  massive  digital  network  provides  access  to  thousands  of  on-campus 
computer  workstations,  telephones  and  telecommunications  services.  From  the  status  of  a  starting  freshman  to 
the  final  grades  of  a  graduating  senior,  the  F9600'"  system  puts  it  all  on  the  line. 
To  learn  more  about  our  super  phone,  just  pick  up  your  telephone.  Call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fu|ilsu,  a  $21  billion 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 

The  global  computer  &  communications  company. 


There's  a  passion  that  drives  tt  o 

more  quahty  ini  ti 


Six  years  ago,  the  people  of  General 
Motors  embarked  on  a  mission  to  build 
quality  cars  and  taicks  that  nval  the  best 
m  the  world 

And  we're  doing  it  with  a  passion. 

Engine  Endurance 

That's  how  Chevrolet  broke  a  14-year- 
old  Mercedes  endurance  record  by  pushing  a 
stock  GM  engine  for  28  straight  hours  and 
averagmg  over  173  miles  an  hour. 

It's  why  a  118-degree  day  in  a 
Mesa,  Anzona  desert 
became  a  welcomed 
opportunity  to  prove 
the  reliability  of  GM's 
3800  engine  m 
Oldsmobile,  to  make 
it  one  of  the  most 
trouble-free  V-6s 
in  Amenca. 

It's  why  we  punish  engines  in  Cadillacs 
with  choking  clouds  of  sand  and  sncw  to 
deliver  a  V-8  so  tough  that  after  five  years  no 
luxur)'  car  made  in  Amenca  is  more  reliable. 

Reliable  Braking 

It's  wh\'  we  superheat  Pontiac's  brakes  to  the  very 
edge  of  endurance  on  a  24-milc  descent  from  Pikes 
Peak— another  reason  the  brakes  on  1991  GM  cars  are 
rated  the  highest  in  satisfaction  of  all  domestics. 


Smoother  Transmissions 


It's  why  we  crammed  over  six  million  miles  of 
combined  engineering  experience  into  the  electronic 
transmissions  in  Buicks  with  3800  V'-6s,  to  be  sure  tb 
deliver  quick,  smooth,  trouble-free  performance. 


CHEVROLET 


P  O  N  T  I  A  C 


OLDSMOBILI 


ople  of  GM  to  build  more  and 
^ry  car  and  truck. 


95%  Would  Recommend 

These  are  just  a  few  of  the  ordeals  the 
people  of  GM  endure  in  our  passion  to  deliver 
on  our  commitment  to  quality. 

In  the  past 
six  years,  the 
people  of  GM  have 
redesigned  and 
engineered  99  new 
car  and  truck  models 
to  improve  quality. 

So  we  Ye 
pleased  to  report 
that  after  driving  thousands  of  miles, 
95  percent  of  our  new  owners  would 
recommend  a  new 
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GM  S  PARTNERS  IN  QUALITY 


Chevrolet,  Pontiac, 
Oldsmobile,  Buick, 
Cadillac  or  GMC  Truck  to  a  friend. 
See  for  yourself  at  a  GM  dealer 

1991  General  Motors  Corporaiion 


Resale  Value 
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A.nd  it's  why 

^h  tons  of  mud  to  stress  them  to  the  limit.  It's  one 
1  why  GMC  Trucks  and  Chevy  Trucks  have  deUvered 
r  resale  value  than  any  truck  over  the  past  12  years. 


MARK  OF  EXCELLENCE 


PUTTING  QUALITY  ON  THE  ROAD 


BUICK 


CADILLAC 


GMC  TRUCK 


it  happens  every  spring.  As  predictably  as 
senior  proms  and  final  exams,  yearbooks  are 
delivered  to  high  schools  across  America. 

With  Yellow's  help,  Joslens,  the  largest 
supplier  of  yearbooks,  makes  this  seasonal 
rite  of  passage  possible.  Yellow  Freight 
System's  extensive  network  and  dedication 
to  on-time  delivery  means  that  Jostens  can 


service  schools  everywhere:  large  and  small. 
For  Jostens  it's  a  partnership  built  on  quality. 
For  students  it's  the  experience  of  one  sunny 
spring  afternoon,  the  day  when  memories 
are  delivered. 

Graduate  to  a  carrier  that  delivers  on  part- 
nerships. Just  call  one  of  our  more  than  630 
locations  across  North  America. 


aptly  cautions,  hi.^h-quality  programs 
like  Head  Start  still  "may  be  getting 
to  these  .  .  .  children  much  later  in 
life  than  they  should  be. 

"Perhaps,"  he  adds,  "three  years 
too  late." 

YOUNG  MINDS  AT  RISK 

Uncomfortable  times  demand  uncom- 
fortable truths.  In  science  and  math 
education,  disciplines  under  siege  from 
both  inside  and  outside  the  profession, 
perhaps  the  most  uncomfortable  truth 
is  that  millions  of  children  are  now 


brain  ages,  hi  the  most  niitable 
ment,  environmental  enrichment 
to  24-day-old  rats  boosted  30  of 
asures  of  brain  growth,  while 
inniental  enrichment  given  to 
ly-old  rats  affected  only  seven  of 
36  measures,  and  most  only  by  a 
amount.  In  addition,  the  new 
interconnections  produced  by 
nmental  enrichment  in  young 
nded  to  be  permanent;  those  in 
rats  tended  to  vanish  once  the 
ment  was  removed, 
ain,  while  such  tests  obviously 
feasible  for  humans,  some  dis- 
g  evidence  suggests  the  same 
pie  may  apply.  A  study  by 
ay's  Rosenzweig  and  his  associ- 
lowed  that  the  amount  of  glu- 
:he  "fuel"  used  to  build  new 
:omponents)  normally  taken  up 
Idren's  brains  follows  an  arch- 
1  pattern,  rising  at  birth,  peaking, 
leclining  steadily  thereafter.  The 
which  the  falloff  in  glucose 
?  Between  ages  3  and  4. 

ies  and  Probabilities 

of  this  is  to  say  that  a  child  who 
ernourished  or  poorly  stimulated 
I  his  or  her  first  few  years  of  life 
3arably  damaged.  Many  such  chil- 
vill  go  on  to  achieve  great  things 
—  perhaps  even  to  become  scien- 
r  mathematical  geniuses,  especial- 
ley  are  blessed  with  caring  teach- 
ceptional  schools,  and  exciting 
e  and  math  curricula. 
1,  life  remains  a  matter  of  degrees 
■obabilities.  Most  children  who 
heir  first  five  years  of  life  inade- 
y  prepared  to  learn  will  be  at  a 
5  disadvantage  compared  with 
lassmates  —  many  because  their 
weren't  allowed  to  develop  to 
ull  potential  at  the  appointed  time, 
children  thus  may  find  them- 
struggling  in  normal  classroom 
ions,  while  better  prepared  chil- 
surge  ahead.  Even  heroic  efforts 
lot  be  enough.  As  developmen- 
ychologist  Theodore  Wachs 


"Serious  gaps  in  the 
academic  prepara- 
tion of  our  students 
can  be  traced  back 
to  a  lack  of  prenatal 
care  and  nutrition." 

Robert  E.  Allen 

Chairman  and  CEO,  AT&T 


entering  grade  school  unprepared  to 
benefit  from  the  science  and  math  cur- 
riculum, no  matter  how  well  it  might 
be  structured.  Nor  is  this  a  random 
risk.  As  in  so  many  areas  of  social  poli- 
cy, those  children  in  greatest  jeopardy 
are  the  members  of  minority  groups. 
Consider: 

■  The  proportion  cif  pregnant  black 
women  receiving  late  or  no  prenatal 
care  has  climbed  by  almost  a  quarter 
since  1980,  and  remains  more  than 
twice  as  great  as  the  proportion  among 
whites.  Two  out  of  every  five  black 
mothers  get  no  prenatal  care  whatsoev- 
er in  the  first  trimester  of  pregnancy. 

■  Black  mothers  are  twice  as  likely  as 
whites  to  have  a  baby  with  a  low 
birth  weight  [below  about  5'/:  Ibs.j 
and  tliree  times  as  likely  to  have  a  baby 
with  a  very  low  birth  weight  [below 
about  3'/:  lbs.). 


■  Some  6(J'Xi  of  births  to  black  mothers 
overall,  and  75'Xi  to  80'X.  of  black  births 
in  the  inner  cities,  take  place  outside  of 
marriage.  One-fourth  of  all  black  births 
occur  to  teenagers,  almost  90'Xj  of  whom 
aren't  married. 

■  Nearly  three-fourths  of  the  children 
under  age  6  in  families  headed  by 
unmarrieci  black  mothers  are  living  in 
poverty. 

■  In  schools,  serious  discipline  prob- 
lems are  2 '/2  times  as  prevalent  in  the 
inner  cities  as  in  the  suburbs,  and  seri- 
ous outbreaks  of  violence  more  than 
three  times  as  ccimmon. 

Statistics  like  these  aren't  the  usual 
parameters  of  science  and  math  achieve- 
ment. But  for  the  coming  decade,  given 
the  problems  ciiscussed  above,  they  may 
be  among  the  most  important. 

Low  Birth  Weights 

The  assault  on  minority  children's  aca- 
demic futures  often  begins  in  the 
womb.  Surveys  in  the  1970s  showed 
that  the  nutrition  levels  of  nearly  60'Xi 
of  poor  women  [and  even  higher  pro- 
portions of  poor  Diiiioritv  women)  were 
so  low  as  to  threaten  the  brain  develofv 
ment  of  their  unborn  children. 

More  recently,  in  her  visits  to  child- 
development  centers  that  track  the 
progress  of  children  with  low  birth 
weights,  fJsbeth  Schorr  discovered 
"rates  of  learning  disability  running  as 
high  as  4i)"/<,  to  45'Xi  as  well  as  high  rates 
of  poor  language  de\'elopment  and 
reading  problems,  difficulty  with 
abstract  concepts,  poor  impulse  control, 
and  attention  deficit  disorder."  Among 
children  with  very  low  birth  weights, 
>iinre  than  70%  exhibit  some  deficien- 
cies in  intellectual  performance. 

These  learning  difficulties  often 
remain  with  young  people  throughout 
their  childhoods.  For  instance,  by  age  4, 
average  IQ  scores  among  children  born 
underweight  can  be  as  much  as  27  per- 
centage points  below  those  of  other 
children.  And  amcing  five-year-olds, 
those  with  low  birth  weights  are  more 
than  twice  as  likely  as  other  children  to 
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Ta  get  people  to  care  about  quality, 
you  have  to  care  al^dut  them. 


At  Motorola,  we 


believe  that  caring  about  your  customers 


begins  with  caring  about  your  own 


employees.  This  belief  in  constant 


respect  for  people  has  led  to  a 


rhrougfi  Moforo/o  Un/versffy,  A^oforo/o 
(Dvesfs  2.8%  o\  (fs  or\r\\jo\  payroll  in  the  education, 
training,  and  retraining  or  its  employees  worldwide 


dedicated  work  force  that  consistently 


delivers  high-quality  products. 
■  Motorola  invests  almost  twice 
the  national  average  in  employee 
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•  Superior  Fioan^ial  R^ule 

•  Six  Sigma  Quality 

•  Thtal  Cvilc  Time  BcOucihsi 
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•  Pinicipoiivr  Manaacn* 


training  programs  that  respond 
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On  fhis  cord  earned  by  Motorola  employees,  "conslant  respect 
lor  people"  is  the  very  first  of  the  company's  key  beliefs;  having 
the  "best  in  class  people"  is  one  of  the  key  goals. 


The  process  of  learning  never  ends  af  Motorola.  Even  the  mosf  sentor 
executives  take  time  to  help  train  our  managers  of  the  future. 


o  changing  work  environments— teaching 
kills,  endowing 


lew  creative 


employees  with  a  sense  of  individual  worth, 
showing  them  that  their  concerns  for 
jersonal  development  are  being  heard, 
rhe  result:  Our  employees  can  now  reach 
I  potential  that  they  once  may  have  only 
Ireamed  possible.  ■  There's  only  one  way 


o  care  about  people: 
me  at  a  time. 


Building  On  Beliefs 


®  and  Motorola  are  registered  trademarks  of  Motorola.  Inc  ®1990  Motorola.  Inc 


SPEC 


DVERTISING  SECTIO 


suffer  from  learning  and  adjustment 
problems. 

One  study,  in  fact,  found  that  intel- 
lectual performance  actually  deterior- 
ated as  these  children  were  forced  to 
learn  more  complicated  tasks.  Among 
children  with  very  low  birth  weights 
who  fell  within  the  normal  intellectual 
range  at  age  5,  some  SO'Yo  experienced 
declines  in  mental  ability  as  they  pro- 
gressed through  elementary  school. 

The  Children  of  Teen  Mothers 

Aside  from  the  possible  complications 
resulting  from  low  birth  weight,  chil- 
dren of  poor,  unmarried  mothers  are  at 
risk  intellectually  in  other  ways  as  well. 
Up  to  one-quarter  of  poor  children,  for 
instance,  may  be  in  danger  of  impaired 
brain  development  due  to  malnutrition 
occurring  between  ages  1  and  4.  Large 
numbers  of  children  also  enter  school 
suffering  from  untreated  health  prob- 
lems, like  ear  infections  and  lead  poi- 
soning, that  can  permanently  affect 
their  learning  ability. 

But  merely  being  the  child  of  a 
teenage  mother  itself  can  have  harmful 
effects.  Demographer  Wendy  Baldwin 
examined  IQ  scores  for  these  and  other 
youngsters  in  the  1970s,  and  found 
that,  compared  with  children  of  older 
mothers,  four  times  as  high  a  propor- 
tion of  children  born  to  adolescents 
had  IQ  scores  lower  than  7(J.  Other 
studies  have  shown  that  the  children 
of  teenage  mothers  have  lower  average 
IQs  overall,  and  that  their  achievement 
levels  in  reading,  spelling,  and  arith- 
metic at  age  7  are  considerably  below 
those  of  other  kids. 

These  intellectual  problems  appear 
to  arise  in  large  part  because  of  defi- 
ciencies in  the  child's  early  learning 
environment.  For  example,  in  one 
study,  low-income  teenage  mothers 
scored  only  2.3  on  a  scale  of  9  in  rein- 
forcing their  1-year-old's  vocalizations, 
and  the  infants,  in  turn,  scored  only  2.7 
on  the  same  scale  in  responding  to 
their  mother's  words  —  levels  far  belov/ 
those  for  other  mothers  and  their  chil- 


dren. At  age  2,  the  quality  of  mother- 
child  communication  in  these  families 
remained  poor.  Elizabeth  McAnarney, 
chief  of  pediatrics  at  the  University  of 
Rochester  Medical  Center  and  director 
of  the  studies,  hypothesizes  that  "the 
subsequent  intellectual  and  behavioral 
problems  seen  in  the  children  of  ado 
lescents  have  their  genesis  in  the  [poor- 
quality]  communication  .  .  .  early  in  the 
children's  lives." 

In  addition,  say  child-development 
specialists,  teen  mothers  are  much 
more  likely  than  older  moms  to  inter- 
fere with  their  infant's  play  —  distract- 
ing the  child,  interrupting  exploratory 
activities,  and  generally  preventing  the 
infant  from  carrying  out  learning  pur- 
suits that  are  essential  to  normal  intel- 
lectual growth. 

Spoken  to  Hardly  at  All 

Adolescent  mothers  are  not  only  young, 
but  most  are  also  poor,  and  their  lower 
socioeconomic  status  contributes  inde- 
pendently to  children's  low  achieve- 


"In  low  socio- 
economiC'Statiis 
homes,  everyone  talks 
about  the  baby,  but 
rarely  to  the  baby." 

Shirley  Heath 

Stanford  I  ^niver^itv 


ment  levels  —  a  problem  that  imperils 
the  offspring  of  many  poor  mothers  in 
their  2(Js  and  3(Js  as  well. 

"Children  who  begin  life  in  poverty 
are  already  at  a  disadvantage  when  they 
enter  kindergarten,"  contends 
economist  Sylvia  f^ewlett,  author  of 
When  the  Bough  Breaks,  "and  a  shortage 
of  resources  dogs  them  relentlessly 
through  ever}'  stage  of  the  educational 
process."  Mathematics  achievement  is 


one  early  casualty.  The  Educational 
Testing  Service  has  found  that  stu- 
dents' socioeconomic  status  accounts 
for  a  large  part  of  the  math  perfor- 
mance gap  between  poor  and  econoi 
cally  better-off  students. 

It  isn't  just  families'  low  incomes 
that  cause  these  differences  in  achie 
ment,  however.  As  in  the  homes  of 
teenage  mothers,  the  limited,  often 
poor-quality  intellectual  stimulation 
a  great  many  lower  socioeconomic-st 
tus  [SES)  homes  (whether  or  not  th( 
mother  is  a  teenager]  also  undermin 
children's  intellectual  development 
sometimes  severely. 

Overall,  parents  in  these  low-SES 
homes  appear  to  devote  dramatically 
less  attention,  of  any  kind,  to  their  c  i:::fa: 
dren's  intellectual  growth  than  high- 
SES  parents  do.  A  study  conducted 
the  early  1980s  by  sociologist  Zena 
Smith  Blau  showed  that  only  9%  of 
high-SES  mothers,  but  48%  of  white 
and  59"^  of  black  low-SES  mothers, 
invested  a  "small  amount"  of  time  in 
their  young  children's  intellectual  ac  ^ei; 
ities.  By  contrast,  64%  of  the  high-SE  t,:-p|j; 
moms  but  fewer  than  10%  of  the  lo 
SES  moms  devoted  a  "large  amount" 
time  to  this  task. 

These  differences  in  the  quality  £ 
extent  of  the  mother's  commitment 
the  child's  intellectual  growth  show 
most  strongly  in  two  areas:  commun 
tion  and  play.  Shirley  Heath,  a  lingu 
at  Stanford  University,  carried  out  a 
detailed  comparative  study  of  early 
eracy  development  in  high-  and  low- 
SES  communities  in  the  early  1980s 
Her  findings,  published  in  her  book 
Ways  with  Words,  are  eye-opening. 

In  general,  reports  Heath,  babies 
the  low-SES  homes  "are  in  the  midsl 
nearly  constant  human  communica- 
tion. . . .  They  are  listeners  and 
observers  in  a  stream"  of  conversatic 
in  which  "everyone  talks  about  the 
baby,  but  rarely  to  the  baby."  In  fact 
during  their  first  six  to  12  months  c 
life,  babies  usually  aren't  even  direcl 
addressed  by  adults.  Nor  do  most 
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effective  sch  "lols  can  all  children  learn  to  their  fullest  potential. 


appear  to  put  much  effort  into 
\g  children  language  or  thinking 
When  infants  begin  to  utter 
i  which  can  be  interpreted  as 
ng  to  items  or  events  in  the  envi- 
nt,  these  sounds  receive  no  spe- 
ention,"  says  Heath.  The  adults 
ly  "do  not  repeat  the  utterance, 
nee  it  as  a  label  for  an  item  or 
or  place  the  'word'  in  an  expand- 
ase  or  sentence." 
imilar  parental  laissez-faire  gov- 
le  provision  of  even  inexpensive 
efore  birth,  Heath  says,  expec- 
lOthers  in  most  low-SES  homes 
^r  buy  nor  are  given  toys  and 
"  At  best,  when  a  baby  is  old 
\\  to  reach  and  grab,  "adults  con- 
?  temporary  toys  —  car  keys,  but- 
arrings,  or  sunglasses."  Nor,  when 
ecome  toddlers,  are  many  chil- 
iresented  with  challenging,  prob- 
Iving  toys:  "Books,  puzzles, 
ulative  toys,  and  blocks  do  not 
a  the  community  unless  they 
leen  brought  in  by  an  outsider." 
i,  Heath  explains,  babies  "are  in 
id  by  older  children  and  adults 
community  as  toys  themselves, 
ire  looked  on  as  entertainers,  and 
:heir  waking  hours  are  spent  in 
mpany  of  others." 
he  conditions  Heath  relates 
familiar,  they  should.  As  noted. 


they  are  the  very  aspects  of  the  early 
learning  environment  that  child  psy- 
chologists have  identified  with  im- 
paired intellectual  and  brain  develop- 
ment. The  cost  of  these  conditions  is  as 
tragic  as  it  is  inevitable. 

The  director  of  a  center  for  impov- 
erished preschool  children  in  Harlem 
summed  up  these  small  misfortunes  by 
explaining  that  "child  after  child"  from 
poor  Harlem  families  arrives  at  school 
"virtually  mute,  unable  to  speak  a  sin- 
gle intelligible  sentence."  And  the  prob- 
lem's cause?  "Most  often,"  the  director 
told  Marie  Winn,  "I  have  found  it  to  be 
simply  the  result  of  hearing  bad 
English,  listening  to  nothing  but  televi- 
sion, and  being  spoken  to  hardly  at  all." 

Solace  Amidst  Dismay 

It  is  hard  to  tell  what  proportion  of 
low-SES  homes  these  conditions 
describe  —  surely  not  all,  as  many  mil- 
lions of  low-income  families  are  caring, 
attentive,  and  intellectually  nourishing. 
Still,  these  poor  learning  environments 
are  apparently  prevalent  enough  m  the 
most  disadvantaged  segments  of  society 
to  cause  us  considerable  concern  —  and, 
in  any  case,  their  practical  effect  is 
clear.  "Many  children  with  fine  poten- 
tial are  already  educational  failures  by 
age  4,"  contends  George  Washington 
University's  Greenspan,  "because  the 


critical  establishment  of  learning  capac- 
ity that  occurs  in  the  first  three  or  four 
years  of  life  has  been  defective,  or  its 
development  has  been  ignored." 

Unfortunately,  these  youngsters' 
prospects  once  they  enter  the  class- 
room aren't  much  better.  Even  the  best 
schools  would  have  trouble  reversing 
such  crippling  disadvantages,  and  the 
educational  establishments  to  which 
the  vast  majority  of  impoverished 
minority  children  are  confined  are  any- 
thing but  the  best.  In  fact,  truth  be 
told,  many  of  these  schools  are  abysmal 
places,  where  disorder  and  violence  are 
the  ruling  ethic,  where  students  are 
bored  and  teachers  scared,  and  where 
learning  takes  place  mainly  by  accident, 
and  only  rarely  by  design. 

These  characteristics  of  America's 
big-city  schools  have  been  so  well  docu- 
mented that  they  need  not  be  recount- 
ed in  any  more  specificity  here.  Those 
interested  in  the  details  can  consult 
any  of  the  recent  front-line  chronicles 
of  life  in  what  we  charitably  call  "edu- 
cational" institutions  for  the  urban 
poor:  Jonathan  Kozol's  Smuige 
Inequtilities;  Samuel  Freedman's  Snuill 
Victories;  Quincy  Howe's  Under 
Running  Laughter;  Emily  Sachar's  Shut 
Up  and  Let  the  Lady  Teach;  and  Bonita 
Brodt's  probing  series  on  Chicago's 
Goudy  Elementary  School  in  the 
Chicago  Tribune  Compared  with  the 
prisons  of  despair  depicted  in  these 
pages,  the  depressed  Calvin  Coolidge 
High  of  Bel  Kaufman's  classic  1964 
novel,  Up  the  Down  Staircase  —  once  the 
archetype  of  academic  decline  —  was 
an  intellectual  Camelot. 

All  the  same,  there's  at  least  some 
solace  to  be  drawn  from  this  dismay, 
for  the  last  two  academic  mysteries 
have  finally  been  resolved.  We  now 
have  a  much  clearer  idea  why  minority 
youths'  relative  science  and  math 
achievement  scores  have  remained  so 
low,  and  why  the  academic  differences 
among  students  that  exist  at  the  outset 
of  schooling  are  so  difficult,  if  not 
impossible,  to  erase.  ■ 
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NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


Morning  is  not  normally  a  happy  time  in  a 
nd  plagued  by  unhealthy  water  and  too  little  to 
It.  Often  it  means  just  one  more  day  coping  with 
lalaria  and  hunger.  But  thanks  to  the  Christian 
hildren's  Fund,  children  like  these  in  Zambia 
vake  to  hope  and  a  lot  more.  This  incredible 
-ganization  helps  over  500,000  children 
I  28  countries  receive  healthcare,  «/  , 

jtrition,  housing  and— to  make  them 
jlf-sufficient— education. 

The  Fund  accomplishes  its  life-saving  work  through 
^nerosity  and  perseverance,  with  a  little  help  from  technology.  At  its 
^adquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
Dmputers.  Their  ability  to  process  thousands  of  international  transactions 
ith  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes, 
hus  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
jblic  and  private  institutions.  In  homes  around  the  world.  Putting  high 
chnology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 
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PART  3 


The 

NECESSARY 


REVOLUTIOI^ 


"It  is  in  the  self-interest  of  both  business  and  educa- 
tion to  join  forces  in  remaking  the  [nation's]  schools. 
If  they  do  not,  the  future  of  public  education  in  the 
rest  of  this  century  is  in  doubt,  and  the  very  success 
of  the  American  way  of  life  is  in  jeopardy." 


T 


his  grim  prediction 
could  have  been  uttered 
by  any  of  America's 
leading  education  offi- 
cials over  the  past  sever- 
al years.  It  was,  in  fact, 
the  pronouncement  of  the  country's 
top  education  official  —  in  1966. 

That  year,  former  U.S.  Commissioner 
of  Education  Francis  Keppel  published 
a  book  entitled  The  Necessciry  Revolution 
in  American  Education,  in  which  he  called 
for  a  "revolution  in  educational  quality" 
that  would  ensure  all  children  the 
superior  academic  preparation  that  was 
then  the  safehold  of  a  privileged  few. 

Regrettably,  we  are  further  away 
from  this  goal  today  than  we  were  a 
quarter-century  ago. 

Nowhere  is  this  more  true  than  in 
science  and  math  education.  Not  only 
do  millions  of  children  today  reach 
adulthood  grievously  ignorant  of  the 
most  basic  scientific  and  mathematical 


1 

concepts,  but  even  among  those  who 
otherwise  well-educated,  a  large  prop 
tion  remain  less  competent  in  these  s 
lects  than  they  will  need  to  be  as  wor  -j 
ers  and  citizens  in  the  ne.xt  century. 

If  we  truly  care  about  the  well-bf 
of  all  our  nation's  children,  as  well  a; 
our  country's  continued  economic  a 
political  strength,  we  cannot  allow  tl 
situation  to  persist.  To  paraphrase 
Keppel,  we  need  to  embark  —  now 
on  our  own  "necessary  revolution"  ii 
science  and  mathematics  education. 

And  this  time,  we  need  to  do  it  rii 


PREPARED  TO  LEARN 


Imagine  a  computer  maker  whose  c( 
puters  fail  one  out  of  every  three  tir 
they're  shipped  out.  Through  a  serie 
of  tests,  the  company  determines  th 
central-processing  unit  (CPU)  board:  fl^A 
are  being  improperly  manufactured 
it  wishes  to  stay  in  business,  the  firn 
doesn't  then  try  to  compensate  for 
error  by  adding  a  faster  disk  drive  o  #^8 
doubling  its  computers'  memory.  It 
finds  out  what's  going  wrong  in  the 
CPU  manufacturing  process  —  and 
then  fixes  it. 

Why  don't  we  follcw  the  same  iq 
when  it  comes  to  our  nation's  childi 

Each  year,  hundreds  of  thousandi 
of  five-year-olds  enter  grade  school 
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This  Is. 


As  a  leader  in  telecommunica- 
3ns  and  the  use  of  fiber  optics, 
^ntel  has  succeeded  by  not  only 
iscovering  the  power  of  tech- 
Dlogy,  but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 

CEMTEL 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 


©  1991  Centel  Corporation.  For  more  Information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  HIggins  Road,  Chicago,  IL  60631. 
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vinprepared  to  learn.  Worse,  because 
the  time  of  their  most  rapid  intellec- 
tual growth  —  and  development  oi  the 
underlying  physical  architecture  —  has 
already  passed,  these  children  may  be 
left  permanently  behind  their  class- 
mates, no  matter  what  schools  might  do. 

Yet  almost  none  of  the  recent  stud- 
ies of  science  and  math  achievement, 
and  few  examinations  of  the  state  of 
education,  generally  confront  this  issue. 
Those  that  do  usually  urge  only  that 
we  make  Head  Start  services  available 
to  all  young  people,  not  just  a  few.  But 
Head  Start,  as  the  research  shows,  is 
not  enough.  Worthy  as  it  is,  it  gets  to 
the  most  intellectually  endangered  kids 
years  too  late.  Even  if  we  were  to  "fulK- 
fund"  the  program,  we  would  leave 
untold  numbers  of  poor,  mostly  minor- 
ity kids  in  grave  intellectual  jeopardy. 

We  must  do  more.  Specifically,  if 
we  are  to  prevent  the  problems  dis- 
cussed in  Part  II,  we  must  ensure: 

■  Universal  use  of  early  prenatal  care 
as  well  as  postnatal  care. 

■  The  availability  of  educational  day 
care  and  early  preschool  programs  for 
all  pcwr  children,  beginning  as  early  as 
infancy,  in  which  age-appropriate 
games,  toys,  and  creative  activities  — 
not  long  hours  of  idle  TV  watching  — 
occupy  the  children's  time. 

■  Adequate  health  care  and  nutrition 
for  all  poor  children,  provided  in  the 
context  of  these  programs. 

■  Community-based  home-visitation 
programs  tor  poor  adolescent  mothers 
and  other  "at-risk"  parents. 

■  Universal  access  to  Head  Start. 
Merely  making  these  services  available 
will  not  be  sufficient,  however.  The 
vast  majority  of  poor,  unmarried  moth- 
ers already  have  access,  for  example,  to 
food  stamps.  Medicaid,  and  free  or  low- 
cost  prenatal  care,  yet  the  historical 
declines  in  the  infant  mortality  rate 
(the  most  concrete  indicator  of  infant 
health)  have  stalled  in  recent  years.  The 
problem,  in  a  great  many  cases,  is  not 
that  such  services  are  unavailable,  but 
that  they  are  not  being  used. 
i:nhiVBi"^iM-ss  wi:i:K/\o\'i:MBi:k  25.  uwi 


Thus,  as  we  have  long  required  chil- 
dren between  age  5  and  16  to  attend 
school  —  for  their  own  benefit  as  well 
as  the  nation's  —  we  must  now  explore 
ways  to  ensure  that  younger  children 
receive  the  care  and  intellectual  stimula- 
tion they  need  before  age  5,  so  that  they 
ma\-  perform  to  their  p(^tential  once 


they  reach  school.  The  most  effective 
way  of  achieving  this  goal  is  to  directly 
link  public-assistance  payments  with 
the  use  of  these  services. 

Of  course,  the  even  higher  value  of 
indi\  idual  liberty  demands  that  no  par- 
ent capable  of  providing  financially  for 
his  or  her  family  be  forced  to  participate 
in  these  programs.  But  parents  who 
turn  to  their  fellow  citizens  for  finan- 
cial support  must  begin  to  accept  the 
obligation  that  comes  with  that  aid: 
protecting  the  health  and  well-being  of 
their  children.  We  are  abdicating  our 
responsibility  as  a  society  if  we  merely 
hand  out  the  money  and  the  Medicaid 
cards,  then  blindh'  turn  our  backs. 

A  CHOICE  IN  SCHOOLS 

In  his  new  bc^ok,  Scwa^e  Ineqiudities, 
Johnathan  Kozol  searches  for  a  metaphor 
for  the  inequalities  in  schooling  for  rich 
and  poor,  and  settles  on  the  image  of  a 
"tainted  sports  event."  He  admits  the  com- 
parison is  imperfect.  "Unlike  a  tainted 
sports  event,"  he  writes,  "a  childhood  can- 
not be  played  again.  We  are  children  only 
once;  and,  after  those  few  years  are  gone, 
there  is  no  second  chance  to  make  amends." 
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These  trenchant  words  should  be 
emblazoned  on  the  wall  of  every 
schoolhouse,  every  corporate  board 
room,  every  congressional  office:  chi 
dren  have  only  one  chance  to  receiver^'' 
the  education  they  need  in  order  to 
prepare  themselves  for  life  and  work 
and  after  that  one  chance  has  passed, 


w 

CM 


there  are  no  more  chances. 

Yet  what  do  most  critics  (Mr.  Ko: 
among  them)  suggest  as  the  remedy 
this  problem!'  That  we  should  dramal  iCon^ 
cally  increase  spending  on  our  schoolj  B'iy^i' 
especially  on  the  worst  ones. 

We  have  —  and  it  hasn't  worked 

■  Overall,  per-pupil  spending  in  the 
United  States,  adjusted  for  inflation, 
doubled  between  1966  and  199U 
with  no  demonstrable  improvement 
(and  many  signs  of  decline)  in  the 
quality  of  education  provided. 

■  In  the  Boston  school  system,  com- 
bined SAT  scores  are  283  points  lowe  kimi 
than  in  nearby  Lexington,  Mass.,  even 
though  Boston  spends  S  1,600  more  pi 
pupil  than  Lexington  does. 

■  In  Washington,  D.C.  schools,  whos  ft 
degraded  condition  Kozol  holds  up  foi 
shame,  eighth-graders  ranked  39th  ou  ) 
of  40  states  and  territories  in  a  recent|ita;;;j 
nationwide  math  test  —  yet  the  cit/ s 
per-pupil  spending  was  the  highest 
am.ong  the  jurisdictions  surveyed. 

In  short,  there  is  no  guarantee  thj  wx.''& 
even  doubling  or  tripling  the  amoun  mp 
of  money  spent  on  the  deteriorating  xmn 
violence-ridden  schools  of  the  inner 
citv  would  turn  these  educational 
wastelands  into  academic  oases.  If  wi  i> 
want  the  most  disadvantaged  childn 
to  be  able  to  attend  good  schools 
there's  a  much  more  direct  solution: 
Let  them  go  to  the  good  schools. 

This  is  exactly  what  education 
choice  plans  would  do.  By  allowing 
poor  children  (and  all  other  childrer  ^, 
to  attend  whatever  school  in  the 
metropolitan  area  they  choose,  these  k 
plans  would  do  more  than  we've  eve 
done  to  assure  equal  educational  op] 
tunitv  for  all  children. 

contiifi: 
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ECIAL    ADVERTISING  SECTION 


FIE  ESCALANTE 
lATH  PROGRAM 


e's  not  just  teaching 
calculus  anymore. 
Now,  he's  teaching 
^achers. 

me  Escalante.  Surely, 
math  instructor  in 
)untr)'  has  heard  of  this 
an  immigrant  who 
d  an  impoverished, 
iminantly  Hispanic  East 
ingeles  high  school  into 
onal  math  powerhouse, 
bly  most  have  seen  the 
0-funded  film  "Stand 
)eliver,"  which  chroni- 
is  teaching  revolution  at 
eld  High.  And  many  no 
t  have  read  Washington 
eporter  Jay  Mathews' 
book  Escalante:  The  Best 
er  hi  America  (a  label 
mte  modestly  denies). 
It  amid  the  awe  and, 
times,  envy  surrounding 
'ell-documented  facts 
:alante's  accomplish- 
s  —  a  quarter  of  the 
n's  Hispanic  students 
pass  the  ad\'anced-place- 
calculus  exam,  for  in- 
come  from  his  school 
ny  educators  seem  to 
forgotten  the  most 
tant  lesson  of  Escalante's 
iph:  how  it  happeyied. 
calante  says  he  laughs 
people  suggest  his 
ss  is  largely  a  product 
.  own,  imposing  person- 
And  he's  right.  If  the 
liveness  of  the  Escalante 
Program  depended  on 
resence  of  its  founder, 
mte  would  be  a  mere 
sity  —  at  best  one  of  a 
land  "points  of  light"  — 
more  use  to  aspiring 
teachers  than  Madonna 
ispiring  music  stars. 
It  the  Escalante  Math 
am  works  because  it's 
d  in  old-fashioned 


common  sense  —  something 
that  can  be  transferred  to 
any  classroom.  That  so  many 
educators  don't  see  this, 
Escalante  asserts,  "just  shows 
how  far  away  we  have  drift- 
ed from  the  fundamentals 
of  teaching." 

TEACHING  THE 
TEACHERS 

Escalante,  who  recently  left 
Garfield  High  for  the  chal- 
lenge of  a  new,  equally 
impoverished  high  school  in 
Sacramento,  Calif.,  is  working 
to  turn  this  trend  around. 
Since  gaining  national  promi- 
nence, he's  founded  a  teach- 
er-training center  at  East  Los 
Angeles  College;  produced  a 
public-tele\ision  \'ideo  series, 


for  the  first  time  detailed  the 
ingredients  of  his  success. 

The  article  should  be 
required  reading  for  all  math 
teachers. 

The  most  basic  factor  in 
helping  young  people  learn 
math,  Escalante  says,  is  hav- 
ing faith  in  one's  students: 
"My  sole  criterion  for  accep- 
tance into  the  program  is 
that  the  student  .  .  .  sincerely 
wants  to  learn  math."  From 
there,  it's  up  to  the  teacher 
to  bring  each  student's 
desire  to  life.  "If  we  expect 
kids  to  be  losers,  the\'  will  be 
losers,"  he  contends.  "If  we 
expect  them  to  be  winners, 
the\'  will  be  winners." 

But  students  have  an 
equal  obligation:  The\'  must 


called  "Futures,  designed  to 
excite  teachers  and  students 
about  math;  and  is  planning 
a  "\'ideo  textbook"  of  some 
of  his  calculus  lectures. 

But  perhaps  his  most 
important  contribution  to 
the  teaching  profession  is  an 
article  he  \vrote  in  the  Spring 
1990  issue  of  Howard  Uni- 
\"ersity's  Journal  of  Negro 
Education.  There,  Escalante 


work  to  succeed.  By  now,  the 
contract  Escalante  requires 
each  of  his  students  and  their 
parents  to  sign  is  well-known. 
Among  other  things,  the 
contract  binds  students  to 
completing  extensive,  night- 
ly homework  assignments: 
attending  study  sessions  after 
school  and  on  Saturdays;  and 
enrolling  in  Escalante's  sum- 
mer math  program. 

\o\i;.\i 


More  important  than  the 
specifics,  though,  is  the  princi- 
ple behind  them:  "hard  work, 
and  lots  of  it,  for  teacher 
and  student  alike."  Escalante 
demands  "practice,  practice, 
and  more  practice"  from  his 
charges.  The  net  result,  he 
explains,  is  the  young  people 
in  his  classes  "spend  more 
time  being  exposed  to  and 
doing  math  than  most  other 
high  school  students  do"  — 
and  the  effect  of  that  expo- 
sure shows  up  in  a  nearly 
unparalleled  performance  on 
the  calculus  exams. 

IT  COMES  DOWN 
TO  LOVE 

Other  elements  of  Escalante's 
program  are  important  as 
well.  He  promotes  a  football- 
like team  spirit,  cooperative 
learning,  contacts  with  suc- 
cessful former  students, 
close  parental  invoK'ement, 
and  a  good-humored  mode 
of  instruction  that's  as  much 
fun  as  it  is  serious.  He  also 
fills  his  teaching  "with  lively 
examples,  ingenious  demon- 
strations of  math  at  work, 
and  lots  of  linkages  between 
math  principles  and  their 
real-\s\irld  applications." 

But  in  the  end,  he  believes, 
It  all  comes  down  to  lo\'e.  "I 
exhibit  deep  lo\'e  and  caring 
for  my  students"  —  and  that 
means  more  than  being  a 
sounding  board  for  their 
concerns.  "It  also  means  that 
I  must  be  willing  to  repeat 
an  idea,  concept,  or  term  as 
many  times  as  needed  for 
students  to  understand  it.  I 
have  to  make  sure  that  every 
kid  is  listening  to  me  and 
watching  me  when  I  teach," 
he  says,  "so  that  they  do  not 
miss  a  thing."  ■ 
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Some  don't  see  it  this  \vi\\.  To  the 
most  \'ocal  proponents  of  the  current 
educational  regime,  choice  is  a  threiiT  to 
the  schooling  of  the  poor.  Gi\'en  the 
opportunity  that  choice  would  afford 
them,  these  critii^s  insist,  students  and 
their  parents  would  abandon  the  poor- 
est-quality public  schools  en  nuisse,  lea\'- 
ing  these  schools  no  choice  but  to  close. 

That's  just  as  it  should  be.  Schools 
that  cannot  produce  high  levels  of 
achic\'ement  should  not  be  in  business. 
We  need  to  ensure  that  e\'ery  poor 
child  has  ready  access  to  a  free  elemen- 
tary- and  secondary-school  education, 
and  choice  plans  do  that.  But  we  should 
never  consign  students,  of  any  race  or 
socioeconomic  status,  to  a  bad  school 
just  for  the  sake  of  preserving  the  school. 

More  likely,  confronted  with  the 
sudden  competitive  pressures  to  impro\'e 
or  face  extinction,  poor-performing 
school  systems  \vould  begin  to  rex'olu- 
tionize  themsek'es,  for  the  benefit  of 
ciU  their  students.  This  is  just  what  has 
happened  in  Kew  York  City's  Harlem 
Community  School  District  No.  4, 
which  offers  open  enrollment  in  any 
junior  high  school  and  a  number  of  ele- 
mentary schools  m  the  district.  Listen 
to  this  revie\v  from  the  nonpartisan 
National  Commission  on  Children: 
"The  combined  effects  of  school  choice, 
a  comprehensi\-e  and  interactive  cur- 
riculum tailored  to  students'  needs,  and 
increased  teacher  automonv  [in  District 
No.  4]  have  dramatically  improved  the 
performance  of  the  districts'  students." 

If  this  kind  of  impro\'ement  can 
happen  in  Harlem,  one  of  the  nation's 
most  economically  deprived  neighbor- 
hoods, it  can  happen  e\'ervwhere. 

And  choice  can  make  sure  it  does. 

TEACHING  SCIENCE  AND  MATH 

W'e  come  finally  to  science  and  mathe- 
matics instruction.  The  delay  in  address- 
ing this  subject  was  intentional:  To  be 
effective,  the  reform  of  science  and 
math  instruction  must  begin  with  the 
reform  of  education.  New  curricula, 
new  teaching  techniques,  and  better- 
i.ll"  1  m  siM  ss  W  I  I  K  Wn  iMBHR  2-. 


trained  teachers  may  boost  the  science 
and  math  performance  of  children  who 
are  already  the  most  academically  able. 
But  absent  adequate  preschool  prepara- 
tion and  high-quality  schools,  these 
steps  will  do  little  to  reverse  declines  in 
achievement  among  students  who  are 
furthest  behind. 

That  said,  a  revolution  in  the  way 
we  teach  these  subjects  is  urgently 
needed  if  this  nation  is  to  be  first  in 
the  world  in  science  and  mathematics 
achievement  b\-  the  year  200U.  Today, 
science  and  math  are  not  being  taught 
to  world-class  standards.  They  must  be 
if  our  schools  are  to  produce  world- 
class  students. 

This  requirement  applies  from  the 
moment  children  first  encounter  sci- 
ence and  mathematics.  Math,  in  partic- 
ular, is  now  being  presented  to  kinder- 
garten and  the  early-elementary  stu- 
dents in  such  a  way  as  to  silence  rather 
than  engage  their  natural  curiosity,  and 
to  confuse  more  than  enlighten  them. 
One  of  the  main  reasons  for  this,  of 
course,  is  that  the  teachers  themselves 
often  don't  know  what  thev're  teaching; 
sadly,  at  the  time  when  children's  need 
for  help  in  understanciing  math  is  its 
most  intense,  their  teachers  have  the 
least  academic  training  in  the  subject. 

Ultimately,  correcting  this  problem 
will  require  that  science  and  math 
teachers  —  in  the  early-elementary 
vears  as  well  as  later  —  be  much  better 


educated  in  these  fields,  a  change  tha  jlfi?.H 
will  require  both  sharply  higher  tead  ec.  oi 
ing-certification  standards  and  expam  i: 
ed  in-service  training.  But  we  cannot  giioi 
wait  for  these  long-term  improvemen  Ir  "o 
to  take  effect  before  we  start  teachin;  exr-j 
math  to  children  in  the  right  way.  TV  i 
National  Science  Foundation's  Project  5ru.::o 
IMPACT  (see  box)  has  proven  that  it!me>in 
is  possible  to  train  early-elementary 
math  teachers  in  a  timely,  effective, 
and  cost-efficient  fashion  —  and  to 


upgrade  beginning  math  instruction  iKi^bvi 
the  process.  We  should  extend  this 
program  to  all  school  districts  at  the 
earliest  practical  moment. 

In  the  later  grades,  the  needs  are 
similar:  higher-quality  textbooks;  mor(  '!e 
engaging  teaching  methods;  and  bette: 
trained  teachers.  But  the  key  to  succe: 
ful  reform  at  these  grade  levels  is  a 
completely  reconfigured  curriculum  -  ivv> 
and,  fortunately,  the  road  map  for  sue  ds.,:-; 
a  change  is  already  in  place. 

In  science,  the  National  Science 
Teachers  Association  has  developed  a  k 
course  of  study  for  the  seventh 
through  1 2th  grades  that  is  now  beinjL:-: 
tested  in  California,  Texas,  and  four 
other  jurisdictions.  The  curriculum 
adopts  the  European-style  "layer  cake''|ii 
approach:  Rather  than  taking  a  smat- 
tering of  disconnected,  full-year  sci- 
ence courses,  children  in  the  new  curls 
riculum  would  study  key  aspects  of 
each  of  four  sciences  (biology,  chem- 
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physics,  and  I'.ailh  scicnn")  cvrry 
Slot  only  would  thev  keep  addinj; 
ir  base  of  knowledge  o\  ei  lime, 
ley  would  continually  be 
sd  to  the  interconnections 
g  scientific  disciplines  —  some- 
the  current  curriculum  makes 

impossible. 
;ewise,  in  math,  the  National 
:il  of  Teachers  ot  Mathematics 
iblished  a  detailed  K-12  curricu- 
nat  spells  out  a  core  of  mathemat- 
lowledge  students  should  acc|uire 
h  grade  level  as  well  as  the  partic- 
linking  skills  —  such  as  problem- 
4  and  deductive  reasoning  —  they 
1  master.  Finally,  through  its 
t  2U61®  the  American  Association 
e  Advancement  of  Science  is  cre- 
i  follow-on  set  of  alternative  cur- 
m  models  that  would  fully  inte- 
icience,  math,  and  other  key  sub- 
-  while  remaking  the  larger  edu- 
al  process  at  the  same  time, 
tes  and  school  districts  shiuild 
these  new  curricula  and  teaching 
iques  into  their  classrooms  as 
ly  as  possible.  For  years,  our 
Is  have  failed  to  teach  science 
lath  well  because  educators  did 
"low  what  should  be  taught,  or 

or  how.  Now,  those  questions 
3een  answered.  What  remains  is 
mentation. 

.LENGING  STUDENTS 
lARN 

'ay,  this  emphasis  on  a  strength- 
icience  and  math  curriculum  is 
ig  new.  One  of  the  key  goals  of 
lucation-reform  movement  of  the 

was  to  increase  the  number  of 
e  and  math  courses  students 
And,  in  large  measure,  the  reforms 
;-ded:  46  states  raised  their  gradua- 
jquirements  in  these  suhjeLts 
j;  the  decade.  Why  didn't  science 
lath  scores  take  off^ 
ucation  journalist  Thomas  Toch 
us  one  answer  in  his  disturbing 
look,  In  The  Ndmc  of  Excellence. 

with  the  increase  in  advanced 


academic  programs  in  many  states," 
he  writes,  "tremendous  numbers  of 
students  are  being  permitted  to  satisf  y 
new  graduation  requirements  in 
a  host  o{  insipicf  courses  that  are 
appearing  where  requirements  have 
been  raised.  [These]  watered-down 
courses  typically  teach  students  onlv 
the  most  rudimentary  aspects  of  the 
academic  disciplines." 

In  Florida,  for  example,  high  school 
students  can  fulfill  their  four-year  sci- 
ence requirement  without  having  to 
take  a  single  course  in  biologv,  chem- 
istry, or  physics;  in  the  high  school 
"general  math"  sequence,  they  study 
nothing  but  arithmetic  for  four  years. 
The  same  is  true  in  Arkansas,  whose 
course-taking  requirements  are  nomi- 
nally among  the  toughest  in  the  nation. 
In  Pennsylvania,  students  receive  math 
creciits  for  taking  metal  shop. 

Toch  places  much  of  the  blame  for 
gutting  these  new  graduation  require- 
ments on  educators  themselves.  In  his 


"//  we  Ueep  doing 
what  we've  been 
doing  in  ednccition, 
we're  going  to  keep 
getting  what  we've 
ah'eady  got." 

Thomas  King 

Project  nnt'Ltor,  Saturn  SlIiiioI 
ot  Tomorrow  Project 


tour  of  60  schools,  he  found  that  most 
public  educators  continue  to  "reject  the 
notion  that  non-college-bounci  sttick'nts 
need  to  study  academic  subjects  in 
more  than  a  superficial  wav." 

Whomever  is  to  blame,  the  implica- 
tions of  this  intellectual  sabotage  are 
clear:  New  science  and  math  curricula 
will  be  useless  unless  they  are  imple- 


mented and  enforced.  If  we  want  all 
students  to  learn  science  and  math, 
they  must  study  science  and  math,  not 
metal  shop  and  arithmetic. 

This  same  principle  apjilies  inside 
the  classroom.  Grade  inflatitin,  surface- 
skimming  lectures,  and  minimal  home- 
work are  fast  becoming  the  rule  in  the 
nation's  schools,  particularly  in  the 
inner  cities.  As  one  North  Carolina  sci- 
ence teacher  explaineci  to  Tom  Toch, 
in  exttilling  a  new  science  course  for 
disadvantaged  students:  "It's  easy 
enough,  so  [studi^'nts  Lan]  feel  good 
about  themseK'es." 

UnfortunateU',  knowledge  and  skills 
—  not  "feeling  good  about  onesi.'lf "  — 
propel  young  people  into  college,  well- 
paying  jobs,  and  rewarding  careei  s. 
Pretending  otherwise,  and  refusing  to 
demand  top-level  performance'  I  rom 
every  student,  not  only  cheats  kids  out 
of  an  educatii.>n,  it  e  heats  them  out  of 
life  —  and  all  the  more  so  foi  poor  and 
minority  stucfents.  /Xcceptmg  disadvan- 
tage as  an  excuse  lor  failure,  says  math 
teacher  extriionliniiire  Jaime  I'sealante, 
can  be  a  "death  lilow"  to  these  stu- 
dents' dignity  and  their  dww  tor  suc- 
cess. 

Escalante  should  know .  I  ie  pi  o\-ed 
that  with  p]  ai,tKe,  hard  woi  k,  and 
homework  —  "lots  ol  it"  —  economically 
disadvantaged  \oungsters  coiikl  i.onc]uer 
even  the  most  diHkult  higli  school 
subject,  advanLed-|ilan'menl  i^ak  tilus. 
Escalante  stimmai  i/es  this  accomplish- 
ment in  a  simple  e(.|uation:  "Determin- 
ation +  Hard  Woik  +  Discipline  =  The 
Way  to  StKcess." 

There's  a  k'sson  here.  Chiklien 
can't  learn  unk'ss  they  study  —  ancf 
most  won't  stud\  unless  theii  teach- 
ers and  schools  demand  it  of  them. 
On  the  other  hand,  if  teachers  do 
assign  lots  of  homework,  gixc  tough 
exams,  and  flunk  stucfents  who  cfon't 
perform  —  and  administrators  and 
parents  support  them  in  these  steps  — 
children  will  learn  very  cjuickly  that 
studying  and  achievement  are  impor- 
tant c iimmociities  —  more  important. 
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thi'\'  may  find,  than  tht-  long  hours 
Uu'\  now  spend  hchm-  iho  television. 

TELLING  SCHOOLS  WHAT 
BUSINESS  NEEDS 

Business  tan  help  schools  in  pronnitini; 
rigorous  and  diseiphned  study  as  well 
hy  making  it  plain  that  thev  expect 
then  \  oimg  ]oh  apjiliLants  to  he  well- 
\  ei  s(.-d  in  si^ienee  and  math,  and  that 
the\  will  hire  and  pay  on  this  basis. 

Most  tomjianies  aren't  doing  miKh 
along  these  lines  now.  A  I'-^S?  empkn- 
ment  sui\e\  h\  the  National  Federation 
ot  Independent  Business  found  that 
onl\-  14  i  ot  memher  Hrms  asked  to  see 
\oung  people's  high  si, hool  transei'ipts, 
and  a  miniiseule  3'  i  lookcxi  at  achie\e- 
mi,'nt-test  scores.  As  a  result,  sa\s 
Cornell  I  'niwrsitv  economist  John 
Bishop,  high  school  grades  and  perfor- 


mance on  achievement  tests  —  in  sci- 
ence, math,  or  otherwise  —  have  essen-  ■ 
tially  no  eiiect  on  stucJents'  wages  or 
their  probability  of  f  inding  a  job  once 
they  start  looking  for  work. 

Is  it  any  wonder  many  students  don't 
study  any  harder  than  they  do? 

To  remedv  this  problem,  a  group  of 
several  hundred  U.S.  companies,  under 
the  leadership  cif  the  American  Business 
Conference  and  the  National  Alliance 
of  Business,  has  begun  work  on  a  new 
standardized  test  for  high  school  gradu- 
ates that  would  measure  a  variety  of 
work-related  skills,  ini^luding  science 
and  math  achievement,  problem-soK'ing, 
anci  other  thinking  skills. 

Clearly,  these  organizations  should 
proceed  with  their  testing  initiative  as 
expeditiously  as  possible.  There  is  per- 
haps no  more  \  ivid  nor  more  effecti\'e 


way  for  business  to  send  a  message  t( 
schools  about  what  students  will  nee 
to  know  for  the  jobs  of  the  future. 


FINDING  THE  MONEY 

Business  can  help  schools  and  studer 
in  another  critical  way:  beginning  to 
build  the  consensus  for  the  "necessar 
revolution"  in  federal  spending. 

The  recommendations  presented 
above,  particularK'  the  preschciol  age 
da,  will  be  expensive.  And  so  they  w 
remain  recommendaticins  unless  we 
aside  the  money  needed  to  impleme: 
them.  It  does  no  good  to  declare,  as 
education  reformers  often  do,  that 
must  spend  whatever  it  takes."  If  su 
programs  are  merely  added  atop  the 
current  federal  budget,  they  will  not 
adequately  funded,  no  matter  how 
vital  the  cause  might  be.  Current  bu 
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FIGHTING 
FOR  OUR 
FUTURE 


)litics  and  economic  conditions 
ntee  it.  Hence,  if  we  truly  want  to 
■r  science  and  math  achievement, 
ust  start  to  set  priorities,  spending 
n  less  urgent  items  so  that  we  can 
more  on  essentials, 
rtunately,  there  are  three  good 
;  to  begin: 

devote  billions  of  dollars  each 

0  remedial-education  and  job- 
tig  programs  for  people  whom  the 
:  education  system  has  failed  to 
te.  These  initiatives  do  produce 
onal  "success  stories,"  but  by  and 
they  do  not  work.  Most  people 
"ind  jobs  through  these  programs, 
's  show,  would  have  found  work 
ay,  while  most  of  those  who  have 
orst  employment  records  before 
ig  up  usually  have  the  worst 
)yment  records  afterward.  We 

d  stop  v/asting  billions  in  this 
y  futile  attempt  to  repair  dam- 
;ducational  backgrounds,  and 
e  the  money  instead  to  ensuring 
hildren  are  well-educated  from 
art. 

also  funnel  billions  of  dollars  of 
■deral  budget  into  direct  and  indi- 
ubsidies  for  specific  business  sec- 

-  agriculture,  banking,  small  busi- 
jxporters,  developers,  and  so  on. 

'  groups  politically  well-connected 

;h  to  win  these  special  favors 

y  benefit.  But  if  corporate  leaders 

■nuinely  concerned  about  the 

e  of  American  business  —  and  the 

bility  of  a  highly  skilled  work 

—  they  need  to  muster  the 

ge  henceforth  to  "just  say  no"  to 
special  protections,  and  insist  that 
funds  be  redirected  to  safeguard- 
le  health  and  intellectual  develop- 

01  their  future  employees, 
lally,  despite  the  waning  of  the 
War,  we  continue  to  devote  tens 
lions  of  dollars  each  year  to  the 
se  of  Western  Europe  and  South 
I.  For  decades,  the  United  States 
•ntly  paid  to  insure  these  countries 
it  outside  attack  at  a  time  when 
A^ere  too  militarily  and  economical- 


ly immature  to 
defend  them- 
selves. Now  that 
they  have  grown 
both  more  mature 
and  secure,  it  is 
time  we  looked 
inward,  to  our 
children  —  most 
of  whom  have  m  i 
possible  way  of 
defending  them- 
selves without 
our  help.  They 
need  us  far  more 
than  the  econ- 
omies of  Western 
Europe  and 
South  Korea  do. 

A  TIME  FOR 
REVOLUTION 


Can  America's  children  conquer  the  scientific  and  mathematical 
challenges  of  the  future  with  the  intellectual  tools  of  the  past? 


"The  general  solutions  to  our  problems 
[in  science  and  math  education]  are 
obvious  and  have  been  for  years," 
declares  John  Moore,  a  professor  emeri- 
tus of  biology  at  the  University  of 
California  at  Riverside  and  a  man  who 
has  been  engaged  in  science-education 
reform  efforts  for  years.  "We  know 
what  needs  to  be  done,"  he  says,  "but  so 
far  there  is  a  pervasive  unwillingness 
to  make  the  necessary  changes." 

These  are  discomforting,  but  neces- 
sary, words:  We  know  what  needs  to 
be  done,  but  we  haven't  been  doing  it. 

hideed,  nothing  on  these  pages 
should  come  as  any  surprise  to  business 
leaders  or  educators  who  have  spent  the 
last  several  years  trying  to  understand 
why  U.S.  students,  who  begin  life  with 
the  same  basic  intellectual  bequest  as 
do  other  children  around  the  world, 
nevertheless  perform  so  much  more 
poorly  on  scientific,  mathematical,  and 
other  intellectual  tasks  as  they  progress 
through  school.  Perhaps  the  only  sur- 
prise should  be,  given  the  problem's 
increasingly  dire  implications,  that  we 
have  done  so  little  to  correct  it. 

Professor  Moore  entitles  his  article, 
"Educational  Reform^  Are  We 


Serious^  No,  But  We  Had  Better  Be." 
That's  a  worthy  injunction  for  our 
age.  If  we  are  truly  concerned  about 
this  country's  dismal  science  and 
math  performance,  then  let's  get  seri- 
ous and  do  something  about  it.  The 
time  has  long  since  passed  for  demon- 
stration projects,  "adopt-a-school  pro- 
grams," business-education  "partner- 
ships," and  "schools  that  work"  docu- 
mentaries. We  need  a  dramatic,  sys- 
temwide  remaking  of  our  educational 
enterprise,  and  we  need  it  now. 

The  time  has  come  for  the  "neces- 
sary revolution"  in  science  and  mathe- 
matics education. 

If  we  pursue  this  course  with  hon- 
esty and  determination,  our  future  will 
be  assured.  The  United  States  m'/7/  be 
number  one  again  in  science  and  math. 
You  can  count  on  it. 

And  if  not^  The  outcome  is  equally 
certain.  Francis  Keppel  states  it  most  suc- 
cinctly. "The  teacher  and  the  classroom," 
he  explains,  "are  . .  .  means  to  an  end,  and 
not  the  end  in  itself.  The  end  of  educa- 
tion is  learning."  If  teaching  does  not 
achieve  that  result,  he  says,  "it  is  futile." 

Those  are  our  options:  a  real  future, 
or  futility. 

Could  there  be  any  clearer  choice 
than  this^  ■ 
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Our  Business  is  Education. 

Our  return  on  investment  is  a  better- educated  student. 


At  Macmillaii/McGraw-Hill,  we  create  engaging,  effective  kindergarten 
tlirough  post-secondaiy  instmctional  and  assessment  materials  that  make  a 
difference  in  the  hves  of  all  students  in  our  culturally  diverse  world.  But, 
because  we  are  in  the  business  of  education,  we  know  it  takes  more  than 
quality  instmctional  materials  to  produce  l)etter-etlucated  students.  That's 
why  we  reach  beyond  the  classroom  with  innovative  parent  resources, 
mentoring  initiatives,  and  partnerships  with  other  organizations  committed 
to  improving  the  education  of  all  students.  Through  our  continuing  bond 
with  schools,  parents,  and  the  community,  we  at  Macmillan/McGraw-Hill 
want  to  help  all  students  experience  the  rewards  of  lifelong  learning. 
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ET'S  CHECK 

iUR  "BAGGAGE 
TTHE 

:hool  door 


Joseph  L.  Dionne 

^  tudents  across  our 

country  are  carrying 
k  more  than  books  to 
'  school  these  days;  they 
so  carrying  our  society's 
tive  inability  to  resolve 
imental  questions  about 
and  how  they  should 
In  this  sense,  students 
failing;  we  are. 
eryone  has  an  opinion 
:  what  is  wrong  with 
ition  in  America.  What 
en  overlooked  is  that 
opinions  issue  from 
arrow  self-interest  of 
;akeholder  group  to 
1  one  belongs.  Although 
ntentioned,  virtually 
educational  interest 
3  brings  its  own  "bag- 
to  the  discussion  about 
the  schools'  priorities 
dbe. 

bat  sort  of  baggage  does 
interest  group  carry? 
look  at  a  few  of  the 
■  stakeholder  groups,  be- 
ng  with  my  own. 
siness  people  carry  the 
ige  of  economic  deter- 
;m,  which  leads  to  the 
that  the  "bottom  line" 
ucation  is  the  creation 
olid  work  force  that 
n  turn,  permit  American 
)anies  to  be  globally 
)etitive. 

hools  have  the  equally 
rtant  goals  of  creating 
:ive  citizens  capable  of 
nterested  in  participating 


in  a  democracy,  and  contribut- 
ing to  the  quality  of  life  by 
exposing  them  to  the  arts. 

EducuTors  —  teachers  and 
their  supervisors  —  bear  the 
baggage  of  wanting  to  pre- 
serve the  status  quo  on  the 
issues  of  compensation  and 
working  conditions.  Today 
we  are  paying  teachers  more, 
and  that's  good.  They  are 
professionals  and  should  be 
treated  as  such.  But  the  flip 
side  of  greater  professional- 


ism must  be  increased 
accountability  and  flexibility. 
The  8:40-to-3:00  day  and 
180-day  school  year  are  not 
etched  in  stone.  With  Euro- 
peans sending  children  to 
school  210  days  a  year  and 
the  Japanese,  240  days  a 
year,  can  we  avoid  making  a 
similar  adjustment  in  our 
basic  study  time? 

The  baggage  of  academi- 
ciiiiis  is  an  obsessive  devo- 
tion to  subject  matter  as  the 
key  to  successful  schooling. 
Over  the  last  25  years,  the 
teaching  certification  stan- 
dards in  most  states  have 
increasingly  emphasized 
mastering  subjects,  nor  learn- 
ing and  teaching  methods. 
While  few  would  argue  that 
knowledge  of  a  subject  is 
essential  to  beinsj  a  iiood 


teacher,  it  is  also  true  that 
scholasticism  is  no  substitute 
for  being  able  to  communi- 
cate with  students  and  help 
them  learn.  As  every  teacher 
knows,  students  acquire 
knowledge  in  different  ways 
and  at  different  paces.  Yet 
for  decades,  we  have  been 
training  teachers  to  overlook 
that  simple  fact  of  life. 

Politicians  have  perhaps 
the  most  difficult  task  of  all 
of  the  stakeholder  groups, 
balancing  the  competing 
needs  of  those  interested  in 
education  and  those  who  in 
the  end  have  to  pay  for  it. 
But  politicians  bring  the 
most  obvious  baggage  to  the 
table:  Their  first  obligation  is 
to  get  re-elected.  They  will 
always  have  one  eye  on  the 
polls  and  public  opinion. 
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And  public  opinion  over  c'ducation 
WHYS  and  means  is  at  its  most  tractions 
point  m  decades.  E\'ei  \'one  agrees  thev 
want  better  schools;  icw  ai;ree  on  how 
to  t;et  there. 

[jKiil  >(/;(«)/  hddi'ils  must  not  be  tiver- 
lookeci.  From  sehool  colors  to  school 
curricula,  the  I8,()()()  school  boards  are 
crucial  i^kuers  in  de'cidint;  the'  parame- 
ters imder  which  the  institutions  in 
their  districts  will  operate.  The  problem 
is  that  the  boaicK  ha\e  biuh  j^lorified 
and  diminished  their  tun^tion.  The 
boards  exist  to  further  the  ediuation  of 
students  in  their  cfistrii^ts  —  permd. 
Man\'  school  boarcfs  '40  be\imcf  that 
simple  function  and  ,i^et  mired  m  an\' 
number  of  tangential  issues. 

Finally,  pif/'cnrs  bi  ini;  the  hea\  iest 
baggage  to  the  eciiKation  diseiission; 
While  the\'  want  thiir  childien  to 


learn,  they  too  often  are  passive  observers 
content  to  leave  the  difficult  task  of 
education  to  others. 

"Net-net,"  as  we  say  in  business,  vir- 
tually all  the  stakeholder  groups 
invoK'ed  in  eclucatiim  are  at  ocfds  on 
virtually  all  the  salient  issues.  America 
spends  more  per  student  than  anv 
other  industrialized  power  but  has  the 
least  to  show  for  it.  While  the  pictiue 
has  been  over-dramatized,  it  is  true 
that  too  man\'  of  today's  graduates 
di.in't  read,  wi  ite,  or  speak  adec]uateiy 
for  the  ciemands  of  titday's  society;  do 
not  have  a  grasp  of  the  form  of  gov- 
ernment they  will  ultimately  participate 
in;  and  will  not  be  able  to  compete 
successf  ully  with  their  counterparts 
from  other  countries. 

What's  to  be  done^  My  hope  is  that 
all  the  major  stakeholder  groups  will 


THE  MOUTHS  THAT  ROAR 

They're  contentious  and  contagious.  They're 
The  McLaughlin  Group.  (Clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  fife. 


America  spends 
more  per  student 
than  any  other 
industrialized  power 
but  has  the  least  to 
show  for  it. 
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come  together,  check  their  individual 
sets  of  "baggage"  at  the  door,  and  try  tc  ,pi 
work  out  a  grand  plan  for  the  future  c 
education  in  America  Let's  get  busine 
people,  for  once,  to  remember  that  the 
school  has  other  responsibilities  beside 
producing  workers.  Let's  have  teachers 
be  more  flexible  about  the  length  of 
the  school  day  and  year.  Let's  urge  aca- 
demicians to  open  their  minds  to  the 
notion  of  pure  teaching  and  classroom 
skills  as  worthy  pursuits.  Let's  convino  ^ 
politicians  to  avoid  vetoing  an  idea 
because  it's  not  "politically  viable."  Let'i 
ask  school  boards  to  clear  their  agenda 
of  all  noneducational  issues.  And  let's 
get  parents  to  abandon  their  passivity 
and  jump  into  the  responsibilities  of 
ensuring  better  schools. 

Finding  the  right  mix  of  answers  t( 
tough  questions  will  be  a  daunting 
task.  But  the  alternative  is  unaccept-  jj^jy, 
able.  We  cannot  continue  wandering 
the  dark,  trving  this  theory  and  that, 
while  thrusting  ill-prepared  students 
into  an  increasingly  competitive  work  ji^j,^ 

The  foundation  of  any  free  society 
is  an  educateci,  enlightened  populace, 
nothing  else,  for  the  survival  and  well- 
being  of  our  society,  we  must  answer 
these  educational  questions  lum'. 

I'm  rcadv  to  check  my  baggage. 
Are  vou;*  ■ 
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Joseph  L.  Dionne  is  duurman  and  chief 
executive  officer  of  McGraw-Hill,  Inc. 
This  article  is  luiiipted  from  remarks 
)}hi(ie  before  the  First  Busi)U'SS  Roundtah 
Anniiiil  EdiiCLitiou  Meeting. 
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NVIRONMENTAL 
DUCATION: 
:iENCE 
^  REAL  LIFE 


Allen  L.  Hammond 


isn't  your  typical  class- 
oom  assignment, 
students  slog  through 
iverside  bogs,  venture 
n  boats,  even  take  water 
lies  near  sewer  outfalls. 
■  analyze  the  samples, 
swap  data  over  a  com- 
r  network  with  stu- 
i  from  dozens  of  other 
•lis,  mapping  pollution 
i  throughout  an  entire 
rshed.  A  new  form  of 
k-study"^  Hardly.  These 
1  thousand  similar  pro- 
are  part  of  one  of  the 
'St  new  topics  in  the 
n's  schools— en viron- 
:al  education. 

GREEN  NETWORK 

students  and  their 
terparts  around  the 
j  are  members  of  the 
al  Rivers  Environ- 
;al  Education  Network 
^ENJ,  which  has  head- 
:ers  in  the  University 
ichigan's  school  of 
'al  resources.  The  pro- 
's hands-on  nature,  the 
:e  to  deal  with  environ- 
al  problems,  and  the 
ig  of  data  with  students 
ler  schools  or  countries 
;t  the  kids  really  excited," 
he  University  of  Mich- 
Mare  Cromwell.  "We 
/e  it  stimulates  interest 
ence." 

nfortunately,  few  high 
jl  textbooks  to  date 
porate  more  than  a 


smattering  of  environmental 
topics.  Specific  environmen- 
tal curricula  themselves  are 
still  rare.  But  things  are 
changing.  A  number  of 
innovative  environmental- 
education  programs  exist, 
and  the  field  is  gathering 
momentum. 

Wisconsin  has  taken  the 
lead  by  mandating  environ- 
mental education  in  its  cur- 
riculum for  both  elementary 
and  secondary  schools. 
Florida  and  Maryland  also 
have  adopted  some  curricu- 
lum guidelines,  and  a  num- 
ber of  other  states  are  also 
moving  in  this  direction. 

National  guidelines  are 
coming  as  well.  A  new  feder- 
al policy  incorporated  into 
the  National  Environmental 
Education  Act,  signed  into 
law  by  President  Bush  last 
year,  commits  the  U.S.  Envi- 
ronmental Protection  Agency 
(EPA)  to  establishing  a  pro- 
gram of  education  on  the 
environment,  including  devel- 
opment of  curriculum  guide- 
lines and  teacher  training. 

Science  educators 
increasingly  see  environmen- 
tal topics  as  a  good  way  to 
promote  interest  in  science 
and  mathematics.  More  than 
half  of  U.S.  science  teachers 
use  at  least  some  environ- 
mental-education materials 
in  their  classrooms. 

"Environmental  educa- 
tion is  coming  of  age,"  says 


Thomas  Marcinkowski  of 
Maryville  College  in  St. 
Louis,  a  prominent  educa- 
tion researcher  and  a  leader 
in  the  drive  for  environmen- 
tal literacy.  "Environmental 
issues  provide  a  meaningful 
contemporary  context  for  ' 
science  teaching  and  learn- 
ing," he  contends,  arguing 
that  they  help  to  take  science 
beyond  disciplinary  bounds, 
out  of  the  classroom  and 
into  everyday  life. 

AN  ALLIANCE  FOR 
EDUCATION 

Business  is  already  heavily 
involved  in  environmental 
education  and  the  promotion 
of  environmental  literacy. 
"We  see  a  groundswell  of 
interest  in  every  sector 
of  the  economy,"  says  Tom 
Benjamin,  staff  director 
of  the  Alliance  ior  Environ- 
mental Education  in  Wash- 
ington, D.C.  The  Alliance 
includes  more  than  240 
member  organizations  from 


business,  government,  and 
education,  and  is  growing  by 
about  KJ  organizations  a 
month.  The  Alliance's  activi- 
ties include  a  nationwide 
network  of  KJO  environmen- 
tal-education centers,  and 
several  Alliance  members 
in  California  are  developing 
a  new  environmental-edu- 
cation curriculum  for 
elementary  schools,  called 
"Think  Earth." 

Business-led  efforts  like 
these  prove  that  environ- 
mental education  is  far  more 
than  a  fad.  "Interest  in  envi- 
ronmental issues  is  here  to 
stay,"  Tom  Marcinkowski 
asserts,  "and  so  is  environ- 
mental education."  ■ 

Dr.  /Mien  L.  I liiuiiuoiul  is 
ediror-in-Liiief  of  the  "1992 
Information  Please  Environ- 
nicnlal  /{Iniaiuic"  iiiul  dira- 
tor,  Program  in  Resource  and 
Eni'ironmentid  Informati(m  for 
the  W^orLi  Resources  Institute, 
Washington,  DC. 


Students  in  Ann  Arbor,  IVSichigan,  monitor 

quality  as  part  of  the  Global  Rivers  Environmentai  Education 

Project  (GREEN). 
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"Custom  Publishing,"  from  McGraw-Hill.  What  an  extraordinary 
idea:  Give  our  teachers  the  ability  to  personally  customize  a  textbook 
to  match  their  curriculum  and  their  students'  needs.  Then  print 
and  ship  it  within  days.  The  textbook  will  never  be  the  same. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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THE  BUSINESS 
OF  BUSINESS 
IS  ALSO 
EDUCATION 

By  David  T.  Kecirns 

U.S.  Deputy  Si'criiiiry  of  Echmirion 


As  America  prepares  to  enter  a  new 
century,  we  find  our  education  sys- 
tem in  sad  shape.  Yet  education  is 
the  key  to  America's  future  competi- 
tiveness, to  a  strong  economy,  to  our 
national  security,  and  to  preserving 
our  system  of  democracy.  Education 
is  the  fundamental  solution  to  many 
oi  our  nation's  social  ills.  I  believe 
businesses  of  all  sizes  have  an  important  role  to  play  in 
improving  education  and  making  U.S.  students  and  workers 
first  in  the  world  in  mathematics  and  science  achievement. 

While  pedagogy  should  be  left  to  schools  and  educators, 
business  can  help  support  the  process  that  will  move  local 
communities,  and  then  the  nation,  toward  truly  revolution- 
ary reform.  Business  can  assist  educators  in  setting  the 
world-class  standards  that  will  be  necessary  for  the  students 
of  today  to  be  able  to  compete  in  the  world  of  tomorrow. 
And  business  can  support  retraining  of  teachers  and  admin- 
istrators that  will  enable  them  to  teach  to  those  standards. 

The  pniblem  today  is  not  that  stu-   

dents  know  less  than  they  did  a  few  years 
ago.  The  results  of  a  recent  test  by  the 
National  Assessment  of  Educational 
Programs  found  that  today's  students 
know  about  what  students  in  1S)7(J  knew. 
The  problem  is  that  students  know  so 
much  less  than  they  need  to  know  to  live 
and  work  in  today's  world.  In  short,  as 
the  world  changes  through  greater 
acK'ances  in  technology,  the  gap  between 
what  we  know  and  what  we  need  to 
know  grows.  ~~ 

President  Bush  and  the  nation's  gover- 
nors have  set  six  national  education  goals  for  the  country  to 
strive  to  achieve  by  the  year  2000:  All  children  should  enter 
school  ready  to  learn;  we  should  graduate  at  least  90'Xi  of 
our  students  from  high  school;  students  should  lea\'c  the 
fourth,  eighth,  and  IZth  grades  having  demonstrated  compe- 
tence in  challenging  subject  matter  in  English,  math,  sci- 
ence, history,  and  geography;  U.S.  students  should  be  liter- 
ate and  prepared  to  be  good  citizens  and  productive  work- 


Business  can  help 
set  world-class 
standards  so  today's 
students  can 
compete  In 
tomorrow's  world. 


science;  and  all  schools  should  be  safe  and  drug-free. 

AMERICA  2000  is  the  president's  education  reform  str; 
tegy  for  achieving  those  national  goals.  It  is  a  four-track,  co: 
munity-based,  bipartisan  plan  for  change.  On  the  first  track 
leading  to  improved  schools  that  are  more  accountable  for 
results  they  achieve  —  business  can  work  with  educators  to  BOJt: 
help  set  the  standards  of  learning  that  are  necessary  for  wo: 
class  competition.  It  can  then  push  its  own  community's 
schools  to  adopt  these  standards  and  administer  one  of  the 
upcoming  national  tests  that  will  measure  schools'  progress. 

Teacher  training  is  an  essential  aspect  of  improving 
today's  schools.  For  example,  the  business  community  in 
Chicago  is  supporting  the  National  Science  Academy,  a  tead 
er  retraining  project  under  the  leadership  of  Director  Jon 
Thompson.  It  is  an  excellent  example  of  private  support  for 
innovations  and  improvements  in  teaching  skills.  It  also  exei 
plifies  the  Chicago  business  community's  reform  strategy  of 
supporting  educational  change  and  improvements  without 
telling  educators  how  to  teach.  Business  leaders  in  Chicago 
also  support  legislative  ef  forts  for  statewide  education  refon 
In  addition,  various  companies  are  loaning  executives  to 
schools  to  help  them  improve  their  day-to-day  management. 
For  example.  Continental  Bank  executives  are  working  banc 
in-hand  every  day  with  educators  at  Orr  High  School. 

Business  also  has  a  major  role  in  the  second  part  of 
AMERICA  2000,  creating  a  new  generation  of  U.S.  school; 
for  tomorrow's  students.  These  schools  will  break  the  mole 
by  starting  from  scratch.  The  New  American  Schools 
Development  Corp.,  a  nonprofit  foundation,  is  seeking  to 

  raise  $200  million  to  fund  developme 

by  a  handful  of  design  teams.  These 
teams  will  work  with  communities  to 
develop  unique  New  American  Schoo 
that  best  meet  local  needs.  Business  lea 
ers  should  serve  on  each  committee  of 
community  leaders  to  plan  the  new 
schools.  In  addition,  businesses  of  all 
sizes  can  make  a  contribution  to  the 
New  American  Schools  Development 
Corp.  While  this  contribution  should 
not  come  at  the  expense  of  a  business'; 
existing  efforts  in  the  community,  a  cc 
tribution  will  go  a  long  way  toward 
helping  reform  all  schools  in  America.  It  is  the  best  way  to 
leverage  the  most  out  of  a  single  investment  in  education. 
(The  foundation  can  be  reached  at  703-908-950(J.J 

Some  schools  are  already  taking  risks  and  reinventing 
themselves.  At  Daniel  Webster  Elementary  School  in  San 
Francisco,  principal  Willie  Santa  Maria  is  using  an  acceler- 
ated learning  program.  What  is  different  about  this  program 
is  that  it  is  not  for  gifted  students  but  rather  for  those  wh( 


ers;  U.S.  students  should  be  first  in  the  world  in  math  and        need  extra  help.  The  local  business  community  has  played 
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gral  role  in  supporting  her  innovations.  Businesses  all 
America  should  be  supportive  of  such  teachers  and 
lals  who  are  willing  to  take  risks  and  promote  pro- 
like this  one  that  challenge  all  students,  insteaci  of  just 
:  few. 

■  third  part  of  AMERICA  2U()(J  focuses  on  lifelong 
ig  and  retraining  of  our  work  force.  Businesses  can 
immunities  set  up  skills  clinics  that  diagnose  what 
worker  needs  to  learn  for  a  particular  job  and  then 
hat  worker  to  a  place  where  he  or  she  can  learn 
■kills.  All  Americans  need  to  improve  their  skills,  and 
sses  should  see  to  it  that  their  own  employees  are 
'etrained  and  have  the  skills  they  need  to  excel  in 
ibal  marketplace. 

•  fourth  part  of  the  initiative  seeks  to  transform  com- 
es into  AMERICA  2(KK)  communities  —  places  where 
,g  can  thrive.  Businesses  can  work  toward  this  goal  by 
cing  their  own  communities  to  1)  adopt  the  national 
ion  goals;  2)  develop  a  community-wide  strategy  for 
plishing  the  goals;  3J  devise  a  report  card  for  measur- 
)gress;  and  4)  agree  to  create  and  support  at  least  one 
new  generation  of  schools.  Business  must  be  a  part  of 
mmunity  strategy  to  ensure  that  high  international 
rds  are  set  and  that  real  incentives  for  teachers  and 
ts  are  built  into  the  restructured  system.  The  business 


commimity  must  push  hard  for  revolutionarv  reform,  for 
systemic  change  cannot  be  imposed  by  Washington:  It  must 
happen  at  the  community  level. 

Business  can  help  bring  about  this  refi)rm  by  bei.iiming 
involved  in  the  political  process.  It  can  back  the  real  leforms 
that  come  before  the  legislature  and  the  kxal  s(.hool  board. 
It  can  support  educators  anci  politicians  who  are  calling  for 
real  change  and  doing  something  about  it.  Businesses  of  all 
sizes  should  urge  all  their  employees  to  become  mentors  to 
local  students.  All  of  us  who  have  obtained  some  success  in 
our  lives  should  help  a  youngster  trying  to  make  it.  Giving 
that  helping  hancf  is  an  underpinning  tci  improving  not  only 
our  educational  system  but  also  our  society. 

The  goal  to  become  first  in  the  world  in  math  and  sci- 
ence achievement  is  ambitious,  but  business  can  help 
make  it  a  reality.  President  Bush  has  challenged  every  com- 
munity to  become  an  AMERICA  2(JU0  Community.  1 
want  to  challenge  every  business  and  every  businessman 
and  woman  to  join  the  struggle  to  improve  education  in 
their  Lommunity.  America's  competitiveness  —  and  the 
future  of  our  children  —  is  at  stake.  ■ 

David  T.  Kearns  ;.s  tlie  U.S.  Deputy  Secretary  of  Ethuation.  lie 
is  rile  joiiiier  eliiiin)ui)i  of  Xerox  and  eo-author  of  "l1';>iH/H^' 
the  Biciiii  Raee." 
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"Fighting  tor  orir  Future"  was  writ- 
ten by  Kevin  R.  Hopkins,  author 
of  Help  Wcmtni  How  Companies 
Can  Survive  and  Thrive  in  the 
Coming  Worker  Shortage  (McGraw- 
Hill,  Inc.,  1990)  and  Business  Week's 
recent  special  advertising  section 
"Willing  8;  Able:  Americans  with 
Disabilities  in  the  New  Work  Force" 
[October  28,  1991  J. 

Mr.  Hopkins,  a  senior  fellow 
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cialist in  mathematics  at  William 
.Jewell  College,  the  University  of 
Missouri,  and  UCLA  in  the  mid- 
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the  President  for  policy  develop- 
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from  1981  to  1984,  and  served  as 
senior  consultant  to  the  President's 
science  adviser  from  1985  to  1987. 
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The  new  book 
by  the  author  of 

INNUMERACY 

John  Allen 
Paul  OS 

BEYOND 
NUMERACY 

An  A  to  Z  of 
mathematical 
pleasures  &  insights 
on  subjects  including 

[JhaoS  Theory 

How  the  unpredictability  of 
the  weather  led  to  the  new 
science  of  unpredictability. 

—p.  32 

Turing's  Test 

How  to  tell  a  person  from  a 
MACHINE — and  what  it  means 
when  you  can't.       — p.  257 

Zeno's  Paradox 

The  latest  word  on  why  it 
appears  the  hare  can  never 
out-run  the  tortoise.  — p. 266 


The  Washington  Post  says: 

"l(  you've  ever  wanted  to  re- 
capture that  sense  of  near- 
mystical  rapture  [that  crown- 
ed your  first  mathematical 
proof],  there  is  no  better  place 
than  this  book,  and  no  more 
humane  and  enthusiastic 
mentor  than  Dr.  Paulos...His 
principal  genius  lies  in  the 
recognition  that  many 
humans  'have  been  thinking 
math  all  their  lives  without 
knowing  it.'  For  those,  for 
anyone  who  ever  sat  rapt  at 
the  austere  beauty  of  a  proof 
and  later  wondered  where  the 
wonder  went,  it's  here." 

— Curt  Suplee 

2nd  printing  •  Knopf 
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N''  o  issue  is  more  vital  to  the  competitiveness 
of  American  business  than  the  education  this 
nation  provides  its  young  people,  and  no  aspect 
of  their  education  is  more  critical  than  the  quality  of 
science  and  mathematics  instruction  they  receive. 

We  live  at  the  threshold  of  an  age  in  which  sophisti- 
cated mathematical  thinking  skills  v^^ill  be  required  of  every 
w^orker  and  citizen,  not  just  a  privileged  iew.  From  saving 
the  environment  to  exploring  space  to  simply  building  a 
better  mousetrap,  our  survival  as  a  people  may  depend  on 
how  well  we  meet  this  challenge  over  the  decade  ahead. 

But  we  cannot  do  it  with  the  education  system 
we  have  now.  As  "Fighting  for  Our  Future"  makes  clear, 
genuine  scientific  and  mathematical  literacy  for  all 
Americans  demands  a  complete  rethinking  of  the  way 
we  care  for  and  teach  our  children.  Just  doing  things 
"a  little  bit  better"  won't  be  good  enough.  Only  a  true 
revolution  in  education  will  do. 

We  salute  our  distinguished  advertisers  who  have 
joined  with  Business  Week  to  define  and  encourage 
continued  steps  down  this  path.  ■■- 

John  W,  Patten 
Publisher,  Business  Week 
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BY  ANDREA  ROTHMAN 


lY  RODAS:  I  WAS  A  TEENAGE 
NDMAKER 


s  a  vice-president  of 
kCatco  Inc.,  a  $70  mil- 
lion toy  company,  Mary 
Rodas  enjoys  living  it  up. 
Her  annual  compensation 
is  worth  $200,000,  and  she 
takes  business  trips  to  Ja- 
pan and  Europe.  Rodas 
also  hires  a  black  stretch 
limo  to  take  her  to  work. 
She  needs  a  chauffeur — 
she's  too  young  to  drive. 

The  15-year-oId's  job 
isn't  child's  play.  Rodas  ad- 
vises New  York-based 
Catco  on  marketing  and 
design  strategies  for  the 
many  toys  it  makes.  Proj- 
iclude  stuffed  Little  Mermaid  dolls  and  a  new  collection 
Dbage  Patch  Kids,  slated  for  release  by  Christmas, 
as  traces  her  career  to  age  4,  when  she  criticized  her 
)or,  Catco  owner  Donald  Spector,  for  laying  his  kitchen 
i^rong.  Soon,  Spector  began  using  Mary  as  a  sounding 
Last  year,  Rodas  helped  develop  the  Balzac  Balloon 
I  cloth  balloon  cover  that  rang  up  $30  million  in  sales  in 
3t  year.  A  student  at  the  Professional  Children's  School 
nhattan,  Rodas  works  afternoons,  15  hours  a  week, 
nurses  grander  plans.  One  day,  Rodas  hopes  to  go  to 
,rd  University  and  then  launch  a  career  in  politics.  "Poli- 
;  today  talk  too  much,"  she  says.  "I  want  to  help  in 
ig  things  the  way  they  should  be  run."  This  is  one  15- 
Id  with  plenty  of  experience  doing  that  already. 

By  Sunita  Wadekar  Bhargava  in  New  York 


ANNA  FODOR:  BUILDING 
ITALIST  BRIDGES  TO  HUNGARY 


;itors  to  Susanna  S. 
'odor's  office  might 

they  had  stumbled 
1  construction  engi- 

room.  Hard  hats  of 
color  line  the  walls — 
•eal  estate  trophies," 
lys.  Fodor  has  spent 
itter  part  of  19  years 
lawyer  handling  real 
5  and  construction 
icts.  Lately,  she  has 
ned  those  skills  with 
acquired  in  child- 
-speaking  Hungar- 
0  recast  her  career 
/  firm  Jones,  Day,  Reavis  &  Pogue.  Fodor  is  an  East 
lean  specialist  pursuing  deals  in  the  country  of  her  birth. 
V  in  her  early  40s,  Fodor  came  to  the  U.  S.  at  age  13, 
she  and  her  family  left  a  pampered  existence  in  Hunga- 
3eek  political  asylum.  Law  wasn't  her  original  choice.  But 
lengthy  arguments  with  her  father,  Fodor  was  persuad- 


ed to  put  aside  her  first  love,  psychology.  In  1972,  with. a  law 
degree  from  the  University  of  Wisconsin,  she  won  her  first 
job,  as  an  environmental  lawyer  at  the  New  York  office  of  the 
U.  S.  Environmental  Protection  Agency. 

Sensing  that  real  estate  offered  even  bigger  opportunities, 
Fodor  decided  to  switch  specialties  and  took  a  job  as  in-house 
counsel  at  the  Urban  Development  Corp.  in  1975.  Two  years 
later,  she  left  to  join  a  private  firm.  After  several  additional 
moves,  she  joined  Jones  Day  as  a  partner  in  1989. 

In  her  current  role,  Fodor  functions  as  dealmaker  and  hand- 
holder  for  U.  S.  companies  investing  in  Hungary.  One  of  her 
more  recent  cases  was  the  $8  million  acquisition  of  the  re- 
nowned Budapest  restaurant,  Gundel's,  by  New  York  restau- 
rateur George  Lang  and  cosmetics  heir  Ronald  S.  Lauder. 

Between  Eastern  European  transactions  and  meeting  the 
demands  of  her  2-year-old  daughter,  Fodor  says  she  has  little 
time  for  much  else.  But  she  remains  ready  for  anything.  "Who 
knows?  I  might  give  all  this  up  and  move  to  Vermont  and  open 
a  ski  resort,"  she  says.  S.  W.  B. 


RICHARD  NANULA:  WHEN  YOU  WISH 
UPON  A  BALANCE  SHEET 


Think  the  only  magic  at 
Walt  Disney  Co.  hap- 
pens at  theme  parks?  Con- 
sider Richard  D.  Nanula. 
Six  years  ago,  he  was  one 
of  five  Harvard  MBA  stu- 
dents doing  feasibility 
studies  for  a  new  Disney 
theme  park.  Now  31,  Nan- 
ula is  chief  financial  officer 
of  the  $6  billion-a-year 
company  and  one  of  the 
country's  youngest  CFOs. 

Nanula's  study,  assess- 
ing the  feasibility  of  a 
theme  park  on  American 
factories,  has  been  shelved 
for  now.  But  since  Dis- 
ney's then-CFO  Gary  L.  Wilson  handpicked  him  in  1986,  he  has 
risen  fast.  In  1987,  he  helped  Wilson  swing  a  deal  to  buy  the 
Disneyland  Hotel  from  Wrather  Corp.  and  another  to  buy  a 
mail-order  firm  for  kids'  furniture.  One  early  contribution 
came  from  an  old  Harvard  tie:  He  contacted  a  former  class- 
mate now  at  JMB  Realty  Corp.,  who  helped  broker  .jmb's  $404 
million  purchase  of  Disney's  Arvida  land-development  concern. 

After  Wilson  left  in  1989  to  buy  Northwest  Airlines  Inc., 
Nanula  moved  up  to  treasurer.  In  that  job,  he  helped  raise 
.■^GOO  million  for  Disney  films  with  Japanese  investors  and  $965 
million  with  bonds  backed  by  Disney's  soon-to-open  Euro  Dis- 
neyland in  Paris.  His  negotiated  deal  to  buy  the  Muppets  TV 
characters  fell  apart  after  founder  Jim  Henson's  1990  death. 

In  his  free  time,  Nanula,  a  bachelor,  is  a  regular  at  Los 
Angeles  Lakers  games.  "I  don't  like  missing  them,"  he  says. 
But  sometimes  his  busy  work  schedule  gets  in  the  way.  Fol- 
lowing Disney's  recent  trend  toward  innovative  schemes  for 
raising  money,  the  company  will  soon  offer  $250  million  in 
bonds  to  finance  television  production.  The  bonds'  return  in- 
creases if  the  shows  are  hits.  Next  year,  Disney  will  need 
money  for  future  films,  and  soon  after  that  it  will  need  cash 
for  a  promised  new  theme  park  in  Orlando  or  Anaheim — all 
opportunities  for  Nanula  to  test  his  imagination. 

By  Ronald  Grover  in  Burbank,  Calif. 
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TOUGH  TIMES, 
TOUGH  BOSSES 


CORPORATE  AMERICA  CALLS  IN  A  NEW,  COLD-EYED  BREED  OF  CEO 


ten 

OBt  5, 

i  ye 


Mil H AEL  Walsh 


Coming  in  with  a  reputation  as  a  cost-cutter,  Walsh  wasted  no  time  slashing  8,000 
jobs.  But  he  still  has  to  figure  out  the  best  business  mix  for  the  conglomerate 


m. 
Am 


It  wasn't  exactly  the  graceful  exit 
Tenneco  Chairman  James  L.  Ketel- 
sen  had  in  mind.  In  early  August, 
Tenneco  Inc.'s  board  gathered  at  Man- 
hattan's Helmsley  Park  Lane  Hotel  to 
choose  an  eventual  successor  for  Ketel- 
sen,  who  had  every  intention  of  groom- 
ing his  protege  for  a  couple  of  years 
before  heading  off  into  retirement.  After 
a  months-long  star  search,  Ketelsen 


thought  he  had  finally  found  his  man: 
Michael  H.  Walsh,  the  laser-sharp  CEO  of 
Union  Pacific  Corp.'s  railroad  subsidiary. 

By  the  late  summer  board  meeting, 
however,  Tenneco's  directors  had  other 
plans.  During  the  gathering,  Ketelsen 
was  asked  to  leave  the  room  for  a  while. 
When  he  returned,  it  was  clear  that  the 
board  had  decided  to  offer  Walsh  imme- 
diate control  of  the  Houston-based  con- 


glomerate, after  he  made  it  clear 
wasn't  interested  in  the  No.  2  job.  It  v 
a  stunning  development.  After  all 
60-year-old  Ketelsen  seemed  in  full  ccfttterdu 
mand  of  the  conglomerate  he  had  he, 
ed  for  13  years. 

But  with  the  recession  creaming  T 
neco's  1991  results  after  years  of  errs 
earnings,  the  board  decided  it  was  ti 


tort 


« elic 


to  push  aside  the  proud  chief.  "Wa  fef 


!*  cat 
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nth  a  clean  perspective,"  explains 
ector.  "He  wasn't  weighed  down 
politics  of  the  past."  Apparently 
alsh,  who  is  now  president  and 
ip  the  CEO  title  in  January,  has 
■  unveiled  a  $2  billion  restructur- 
,n,  cut  the  dividend  by  50%,  and 
Dut  8,000  jobs. 

ONAL  TIES.'  Similar  scenes  of 

)om  intrigue  have  been  played 

is  year  at  such 

•ofile  companies 

npaq,  Goodyear, 

llied-Signal.  As 

auttering   U.  S. 

ly  continues  to 

:orporate  profits 

tailspin,  many  di- 
are  casting  a 

eye  on  the  occu- 

f  the  corner  of- 

nd  at  companies 

battered  balance 

or  sagging  sales 

•  a  grueling  peri- 
belt-tightening 

itructuring,  some 

.  are  skittish 
taking  a  busi- 

-usual  approach. 

ously,  the  person 

elped  create  the 

von't  easily  take 

dea  of  selling  off 

ed  assets,  shut- 
plants,  or  throw- 

lusands  of  people 

0  the  streets.  "In 

cases,  the  emo- 

;ies  of  the  career 

are     just  too 

"  says  Ferdinand 

rny,  vice-chair- 

f  Russell  Reyn- 

ssociates,  the  na- 

argest  executive- 

;ing  firm.  "The 

/ould  be  firing 

riends." 

:'s  why  boards 
;ar  at  a  number 
ge  and  troubled 
ations  have  re- 
longtime  CEOs 
hrewd,  analytical 
ers.  In  other 
they've  filled  the  top  slot  with  a 
ck  insider  who  isn't  wedded  to  the 
shed  order. 

them  the  tough  managers  for 
times.  Tenneco's  Walsh,  for  exam- 

a  former  U.  S.  Attorney  in  San 
who  won  a  reputation  as  a  steely 
tter  during  stints  at  Cummins  En- 
0.  and  Union  Pacific.  At  the  rail- 
he  eliminated  layers  of  middle 
ement  and  squeezed  work-rule 
sions  out  of  the  rail  unions.  Such 
ers  can  bring  a  more  detached 
ear-eyed  approach  to  a  company 


that  has  lost  its  way.  "Boards  nowadays 
are  hunting  around  for  a  much  more 
dispassionate  view  on  their  businesses, 
cost  structure,  and  management  team," 
says  Tom  Neff,  president  of  the  execu- 
tive head-hunting  firm  SpencerStuart, 
which  handled  the  Tenneco  search. 

These  new  bosses  usually  walk 
through  the  door  armed  with  a  mandate 
for  radical  change — and  they  often  need 


and  at  more  than  19%  of  publishers  and 
broadcasters. 

The  new  chief  often  has  a  rare  oppor- 
tunity to  unleash  a  cataclysm — to  re- 
structure, slash  employment,  close 
plants,  or  sell  businesses.  Shareholders 
may  be  more  willing  to  accept  such 
moves — even  though  they  often  mean 
hefty  charges  against  earnings  or  big 
cuts  in  dividends — because  they  believe 


Lawrence  Bossidy  i  Aiiied-Signai 

Bossidy  says  he  plans  to  cull  until  he's  down  to  a  select  group  of  proven  cash- 
spinners.  Under  his  restructuring  plan,  eight  companies  have  akeady  gone 


it.  Indeed,  BUSINESS  week's  1991  survey 
of  chief  executives  at  America's  1,000 
most  valuable  corporations  shows  that 
the  typical  new  CEO  was  installed  at  a 
company  with  higher-than-average  sales 
and  lower-than-average  profits — in  other 
words,  a  large  but  troubled  outfit.  And 
some  of  the  industries  that  showed  the 
highest  turnover  were  also  among  the 
most  recession-plagued.  More  than  23% 
of  CEOs  were  newcomers  at  companies 
that  miake  cars,  trucks,  auto  parts,  and 
tires.  New  bosses  emerged  at  nearly 
21%'  of  metals  and  mining  companies. 


there  will  be  a  payoff  down  the  road. 
The  board  will  back  the  new  chief  be- 
cause he's  doing  what  they  hired  him  to 
do.  And  some  employees  who  were  frus- 
trated by  the  ineffectual  strategies  of 
the  old  regime  may  even  rally  around  a 
chief  full  of  grand  new  notions — if  they 
survive  his  purges. 

But  what  if  the  blood-and-guts  bosses 
overdramatize  the  mess  they  have  inher- 
ited to  justify  huge  write-offs?  Profits 
may  get  a  nice  boost  in  the  next  year  or 
so — but  then  what?  There's  always  the 
danger  that  the  cost-cutter  is  just  a  sort 
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Stanley  GAULT    I  Goodyear 

At  Rubbermaid,  Gault  produced  a  string  of  41  record  quarters.  "Every  quarter 
you've  got  to  hit  the  number,  no  excuses,"  says  a  former  colleague 


of  corporate  Terminator,  a  boss  whose 
ideas  don't  extend  much  beyond  deliver- 
ing the  body  count.  And  while  outsiders 
may  do  fine  in  a  period  of  contraction, 
they  probably  won't  know  much  about 
the  companies'  businesses  and  markets, 
insiders  may  not  tell  them  what  they 
need  to  know,  and  key  personnel  may 
jump  ship.  All  the  benefits  of  fierce  man- 
agement may  turn  out  to  be  illusory  if 
unaccompanied  by  ideas  for  growth. 
UTTLE  GAIN.  Take  the  slash-and-burn 
strategy  of  former  Firestone  Tire  & 
Rubber  Co.  CEO  John  J.  Nevin,  an  outsid- 
er who  was  brought  in  from  Zenith  in 
1979.  During  his  radical  restructuring  of 
the  tireniaker  in  the  mid-1980s,  Nevin 
sliced  some  50,000  jobs,  or  about  oO'/o  of 
the  work  force,  shuttered  half  of  Fire- 
stone's North  American  tire  plants,  and 
sold  off  a  half-dozen  of  the  company's 


diversified  businesses.  Those  moves 
stemmed  the  cash  drains  that  once 
threatened  the  company. 

But  the  pain  didn't  translate  into 
steady  gain.  In  1988,  Japan's  Bridge- 
stone  Corp.  acquired  Firestone  in  a  $2.6 
billion  deal.  Admittedly,  the  deal  was  a 
windfall  for  shareholders.  But  Bridges- 
tone/Firestpne  Inc.  has  since  had  to  cope 
with  the  legacy  of  years  of  underinvest- 
ment. With  the  tiremaker  in  a  severe 
slump,  it's  spending  $1.5  billion  to  get 
the  tiremaker's  plants  up  to  snuff. 

Contrast  that  with  the  experience  of 
another  bear  of  a  boss:  Robert  L.  Cran- 
dal!  at  AMR  Corp.,  owner  of  American 
Airlines  Inc.  Since  taking  over  as  chief 
back  in  1984,  Crandall  has  transformed 
an  industry  also-ran  into  a  global  mega- 
carrier.  Crandall's  relentless  drive  and 
fiery  temper  have  earned  him  the  nick- 


_  iridti 

name  "Fang."  But  iilprct 
industry  where  la 
costs  typically  eat 
about  a  third  of 
nues,  his  toughnesi 
an  edge.  In  fact,  dui 
the  early  1980s,  he  n  nuth  ( 


aged  to  get  his  un; 
to  accept  a  two 


Hi'  .feprf 


te 

techai 


iriffcl 
3  !W  class 


tkesen 


wage  system  for  r  { tlie 
comers  and  veterai  f 
now  a  common  praci 
True,  the  recess 
and  ongoing  fare  vptow 
have  made  for  S(  ips. 
awful  times  Indus  jiffl 
wide.  AMR  has  lost 
million  so  far  this 
and  expects  to 
money  in  the  foi  ( 
quarter,  too.  But  C 
dall's  investments|elv 
build  up  Americ 
fleet  and  expand 
faster-growing  fort 
markets  have  positic 
the  airline  for  an  e 
ings  surge  once  be 
days  return. 
Take  a  spin  thro 

BU.SiNESS  week's 

Corporate  Elite  Dire 
ry,  starting  on  p 
185,  and  you'll  sei 
startling  array  of 
names  now  calling 
shots  at  some  prei 
corporations.  In  pk 
of  cases,  the  transfe 
power  was  quite  or 
ly  and  expected, 
not  so  at  some  of 
largest  companies. 

In  late  October, 
example,  Compaq  C 
puter  Corp.'s  direc 
ousted  Chief  Execu 
Joseph  R.  "Rod"  Canion,  founder  of 
personal-computer  powerhouse,  re{ 
ing  him  with  COO  Eckhard  Pfeiffer, 
had  built  Compaq's  paltry  internati 
business  into  a  $1.8  billion  operal 
Goodyear  Tire  &  Rubber  Co.  CEO 
H.  Barrett  lasted  only  about  two  y 
before  the  company  turned  to  Ru 
maid  Inc.'s  just-retired  Chairman  S 
ley  C.  Gault.  Similarly,  USF&G  C 
Chairman  Jack  Moseley,  whose  pro 
ty-casualty  insurer  has  been  in  a  se' ' 
slump,  was  nudged  out  in  favor  of  1 
man  P.  Blake  Jr.,  a  turnaround  a 
who  had  revived  Chicago's  Heller  Fi 
cial  Inc. 

Meanwhile,  both  Tenneco's  Kete 
and  Allied-Signal  Inc.'s  chairman, 
ward  L.  Hennessy  Jr.,  were  replace( 
more  bottom-line-leaning  manage) 
Walsh  at  Tenneco  and  former  GE  \  '''ei 


aiiiifil 
(iiailtf 


11 


176  BUSINESS  WEEK/NOVEMBER  25,  1991 


an  Lawrence  A.  Bossidy  at  Al- 
nd  the  late  Armand  Hammer 
probably  not  look  too  kindly  upon 
;cessor  at  Occidental  Petroleum 
Ray  R.  Irani.  After  decades  of 
md  firinti"  protep;es,  Oxy's  legend- 
nder  died  late  last  year.  Irani,  an 
;mist,  has  been  trying  to  stamp 
uch  of  Hammer's  sometimes- 
legacy  ever  since, 
represents  something  of  a  trend 
the  new  CEO  class  of  1991:  the 
the  technocrat.  Nearly  22%  of  the 
isses  came  up  through  engineer- 
technical  career  paths,  compared 
st  over  157f  of  their  more  senior 
:ues.  The  sharpest  drop  was 
CEOs  who  rose  through  market- 
merchandising:  just  over  127'  of 
class,  down  from  more  than  22?^' 
onger-tenured  folk.  And,  in  a  sign 
increasing  globalization  of  busi- 
lese  new  CEOs  are  roughly  twice 
y  as  their  longer-tenured  breth- 


ren to  have  some  overseas  experience. 

Sadly,  today's  boss  may  need  some- 
thing more  like  nautical  experience.  "It's 
the  lifeboat  theory,"  explains  U.SF&G's 
Blake.  "The  boat  can't  hold  everyone, 
and  not  everyone  is  contributing  to  the 
boat's  forward  motion."  Blake  is  throw- 
ing plenty  of  hands  overboard.  Earlier 
this  year,  he  announced  plans  to  cut  25'/' 
of  the  12,300-member  work  force  at  the 
insurer,  troubled  by  junk-bond  invest- 
ments and  failed  diversification  efforts. 
'HI.  BYE.'  Blake  also  had  managers  walk- 
ing the  plank  during  his  days  at  Heller, 
which  was  then  primarily  a  secured  lend- 
er to  corporations.  Soon  after  arriving  at 
the  financial-services  firm  in  1984,  he 
sacked  most  of  its  top  management.  His 
new  team  shifted  Heller's  lending  away 
from  corporate  customers,  where  it  of- 
ten competed  against  more  powerful 
banks,  and  got  into  the  leveraged- 
buyout  game.  Result:  Heller  moved 
from  a  loss  of  $181.9  million  in  1984  to  a 


Norman  Blake 


USF&G 


Blake  is  slashing  the  payroll: 
everyone,  and  not  everyone 


"It's  the  lifeboat  theory.  The  boat  can't  hold 
is  contributing  to  the  boat's  forward  motion" 


$102  million  profit  in  1989.  With  l.Bos 
now  out  of  fashion.  Heller's  net  slipped 
to  $75  million  last  year. 

Senior  managers  in  the  old  regime 
don't  always  wait  for  the  newcomer  to 
start  cleaning  house,  of  course.  Consider 
the  goings-on  at  Compaq,  where  the  new 
chief,  Pfeiffer,  50,  is  jettisoning  founder 
Canion's  formula  of  pumping  out  premi- 
um-priced personal  computers  for  most- 
ly corporate  clients.  Soon  after  Canion, 
46,  was  ousted  as  chief  executive,  five 
vice-presidents — with  duties  ranging 
from  manufacturing  to  product  develop- 
ment— took  early  retirement.  Compaq 
officials  deny  the  two  events  are  related. 

Still,  Pfeiffer  admits  there  has  been 
plenty  of  turmoil.  His  penchant  for  tight 
fiscal  management — something  he 
picked  up  in  his  years  at  Texas  Instru- 
ments Inc.  in  the  price-competitive  semi- 
conductor busines.s — ran  counter  to  Can- 
ion's  more  casual  approach.  And  the  two 
clashed  soon  after  Pfeiffer  returned 
from  his  overseas  stint. 
With  price-discounting 
rivals  such  as  Dell  Com- 
puter Corp.  stealing 
business,  Pfeiffer  and 
Compaq's  co-founder 
and  chairman,  Benjamin 
M.  Rosen,  started  to 
press  in  earnest  for 
tighter  spending  con- 
trols about  two  months 
ago.  But  Canion  balked 
at  the  notion  of  layoffs. 
"There  was  a  definite 
difference  of  opinion  be- 
tween Mr.  Canion  and 
myself,"  says  Pfeiffer. 

So  it  would  seem. 
Pfeiffer,  with  the  bless- 
ing of  Rosen,  felt  he  de- 
served the  brass  ring  at 
Compaq.  And  he  had 
the  board's  ear.  "Rod 
wasn't  going  fast 
enough  to  react  to  the 
computer  market,"  says 
one  board  member.  On 
Oct.  23,  Compaq  an- 
nounced a  third-quarter 
loss  of  $75  million  and 
its  first-ever  round  of 
layoffs,  involving  about 
1,440  employees — some- 
thing Pfeiffer  had 
sought  for  months.  A 
day  later,  Canion  was 
out.  Not  surprisingly, 
some  industry  wags 
have  taken  to  referring 
to  the  determined 
Pfeiffer  as  Cassius. 

Like  many  hard-guy 
bosses,  Pfeiffer  is  mov- 
ing fast  to  reshape  his 
company  to  his  own  vi- 
sion. On  Nov.  5,  Com- 
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ECKHARD  PFEIFFER 


Co  HI  p  a  q  Co  )n  putc  r 


After  lobbying  successfully  for  the  brass  ring,  Pfeiffer  has  been  quick  to  reshape 
Compaq  to  his  vision.  He  plans  to  expand  into  markets  the  company  had  ignored 


also   under  pressure   to  m 
fast.  Goodyear  is  laboring  ur 
a  $3.6  billion  debt  load,  stemn  S---  ' 
largely  from  the  company's  ] 
fight  with  raider  Sir  James  G 
smith.   Another  woe   is  G- 
year's  oil  pipeline,  which 
been  a  money-loser  since 
opened  in  1987.  Finally,  G- 
year's  name-brand  business 
lost  207'  of  its  U.  S.  replacem 
tire  business  since  1986. 


IINE.I. 


ir,  :'m 


pa(i  announced  a  "marketing  revolution" 
that  includes  slashing  costs  by  out- 
sourcing some  manufacturing  and  rene- 
gotiating supply  contracts.  He'll  also 
aim  at  lower-priced  segments  of  the  PC 
market  and  expand  into  the  home  and 
educational  markets. 

Over  at  Tenneco,  Walsh  is  also  undo- 
ing much  of  his  predecessor's  work. 
Those  Tenneco  staffers  accustomed  to 
cushy  perks  under  Ketelsen  are  in  for  a 
shock.  Walsh  plans  to  close  the  e.xecu- 
tive  dining  room.  Going,  too,  will  be  one- 
third  of  corporate  staff,  as  part  of  the 
broader  layoffs  already  announced. 

He  also  announced  plans  to  sell  $1 
billion  in  assets  at  Tenneco,  which  has 
interests  in  natural-gas  pipelines,  ship- 
building, and  farm  equipment.  That  may 


include  part  or  all  of  troubled  J.  I.  Case. 
Thanks  to  Ketelsen's  1985  purchase  of 
International  Harvester's  farm-equip- 
ment lines,  Tenneco's  Case  unit  now  rep- 
resents roughly  one-third  of  sales. 
Walsh  says  he's  analyzing  the  outfit. 
But  what  does  a  former  lawyer  know- 
about  tractors?  Snaps  Walsh:  "When  I 
was  at  Cummins,  I  didn't  know  a  cam- 
shaft from  a  crankshaft.  I  learned." 

He  had  better  be  a  quick  study.  Be- 
cause of  the  recession  and  an  inventory 
glut,  Case  is  expected  to  lose  $560  mil- 
lion this  year,  according  to  Kidder,  Pea- 
body  &  Co.  Throw  in  the  restructuring 
charges,  and  Tenneco  will  probably  post 
a  $294  million  loss  this  year,  on  $14.5 
billion  in  sales. 

Goodyear  Chairman  Stanley  Gault  is 


If  there's  anyone  who  can  hIm 
tread  Goodyear,  it's  Gault,  a  eg  b 
tail-oriented  manager  wit  Ri 
strong  focus  on  customer  ser  ters  i 
and  bottom-line  results.  "E^acpra 
quarter,  you've  got  to  hit 
number,  no  excuses,"  says  a 
mer  colleague  at  Rubbernn  sy  ran 
where  Gault  strung  togethei  m^i 
record  quarters  of  earni  iniiierp 
growth. 

TIGHT  LID.  But  Gault,  65,  is  hfe  oi 
ly  a  bean-counter.  At  Rub 
maid,  he  routinely  visited  « 
plant  and  often  spent  ho 
hanging  around  hardware  st( 
watching  consumers  pick 
the  company's  housewa 
Once,  he  spotted  a  woman  trj  [  U 
unsuccessfully  to  pry  open 
lid  of  a  Rubbermaid  microwa' 
ble  container  and  ordered  u 
design  change  as  a  result. 

The  problems  and  solution  , 
Goodyear  aren't  quite  so  sim 
For  now,  Gault  is  working  to  "^'"^ 
down  the  company's  debt  L  ^ 
He  has  alreadv  sold  assets 
ued  at  about  $100  million  and*''''* 
scheduled  a  $500  million  eq 
offering    for  mid-Novem 
More  relief  may  be  on  the  v 
if  major  manufacturers 
make  recent  price  hikes  of  u; 
8%  on  replacement  tires  stick, 
another  front,  Gault  has  h 
personally  trumpeting  G( 
year's   latest   product  innovation 
ground-hugging  Aquatred,  designed 
wet  roads,  to  dealers  and  the  press. 

At  Allied-Signal,  newcomer  Bos; 
56,  has  also  hit  the  ground  running 
logged  34  years  at  GE,  so  it's  ha: 
surprising  that  he  inherited  GE  Chain 
John  F.  Welch  Jr.'s  lightning-quick  ( 
siveness.  And  Bossidy  has  always  bei 
ferocious  competitor.  As  a  pitcher 
Colgate  University,  he  led  his  teanj^ 
the  collegiate  world  series  in  1955. 

As  Allied's  new  boss,  Bossidy 
been  hurling  fastballs  since  day  on( 
mere  three  months  after  showing  u]  j' 
the  diversified  manufacturer  of  a 
space  components  and  auto  parts,  1 
sidy  announced  a  top-to-bottom  rest 
turing  that  calls  for  eliminating  149 
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1  employees,  or  5,000  workers,  di- 
eight  businesses,  and  slashing 
ipany's  dividend  by  some  45%.  He 
ans  to  cull  Allied's  flock  of  84 
;ses  down  to  proven  cash-spin- 
it  does  help  to  come  in  from  the 
id  freshly  appraise  businesses," 

:iNE.  One  who  didn't  come  in  from 
d  is  Occidental's  Ray  Irani.  Over 
ears,  Oxy  founder  Hammer 
t  in  a  stream  of  would-be  succes- 
uch  as  A.  Robert  Abboud,  who 
1  from  First  Chicago  Corp.,  only 
them  packing  a  short  time  later, 
ini  managed  to  thrive  under  the 
ial  Hammer.  The  56-year-old  won 
ir'&  favor  for  his  turnaround  of 
unprofitable  chemical  operations, 
aking  over  in  1983,  Irani  trimmed 
id  and  fine-tuned  the  unit's  plants 
'  ran  more  efficiently.  In  a  year, 
dness  was  profitable  again, 
mer  promoted  Irani  over  14  other 
?sidents  as  president  and  chief  op- 
officer  in  1984.  The  Lebanese- 


born  Irani,  whose  father  was  a  math 
professor  at  American  University  of  Bei- 
rut, has  plenty  of  smarts.  At  age  22,  he 
earned  a  doctorate  in  chemistry  at  the 
University  of  Southern  California. 

Irani  is  hardly  keeping  Oxy  as  a 
shrine  to  its  founder's  memory.  One 
month  after  Hammer's  death,  he 
launched  a  $5  billion  restructuring  to  re- 
focus  Oxy  on  its  core  oil,  gas,  and  chemi- 
cal businesses.  He  also  took  a  $2  billion 
charge  that  included  the  costs  of  exiting 
some  of  Hammer's  more  offbeat  busi- 
ness ventures,  such  as  Armand  Hammer 
Productions,  a  movie  company  that  spe- 
cialized in  films  tracking  the  travels  of — 
you  guessed  it — Armand  Hammer.  "He 
was  a  romantic  who  fell  in  love  with  the 
things  he  bought,"  says  Irani.  "I  try  to 
be  practical  about  what  we've  got." 

Practical,  indeed.  Irani  has  already 
managed  to  reduce  Oxy's  once-stagger- 
ing debt  by  $2.6  billion,  to  a  reasonable 
55%  of  total  capital,  through  asset  sales 
and  cost-cutting.  With  low  energy  prices 
smacking  rivals,  Oxy's  operating  earn- 


ings are  up  I'SA'/',  to  nearly  $1.1  billion, 
on  sales  of  $7.5  billion,  through  the  first 
nine  months. 

Still,  it  has  been  a  reign  of  pain  under 
Irani  so  far.  Back  in  January,  Irani  told 
analysts  and  employees  that  1,000  jobs 
would  go  from  existing  operations,  even 
though  he  says  he  knew  the  number 
would  be  far  higher.  He  has  since 
slashed  1,600 — and  now  says  2,350  in  all 
will  go  by  this  January.  What  gives? 
"We  had  only  been  in  a  few  weeks,  and 
I  didn't  want  to  go  out  with  a  number 
that  I  wasn't  comfortable  with,"  he  says. 

If  all  this  sounds  a  bit  cold-blooded, 
you're  right.  But  then  again,  managing 
in  these  turbulent  economic  times  isn't 
for  the  meek.  And  until  better  days  re- 
turn, count  on  the  sharp  blade  of  the 
guillotine  to  be  hanging  over  chief  exec- 
utives and  employees  alike. 

By  Brian  Brernner  in  New  York,  with 
Mark  Ivey  in  Houston,  Ronald  Grover  in 
Los  Angeles,  and  bureau  reports 


The  Corporate  Elite  continues  on  page  180 


WELCOME  TO  THE  HOT  SEAT:  SIX  CEOs  WHO  JUST  ARRIVED 


.  Laurance  Fuller 

A  moco 

ierg>'  prices  and 
jnomic  slowdown 
ougher  times  for 
)'s  oil  and  petro- 
:al  businesses. 
)e.  Fuller  kicked 
■cent  round  of  lay- 
d  cost-cutting  ef- 
Fhat  will  help,  but 
gs  are  expected  to  be  off  this  year, 
ight  spot:  The  recent  blast  of  cold  air 
Midwest  could  bode  well  for  Amo- 
itural-gas  business.  This  53-year-old 
ssical-music  lover  and  golf  nut,  with  a 
handicap 

Melvin  Goodes 

Warner-Lambert 

his  tenure  with 
in  late  October 
ouncing  that  the 
aceutical  giant 
minate  2,700 
bout  8%  of  its 
'ork  force,  and 
;ome  plants. 
6-year-old  Cana- 
ls reason  to  look  over  his  shoulder: 
a  cardiovascular  blockbuster  and  big 
pinner,  goes  off  patent  in  1993. 
!,  the  feds  recently  delayed  approval 
;nex,  a  promising  new  drug  to  combat 
mer's,  and  asked  for  further  study 


Michael  A.  Miles 

Philip  Morris 

h.  nonsmoker  calling 
the  shots  for  the  Marl- 
boro Man?  The  arrival 
of  Miles,  52,  who  re- 
places chain-smoker 
Hamish  Maxwell, 
marks  a  continuation  of 
the  company's  aggres- 
sive move  away  from 
tobacco  and  toward  food,  which  now  repre- 
sents more  than  half  of  the  total  $58  billion 
in  revenues.  With  his  company  spinning  out 
cash  aplenty,  this  former  ad  man  may  be  on 
the  prowl  for  a  food-company  acquisition. 
One  rumored  target:  H.J.  Heinz 

Miles  Marsh 

Pet 

This  spin-off  from  the 
Whitman  conglomerate 
boasts  all-star  brands 
such  as  Progresso  soup 
and  Old  El  Paso  Mexi- 
can food.  Miles,  44,  re- 
cently launched  the  first 
national  television  cam- 
paign for  these  lines  and 
has  kept  a  tight  lid  on  costs.  Not  all  is  well, 
though:  Pet's  Orval  Kent  salads  and  Whit- 
man's Sampler  chocolates  have  both  been 
battered  by  competitive  pricing  pressures. 
Reai'ed  in  Cape  Town.  South  Africa,  he  used 
to  work  for  Mike  Miles  at  Kraft 


Seth  Schofield 

us  Air 


He  hopes  to  navigate 
this  sputtering  airline 
into  calmer  skies. 
USAir  posted  a  net  loss 
of  $454  million  last  year 
and  expects  to  turn  in 
similarly  poor  results 
this  year.  Schofield  is 
cutting  employee 
wages  and  medical  benefits,  as  well  as  sell- 
ing planes — then  leasing  them  back — to 
conserve  cash.  Still,  turbulent  times  seem 
certain  for  Schofield,  52,  who  cracked  into 
the  business  as  a  baggage  handler 


Alfred  Zeien 

Gillette 

Inherited  his  job  follow- 
ing the  sudden  death  of 
longtime  chief  Colman 
M.  Mockler.  The  com- 
pany continues  to  enjoy 
a  smooth  earnings  glide 
thanks  to  its  smash-liit 
Sensor  razor.  New 
products  in  the  pipeline: 
a  Sensor  product  for  women  and  a  new 
Braun  electric  razor  with  flexible  heads.  An 
amateur  architect,  Zeien,  age  61,  recently 
designed  and  built  his  new  home  on 
Cape  Cod 
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A  PORTRAIT 
OF  THE  BOSS 

GEE,  THIS  GUY  IDOKS  FAMILIAR 


What  does  it  take 
to  join  the  ranks 
of  the  Corporate 
Elite?  Age,  experience,  and 
staying  power.  The  man  run- 
ning the  typical  business 
WEEK  1000  company — there 
are  no  women — is  56'  years 
old.  He  has  been  working  for 
the  same  company  for  more 
than  22  years,  and  he  has 
been  in  the  corner  office  for 
more  than  eight. 

The  chief's  air  of  stability 
extends  beyond  the  office. 
Nearly  all  of  the  CEOs  in  the 
Corporate  Elite  are  married. 
Only  32  out  of  1000  will  admit 
they  are  currently  divorced. 
Along  with  wedded  bliss,  the 
boss  is  a  firm  believer  in 
progeny.  Our  typical  CEO  has 
3.1  children,  compared  with 
2.1  for  the  average  Ameri- 
can couple. 

Members  of  the  freshman 
class  are  not  quite  so  prolif- 
ic— they  average  only  2.8  off- 
spring. The  standout  among 
new  CEOs:  Allied-Signal  Inc.'s 
Lawrence  A.  Bossidy,  with 
nine  kids.  And  for  many  cor- 
porate leaders,  business  is  a 
family  affair,  too.  Over  107' 
of  the  executives  in  the  Cor- 
porate Elite  have  children 
working  for  the  company  they 
manage. 

Besides  being  ahriost  uni- 
formly  white   and  predomi- 


nantly Protestant,  these 
bosses  are  a  homogeneous 
bunch  in  other  ways  as  well. 
You  don't  get  to  the  top  of 
the  typical  company,  with  $3.8 
billion  in  revenues  and  $177 
million  in  profits,  by  doing 
things  differently.  You  get 
there  by  doing  the  right 
things,  only  better  than  ev- 
erybody else.  Our  typical  CEO 
went  to  college,  where  he  ma- 
jored in  business.  The  odds 
are  better  than  1  in  5  that  he 
played  varsity  sports.  More 
than  half  of  the  Corporate 
Elite  went  on  to  graduate 
school.  A  majority — 527 — did 
a  stint  in  the  military,  though 
their  numbers  are  declining 
as  many  World  War  II  veter- 
ans move  into  retirement. 

It's  small  wonder  that  after 
reaching  the  highest  rung  on 
the  corporate  ladder,  the  boss 
wants  to  stay  there  awhile: 
The  rewards  of  running  a 
BUSINESS  WEEK  1000  company 
are  plentiful.  Our  typical  lead- 
er earns  an  average  of 
$868,000.  Pity  his  younger 
counterpart,  who  has  been  in 
the  executive  suite  a  year  or 
less:  This  poor  fellow  is 
bringing  home  $608,000  this 
year. 

To  learn  more  about  the 
group  of  men  who  collectively 
control  $3.8  trillion  in  reve- 
nues, read  on. 


POWER  DIPLOMASi 


The  tiger  has  taken  a  bite 
out  of  the  bulldog.  Yale 
University  has  traditionally 
produced  the  most  CEOs  in  the 
Corporate  Elite.  But  this  year, 
Princeton  University  edged 
out  the  Elis  as  the  leading 
alma  mater  for  business 
WEEK  1000  chieftains,  with  35 
alums  in  the  corner  office. 


Among  them  are  H.  Brewster 
Atwater  Jr.  of  General  Mills, 
Richard  B.  Fisher  of  Morgan 
Stanley,  and  William  D.  Ruck- 
elshaus  of  Browning-Ferris 
Industries.  Yale  fell  to  second 
place  this  year,  with  30  CEOs. 
Harvard  University  remained 
No.  3,  with  24  grads. 
Other  elite  schools  that 


graduated  a  large  number  of 
corporate  bosses  include  the 
University  of  Pennsylvania 
and  its  Wharton  School,  with 
20;  Northwestern  University 
and  Stanford  University,  both 
with  16;  and  Cornell  Universi- 
ty, with  15.  Stanford  is  the 
only  West  Coast  school  repre- 
sented among  the  Top  10  CEO- 
producing  colleges. 

Among  the  freshman  class 
of  CEOs,  Princeton,  Stanford, 
and,  surprisingly,  Purdue  Uni- 
versity had  the  most  grads. 
State  schools  with  the  most 
CEO  alums  are  Wisconsin, 
Michigan,  and  Texas. 

When  it  comes  to  graduate 
diplomas — which  hang  on  the 
walls  of  nearly  half  the  mem- 
bers of  the  Corporate  Elite — 
no  school  comes  close  to  Har- 
vard. Nearly  107  of  the  CEOs 
have  a  Harvard  graduate  de- 
gree in  business,  law,  or  some 
other  specialty  dressing  up 


CrO 


mcl 


their  resumes.  Next  in 
Stanford,  which  has  ha- 
corporate  bosses 
through  its  grad  progr; 
Other  popular  places  to 
a  graduate  diploma 
Columbia  University  and 
sachusetts  Institute  of 
nology,   both   with  19, 
Northwestern,  with  17. 

Among  state  schools, 
gan  was  the  leader, 
CEOs  earning  graduate 
mas  in  Ann  Arbor. 


witi 


FOLLOW  THE  YELLOW  BRICK  ROAD 


ing  Anthony  S.  D'Amatj 
Borden  Inc.  and  Alfred] 
Zeien  of  Gillette  Co. 

Besides    these  techr 
types,  some  chief  execull 
make  it  to  the  top  floor 
the  shop  floor.  Fully  9/1 

business  WEEK  1000  CoJ 
nies  are  run  by  manal 
who  started  out  in  mam| 
turing  or  production. 

It  used  to  be  that  a  lav 
gree  was  the  ticket  to 
reer  in  government.  But 
days,  knowing  how  to  wr| 
legal  brief  seems  to  con 
handy  in  the  private  sectcj 
well. "About  77  of  the  Cj 
rate  Elite  identified  lav 
their  career  path,  and 
107  of  CEOs  are  law-s<j 
graduates. 

Five  CEOs  can  raise 
hands  the  next  time  soml 
asks:  "Is  there  a  doctor  iil 
house?"  Among  them  ar 
Roy  Vagelos  of  Merck  & 
and  Theodore  Cooper  of 
john  Co. 

The  groves  of  acad 
were  the  training  ground; 
five  corporate  bosses.  An 
those  who  honed  their 
agement  skills  in  an  e( 
tional  setting:  Kroger 
Joseph  A.  Pichler,  who  if 
former  dean  of  the  Unive 
of  Kansas  School  of  Busil 


What  s  the  best  path  up 
the  corporate  ladder? 
As  in  previous  years,  more 
CEOs  started  out  in  finance  or 
accounting  than  in  any  other 
area.  A  quarter  of  the  bosses 
in  the  Corporate  Elite  won 
their  management  stripes  by 
crunching  numbers.  Market- 
ing was  the  second-most-pop- 
ular route  to  the  top — nearly 
217'  of  today's  CEOs  were 
once  marketing  men. 

But  just  because  you  don't 
have  a  finance  or  marketing 
background  doesn't  mean  you 
won't  sit  in  the  corner  office 
someday.  About  167  of  corpo- 
rate bosses  began  their  ca- 
reers in  engineering  or  techni- 
cal positions.  And  the 
numbers  are  even  higher 
among  the  freshman  class  of 
CEOs,  where  227  identify 
themselves  as  techies,  includ- 
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THE  CORPORA 


Imagine  working 
in  a  place 
where  everyone 
treats  you  like  family. 


1  1 


\  1 


1  1  IS 


Li  > 111 


Like  maiiv  ik>()|)I(',  you  niav  liavc 
(liscovoivd  that  your  favorite  [ilace  to  tlo 
business  is  riglit  iu  your  own  Itackyanl. 
The  IBM  l\S/r  is  perFect  tor  you.  It  runs 
the  software  you  need  for  extra  office 
work  or  your  small  business — including 
Lotus"  1-2-3  "  and  \X'ord  Per  feet!"  Some 
models  even  come  w  ith  386 ™S\  |)ower 
and  Microsoft  "  Windows  "  built  in. 
The  PS/I  is  ex|)andable,  so  it  can  grow 
with  your  needs.  And  because  its 
Irom  IBM,  its  compatible  with  most 
business  computers. 

But  the  PS/I  fits  into  your  life.  too.  Its 
remarkably  easy  to  set  up  and  use.  Prices 
start  as  low  as  $999.*  Best  of  all,  it  comes 
w  ith  the  service  and  support  vou  can  expect 
only  from  IBM.  Not  to  mention  the  sup- 
port you'll  get  Irom  the  people  around  you. 
For  a  store  near  you,  call  1  800  IBM-3377. 


PS/1 

Because  you  dont  just  have  a  job.  You  have  a  hfe. 


;  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/1 
emark  of  International  Business  Mactiines  Corporation  WordPerfect  is  a  registered 
nark  ot  WordPerfect  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus 
opmenl  Corporation  386  is  a  trademark  of  Intel  Corporation  Microsoft  is  a  registered 
nark  and  Windows  a  trademark  of  Microsoft  Corporation  ©1991  IBM  Corp 


to  GET  AHEAD,  GO  ABROAD 


If  you're  thinking  about 
(lucking  that  foreign  as- 
signment in  order  to  stay 
close  to  the  corporate  nerve 
center,  think  again.  Based  on 
the  responses  of  executives 
running  BUSINESS  WKEK  1000 
companies,  a  stint  abroad  is 
becoming  a  valuable  step  in 
the  corporate  climb.  Only  137' 
of  all  t'I':os  said  they  did  a 
tour  of  duty  overseas.  But 
207'  of  the  men  who  took  the 
helm  in  the  past  year  have 
worked  outside  the  U.  S. 

Not  surprisingly,  Canada 
was  the  country  where  most 
American  bosses  went  to  gain 
foreign  experience.  Sixteen 
CKOs  say  they  have  put  in 
time  north  of  the  border. 
Proximity  and  lack  of  a  lan- 
guage barrier  obviously  make 
a  Canadian  stint  easier  than 
one  in  Peru  or  Jordan. 

After  Canada,  Britain  was 
the  most  popular  destination 
for  future  CEOs,  followed  by 
Belgium.  Among  the  heavy- 
weights who  spent  time  in 
Britain  are  Exxon's  Lawrence 
G.  Rawl,  Ford's  Harold  A. 
Poling,  and  Xerox'  Paul  A. 
Allaire. 

By  and  large,  (^EOs  with 


foreign  experience  got  it  in 
Canada  or  Europe.  Very  few 
corporate  bosses  have  lived 
and  worked  in  Latin  America 
or  the  Far  East. 

But  there  are  exceptions. 
Among  those  who  were  post- 
ed to  exotic  locales  were  Bri- 
an G.  Dyson  of  Coca-Cola  En- 
terprises, who  worked  in 
Venezuela.  Ronald  W.  Had- 
dock of  Fina  Inc.  commuted 
between  China  and  the  U.  S. 
every  six  weeks  from  1982  to 
1986'.  Robert  J.  Pfeiffer  of  Al- 
exander &  Baldwin  Inc.  is  one 
of  the  few  members  of  the 
Corporate  Elite  to  have  spent 
time  in  Japan.  His  Asian  expe- 
rience also  includes  Korea, 
Taiwan,  the  Philippines,  and 
Hong  Kong. 


A  CEO  BY  ANY  OTHER  NAME 


early  all  of  the  bosses  in 
the  Corporate  Elite  carry 
the  title  of  chief  executive  of- 
ficer. One  who  doesn't:  Jo- 
seph M.  Clapp,  who  heads 
trucking  company  Roadway 
Services  Inc.,  where  there  is 
no  CEO.  Clapp  is  Roadway's 
chairman  and  president. 

Another  special  situation: 
Herbert  M.  and  Marion  0. 
Sandler,  the  husband-and-wife 
team  who  operate  Golden 
West  Financial  Corp.,  alter- 
nate as  chief  executive  year 
by  year.  Because  it's  Her- 
bert's turn  as  Golden  West's 
CEO  this  year,  there  are 
no  women  running  BUSINESS 
WEEK  1000  companies. 

Almost  half  of  the  CEOs  in 
the  Corporate  Elite  also  hold 
the  office  of  chairman.  An  ad- 
ditional 20%  serve  as  presi- 
dent of  their  companies,  too. 

And  how  many  of  these 
honchos  wear  three   hats — 


chairman,  CEO,  and  president? 
Quite  a  few.  Nearly  a  quarter 
of  these  corporate  bosses  oc- 
cupy the  top  three  spots  in 
their  company. 

A  handful  of  CEOs  double 
as  chief  operating  officers. 
Among  them  are  Robert  F. 
Daniell  of  United  Technol- 
ogies, Morry  Weiss  of  Ameri- 
can Greetings,  and  Roger  V/. 
Kober  of  Rochester  Gas  & 
Electric.  And  a  few  CEOs  act 
as  vice-chairman,  including 
Stewart  D.  Blair  of  United 
Artists  Entertainment,  John 
J.  Shea  of  Spiegel,  and  Ed- 
ward E.  Penhoet  of  Chiron. 

But  some  of  the  additional 
roles  played  by  members  of 
the  Corporate  Elite  are  a  bit 
more  exotic.  American  Ex- 
press Co.  CEO  James  D.  Rob- 
inson III  is  also  the  compa- 
ny's chief  quality  officer.  At 
Apple  Computer  Inc.,  Chief 
Executive  John  Sculley  serves 


as  chief  technical  officer.  And 
Daniel  E.  Evans  of  Bob  Evans 
Farms  Inc.  acts  as  his  compa- 
ny's corporate  secretary. 

Some  corporate  bosses  hold 
management  jobs  at  more 


than  one  company, 
stance,  Milton  H.  Ward  j 
Freeport-McMoRan  Coppeij 
Gold  Inc.  is  also  chief  opeJ 
ing  officer  of  parent  compj( 
Freeport-McMoRan  Inc. 


HOW  THEIR  COMPANIES  ARE  DOING 


In  exchange  for  his  hefty 
jjaycheck — which  we  take  a 
closer  look  at  below — the  CEO 
manages  a  weighty  enter- 
prise. A  BUSINESS  WEEK  1000 
company  averaged  $3.8  billion 
in  sales  in  1990,  up  7.47  from 
$3.6  billion  in  1989.  But  our 
typical  CEO  had  better  keep  a 
closer  eye  on  the  bottom  line: 
The  average  profit  slipped 
57o,  to  $177  million  from  $186 
million. 

General  Motors  Corp.  had 
the  highest  sales  of  any  com- 
pany, with  $123.3  billion.  GM 
also  lost  the  most  money — 
$2  billion.  Gensia  Pharmaceu- 
ticals Inc.,  which  does  drug 
research,  was  the  company 
with  the  smallest  sales — zero 
for  the  past  two  years.  IBM 
earned  the  most — $6  billion. 

Fortunately  for  CEOs  and 
investors  alike,  the  decline  in 
profits  hasn't  hurt  average 


market  capitalization,  whicl 
up  26.67,  to  $3.2  billion  fr 
$2.5  billion.  The  rising  st  ^ 
market  has  lifted  the  aver; 
price  per  share  of  a  BUSIN 
WEEK  1000  company  by  23.' 
to  45%  from  around  37.  1 
excluding  off-the-chart  B( 
shire  Hathaway  Inc. — rec( 
ly  trading  at  $8,500  a  shar 
the  average  stock  price 
up  217,  to  about  37  fr 
around  30  Vi. 

Exxon  Corp.  has  the  iarg  IjR 
market  capitalization  of  :  f^ui 
company  on  the  list,  at  $' 
billion.  On  the  other  end 
the  spectrum  is  Measu 
Corp.,  with  a  market  cap| 
$385  million. 

Along  with  rising  st 
prices  has  come  a  boost  in 
average  price-earnings  r; 
of  the  BUSINESS  WEEK  1 
It's  now  18.1,  compared 
13.6  a  year  ago. 


THE  CUTBACKS  STOP  HERE 


Recession?  What  reces- 
sion? Even  though  aver- 
age profits  for  the  BUSINESS 
WEEK  1000  fell  last  year.  Cor- 
porate Elite  paychecks  contin- 
ued to  grow.  The  average 
CEO's  base  salary  and  bonus 
hit  $868,000,  up  3.27  from 
1989.  The  rate  of  increase  has 
slowed,  though,  from  last 
year's  77'  growth. 

Not  everyone  in  the  Corpo- 
rate Elite  bags  that  kind  of 
cash.  Some,  such  as  David 
Rockefeller  of  Rockefeller 
Center  Properties  Inc.,  collect 
no  salary.  Of  course,  he  can 
probably  afford  it.  Similarly, 
Berkshire  Hathaway  Inc.  CEO 
Warren  E.  Buffett  limits  his 
annual  salary  to  a  modest 
$100,000,  though  he  takes  in 
more  from  Berkshire  divi- 
dends than  some  CEOs  see  in 
their  paychecks.  Buffett  is 
also  forgoing  a  salary  in  his 
new  post  as  head  of  belea- 
guered Salomon  Brothers  Inc. 

If  earning  big  bucks  is  your 
top  concern,  stay  away  from 


utilities,   where   the  a 
CEO  paycheck  of  $452,00i 
the  lowest  of  any  sector, 
er  industries  at  the  botto 
the  list  are  containers 
packaging,  with  an  aver 
CEO  take  of  $592,000, 
building  materials,  $602,0C  i'i 
The  fattest  paychecks  |v>^ 
collected  by  bosses  in 
consumer-products  busin  Vf^ 
where  CEOs  get  an  averag 
$1,367,000.  Heads  of  congl  »'* 
erates  get  the  second-bigj  i** 


checks — an  average 


$1,357,000— while  bosses 
leisure-time  companies  t 
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an  average  of  $1,209,000. 

Reebok  International  Ltd.'s 
Paul  Fireman  earns  the  most: 
$14.8  million.  Walt  Disney 
Co.'s  Michael  D.   Eisner  is 


close,  with  $11.2  million.  Her- 
bert J.  Siegel  of  Chris-Craft 
Industries  Inc.  made  $8.4  mil- 
lion, and  Charles  Lazarus  of 
Toys  'R'  Us  Inc.,  $5.4  million. 


'IN  MY  PREVIOUS  LIFE,  I  WAS...' 


While  the  Corporate 
Elite  seem  like  a  pretty 
predictable  bunch  at  first 
glance,  many  of  today's  CEOs 
took  some  strange  detours  on 
the  way  to  the  executive 
suite.  A  newspaperman  who 
likes  hanging  out  with  cops? 
Washington  Post  Co.'s  Don- 
ald E.  Graham  once  worked 
as  a  policeman. 

At  least  one  CEO  really 
knows  his  way  around  the 
golf  course:  The  head  of  Tex- 
tron Inc.,  Beverly  F.  Dolan, 
got  his  start  in  something 
much  humbler  than  conglom- 
erates. He  founded  golf-cart 
maker  E-Z  Go,  which  Textron 
acquired  in  1960.  Before  join- 
ing the  fabric  business,  Han- 
cock Fabrics  Inc.  CEO  Morris 
0.  Jarvis  was  a  manager  at 
United  Funeral  Service. 

The  door  between  govern- 
ment and  business  continues 
to  revolve.  Stewart  W. 
Bainum  Jr.  of  nursing-home 


operator  Manor  Care  Inc.  was 
formerly  a  Maryland  state 
senator.  All  told,  at  least  four 
bosses  came  from  federal 
government  agencies,  while 
seven  came  directly  from  the 
military. 

And  the  door  between  Gen- 
eral Electric  Co.  and  execu- 
tive suites  elsewhere  revolves 
at  an  ever-faster  rate.  A  doz- 
en CEOs  came  from  Jack 
Welch's  school  for  manag- 
ers— eight  of  them  in  the 
freshman  class  alone.  Among 
the  new  bosses  who  spent 
time  at  GE  are  Borden's  An- 
thony S.  D'Amato,  Allied-Sig- 
nal's Lawrence  A.  Bossidy, 
and  Rubbermaid's  Walter  W. 
Williams. 

If  you  can't  work  for  GE, 
try  donning  a  green  eyeshade. 
At  least  19  CEOs  in  our  Corpo- 
rate Elite  joined  their  compa- 
nies from  accounting  firms, 
while  at  least  10  others  came 
over  from  consulting  firms. 


WUNDERKINDER  AND  ELDER  STATESMEN 


The  average  CEo  is  in  his 
mid-50s.  But  who's  aver- 
age? Youngest  is  Michael  S. 
Dell  of  Dell  Computer  Corp., 
at  26  years  old,  while  elder 
statesman  Milton  J.  Petrie  of 
Petrie  Stores  Corp.  is  89. 
There  are  two  other  bosses 
who  are  octogenarians — As- 
sociated Communications 
Corp.'s  Jack  N.  Berkman,  86, 
and  Lawter  International 
Inc.'s  Daniel  J.  Terra,  80.  And 
an  additional  16  are  75  or  old- 
er, including  Block  Drug  Co.'s 
Leonard  N.  Block,  79,  and  Dil- 
lard  Dejjartment  Stores  Inc.'s 
William  T.  Dillard,  77. 

But  17  of  the  top  bosses  are 
under  age  40.  Some  of  these 
youthful  CEOs  made  it  to  the 
corner  office  by  starting  their 
own  companies.  Junior  mem- 
bers of  the  Corporate  Elite  in- 
clude such  boomer  wunder- 
kiyider  as  Microsoft  CEO 
William  H.  Gates  III,  36;  Sun 
Microsystems  Chief  Executive 
Scott  G.  McNealy,  37;  and  Lo- 


tus Development's  Jim  P. 
Manzi,  39.  But  you  needn't  be 
a  techie  to  reach  the  top  be- 
fore 40:  Just  ask  Charles  D. 
Way,  38,  of  Ryan's  Family 
Steak  Houses  Inc. 

While  the  average  age  of 
Corporate  Elite  CEOs  hasn't 
changed  much  in  the  past  few 
years,  the  ranks  of  the  very 
oldest  bosses  are  thinning.  In 
1990,  there  were  359  chief  ex- 
ecutives aged  60  or  older.  This 
year,  there  are  just  343.  And 
only  22  of  the  154  new  CEOs 
are  older  than  60. 


THE  GAMES  THEY  PLAY 


The  members  of  BUSINp:ss 
week's  Corporate  Elite 
work  hard,  but  they  play 
hard,  too — or  at  least,  they 
once  did.  Over  20%  of  the 
CEOs  say  they  played  varsity 
sports  as  college  undergradu- 
ates. Football  was  their  most 
popular  choice,  followed  by 
baseball  or  Softball,  then 
basketball. 

With  their  school  days  long 
behind  them,  nearly  all  CEOs 
say  they  continue  to  play 
sports  in  their  spare  time. 
Based  on  the  responses  to 
BUSINESS  week's  survey,  the 
ability  to  play  golf  and  tennis 
may  be  a  prerequisite  for  join- 
ing the  Corporate  Elite  club. 

A  lot  of  CEOS  talk  about 
making  their  companies  lean 
and  mean,  and  a  fair  number 
are  dedicated  to  staying  lean 
and  mean  themselves.  Just 
look  at  Brian  G.  Dyson  of 
Coca-Cola  Enterprises  Inc., 
who  is  still  competing  in 
triathlons  at  age  56. 

Then  there  are  some  real 
bruisers — the  handful  who 
identified  weight-training  as  a 
hobby.  Among  them  are  John 
W.  Teets  of  Dial,  Stephen  M. 
Berkley  of  Quantum,  and  Mi- 
chael G.  King  of  King  World 
Productions. 


fill 


More  than  a  dozen  CEOs 
they  get  away  from  it  al 
going  scuba  diving.  But  J 
A.  Rollwagen  of  Cray 
search  Inc.  prefers  to  staj 
top  by  windsurfing,  and 
does  Joel  B.  Alvord  of  Sh 
mut  National  Corp.  Georg 
Collins  of  T.  Rowe  Price  A 
ciates  Inc.  washes  away 
stresses  of  running  his  in\; 
ment  firm  by  going  for  1 
distance  swims. 

But  not  all  CEOs  favor 
times  that  are  so  physic 
demanding.  Charles  P. 
rus  of  Toys  'R'  Us  Inc. 
croquet  is  his  idea  of  a 
time,  while  John  T.  Hartle 
Harris  Corp.  enjoys  the 
subtle  rewards  of  raising  5^ 
chids.  Michael  D.  Dingma 
Henley  Group  Inc.  is  an  |waiii 
collector  of  toy  trains. 


TRIVIA 


David  W.  Kemper  of  Com- 
merce Bancshares  Inc. 
could  as  easily  be  teaching  lit- 
erature as  running  a  bank. 
The  Harvard  graduate  has  a 
master's  degree  in  English  lit- 
erature from  Oxford  Universi- 
ty as  well  as  the  more  stan- 
dard MBA  from  Stanford .... 
Alan  C.  Hasselwander  of 
Rochester  Telephone  Corp.  is 
a  graduate  of  St.  Bernard's 
Seminary  ....  Milton  J.  Petrie 
of  Petrie  Stores  Corp.  has 
been  in  office  the  longest — 59 
years  ....  More  than  50  CEOs 
share  their  last  name  with  the 
company  they  run ....  New 
York  produces  the  most  CEOs, 
followed  by  Illinois  and  Penn- 
sylvania ....  Nearly  140  of 
the  CEOs  say  they  founded  the 
company  they  manage  .... 


Corporate  leaders  hoi 
technical  or  business  deg 
outnumber  liberal-arts  ma 
2  to  1 ....  A  dozen  chief  e 
utives  attended  mili 
schools ....  Barron  Hilto 
Hilton  Hotels  Corp.  en 
hot-air  ballooning  ....  B 
me  up,  Scotty:  Darryl  F.  A 
of  Trinova  Corp.  collects 
Trek  memorabilia ....  E 
state  has  produced  at  1 
one  member  of  this  y( 
Corporate  Elite  except  \ 
ming  and  Vermont 
Armco  Inc.'s  Robert  Pur 
was  once  an  engineer  for 
Indiana  Toll  Road  Com 
sion ....  John  W.  Rollins 
of  Rollins  Environmental 
vices  Inc.  studied  with 
ternational  Correspond< 
Schools. 


By  Monica  Roman.  Robert  Minis,  and  Fred  Jespersen 
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'he  Chief  Executives  of  the  Business  Week  1000, 
the  most  valuable  publicly  held  U.S.  companies 
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2/2/30 

ID 

BA,  ColL  of  Idaho '51 

Operations 

3 

3 

lillilU 

AMERICAN  TELEPHONE  &  TELEGRAPH 

ROBERT  E.  ALLEN 

NY 

51300 

2700 

42900 

1/25/35 

MO 

BA,  Wabash  '57 

Operations 

34 

3 

ESi! 

AMERICAN  TV  &  COMMUNICATIONS 

JOSEPH  J.  COLLINS 

a 

1100 

120 

4900 

7/27/44 

NY 

AB,  Brown  '66 

MBA,  Horvord  '72 

Marketing 

19 

3 

AMERICAN  WATER  WORKS 

JAMES  V.  UFRANKIE 

NJ 

571 

57 

670 

3/26/27 

PA 

BS,  Georgetown  '64 

Operations 

44 

8 

|tl.| 

AMERITECH 

WILLIAM  LEE  WEISS 

IL 

10700 

1300 

16400 

5/21/29 

PA 

BS.Penn  State '51 

Technical 

8 

8 

11  Mi 

AMERITRUST 

CRAIG  R.  SMITH 

OH 

1300 

-96 

1100 

5/30/25 

OH 

BS,  Case  Tech  '46 

Soles/Mgml 

1 

1 

t 

AMETEK 

WALTER  E.  BLANKLEY 

PA 

661 

37 

538 

9/23/35 

PA 

BSME,  Princeton  '57 

Sales/Tech 

31 

1 

lU^llUT 

mm 

AMGEN 

GORDON  M.  BINDER 

CA 

381 

34 

6700 

9/4/35 

MO 

BS,  Purdue '57 

MBA,  Horvord  '62 

Finance 

9 

3 

Um 

AMOCO 

H.  LAURANCE  FULLER 

IL 

28000 

1900 

26300 

11/8/38 

IL 

BS,  Cornell  '61 

JD,  DePoul  '65 

Tech/Legal 

30 

1 

IIUTTDI 

AMP 

HAROLD  A.  MclNNES 

PA 

3000 

287 

5700 

9/17/27 

n 

BS,  MIT '49 

Production 

26 

2 

AMR 

ROBERT  L.  CRANDALL 

TK 

11700 

-40 

4000 

12/6/35 

Rl 

BS,U,ofR,l,'57 

MBA,  Whodon  '60 

Mktg/Finonce 

18 

7 

AMSCO  INTERNATIONAL 

DAVID  A.  NELSON 

PA 

336 

17 

475 

5/19/47 

IL 

BS,  No.  Illinois  '69 

MBA,  No.  Illinois  '72 

Marketing 

4 

4 

AMSOUTH  BANCORPORATION 

JOHN  W.  WOODS 

AL 

896 

77 

752 

8/18/31 

IL 

BA,U.ol  the  South '54 

Banking 

22 

20 

ANADARKO  PETROLEUM 

ROBERT  J.  ALLISON  JR. 

TX 

388 

55 

1600 

1/29/39 

IL 

BS,U.ofKan.'60 

Technical 

18 

5 

ANHEUSER-BUSCH 

AUGUST  A.  BUSCH  III 

MO 

10700 

842 

15400 

6/16/37 

MO 

U.  of  Ariz. 

Siebel  Tech  '61 

Operations 

34 

12 

ANTHEM  ELECTRONICS 

ROBERT  SAMUEL  THROOP  CA 

408 

23 

403 

8/14/37 

PA 

Marketing 

19 

19 

AON 

PATRICK  G.  RYAN 

IL 

2600 

239 

2400 

5/15/37 

Wl 

BS,  Northwestern  '59 

Mktg/Soles 

9 

9 

MM 

APACHE 

RAYMOND  PLANK 

CO 

261 

40 

817 

5/29/22 

MN 

BA,  Yale  '44 

Oil  &  gas 

37 

13 

■! 

APPLE  COMPUTER 

JOHN  SCULLEY 

CA 

5600 

475 

6300 

4/6/39 

NY 

BA,  Brown  '61 

MBA  Whorton  '63 

Mktg/Adm 

8 

8 

lUWil! 

i,n 
rM 
m 

m~ 
nm 

EXECUTIVE  TO  WATCH 

►  Big  shift  for  this  prototypical  startup,  which  has  struck  a  broad  alliance  with  archrival  IBM. 
The  two  hope  to  yoke  knowhow  and  research  to  develop  a  new  computer  standard  for  the 
1 990s.  Still,  this  after-hours  architect  can't  rest  easy.  His  lower-price  Macintosh  Classic  has  be 
a  smash,  helping  boost  market  shore  this  year.  But  the  new  pricing  strategy  compresses 
margins— and  overoll  earnings.  Bright  spot:  Soles  of  new  notebook  computers  look  strong. 

APPLIED  MATERIALS 

JAMES  C.  MORGAN 

CA 

567 

34 

498 

8/27/38 

IL 

BS,  Cornell  '62 

MBA,  Cornell  '63 

Tech/Finance 

15 

15 

am 

AK(.ntK  UANItL^  MIULANU 

DWAYNE  0.  ANDREAS 

11 

7800 

484 

8000 

3/4/18 

MN 

Wheoton 

Finance/Ops 

25 

21 

IHtUITU 

AKV.U  (.ntmllAl 

AUN  R.  HIRSIG 

PA 

2800 

308 

3500 

9/30/39 

Wl 

BS,  III.  Tech '61 

Technical 

30 

1 

iHIUCtlC 

ADrAUAiiT  roniiD 
AKbUNAUl  uKUUr 

CHARLES  EMIL  RINSCH 

CA 

611 

90 

667 

6/28/32 

IN 

BS,  Indiana  '53 

MS,  Butler  '59; 
MBA,  Stanford  '60 

Finance 

26 

4 

'1  iniiAr 

ARKLA 

THOMAS  F.  McLARTY  III 

LA 

2400 

106 

2000 

6/14/46 

AR 

BS,U.ofArk.'69 

Transport 

8 

7 

MM( 

ARKLA  EXPLORATION 

CARLS.  QUINN 

LA 

160 

7 

425 

3/2/31 

MO 

BS,U,ofMo.'53 

Finance 

3 

2 

ARMCO 

ROBERT  L.  PURDUM 

NJ 

1700 

-55 

420 

6/15/35 

OH 

BS,  Purdue  '56 

Technical 

29 

1 

r~ 

ARMSTRONG  WORLD  INDUSTRIES 

WILLIAM  WHITE  ADAMS 

PA 

2500 

143 

1200 

5/14/34 

lA 

BS,  Iowa  State '56 

Markeiing 

35 

4 

ARNOLD  INDUSTRIES 

EDWARD  H.  ARNOLD 

PA 

159 

21 

398 

8/11/39 

PA 

BA,  Notre  Dome  '61 

Ops/Finance 

28 

17 

ARVIN  INDUSTRIES 

JAMES  K.  BAKER 

IN 

1700 

33 

449 

12/21/31 

IN 

AB,  OePouw'53 

MBA  Harvard  '58 

Marketing 

36 

10 

ipill 

ASARCO 

RICHARD  De  J.  OSBORNE  NY 

2200 

149 

1100 

3/19/34 

NY 

AB,  Princeton  '56 

finance 

17 

6 

m 

ACUI  AUn  All 
A^MLAnU  UIL 

JOHN  RICHARD  HALL 

KY 

8600 

182 

1800 

11/30/32 

TX 

BS,  Vanderbilt  '55 

Production 

34 

10 

ACCn^lAT£r\  /*multAliUi^ATiAUC 

JACK  NEVILLE  BERKMAN 

PA 

36 

11 

644 

2/12/05 

Engloii(i 

AB,  U.  of  Mich  '26 

JD,  Harvard  '29 

Communs 

13 

13 

Wlli 

ACT  DECCADru 

Abl  KtbtAK\.n 

SAFI  U.  OURESHEY 

CA 

534 

35 

838 

2/15/51 

Pokistan 

BS,  U,  ol  Korochi  '70; 
BS,  U.  of  Tex  '75 

Technical 

11 

11 

illK  (inu 

WW 

ATLANTA  GAS  LIGHT 

DAVID  R.  JONES 

GA 

1000 

46 

812 

5/22/37 

GA 

BS,  Go  Tech '59 

Technical 

31 

4 

ATLANTIC  ENERGY 

E.  DOUGLAS  HUGGARD 

NJ 

717 

80 

880 

11/22/33 

DE 

BS,  U.  of  Del. '55 

MS,  U.  of  Del.  '61 

Tech/Prodn 

36 

6 

ilifiiiip 

ATLANTIC  RICHFIELD 

LODWRICK  MONROE  COOK  (A 

18000 

1700 

18800 

6/17/28 

LA 

BS  '50/BS  '55,  Lo.  Slate 

MBA,  SMU  '65 

Mklg/Prodn 

35 

6 

AUTODESK 

ALVAR  JAMES  GREEN 

a 

238 

57 

1200 

4/5/46 

England 

BBA,  Eostecn  Mich  '74 

Finance 

7 

5 

;  '■  til 

AUTOMATIC  DATA  PROCESSING 

JOSH  S.  WESTON 

NJ 

1700 

212 

4900 

12/22/28 

NY 

BS,CCNY'50 

MS,  U.  New  Zealand '51 

Finance/Ops 

21 

9 

AUTOZONE 

JOSEPH  R.  HYDE  III 

IN 

672 

23 

1400 

12/27/42 

TN 

BS,  U.  ofN.C,'65 

Distribution 

12 

12 

AVERY  DENNISON 

CHARLES  D.  MILLER 

CA 

2600 

6 

1500 

3/1/28 

0 

BA,  Johns  Hopkins  '49 

Mktg/Piodn 

27 

14 

AVNH 

LEON  MACHIZ 

NY 

1800 

56 

918 

6/23/24 

NY 

Cooper  Union 

Marketing 

23 

3 

AVON  PRODUaS 

JAMES  EDWARD  PRESTON  NY 

3500 

195 

2600 

4/30/33 

OH 

BS,  Northwestern  '55 

Marketing 

27 

3 
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HDQ.    SAIES  PROFIIS  MKT  VAl  — '-i^ —  PAYS 


CEO 

LOG 

SMIL 

S  MIL 

S  Mil 

BORN 

PLACE 

COLLEGE  EDUCATION 

GRADUAIE  SIUDV 

CAREER  PATH  COMPANV 

CEO 

IHOUS 

R  HUGHES 

JAMES  D.  WOODS 

n 

2600 

142 

3700 

7/24/31 

KY 

BA,  Col/Fullerton  '67 

(al/Fulletton 

Finance 

36 

5 

1253 

DELMONT  A.  DAVIS 

IN 

1400 

50 

769 

6/11/35 

CO 

BS,U.of(olo.'59 

U.  of  Colo.,  So.  Miss 

Production 

23 

0 

462 

D  MEDICAL  PRODUaS 

DALE  H.  BALLARD 

UT 

29 

6 

390 

12/12/22 

UT 

BS,U.ofUtoh'51 

Marketing 

13 

13 

174 

ORE  GAS  &  ELEGRIC 

GEORGE  V.  McGOWAN 

MD 

2200 

175 

2600 

1/30/28 

MD 

BS,U.ofM(l.'51 

Technical 

41 

4 

474 

NE 

JOHN  BONNET  McCOY 

OH 

3500 

423 

7300 

6/11/43 

OH 

BA,  Williams '65 

MBA,  Stanford  '67 

Banking 

21 

7 

1248 

)P  HAWAII 

H.  HOWARD  STEPHENSON 

HI 

954 

96 

1200 

7/15/29 

KS 

BA.U.olMich.  '50 

JO,  Missouri/K.  City  '58 

Finance 

32 

3 

1101 

1 

MARTIN  G.  CARVER 

lA 

586 

79 

1400 

5/10/48 

lA 

BA,  U.  of  lowo  '70 

MBA  Inifiona  '72 

Finance 

12 

10 

348 

F  BOSTON 

IRA  STEPANIAN 

MA 

5700 

-438 

817 

11/14/36 

MA 

BA,  Tufts  '58 

MBA,  Boston  Coll.  '71 

Banking 

28 

5 

650 

F  NEW  YORK 

J.  CARTER  BACOT 

NY 

5300 

308 

2200 

2/7/33 

NY 

AB,  Hamilton '55 

LLB,  Cornell  '58 

Legal/Bonk 

32 

10 

875 

AERICA 

RICHARD  MORRIS  ROSENBERG 

CA 

12300 

877 

9400 

4/21/30 

MA 

BS,SuHoll<'52 

Banking 

4 

1 

1600 

S  TRUST  NEW  YORK 

CHARLES  STEADMAN  SANFORD  JR.  NY 

7900 

665 

4800 

10/8/36 

GA 

BA,  U.  of  Go. '58 

MBA,  Whorton  '60 

Banking/Fin 

30 

4 

1500 

ICE 

RICHARD  L.  CARRION 

PR 

637 

63 

517 

11/26/52 

PR 

BS,  Whorton'75 

MA  MIT '76 

Finance 

15 

3 

323 

:.R.) 

GEORGE  T.  MALONEY 

NJ 

785 

40 

1400 

8/28/32 

PA 

BS,  Siena  '54 

Soles/Mklg 

33 

3 

459 

T  BANKS 

CHARLES  EDWARD  RICE 

PL 

3300 

67 

2200 

8/4/35 

TN 

BA,    of  Miami '58 

MBA,  Rollins '64 

Finonce/Bonk 

26 

12 

925 

J.  LANDIS  MARTIN 

n 

599 

20 

501 

11/5/45 

NE 

BS,  Norttiweslern  '68 

JO,  Northwestern  '73 

Legal 

4 

4 

375 

MOUNTAIN  GOLD 

KARL  E.  ELERS 

n 

143 

16 

527 

9/26/38 

IL 

BS,U,ofAriz.'61 

Production 

4 

1 

447 

&LOMB 

DANIEL  E.  GILL 

NY 

1400 

131 

2900 

6/24/36 

IL 

BS,  Norttiwestern  '58 

Finance 

13 

10 

1340 

INTERNATIONAL 

VERNON  R.  LOUCKS  JR. 

IL 

8100 

40 

10000 

10/24/34 

IL 

BA,  Yale  '57 

MBA,  Harvard  '63 

Administration 

26 

11 

1749 

EXECUTIVE  TO  WATCH 

►  Has  put  the  world's  biggest  hospital  supplier  through  several  restructurings— and  it's  paying 
off  in  healthy  profits.  But  scandal  overshadows  his  success.  The  feds  are  investigating  whether 
the  company  doled  out  kickbacks  to  doctors  in  order  to  steer  more  medicare  dollars  to  its 
home  health  core  unit.  Another  probe  is  trying  to  determine  whether  the  company  flouted  an 
antiboycott  law  in  order  to  get  its  name  removed  from  on  Arab  League  blacklist. 


NANCIAL 

JOHN  A.  ALLISON  IV 

NC 

561 

54 

521 

8/14/48 

NC 

BS,  U,  of  N.C,  '71 

MBA,  Duke  '73 

Banking 

21 

2 

491 

EARNS 

ALAN  C.  GREENBERG 

NY 

2400 

119 

1500 

9/3/27 

KS 

BA,  U.  of  Mo, '49 

Finance 

42 

13 

5299 

N  INSTRUMENTS 

LOUIS  THOMAS  ROSSO 

CA 

815 

36 

550 

8/13/33 

CA 

AB,  Son  Fran.  Stote  '55 

MBA,  Sonto  Clara  '67 

Teeh/Mktg 

33 

3 

431 

,  DICKINSON 

RAYMOND  V.  GILMARTIN 

NJ 

2000 

182 

2600 

3/6/41 

DC 

BS,  Union '63 

MBA,  Harvard '68 

Administration 

15 

3 

729 

ANTIC 

RAYMOND  W.  SMITH 

PA 

12300 

1300 

19600 

9/24/37 

PA 

BS,  Carnegie-Mellon  '59 

MBA,  U  of  Pittsburgh '60 

Finance 

32 

3 

1284 

JTH 

JOHN  L  CLENDENIN 

GA 

14300 

1600 

23600 

5/8/34 

TX 

BA,  Northwestern  '55 

Technical 

36 

8 

1373 

.H.) 

ROBERT  WILLIAM  DECHERD 

TX 

439 

30 

582 

4/9/51 

TX 

AB,  Harvard  '73 

Administration 

18 

5 

989 

JOHN  H.  ROE 

MN 

1100 

51 

889 

12/21/39 

MN 

BA,  Willioms  '62 

MBA,  Harvard  '64 

Marketing 

27 

1 

515 

lAL 

FINN  M.  W.  CASPERSEN 

DE 

1800 

130 

1600 

10/27/41 

NY 

BA,  Brown  '63 

LLB,  Harvard '66 

Legal 

19 

15 

1301 

BRUNSWIG 

ROBERT  E.  MARTINI  JR. 

CA 

4400 

63 

890 

1/29/32 

NJ 

BS,  Ohio  Stote '54 

Distribution 

35 

1 

834 

r(W.R.) 

WILLIAM  ROBERT  BERKLEY 

a 

538 

36 

473 

10/31/45 

NJ 

BA,  NYU  '66 

MBA,  Harvard  '68 

Finonce/lns 

24 

24 

849 

IRE  HATHAWAY 

WARREN  EDWARD  BUFFETT 

NE 

2700 

394 

10100 

8/30/30 

NE 

BS,  U.  of  Neb. '50 

MS,  Columbia  '51 

Finance 

26 

26 

100 

EM  STEEL 

WALTER  FRED  WILLIAMS 

PA 

4900 

-463 

1400 

2/7/29 

PA 

BS,  U.  olDel.'SI 

Production 

40 

6 

679 

BORATORIES 

JOHN  F.  McCAUGHAN 

PA 

597 

65 

1700 

6/24/35 

Canada 

AB,  Sit  Geo.  Williams '57 

Administration 

31 

10 

567 

<  ENTERPRISES 

DAVID  RUSSELL  BANKS 

AR 

2100 

13 

686 

2/15/37 

Wl 

BS,  U.  of  Ark. '59 

Finance 

22 

2 

559 

MMUNICATIONS 

HERBERT  J.  SIEGEL 

NY 

278 

481 

1600 

5/7/28 

PA 

BA,  Lehigh  '50 

Entrepreneur 

14 

14 

NA 

JAMES  LOUIS  VINCENT 

MA 

50 

8 

903 

12/15/39 

PA 

BS,  Duke '61 

MBA,  Wharton  '63 

Mktg/Mgmt 

6 

6 

704 

DANE  AUN  MILLER 

IN 

210 

39 

1900 

2/7/46 

OH 

BS,  GMI  '69 

PhD,  U.  of  Cincinnati '74 

Technical 

14 

14 

308 

i  DECKER 

NOLAN  D.  ARCHIBALD 

MO 

4800 

51 

1100 

6/22/43 

UT 

BS,  Weber  State  '68 

MBA,  Harvard  '70 

Marketing 

6 

6 

1392 

MURRAY  K.  McCOMAS 

PA 

478 

38 

420 

12/3/36 

PA 

BS,  Wharton  '58 

Marketing 

29 

4 

389 

H&R) 

HENRY  W.  BLOCH 

MO 

1200 

140 

3200 

7/30/22 

MO 

BS,U.ofMich.'44 

Management 

45 

37 

790 

)RUG 

LEONARD  N.  BLOCK 

NJ 

513 

53 

963 

12/21/11 

NY 

BS,  U,  of  Pa.  '33 

Mktg/Finonce 

58 

28 

396 

USTER  ENTERTAINMENT 

H.  WAYNE  HUlZENGA 

FL 

633 

69 

1800 

12/29/37 

IL 

Calvin 

Entrepreneur 

4 

4 

398 

FTWARE 

MAX  P.  WATSON  JR. 

TX 

130 

26 

1200 

11/21/45 

LA 

BBA,  La.  Tech  '68 

U.  of  III. 

Soles/Mktg 

6 

1 

707 

N'S  BANCSHARES 

ANDREW  B.  CRAIG  III 

MO 

1500 

135 

1700 

3/20/31 

NY 

BA,U.  of  Buffalo '55 

Finance 

7 

4 

984 

m  FARMS 

DANIEL  E.  EVANS 

OH 

501 

34 

590 

8/24/36 

OH 

Ohio  Wesleyon,  Ohio  St. 

Operations 

36 

20 

410 

FRANK  SHRONTZ 

WA 

27600 

1400 

17100 

12/14/31 

ID 

LLB,  U. of  Idaho '54 

MBA  Harvard  '58 

Soles/Mgml 

33 

5 

1095 

ASCADE 

JOHN  B.  FERY 

ID 

4200 

75 

1000 

2/16/30 

WA 

BA,U.ofWash.'53 

MBA,  Stanford  '55 

Prodn/Adm 

35 

19 

694 

i 

ANTHONY  S.  D'AMATO 

NY 

7600 

364 

5300 

6/22/30 

NY 

BS,  Brooklyn  Poly, '52 

Northwestern 

Technical 

32 

0 

834 

tD  INTERNATIONAL 

PHILIPPE  KAHN 

CA 

227 

27 

822 

3/16/52 

France 

U.  of  Zurich 

MS,  U.  of  Nice  '78 

Technical 

8 

8 

1630 

EDISON 

BERNARD  W.  REZNICEK 

MA 

1300 

80 

834 

12/7/36 

NE 

BS,  Creighton  '58 

MBA  U.  of  Neb.  '79 

finonce 

4 

1 

493 

R 

ANTHONY  P.  GAMMIE 

n 

1400 

87 

979 

12/17/34 

England 

Production 

36 

9 

625 

VIGOR  J.  BARNHART 

IL 

384 

11 

443 

11/30/42 

PA 

BS,  Johns  Hopkins '71 

U.  of  Pittsburgh 

Technical 

1 

1 

NA 

&  STRAHON 

FREDERICK  PRESCOH  STRATON  JR.  Wl 

1000 

35 

548 

3/25/39 

Wl 

BS,  Yale  '61 

MBA,  Stanford  '63 

Finonce 

18 

14 

483 

R  INTERNATIONAL 

NORMAN  BRINKER 

TX 

347 

18 

778 

6/2/31 

CO 

BS,  Son  Diego  State '57 

Marketing 

8 

8 

733 

PORATE  ELITE 
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1 

HOQ 

SAIES 

PROFITS  MKT  VAL 

TENURE  , 

COMPANY 

CEO 

LOC 

S  MIL 

SMIL 

SMIL 

BORN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO  IE 

BRISTOL-MYERS  SQUIBB 

RICHARD  L.  GELB 

NY 

10300 

1700 

45400 

6/8/24 

NY 

BA,  Ifale  '48 

MBA  Harvord  '50 

Mktg/Finonce 

41 

20  ; 

BROAD 

ELI  BROAD 

CA 

818 

33 

411 

6/6/33 

NY 

BA,  Mich.  Stale  '54 

Building 

34 

34 

BROOKLYN  UNION  GAS 

ROBERT  CAIELL 

NY 

994 

56 

.781 

2/1/37 

NY 

85,  CCNY'58 

MS,  CCNY'64 

Technical 

33 

0 

BROWN  GROUP 

B.  A.  BRIDGEWATER  JR. 

MO 

1800 

32 

479 

3/13/34 

OK 

fICllllllllllCI  JJ 

MR  II  ninkin  ''iR 

LLD,  U.  Ul  UKIU,  JO, 

MBA,  Horvord  '64 

Administration 

12 

9 

BROWN-fORMAN 

V/.  L.  LYONS  BROWN  JR 

KY 

1100 

145 

2100 

8/22/36 

KY 

BAU.ofVa'58 

BS,  American  GSIM  '60 

Morketing 

31 

16 

BROWNING-FERRIS  INDUSTRIES 

WILLIAM  DOYLE  RUCKELSHAUS  TX 

3000 

257 

3900 

7/24/32 

IN 

BA  Princeton  '57 

LLB,  Harvord  '60 

Legol/Govt 

3 

3 

EXECUTIVE  TO  WATCH 

ix*ii 

►  Mr.  Clean  of  the  waste  business  is  still  having  a  tough  time  of  it.  Has  seen  profits  at  the 
garbage  hauler  tumble  into  the  dumpster.  His  president  quit,  and  former  Chairman  Harry  J. 
Phillips  is  back  to  help  clean  up  the  mess.  His  CFO  and  general  counsel  abruptly  resigned  afti 
they  sold  half  their  company  stock  holdings  just  before  the  company  released  news  that 
earnings  would  tumble.  Was  chief  of  the  Environmental  Protection  Agency. 

I'.i.ii 
i;< 

IJSW 

!__- 

(Willi 

BRUNO'S 

RONALD  GREGORY  BRUNO  AL 

2400 

60 

1300 

12/24/51 

AL 

BS,U.ofAla.73 

Morketing 

18 

1 

''i  

BRUNSWICK 

JACK  FRANK  REICHERT 

IL 

2500 

71 

1200 

9/27/30 

Wl 

BA  Wis  /Milwaukee '57 

Marketing 

34 

9 

m 

BURLINGTON  NORTHERN 

GERALD  GRINSTEIN 

TX 

4700 

222 

2700 

6/26/32 

WA 

BA  Yale  '54 

LIB,  Horvord  '57 

Legal 

4 

3  ■ 

BURLINGTON  RESOURCES 

THOMAS  HOWARD  O'LEARY  WA 

1900 

208 

5600 

3/19/34 

NY 

BA  Holy  Cross '54 

MBA  Whorlon '61 

Finance 

9 

3 

C&S/SOVRAN 

BENNETT  A.  BROWN 

GA 

5300 

229 

4000 

6/1/29 

SC 

BS,  Presbyterian  '50 

finance 

36 

12 

m 

CABLETRON  SYSTEMS 

STUART  ROBERT  LEVINE 

NH 

181 

36 

1300 

1/29/58 

MA 

BS,  U.  of  Miami '80 

Marketing 

9 

9 

I 

CABLEVISION  SYSTEMS 

CHARLES  F.  DOLAN 

NY 

563 

-271 

544 

10/16/26 

OH 

John  Carroll 

Entrepreneur 

18 

6 

CABOT 

SAMUEL  W.  BODMAN 

MA 

1482 

40 

557 

11/26/38 

IL 

BS,  Cornell  61 

PhD,  MIT '64 

Tech/finance 

5 

4 

CADENCE  DESIGN  SYSTEMS 

JOSEPH  BALL  COSTELLO 

CA 

231 

38 

599 

12/6/53 

n 

BS,  Harvey  Mudd '74 

MS,  Vale  '75 

Technicol 

7 

3 

CAESARS  WORLD 

HENRY  GLUCK 

CA 

870 

37 

686 

5/11/28 

Germany  BS,  Whorlon  '50 

Monogement 

9 

9 

CALGON  CARBON 

THOMAS  ARTHUR  McCONOMY  PA 

285 

40 

956 

7/26/33 

PA 

BS,  Cornegie-Mellon  '55 

Carnegie-Mellon 

Tech/Mktg 

36 

6 

m. 

CALIFORNIA  ENERGY 

DAVID  SOKOL 

NE 

95 

12 

462 

9/8/56 

NE 

BS,U.ofNeb,'78 

U.  of  Neb. 

Tech/Mgmt 

1 

1 

CALMAT 

A.  FREDERICK  GERSTELL 

CA 

422 

30 

505 

2/6/38 

NY 

AB,  Princeton  '60 

Marketing 

16 

4 

CAMPBELL  SOUP 

DAVID  WILLIS  JOHNSON 

NJ 

6204 

401 

10700 

8/7/32 

Australia 

BS,  U,  of  Sydney  '54 

MBA  U.  of  Chicago  '58 

Marketing 

2 

2  I 

CAPITAL  CITIES/ABC 

DANIEL  B.  BURKE 

NY 

5400 

478 

7300 

2/4/29 

NY 

BA,  U.  ofVt.'SO 

MBA  Harvard  '55 

Commons 

30 

1 



CAPITAL  HOLDING 

IRVING  WIDMAR  BAILEY  II  KY 

2600 

166 

2200 

6/8/41 

MA 

BAU.ofColo  '63 

MBA  NYU  '68 

Finonce 

11 

3 

CARDINAL  DISTRIBUTION 

ROBERT  D.  WALTER 

OH 

1200 

17 

669 

7/T3/45 

OH 

BSME,  OhioU,  '67 

MBA  Harvord  '70 

Administration 

20 

20 

Uliiflf 

CARNIVAL  CRUISE  LINES 

MICKY  ARISON 

FL 

1400 

206 

3000 

6/29/49 

Israel 

U  of  Miami 

Marketing 

17 

12 

umi 

CAROLINA  POWER  &  LIGHT 

SHERWOOD  H.SMITH  JR.  NC 

2600 

280 

3800 

9/1/34 

FL 

AB,U,ofN.C.'56 

JD,U.ofN  C.'60 

Legal 

26 

12 

I 

CARPENTER  TECHNOLOGY 

PAUL  R.  ROEDEL 

PA 

584 

45 

423 

6/15/27 

NJ 

BS,  Rider  '48 

Finance 

43 

II 

CARTER-WALLACE 

HENRY  H.  HOYTJR. 

NY 

635 

52 

1300 

8/10/27 

NJ 

AB,  Princeton  '49 

Marketing 

41 

17 

mil 

CATELLUS  DEVELOPMENT 

VERNON  BERNARD  SCHWARTZ  W 

149 

21 

567 

5/20/50 

S.  AfticQ 

6C,  Witwotersrond  '72 

MBA,  Mtwotersrond  '74 

Finonce 

2 

2 

\ 

CATERPILLAR 

DONALD  V.  FITES 

11 

11400 

210 

4800 

1/20/34 

IN 

BS,Valporaiso  '56 

MS,  MIT  71 

Morketing 

35 

1 

CJ 

CBI  INDUSTRIES 

JOHN  E.JONES 

IL 

1600 

55 

1300 

6/24/34 

MO 

BS,  Corleton  '56 

Chicago,  Northwestern 

Finance 

12 

2 

CBS 

LAURENCE  ALAN  TISCH 

NY 

3300 

92 

2100 

3/15/23 

NY 

BS,  NVU  '42 

MAU  ofPo,  '43 

Entrepreneur 

5 

5 

EXECUTIVE  TO  WATCH 

►  Having  a  bad  year  at  the  Tiffany  network.  Spent  more  than  $2  billion  for  TV  contracts  wiH 
the  National  Football  League  and  Major  League  Boseball.  Cliff-hanger  World  Series  was  a 
ratings  bonanza,  and  the  net  is  now  No.  1  in  prime  time.  But  return  on  investment  has  been 
down,  because  of  an  ad  recession  and  a  sports-programming  glut.  Took  big  write-offs  (in  all 
$604  million  pretax)  to  cover  future  losses.  Election  coverage  and  Olympics  may  help  in  '9 

■'m 

CENTEL 

JOHN  P.  FRAZEEJR. 

IL 

1100 

47 

2500 

9/14/44 

VA 

BA.  Rondolpfi-Mocon  '66 

Operations 

20 

4 

CENTERIOR  ENERGY 

RICHARD  A.  MILLER 

OH 

2400 

326 

2400 

2/9/27 

OH 

B6A  Western  Reserve  '50 

LLB,  Harvard  '53 

Finance 

31 

3 

CENTEX 

LAURENCE  E.  HIRSCH 

TX 

2200 

44 

533 

12/19/45 

NY 

BS,  Whorton  '68 

JD,Villanovo'71 

Legcl 

7 

3 

CENTOCOR 

JAMES  E.  WAVLE  JR. 

PA 

65 

-132 

1200 

7/19/42 

NY 

BA,Adelphi'64 

JD,  Georgetown  '67, 
LLM,  NYU  '68 

Legol 

4 

1 

CENTRAL  &  SOUTH  WEST 

E.  RICHARD  (DICK)  BROOKS  TX 

2700 

386 

4500 

7/30/37 

TX 

BS,  Tex.  Tech. '61 

Technicol 

30 

2 

Siiic 

CENTRAL  BANCSHARES 
OF  THE  SOUTH 

DAVID  PAUL  JONES  JR. 

AL 

5T3 

49 

534 

9/26/42 

AL 

BS,U.ofAlo.'64 

JD,  U,  of  Ala '67, 
LLM,  NYU  '68 

Fin/Legal 

13 

0 

CENTRAL  FIDELITY  BANKS 

CARROLL  I.  SAINE 

VA 

605 

56 

653 

9/14/34 

NC 

BA,  Lenoir-Rhyne  '54 

MS,  U.  of  Richmond '65 

Finance 

34 

16 

CENTRAL  HUDSON  GAS  &  ELEGRIC 

JOHN  E.  MACK  III 

NY 

504 

41 

421 

2/20/34 

NY 

BS,  Siena '56 

MBA,  Sieno  '66 

Finance/Ops 

33 

CENTRAL  LOUISIANA  ELECTRIC 

SCOTT  0.  BRAME 

U 

334 

43 

480 

6/12/28 

LA 

BS  Lo,  Stole  '49 

Finance 

42 

3 

CENTRAL  MAINE  POWER 

MAHHEW  HUNTER 

ME 

766 

49 

560 

4/12/33 

Rl 

U  of  Me- 

Personnel 

39 

1 

CENTRAL  NEWSPAPERS 

FRANK  E.  RUSSELL 

IN 

432 

28 

477 

12/6/20 

IN 

AB,  Evonsville  '42 

JD,  Indiono  '51 

Finance/Legal 

32 

13 

CENTURY  COMMUNICATIONS 

LEONARD  TOW 

a 

277 

-80 

540 

5/30/28 

NY 

AB,  Brooklyn  '50 

MA  '52/PhD  '60,  Columbio  finance 

18 

18  : 

CENTURY  TELEPHONE  ENTERPRISES 

CLARKE  M.  WILLIAMS  SR.  LA 

249 

31 

828 

2/6/22 

LA 

BBA,  Northeast  Lo.  '42 

Management 

23 

0 
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HDQ 
LOC 

SAIES 
SMIL 

TENURE 

PAYS 

CEO 

SMIL 

SMIl 

BORN 

PUCE 

COLLEGE  EDUCJIION 

CRAOUAIE  STUDY 

CAREER  PATH  COMPANY 

(EO 

IHOUS 

RONALD  E.  CAPE 

a 

23 

-62 

510 

10/11/32 

Canada 

BA,  Princeton  '53 

MBA,  Harvard  '55; 
PhD,  McGill'67 

Research 

20 

0 

379 

ERS  DEVELOPMENT 

JOHN  G.  RANGOSSR. 

n 

258 

34 

1600 

7/27/29 

OH 

Houston  Business 

Entrepreneur 

31 

21 

1548 

ON  INTERNATIONAL 

ANDREW  C.  SIGLER 

a 

5100 

223 

2400 

9/25/31 

NY 

AB,  Dartmouth  '53 

MBA,  Amos  Tuck  '56 

Marketing 

34 

17 

1240 

NG  SHOPPES 

DAVID  V.  WACHS 

w 

886 

40 

1000 

4/26/26 

PA 

BS,  Whorton  '48 

Morketing 

41 

4 

450 

/lANHAHAN 

THOMAS  G.  LABRECOUE 

NY 

13700 

-334 

2700 

9/17/38 

NJ 

BA,  Villonovo  '60 

American,  NYU 

finance 

27 

1 

680 

AL  BANKING 

WALTER  V.  SHIPLEY 

NY 

8000 

291 

2400 

11/2/35 

NJ 

BS,  NYU  '61 

Bonking 

35 

8 

738 

AL  WASTE  MANAGEMENT 

JERRY  E.  DEMPSEY 

11 

1100 

176 

3700 

10/1/32 

SC 

BS,  Clemson  '54 

MBA,  Go.  State  '67 

Tech/Mkgt 

7 

5 

659 

EAKE 

JOSEPH  CARTER  FOX 

VA 

841 

17 

409 

9/8/39 

VA 

BS,  Washington  &  Lee  '61 

MBA,  U.  ofVa.'63 

Fin/Planning 

32 

11 

458 

N 

KENNETH  TINDALL  DERR 

CA 

38600 

2200 

25200 

8/4/36 

PA 

BS,  Cornell  '59 

MBA,  Cornell  '60 

Monagement 

31 

3 

1102 

»  BRANDS  INTERNATIONAL 

CARL  HENRY  LINDNER 

OH 

4300 

94 

2200 

4/22/19 

OH 

Finance 

15 

15 

400 

EDWARD  E.  PENHOET 

a 

52 

4 

1100 

12/11/40 

CA 

AB,  Stanford  '63 

PhD,  U.  ofWosh.'68 

Research 

10 

10 

336 

RAFT  INDUSTRIES 

HERBERT  J.  SIEGEL 

NY 

298 

292 

676 

5/7/28 

PA 

BA,  Lehigh  '50 

Entrepreneur 

31 

31 

8353 

ER 

LEE  A.  lACOCCA 

Ml 

29800 

68 

2800 

10/15/24 

PA 

BS,  Lehigh  '45 

MSE,  Princeton  '46 

Mktg/Soles 

13 

12 

918 

DEAN  RAYMOND  O'HARE 

NJ 

4300 

522 

5700 

6/21/42 

NJ 

BS,  NYU  '63 

MBA,  Pace  '68 

Finance 

28 

3 

1159 

&  DWIGHT 

DWIGHT  C.  MINTON 

NJ 

429 

23 

613 

12/17/34 

NY 

BA,  Yale  '59 

MBA,  Stanford  '61 

Mktg/Finonce 

30 

23 

699 

WILSON  H.  TAYLOR 

PA 

18200 

318 

3000 

11/17/43 

0 

BS,  Trinity '64 

Finance 

27 

3 

1283 

ROBERT  0.  VIETS 

11 

537 

41 

425 

12/8/43 

KS 

BA,  Vtfoshburn  '65 

JD,Wosh.U.  (Mo.) '69 

Finance 

19 

4 

318 

(ATI  BELL 

DWIGHT  H.  HIBBARD 

OH 

1000 

91 

1100 

7/27/23 

MA 

BA  Amherst  '47; 
BSEE,  MIT '49 

Technical 

27 

7 

764 

lATI  FINANCIAL 

ROBERT  B.  MORGAN 

OH 

1000 

129 

1900 

5/15/34 

KY 

AB,  Eastern  Ky.  '54 

Insuronce 

26 

0 

631 

lATI  GAS  &  ELEGRIC 

JACKSON  H.  RANDOLPH 

OH 

1400 

235 

1900 

11/17/30 

OH 

BBA,  U.ofCincinnoti'58 

MBA,  U.  of  Cincinnati '68 

Finance 

32 

5 

440 

RICHARD  THIRL  FARMER 

OH 

285 

27 

1100 

11/22/34 

KY 

BA,  Miami  U,  (Ohio)  '56 

Marketing 

34 

23 

311 

CLIFFORD  L.  GREENWALT 

IL 

601 

71 

863 

1/12/33 

NM 

BS,U.ofMo.'60 

MBA,  U.  of  III. '77 

Technical 

28 

2 

274 

CITY  STORES 

RICHARD  L.  SHARP 

VA 

2400 

57 

1000 

4/12/47 

DC 

U.  of  Vo,  Williams  Mary 

Technical 

9 

5 

656 

CIRCUS  ENTERPRISES 

WILLIAM  G.  BENNETT 

NV 

692 

76 

2100 

11/16/24 

AZ 

Phoenix  Coll. 

Mktg/Ops 

17 

17 

998 

irSTEMS 

JOHN  P.  MORGRIDGE 

a 

70 

14 

1300 

7/23/33 

IL 

BBA,  U.  of  Wis.  '55 

MBA,  Stonford  '57 

Soles/Mktg 

3 

3 

180 

P 

JOHN  SHEPARD  REED 

NY 

38400 

318 

5000 

2/7/39 

IL 

BA,  Wash.  &  Jefferson  '61; 
BS,'  MIT  '61 

MS,  MIT  '65 

Operations 

26 

7 

1201 

i  UTILITIES 

LEONARD  TOW 

n 

528 

106 

1500 

5/30/28 

NY 

AB,  Brooklyn '50 

MA  '52/PhD  '60,  Columbio 

FInance/Mgmt 

2 

1 

248 

nONAL 

BRAM  GOLDSMITH 

CA 

501 

44 

406 

2/22/23 

IL 

U.  of  III. 

Reol  estote 

16 

16 

1026 

QUIPMENT 

LEO  JOSEPH  McKERNAN 

IN 

1400 

50 

419 

2/17/38 

PA 

lono,  NYU,  Bridgeport 

Mktg/Prodn 

17 

5 

722 

4  HOMES 

JAMES  L.  CLAYTON 

TN 

260 

20 

532 

3/2/34 

TN 

BS,  U.  otTenn.'56 

JD,  U.  ofTenn.'64 

Morketing 

31 

31 

486 

CHARLES  R.  WEAVER 

a 

1500 

154 

2200 

9/16/28 

IN 

BS,  Purdue  '50 

U.  of  Pittsburgh 

Marketing 

38 

6 

870 

ERGY 

WILLIAM  T.  Mccormick  jr. 

Ml 

3000 

-482 

1700 

9/12/44 

DC 

BS,  Cornell  '66 

PhD,  MIT '69 

Government 

6 

6 

900 

ANCIAL 

EDWARD  J.  NOHA 

IL 

9900 

367 

5100 

8/25/27 

NY 

BBA,  Pace  '51 

Administration 

17 

17 

2109 

JAMES  ROBERT  PAUL 

TX 

9400 

226 

3300 

9/1/34 

KS 

BS,  Wichita  State '55 

Finance 

18 

2 

870 

}LA 

ROBERTO  C.  GOIZUETA 

GA 

10200 

1400 

43800 

11/18/31 

Cuba 

BS,  Yale '53 

Technical 

37 

11 

3142 

EXECUTIVE  TO  WATCH 

►  His  Coke  is  still  top  of  the  heap.  Pouring  lots  of  greenbacks  into  overseas  business,  which 
now  makes  up  80%  of  operating  profits.  With  rival  Pepsi  already  in  the  Soviet  Union,  he  has 
struck  a  joint-venture  deal  with  the  independent-minded  Ukrainians.  Also  covets  potential 
Coke  drinkers  in  Eastern  Europe,  where  the  company  has  opened  several  bottling  plants.  Is 
exploring  opportunities  in  India.  This  internationalist  is  a  fierce  Atlanta  booster,  too. 


)IA  ENTERPRISES 

BRIAN  G.  DYSON 

GA 

4000 

93 

1700 

9/7/35 

Argentina 

BA,Cieneas  Economicos  '59 

finance/Ops 

5 

5 

991 

E-PALMOLIVE 

REUBEN  MARK 

NY 

5700 

321 

5500 

1/21/39 

NJ 

AB,  Middlebury  '60 

MBA,  Horvord  '63 

Morketing 

28 

7 

1554 

AL 

STEPHEN  GARNER  HALL 

SC 

306 

33 

451 

10/5/46 

MS 

BS,  Citodel'68 

MBA,  U.  of  Utah '71 

Finance 

18 

1 

388 

)IA  GAS  SYSTEM 

JOHN  H.  CROOM 

DE 

2400 

105 

908 

12/12/32 

NC 

BS.N.C.  Stole '54 

Tech/Mktg 

37 

7 

688 

;t 

BRIAN  L.  ROBERTS 

PA 

657 

-178 

1600 

6/28/59 

PA 

BS,  Whorton  '81 

Finonce/Ops 

15 

2 

270 

CO 

KENNETH  N.  PONTIKES 

IL 

1900 

85 

782 

3/15/40 

IL 

BA,  Southern  III. '62 

Marketing 

22 

22 

1535 

CA 

EUGENE  ALBERT  MILLER 

Ml 

1300 

128 

1300 

9/21/37 

Ml 

BBA,  Detroit  Tech  '64 

Finonce 

36 

3 

854 

RCE  BANCSHARES 

DAVID  W.  KEMPER 

MO 

598 

58 

615 

11/20/50 

MO 

BA,  Horvord  '72 

MA,  Oxford  '74; 
MBA,  Stonford  76 

Finonce/Bonk 

13 

5 

542 

RCE  CLEARING  HOUSE 

EDWARD  LINDSEY  MASSIE 

11 

716 

41 

584 

9/16/29 

KY 

BS,  U.  of  Ky  '52 

Soles 

38 

0 

362 

NWEALTH  EDISON 

JAMES  J.  O'CONNOR 

11 

5300 

128 

8400 

3/15/37 

IL 

BS,  Holy  Cross  '58 

MBA,  Horvord  '60; 
JD,  Georgetov»n  '63 

Administration 

28 

12 

607 

NICATIONS  SATELLITE 

IRVING  GOLDSTEIN 

DC 

457 

-16 

611 

3/27/38 

NY 

BA,  Oueens '60 

JD,  NYU '63 

Legol/Mgmt 

25 

6 

625 

NITY  PSYCHIATRIC  CENTERS 

JAMES  W.  CONTE 

a 

374 

83 

1200 

3/21/28 

IL 

BS,  Roosevelt  '49 

MHS,  Northwestern  '57 

Heolth  core 

23 

14 

1200 

3  COMPUTER 

ECKHARD  PFEIFFER 

n 

3600 

455 

3000 

8/20/41 

Germany 

MBA,  SMU,  '83 

Marketing 

8 

0 

1336 

TER  ASSOCIATES  INTL. 

CHARLES  B.  WANG 

NY 

1300 

159 

1500 

8/19/44 

Chino 

BS,  Queens  '67 

Tech/Soles 

15 

15 

2138 

TER  SCIENCES 

WILLIAM  RAY  HOOVER 

u 

1700 

65 

959 

1/2/30 

UT 

BS,  U.ofUtoh'53 

MS,U.ofUtoh'54 

Technical 

28 

19 

870 

PORATE  ELITE 
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m 

SAUS 

PROflTS  Mr  VIL 

TENUSE  „. 

CEO 

IOC 

SMIL 

BORN 

PLACE 

COLIEGE  EDUCATION 

GKAOUATE  STUDY 

USEES  PATH  COMPANY 

CEO  TUC 

J 

CONAbRA 

CHAKLtS  M.  HAKrtK 

NE 

15500 

232 

6700 

n /0£  /07 

'1/  lb/ 11 

Ml 

DC  D    J  .'/in 

BS,  rurdue  49 

11  n  1  1 1     I  fL ■         ' rn 

MBAU  ot  Chicago  50 

Monogement 

17 

10  7 

CONntK  rfcKlrncKALb 

CIUIC  C  /"AklilCD 

HNIS  r.  tONNcK 

f  A 

Lfl 

1300 

130 

1300 

7/28/43 

AL 

BS,  Sen  Jose  Stele  69 

Sonlo  Clara 

Morketing 

6 

0  n 

CONRAIL 

lAAlCC  A  UACCy 

JAMES  A.  HAucN 

1% 

3400 

247 

3000 

0  /07   0  0 
i/il/il 

lA 

BA,  SI,  Ambrose  56 

liji  i_      ("a  A    r  0 

MA,  Iowa  State  58 

Morketing 

14 

9  ft 

w 

CONiiCO 

STEPHEN  C.  HILBERT 

IN 

751 

42 

422 

1/23/46 

IN 

Indiana  Stole 

Insurance 

12 

19  71 

1 

^AklCAl  ir\ATEr\  CfMCAU  ^A    AC  U  V 

EUGENE  R.  McGRATH 

NY 

i/UU 

571 

5800 

2/14/42 

NY 

eSMt,  Monhottan  63 

MBA.  lona  '80 

Technicol 

28 

1  6 

^AUCAI  ir\ATTr\  tDCI/*  UTUiAVC 

CUnbULIUAIbD  rKfclunlWAT) 

DONALD  E.  MOFFin 

U 

4zUU 

-28 

573 

c /oo /oo 
J/ 11/61 

IN 

Indiano  Stole 

Finance 

36 

n  9 

^A  U  C  Al  1  r\  ATm  LI  ATI  I D  >  1  AC 

CONSOLIDATcU  NATURAL  OAS 

GEORGE  A.  DAVIDSON  JR.  Rft 

2700 

164 

3600 

7  /OO  /OO 

RA 

DC  II     lO'ulL  L'^n 

BS,  U,  orritlsburgh  60 

Operations 

25 

GEORGE  W.  MEAD 

W! 

949 

142 

1800 

10/11/27 

Wl 

DC  CO 

BS,  rale  5U 

MS,  Inst.  Poper  Chem.  '52  Tech/Prodn 

39 

Lj  1 

^AUTCI    /'Clllll  AD 

coNTcL  Cellular 

DENNIS  L.  WHIPPLE 

GA 

167 

-103 

1900 

10  /O i  1  A1 

I//26/4J 

lA 

nr    11  1_A_f._.  ZO 

BS  Monkolo  Slale  68 

MBA  Monkato  Stole  71 

Marketing 

1 

] 

CONTINcNTAL  BANK 

THOMAS  C.  THEOBALD 

IL 

3100 

88 

665 

5/5/37 

OH 

ID  U.I   r  -.'CO 

AB,  Holy  Cross  58 

MBA,  Harvard  '60 

Finance 

4 

4  R 

CUNTINcNTAL  COKr. 

JOHN  P.  MASCOHE 

NY 

5700 

141 

1400 

C  /ID  /OO 

IN 

DC   Ct    l-r__L'.  'il 

BS,  SI,  Joseph  s  61 

LLB.U.  ofVo.'64 

Insuronce 

11 

9 

^nuTiycuTAi  ucni/'Ai  CVCTCUC 
CUNIINcNIAL  mtUIUVL  }I}ltm> 

ROCCO  A.  ORTENZIO 

007 

9 

502 

11  /OO  /oo 

ll/zo/Jz 

CM 

nft 

BA,  Weslchestef  (ro,)  3S 

Cert,  U.ofPo, '56 

Heollh  core 

6 

5  r 

COOPCK  INDUMKlcS 

ROBERT  CIZIK 

TK 

6200 

361 

6200 

4/4/31 

RA 

DC    II    .IC...  'CO 

BS,  U-  or  Conn,  53 

MBA,  Harvard  58 

Plonning 

30 

1 

^/lADTD  TIDE  0  DIIDDCD 

COOrcK  TIK(  &  KUBBtK 

IVAN  WILLIAM  GORR 

OH 

896 

66 

1500 

10  /IC  /OD 

10/ 15/29 

OH 

DD*    It  -iT-i-J-'Cl 

BBA,  U,  01  loledo  51 

Finance 

19 

L  11 

COOKS  (ADOLPH) 

WILLIAM  K.  COORS 

CO 

1900 

39 

744 

8/11,'16 

CO 

BS  Princeton  38 

MS  Princeton  39 

Tech/Prodn 

52 

L 
0 

CORDIS 

ROBERT  C.  STRAUSS 

FL 

164 

10 

476 

6/1/41 

IL 

DC    II      I  til    '  f  0 

BS  U  ot  III,  63 

MS,  U.  of  Idaho  65 

Tech/Finance 

8 

5  S 

/*A  D  t  CTATrC  ClU  A  U/'l  A  1 

CORtSTATtb  PINANCIAL 

TERRENCE  A.  LARSEN 

f% 

2600 

114 

2500 

9/12/46 

IL 

DA    11   .fn-ll..  '£0 

BA  U,  ot  Uollos  60 

PhD.Tex.A&M  71 

Finance 

14 

4  t 

y  A  n  Ai  I  ki 

COKNINO 

JAMES  R.HOUGHTON 

NY 

2900 

289 

6800 

4/6/36 

NY 

AO    U       ..  J  '  C  0 

AB,  Horvoro  ie 

MBA,  Harvard  62 

Management 

29 

8  1 

COSTCO  WHOLcSALc 

JAMES  SINEGAL 

WA 

4100 

49 

3700 

1/1/36 

RA 

Son  Diego  Stale 

Marketing 

9 

-4 

COUNTRYWIDE  CREDIT  INDUSTRIES 

DAVID  S.  LOEB 

CA 

208 

22 

575 

1/19/24 

NY 

DC    LIVIJ  'CI 

BS  NYU  bl 

Finance 

23 

23 

rnr  |  UTCO  U  ATI  AU  1 1 

CrC  INTcKNATIONAL 

CHARLES  R.  SHOEMATE 

NJ 

5800 

374 

7000 

10  /lo  /oo 
12/10/39 

IL 

DC  111.^4. ...  Ill   ■  i  0 

Bb,  Western  III,  62 

MBA,  U.  of  Chicago  73 

Mklg/ Finance 

29 

1  J 

CPI 

ALYN  V.  ESSMAN 

MO 

374 

34 

423 

5/3/32 

MO 

DCDA    IAL..L    II    III.  1  'CO 

BbBA  Wash  U,  (Mo  )  b3 

Finonce 

35 

CRACKER  BARREL  OLD  COUNTRY 

DAN  EVINS 

TN 

226 

)5 

867 

10/11/35 

TN 

George  Woshinglon 

Entrepreneur 

21 

w 

CRANE 

ROBERT  SHELDON  EVANS  NY 

1400 

63 

845 

0 /on  f I A 
J//0/44 

RA 

DA    II      r  D  'Li 

BA,  U-  ot  ro,  66 

mbA,  LOIumDIQ  00 

Finance 

17 

8  li 

m  aiiir An n 

CRAWFORD 

FORREST  LEE  MINIX 

GA 

449 

32 

998 

11/6/27 

GA 

DC   II     If  'An 

BS,  U  otGo,  49 

Operotions 

42 

4 

CRAY  RESEARCH 

JOHN  A.  ROLLWAGEN 

MN 

804 

in 

1200 

11  inn  !  A  f\ 

11/20/40 

MN 

nr  11  IT  '  / 1 

BS,  MIT  62 

MBA,  Harvard  64 

Morketing 

16 

11  \ 
II  J 

CRESTAR  FINANCIAL 

RICHARD  GRANVILLE  TILGHMAN  VA 

1300 

61 

722 

9/18/40 

VA 

BA,  U  ofVa,  '63 

Finonce 

25 

6  \ 

CRITICAL  CARE  AMERICA 

PATRICK  S.  SMITH 

MA 

119 

12 

802 

4/10/52 

IL 

nr   1  L    r       II  ti 

BS,  John  Carroll  74 

Loyola 

Sales 

10 

10  ; 

CROMPTON  &  KNOWLES 

VINCENT  A.  CALARCO 

a 

390 

30 

742 

5/29/42 

NY 

BS,  Polytechnic  U,  63 

MBA,  Horvord  '70 

Morketing 

6 

6 

i 

CROSS  (A.T.) 

BRADFORD  R.  BOSS 

Rl 

223 

27 

440 

3/13/33 

Rl 

BS  U  ofR  1-  55 

Morketing 

33 

12  ! 

CROWN  CORK  &  SEAL 

WILLIAM  JOSEPH  AVERY 

RA 

3100 

107 

2500 

6/20/40 

11 

U.  of  Chicogo 

Mktg/Prodn 

32 

2  ■ 

CSX 

JOHN  W.  SNOW 

VA 

8200 

365 

5200 

8/2/39 

OH 

BA,  Kenyon  '62 

PhD,U.  ofVo.  65: 

LLB,  Geo,  Washington  '67 

Legal 

14 

WALTER  A.  FORBES 

0 

451 

18 

834 

11/13/42 

II 
IL 

DC     Unr4ki..nrAAm  'il 

Bb,  HorTtiweslem  01 

MSJ,  Northwestern  '65; 
MBA  Harvard  '68 

Mktg/lnvest 

15 

15  j 

CUMMINS  ENGINE 

HENRY  BREWER  SCHACHT  IN 

3500 

-165 

583 

10/16/34 

RA 

BS,  Vole '56 

MBA  Horvord  '62 

Finance 

27 

■ 

EXECUTIVE  TO  WATCH 

1 

►  Won  kudos  in  th 

e  'SOsforchec 

cing  Japan's  advance  into  the  heavy-duty  truck-engin 

e  1 

morket.  But  got  blindsided  by  domestic  rival  Detroit  D 

esel  and  has  lost  a  truckload 

of  cash  iJ 

^^^^^^^^^^^^ 

recent  years, 
controlled  en 

Although  slow  to  reoct  at  first,  he  has  finolly  introduced  an  electronically 
gine  with  whizbang  features  and  fuel  efficiency  thot  will  match  Detroit  Die 

sel'sl 

He 

's  also  hitti 

ng  the  rood  to  press  the  flesh  with  truckers  and  talk  up  the  company. 

aPRESS  StMICONDUaOR 

T.J.  RODGERS 

CA 

225 

33 

801 

3/15/48 

Wl 

AB,  Dartmouth  70 

MS  '73/PhD  '75,  Stonford  Tech/Adm 

9 

CYPRUS  MINERALS 

CHESTER  B.  STONE  JR. 

CO 

1900 

111 

794 

4/28/35 

AR 

BBA,  U.  of  Houston '58 

Finonce 

13 

1 

VANA 

SOUTHWOOD  J.  MORCOn  OH 

5200 

76 

1200 

4/12/38 

GA 

AB,  Dovidson  60 

MBA,  U.  of  Mich. '64 

Mktg/Prodn 

28 

DANAHER 

GEORGE  M.  SHERMAN 

DC 

845 

36 

645 

8/16/41 

NY 

BS,  Long  Island  '63 

MBA,  Louisville  '71 

Administration 

2 

DATA  GENERAL 

RONALD  L.  SKATES 

MA 

1229 

86 

610 

9/25/41 

MO 

AB,  Horvord  63 

MBA  Harvard  '65 

Finonce 

5 

DATASCOPE 

LAWRENCE  SAPER 

NJ 

120 

9 

463 

9/8/28 

NY 

BS,  CCNY  49 

Technical 

27 

27 

'hi 

DAUPHIN  DEPOSIT 

WILLIAM  J.  KING 

R4 

335 

45 

452 

3/13/29 

RA 

BBA,U,  of  Pa,  71 

MBA,  LoSolle  79 

Finance 

12 

5 

DAYTON  HUDSON 

KENNnn  A.  MACKE 

MN 

14700 

410 

5600 

12/16/38 

lA 

BS,  Drake  61 

Marketing 

30 

8  1 

DEAN  FOODS 

HOWARD  M.  DEAN 

IL 

2200 

73 

1300 

6/27/37 

IL 

BBA  SMU  60 

MBA,  Northwestern  61 

Finance 

26 

4 

DEERE 

HANS W.  BECHERER 

IL 

7800 

411 

4000 

4/19/35 

Ml 

BA  Trinity  57 

MBA,  Harvard  '62 

Marketing 

29 

2  1 

\ 

DELL  COMPUTER 

MICHAEL  S.  DELL 

546 

27 

764 

2/23/65 

IX 

U,  of  Tex, 

Prodn/Mktg 

7 

7 

DELMARVA  POWER  &  LIGHT 

NEVIUS  M.  CURTIS 

DE 

811 

37 

1000 

8/16/29 

MA 

BA,  Hoverford  51 

MBA,  Stonford  56 

Finonce 

13 

10 

txed 

DELTA  AIR  LINES 

RONALD  W.  ALLEN 

GA 

8600 

303 

2800 

11/20/41 

GA 

BIE  Go  lech  64 

Personnel 

28 

4 

c;oR 

DELUXE 

HAROLD  V.  HAVERTY 

MN 

1400 

172 

3900 

5/17/30 

Ml 

Production 

38 

5 

DE5TEC  ENERGY 

ROBERT  McFEDRIES 

d; 

412 

70 

1300 

11/11/30 

IL 

BS,  Purdue '52 

MS,  Purdue  56 

Technical 

1 

1 

^] 

DHROrr  EDISON 

JOHN  E.  L06BIA 

Ml 

3300 

514 

4500 

7/12/41 

IL 

BS,  U  of  Detroit '64 

Mktg/Finonce 

27 

1 

DEXTER 

K.  GRAHAME  WALKER 

n 

908 

42 

534 

6/19/37 

England 

Br.  RoyolNovy  Coll,  58 

Gl,  Inst.  Mech. 
Engrs.  '62 

Monogemenl 

24 

2 
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For  a  second  opinion 
)nWfedows,  ask  Baxter 
Healthcare  Corp. 


"The  suite  of  applications  for  Windows 
is  very  rich" 


"As  far  as  I  was  concerned,  it  was  obvious: 
Windows  is  where  it's  going." 


When  Systems  Manager  Bob  Cohen  in- 
duced the  Microsoft"  Windows  operating  sys- 
1  to  Baxter  Healthcare's  Renal  Division,  the 
lefits  quickly  became  apparent.  Employees 
rned  Windows  applications  with  ease.  And 
;  quality  of  work  improved  dramatically  To 


"Our  people  are  doing  much  better  work. 
Better  looking.  Better  crafted." 


"It's  just  made  it  a  lot  easier  to  do 
a  lot  of  things" 


get  a  free  "Windows  at  Work"  video,  call  (800) 
541-1261,  Dept.W34.  And  find  out  how  Wmdows 
can  help  improve  your  company's  health. 

Miaosoft 


od  only  whUe  supplies  last  and  only  tn  the  50  United  State$.  ©  1991  Microsoft  Corporation.  M  r^hts  reserved  Printed  m  the  LIS  A  In  the  50  United  States,  call  (800)  5411261.  Dept  W34.  In  Canada,  call  (800)  563-9048  Outside  the  United 
nd  Canada,  call  (206)  936-8661.  Microsoft  is  a  registered  trademark  and  Windotijs  is  a  trademark  of  Microsoft  Corporation. 


THE  CORPORATE  ELITE 


HDO 

SAIES 

PROFITS 

MKT  VAL 

TENURE  , 

lUMrflfi  I 

CEO 

PUCE 

(0a£6E  EDUCATION 

GRADUATE  STUDY 

CAREER  PAIH  COIilPANV 

CEO  IE 

DIAGNOrrEK 

1/iHvnu  J I  cn 

NUN7I0  P  DeSANTIS 

NM 

220 

7 

436 

3/24/51 

Italy 

BS.U.ofN.M.  75 

Technical 

8 

8 

DI&GNO^IC  PRODUCTS 

SIGI  ZIERING 

CA 

76 

)7 

486 

V7n/78 

J/  i<J/ 

Germony  BS,  Brooklyn  '53 

MA  ''i'i/Phn  Surnnico 

ivw  j.j/rnu  J/,  jyiQtuse 

Technical 

18 

]7 

DIAL 

JOHN  W.  TEETi 

AZ 

3500 

116 

1400 

9/15/33 

IL 

Elgin  CC 

Management 

28 

10  2 

DIAMOND  SHAMROCK 

ROGER  R.  HEMMINGHAUS 

\k 

2700 

78 

622 

8/27/36 

MO 

BS, Auburn  '58 

Bettis,  LSU 

Technical 

8 

4 

DIEBOLD 

ROBERT  W.  AflAHONEY 

OH 

476 

27 

602 

9/10/36 

NY 

BS,  Villanovo  '58 

MBA,  Rooseveh  '61 

Marketing 

9 

6 

DIGITAL  EQUIPMENT 

KENNETH  HARRY  OLSEN 

MA 

13911 

-617 

7800 

2/20/26 

a 

BS,  MIT '50 

MS.  MIT '52 

Technical 

34 

34 

EXECUTIVE  TO  WATCH 

►  He's  guid 

ng  DEC  throug 

1  a  big 

transformation  in  culture  and  product 

pricing,  aft 

er  years 

HI 
p. 

disappointing  earnings.  Ending  a 

ong-standing  trodit 

ion  of  no  layoffs,  f 

e  has  announced 

itiilW 

plans  to  eliminate  20,000 

obs  by 

mid-1992.  The  company  sells  more  computers  nowadays 

but  at  d 

ecidedly  lower  prices.  After  34  years  at  the  company,  he  shows  no  sign  of  letting  up 

In  his  spare  time,  h 

e  flies  pi 

one  to  Maine  getaway. 

(CiH 

nil  1  ADn  ncPADTMCUT  CTnorc 
UILLAKU  UcrAKIMcril  ^lUnt) 

U/ll  MAM  TUOMAC  hIM  ADH 
WiLLIAm  InUmAj  UlLLAnU 

AR 

3700 

183 

4900 

9/2/14 

AR 

BSBA.U.ofArk.'35 

MSBA,  Columbia  '37 

Retailing 

53 

53  1 

U 1 J  n  L  1  \  VVM  L 1 1 

MlfHAFI  DAMMANN  FKNFR 

a 

5800 

824 

15400 

3/7/42 

NY 

BA,  Denison  '64 

Operations 

7 

7  11 

Hi"'! 

nni  F  FOOD 

DAVID  H  MIIRDOfK 

a 

3000 

120 

2800 

4/10/23 

MO 

Finance 

6 

6  1 

WM 

W&RNFR  N  DAIHOIKF 

VA 

1100 

-37 

489 

6/4/34 

VA 

BS,U.ofVa.'56 

Marketing 

35 

10 

WM 

DOMINION  RF^OIIRfF^ 

THOMAS  E  CAPPS 

VA 

3500 

504 

5100 

10/31/35 

NC 

BA,U.ofN.C.  '58 

JD,  U.  olN.C. '66 

7 

] 

DONNFIIFY  fP  R  1  Jl  ^ON^ 

lOHN  R  WAITFR 
J  u  n  n  n .  tih  Lien 

IL 

ocnn 

lib 

3700 

1/20/47 

PA 

BS,  Miami  U.  (Ohio)  69 

Soles 

22 

3 

KtIRK 

Iff 

DOVER 

AARY  (  ROIIRO^ 

NY 

2200 

156 

2300 

11/7/36 

CO 

BS,  U.  of  Colo '59 

MBA,  Han/ord  '63 

Mktg/Prodn 

20 

10 

UCIlCfTf 

DOW  CHEMICAL 

FRANK  POPOFF 

Ml 

19800 

1400 

14400 

10/27/35 

Bulgorio 

BS.Indiona'57 

MBA.  Indiano  '59 

Marketing 

32 

4 

DOW  JONES 

PHER  R.  KANN 

NY 

1700 

107 

2700 

12/13/42 

NJ 

BA,  Harvard  '64 

Journalism 

27 

1 

m\ 

DPI 

PETER  H.  FORSTER 

OH 

955 

163 

1400 

5/28/42 

Germony  BS,  U.  of  Wis.  64 

JO,  Brooklyn  '72 

Technicol 

18 

7 

Mill 

DOE 

WESLEY  W.  VON  SCHACK 

PA 

1100 

136 

1500 

4/15/44 

NY 

AB,  fordhom  '65 

MBA,  St.  John's '71: 
PhD,  Pace  '90 

Finonce/Adm 

7 

1 

DRF^^FR  INDIIURIF^ 

lOHN  lOSEPH  MURPHY 

TX 

4500 

174 

2700 

11/24/31 

NY 

BS,  Rochester Terh '52 

MBA,  SMU  '81 

Tech/Prodn 

39 

8 

%m 

nRFYFR\  (^RANn  ITF  TRFAM 

T  ROf^FP^ 

a 

308 

12 

425 

6/5/42 

CA 

BS,  Col/Berkeley  '63 

MBA,  Harvard  '68 

Finance 

15 

15 

HOWARD  M  CTFIN 

NY 

261 

62 

1200 

10/6/26 

NY 

Finance 

36 

26 

mm 

nil  PONT 
uu  run 1 

FDfiAR  ^  WOOIARD  IP 

DE 

39700 

2300 

32400 

4/15/34 

NC 

BS,N.C  Slote'56 

Tech/Prodn 

34 

2  1 

K 

WIf  NAM  ^TATF^  IFF 

vflLLIAm  jIAIlj  LCC 

NC 

3700 

538 

6100 

6/23/29 

NC 

BS,  Princeton  '51 

Technicol 

37 

9 

BJFflld 

DUN  &  BRADSTREET 

CHARLES  W.  MORITZ 

NY 

4800 

508 

8000 

8/22/36 

DC 

BA,  *le  '58 

Marketing 

31 

7  1 

mu 

DURR-FILLAUER  MEDICAL 

W.  A.  WILLIAMSON  JR. 

AL 

815 

17 

396 

1/25/36 

AL 

BS,U.ofAla.  58 

Operations 

33 

18 

DUTY  FREE  INTERNATIONAL 

JOHN  A.  COURI 

n 

107 

15 

764 

4/22/41 

NY 

BA,  Syracuse  '63 

Marketing 

9 

5 

E.^Y^TFM< 
■■J  1  31  ClTI  J 

c  (;fNF  kfifffr 

c.  vcnc  ncirrcn 

\i 

1800 

94 

1200 

o/or/on 

TX 

BS,  SMU'55 

UC   CUM  '/LT 

Technical 

^1 

L 

RnRFRT  W  U/FINIG 

MA 

950 

64 

521 

0/ j/jU 

OH 

BA,  Dartmouth  '52 

MBA,  Amos  Tuck '55 

Finance 

oc 

A 

n 

FA^TMAN  kOhAK 

KAY  R  WHITMORF 

NY 

18900 

703 

14000 

7 /OJ /to 

UT 

BS,U.ofUtah'57 

MS,  MIT  '75 

Technicol 

Jl 

1 

EAiun 

U/ll  t  lAM  RIITI  FR 

OH 

3600 

169 

2200 

1  /in  /"Jl 

0/ lU/ jl 

IL 

BS,  U.  of  III. '56 

Production 

n 
u 

n 

EvilLin 

FREDERICK  J.  MANCHESKI 

n 

1600 

47 

719 

Wl 

BS,  U.  of  Wis.  '48 

Production 

OO 

LL 

m\ 

ErOI AR 

PIERSON  M.  GRIEVE 

MN 

1400 

54 

721 

10  /i:  /07 

Ml 

BA,  Northwestern  '50 

U.  of  Minn. 

Administration 

0 
7 

0 
7 

FnKON  RPOTUFPC  ^TODFC 
EUldUn  DnviriEnJ  jIUREj 

ANDREW  E.  NEWMAN 

MO 

1300 

59 

753 

8/14/44 

MO 

AB,  Horvord  '66 

MBA,  Harvard  '68 

Marketing 

21 

4 

FnwAPn^  f  A  n  t 

BENJAMIN  FRANKLIN  EDWARDS  III  MO 

675 

59 

897 

10/26/31 

MO 

6A,  Princeton  '53 

Brokerage 

35 

24 

EUotU 

JOHN  M.  KUCHARSKI 

MA 

2500 

74 

1200 

2/10/36 

Wl 

BS,  Morquette  '58 

JD,  Geo.  Woshinglon  '65 

Technical 

19 

4 

FIErTDnUir  HATA  CYCTEMC 
ELCV.lKUnl\.  UAIA  JljItlVlJ 

LESTER  M.  ALBERTHALJR. 

TX 

6000 

497 

5200 

TX 

BBA,U.ofTex.'68 

Technicol 

23 

5 

EMEDCOU  ElErTDI^ 

CHARLES  F.  KNIGHT 

MO 

7600 

613 

11100 

1/20/36 

IL 

BS,  Cornell  '58 

MBA,  Cornell '59 

Consulting 

19 

18 

EU/ICI  UADn 
cnutLnAKU 

ORIN  R.  SMITH 

NJ 

2900 

70 

1500 

8/13/35 

NJ 

AB,  Brown  57 

MBA,  Seton  Hall  '64 

Marketing 

15 

^ 

Sir 
ir~ 

LliKUn 

KENNHH  LEE  UY 

TX 

13200 

202 

3300 

4/15/42 

MO 

BA  64/MA  '65.U.ofMo. 

PhD,  U.  of  Houston  '70 

Economics 

7 

EMDOM  Oil  S  AAC 
cnnUn  UlL  &  uAj 

FORREST  E.  HOGLUND 

IX 

371 

45 

1800 

7/1/33 

KS 

BS  U.of  Kan. '56 

Technicol 

4 

4 

WILLIAM  C.  McCORD 

TX 

2800 

81 

1100 

4/1/28 

TX 

BS,  Tex.  A&M  '49 

Technicol 

42 

21 

EMTEDHY 

EDWIN  LUPBERGER 

LA 

4000 

541 

4500 

6/5/36 

GA 

AB,  Davidson  '58 

MBA,  Emory  '63 

Finonce 

13 



6 

ilBOU 

FUTFPPA 
En  1  EnnH 

D.  DALE  WOOD 

TX 

144 

18 

438 

ynm 

TX 

BBA,  U.  of  Tex. '60 

Finance 

4 

0 

FOIIIFAY 
C  U  U 1  r  AA 

C.  B.  ROGERS  JR. 

GA 

1100 

64 

1500 

10/24/29 

NY 

BA,  Gettysburg  '51 

MBA,  Geo.  Washington  62  Marketing 

4 

2 

«w« 

EOlllTAftlE  DECOIID^CC 

DONALD  1.  MORITZ 

PA 

659 

59 

800 

10/23/27 

PA 

eS,  U.  of  Pittsburgh  '48 

LLB,U.  of  Pittsburgh '51 

Legol 

39 

13 

ETHYL 

FLOYD  DEWEY  GOTTWALD  JR. 

VA 

2500 

232 

3000 

imin 

VA 

BS,  VMI'43 

MS,  U.  of  Richmond '51 

Production 

48 

22 

EXABYTE 

PnER  D.  BEHRENDT 

CO 

170 

28 

409 

11/27/38 

Germany  BS,  UCLA '61 

Technical 

4 

1 

iir 

EXXON 

UWRENCE  G.  RAWL 

TX  105500 

5000 

72500 

5/4/28 

NJ 

BSU.  otOkla.'52 

Technical 

39 

oifn 

FaMII  Y  hOI  1  AD  CTHDEC 
■^AmiLI  UULLAn  3lUKE^ 

LEON  LEVINE 

NC 

874 

29 

702 

6/8/37 

NC 

Wingate,  U  of  Miami 

Marketing 

32 

32 

FFnFPAl  FYPRF^^ 

FREDERICK  WALLACE  SMITH 

TN 

7000 

116 

2100 

8/11/44 

MS 

BA,  Yole  '66 

Transport 

18 

13 

FEDERAL  HOME  LOAN  MORTGAGE 

LEUNDC.  BRENDSEL 

VA 

4000 

414 

5700 

4/22/42 

SO 

BS,U.ofCalo.'67 

PhD,  Nonhweslern  74 

finonce 

9 

6 

FEDERAL  NATIONAL  MORTGAGE 

JAMES  A.  JOHNSON 

DC 

12700 

1200 

16700 

12/24/43 

MN 

BA,U.ofMinn.'65 

MA,  Princeton  '68 

Finance 

2 

1 

FEDERAL  PAPER  BOARD 

JOHN  R.  KENNEDY 

NJ 

1400 

118 

1200 

9/21/30 

NY 

BS,  Georgetown  52 

Morketing 

39 

24 
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HOQ 

LOC 

SAlfS 
SMIL 

PDHFIK  MIfT  UAI 

TENURE 

PAYS 

C£0 

SMIL 

SMIL 

BORN 

PUCE        COLLEGE  EOUCATIOK 

CRADUAIt  SlUOy 

CAREED  PATH  COMPANY 

CEO 

THOUS 

SIGNAL 

JOSEPH  J.  ROSS 

IL 

439 

28 

571 

9/26/45 

IL 

BA,  Si  Mory's  '67 

JD,  DePoul  '69 

Legol 

8 

4 

485 

ALBERT  CHARLES  BERSTICKER 

OH 

1100 

19 

549 

3/22/34 

OH 

BA,  Miami  U  (Ohio)  '56 

MS,  Miomi  U.  (Ohio)  '58 

Management 

33 

0 

345 

RNATIONAL 

WESTCOn  WILKEN  PRICE  III 

CA 

980 

29 

518 

5/6/39 

CA 

BS,  U.  of  Colo.  '61 

MBA,  use  '67 

Monagement 

10 

1 

408 

RD  BANCORP 

GEORGE  A.  SCHAEFER  JR. 

OH 

834 

120 

2400 

5/17/45 

OH 

8S,  U  S,  Mil.Acod.'67 

MBA,  Xovier  '74 

Banking 

20 

1 

514 

aERNATIONAL 

HARRY  E.  FIGGIEJR. 

OH 

1400 

40 

410 

10/28/23 

OH 

BS'47/MA'53,  Cose  Tech 

MBA,  Horvord  '49; 
JD,  Clev.  Morsholl  '54 

Soles/Prodn 

28 

28 

1636 

RONALD  WAYNE  HADDOCK 

TX 

4000 

126 

1100 

7/29/40 

IL 

BS,  Pordue  '63 

Technicol 

5 

3 

1353 

UT 

THEODORE  DEIKEL 

MN 

1200 

48 

680 

10/5/35 

MN 

U.  of  Minn. 

Morketing 

2 

2 

1114 

(BAMA  BANCSHARES 

JAMES  STANLEY  MACKIN 

AL 

612 

69 

908 

7/30/32 

Al 

BS,  Auburn  '54 

Bonking 

25 

1 

446 

NK  SYSTEM 

JOHN  F.  GRUNDHOFER 

MN 

2100 

131 

1700 

1/1/39 

CA 

BA,  Loyolo  '60 

MBA,  use  '64 

Finance 

2 

2 

1572 

ANOS 

ALFRED  E.  DUDLEY 

a 

1100 

50 

714 

9/12/28 

OH 

BS,  Bowling  Green  '51 

Mktg/Prodn 

5 

5 

595 

CAGO 

BARRY  F.  SULLIVAN 

IL 

5700 

249 

1800 

12/21/30 

NY 

BA,  Columbio  '55 

MBA,  U.  o(Chicogo'57 

Bonking 

11 

11 

736 

PIRE  STATE 

ROBERT  G.  WILMERS 

NY 

713 

54 

642 

4/20/34 

NY 

AB,  Horvord  '56 

Horvord 

Banking 

9 

8 

489 

EllTY  BANCORPORATION 

ANTHONY  P.  TERRACCIANO 

NJ 

3100 

-6 

2000 

10/27/38 

NJ 

AB,  St.  Peler's  '60 

MA,  Fordhom  '62 

Banking 

2 

2 

826 

ANCIAL  MANAGEMENT 

PATRICK  H.  THOMAS 

GA 

1300 

73 

1200 

8/29/42 

GA 

BS,  Go  Stole  '60 

MBA,  Go,  Stole  '61 

Bonking/Tech 

20 

17 

2506 

MAIIAN 

WALTER  ARTHUR  DODS  JR. 

HI 

54) 

71 

898 

5/26/41 

HI 

BBA,  Howoii/Monoo  '68 

Morketing 

23 

2 

848 

ERSTATE  BANCORP 

EDWARD  M.  CARSON 

CA 

6000 

439 

2100 

11/6/29 

A7 

BA,  Ariz.  Stole '51 

Fiflonce 

40 

1 

909 

AMERICA  BANK 

DANIEL  R.  SMITH 

Ml 

1400 

132 

1100 

3/19/34 

Ml 

BBA,  Western  Mich.  '55 

Northwestern 

Finance 

36 

6 

917 

URITY 

SPENCER  FOX  ECCLES 

UT 

703 

46 

559 

8/24/34 

UT 

BS,  U.  ofUtoh'56 

MBA,  Columbio  '59 

Finonce 

31 

10 

455 

NESSEE  NATIONAL 

RONALD  A.  TERRY 

TN 

740 

48 

608 

12/5/30 

TN 

BS,  Memphis  Stole '52 

Bonking 

34 

18 

493 

ION 

EDWARD  E.  CRUTCHFIELD  JR. 

NC 

4100 

304 

3000 

7/14/41 

Ml 

AB,  Dovidson  '63 

MBA,  Whorlon  '65 

Finance 

26 

7 

600 

GINIA  BANKS 

ROBERT  H.  ZALOKAR 

VA 

570 

65 

715 

5/25/27 

KS 

BS,U.of  Kon.'SO 

Finance 

36 

7 

604 

ROGER  L.  FITZSIMONDS 

Wl 

976 

98 

1300 

5/21/38 

Wl 

BBA,  U,  of  Wis. '60 

MBA,  U.  of  Wis. '71 

Finonce 

27 

1 

560 

GEORGE  D.  DALTON 

Wl 

183 

14 

444 

3/3/28 

IL 

Northwestern 

Finonce/Tech 

30 

8 

314 

)RSTAR  FINANCIAL  GROUP 

TERRENCE  MURRAY 

Rl 

4000 

-74 

2800 

7/11/39 

Rl 

BA,  Horvord  '62 

Finonce 

29 

3 

756 

OD  ENTERPRISES 

JOHN  C.  CREAN 

a 

1400 

30 

728 

7/4/25 

NO 

Prod  design 

41 

41 

479 

E.  DEAN  WERRIES 

OK 

11900 

97 

1300 

5/8/29 

KS 

BS,U  ofKon  '52 

Mktg/Ops 

37 

3 

683 

FETY  INTERNATIONAL 

ALBERT  LEE  UELTSCHi 

NY 

273 

76 

1700 

5/15/17 

KY 

Training 

40 

40 

367 

PROGRESS 

JACK  B.  CRITCHFIELD 

PL 

2000 

197 

2200 

5/23/33 

PA 

BS,  Slippery  Rock '55 

MA'60/EdD'67 
U.  of  Pittsburgh 

Management 

8 

2 

511 

INDUSTRIES 

AMOS  RYALS  McMULLIAN 

GA 

835 

34 

534 

8/28/37 

FL 

BS,  flo.  Stole  '62 

Flo.  Stole 

Finonce 

29 

10 

382 

LESLIE  G.  McCRAW 

CA 

7400 

139 

3600 

11/3/34 

SC 

BS,  Clemson  '56 

Technicol 

5 

2 

899 

ROBERT  N.  BURT 

IL 

3700 

155 

1700 

5/24/37 

OH 

BS,  Princeton  '59 

MBA,  Horvord  '64 

Plonning/Mgmt  39 

1 

488 

D 

ROBERT  N.  BURT 

IL 

153 

39 

450 

5/24/37 

OH 

BS,  Princeton  '59 

MBA,  Horvord  '64 

Plonning/Mgmt  2 

2 

NA 

IN 

TOM  E.  SMITH 

NC 

5600 

173 

5800 

5/2/41 

NC 

AB,  Cotowbo  '64 

Retailing 

21 

6 

794 

ITOR 

HAROLD  A.  POLING 

Ml 

97700 

860 

14700 

10/14/25 

Ml 

BA,  Monmouth  '49 

MBA,  Indiono  '51 

Finance 

41 

2 

1221 

EXECUTIVE  TO  WATCH 

►  This  cost-cutter  is  coping  witfi  a  withering  auto  recession.  The  No.  2  carmaker  has  lost  $1.78 
billion  in  the  first  nine  months  of  1991.  The  downturn  has  dampened  sales  of  the  Ford  Probe, 
Mercury  Cougar,  and  light  trucks.  Took  Taurus  in  for  a  face-lift.  "Red"  has  troubles  in  Europe, 
too,  where  a  sluggish  British  economy  is  dragging  down  sales,  and  the  new  charge,  Jaguar, 
needs  an  overhaul.  He's  popular  with  the  Ford  clan,  though,  for  promoting  members. 

ABORATORIES  HOWARD  SOLOMON  NY  176  38  140  0  8/12/27  NY  BS,CCNY'49              LlB,Yole'52              Legal  16  15  401 

/HEELER  LOUIS  E.  AZZATO  NJ  1700  38  1000  10/8/30  NY  BS,CCNY'52  Technicol  39  10  1022 

JP  JAMES  L.  BROADHEAD  FL  6300  -347  5300  11/28/35  NY  BME,  Cornell  '58  LLB,  Columbm '63         Management  3  3  867 

<  RESOURCES                  CHARLES  B.  JOHNSON               CA  288  89  1500  1/6/33  NJ  BA,Yole  '54                                        Fmonce  34  20  480 

r-McMORAN  JAMES  R.  MOFFEH  LA  1600  314  2700  8/16/38  LA  BS,  U  of  Tex. '61  MS,  Tulane  '63  Technical  24  7  2011 

r-McMOR.  COPPER  &  GOLD    MILTON  HAWKINS  WARD  LA  434  93  2800  8/1/32  AL  BS 'S5/MS '8T  U.  of  Ala,    MBA,  U,  of  N,M, '74        Tech/Mgmt  17  6  NA 

THE  LOOM  WILLIAM  FARLEY  IL  1400  77  1300  10/10/42  Rl  AB,  Bowdoin '64  JD,  Boston  Coll, '69        Finonce  6  6  NA 

iB.)  ANTHONY  L.  ANDERSEN  MN  792  21  386  12/10/35  MN  BS,  Mocolester '57  Soles/Mgmt  34  17  543 

lERICAN  JOHN  J.  BYRNE  VT  257  129  1400  7/11/32  NJ  BS,  Rutgers '54  MS,  U.  of  Mich, '59         Fin/lnsuronce  6  6  3369 

jTT  JOHN  J.  CURLEY  VA  3400  377  6600  12/31/38  PA  BA,  Dickinson '60          MS,  Columbm '63          Journalism  22  5  1300 

)  DONALD  GEORGE  FISHER  CA  1900  145  6200  9/3/28  a  BS,  Col/Berkeley '50  Reolestote  22  22  1876 

 JAMES  J.  GLASSER  IL  870  83  763  6/5/34  IL  AB,  Yale '55  JD,  Horvord  '58  Legol/Mgml  30  13  780 

 WILLIAM  BURTON  SNYDER          DC  1900  208  2800  7/9/29  WV  BS,  Tex  Tech '55  Morketing  14  6  992 

CH  G.  KIRK  RAAB  a  435  -98  3100  9/27/35  NY  AB,  Colgote '59  Morketing  7  2  675 

CINEMA  RICHARD  ALAN  SMITH  MA  2200  111  1600  11/1/24  MA  BS,  Horvord '46                                    Monogemenl  44  30  1233 
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HOQ 

SJIES 

PROFITS 

MKT  VAL 

TENURE 

COMPANY 

CEO 

IOC 

imi 

SMIL 

SMIL 

BORN 

PUCE 

COLLEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO  i 

GENERAL  DYNAMICS 

WILLIAM  A.  ANDERS 

MO 

10200 

-639 

1800 

10/17/33 

HongKongBS.U  5  NovolAcad  'SS 

MS,  USAF  '62 

Technical 

1 

1 

EXECUTIVE  TO  WATCH 

►  The  cold  war  is  history  as  is  growth  in  defense  spending.  So  this  onetime  fighter  pilot  and 
astronaut  has  cut  the  defense  contractor's  work  force  by  13%  this  year  and  slashed  researc 
and  development  spending  as  well.  Although  still  committed  to  defense,  he  plans  to  pursue 
less  risky  contracts.  Has  token  plenty  of  hostile  fire  from  critics  over  management  bonuses  tf 
were  tied  to  the  company's  stock  performance. 

OcNEKAL  cUCTKK 

JOHN  FRANCIS  WELCH 

n 

57700 

4300 

65200 

11/19/35 

MA 

BS,  U.ofMoss.  '57 

MS'58/PhD  60  U  oflll 

Technical 

31 

10  : 

^rUCDAI  UIIIC 

OcNcRAL  MILL> 

H.B.  (BRUCE)  ATWATER  JR.  MN 

7200 

464 

10600 

4/19/31 

MN 

AB,  Princeton  '52 

MBA,  Stanford  54 

Morkeling 

33 

10 

GcNcRAL  MOTORS 

ROBERT  C.  STEMPEL 

Ml 

23300 

-1986 

23500 

7/15/33 

NJ 

BS,  Worcester  Poly  '55 

MBA,  Mich.  Slate '70 

Technical 

34 

1 

GiNtRAL  PUBLIC  UIIUTIc^ 

WILLIAM  G.  KUHNS 

NJ 

3000 

314 

2900 

4/26/22 

Wl 

BA,  U.ofWis. '46 

JD,  U.ofWis. '49 

fin/Legol 

36 

22 

OcNERAL  Kt 

RONALD  E.  FERGUSON 

0 

3000 

614 

7700 

1/16/42 

IL 

BA,  Blackburn  '63 

MS,  U.  of  Mich, '65 

Insorance 

22 

5 

GENERAL  SIGNAL 

EDMUND  M.  CARPENTER  0 

1700 

-13 

874 

12/28/41 

OH 

BS  U- of  Mich.  '63 

MBA,  U.  of  Mich. '64 

Technical 

3 

3 

/*rfclCTI/*f  IftJCTITIITt 

GcNETKS  INMITUTt 

GABRIEL  SCHMERGEL 

MA 

40 

-25 

524 

5/14/40 

Hungary 

BSME,  RPI  62 

MBA,  Horvord  67 

ManogemenI 

10 

10 

GENSIA  PHARMACEUTKALb 

DAVID  F.  HALE 

CA 

0 

-14 

476 

1/8/49 

AL 

BA,  Jacksonville '70 

Soles/Mklg 

4 

4 

GENUINE  PARIb 

LARRY  L.  PRINCE 

GA 

3300 

207 

3200 

10/4/38 

TN 

Memphis  Stole 

Mklg/Ops 

33 

2 

UENZYME 

HENRI  A.  TERMEER 

MA 

50 

-27 

680 

2/28/46 

Hollond 

U.  ofRotlerdom 

MBA,  U.  ofVo. '73 

Management 

8 

6 

GEORGIA  GULF 

JERRY  R.  SATRUM 

GA 

932 

95 

729 

11/6/44 

OR 

BS,  Ore.  Stole  68 

Finance 

7 

1 

GcURGIA-PACIrlC 

THOMAS  MARSHALL  HAHN  JR.  GA 

12700 

365 

4900 

12/2/26 

KY 

BS.U.ofKy  45 

PhD,  MIT  50 

Tech/Educ 

17 

8 

GERBER  PRODUCTS 

ALFRED  A.  PIERGALLINI 

Ml 

1200 

113 

2400 

8/1/46 

PA 

BA,  Lofoyelte  68 

MBA,  U.  of  Chicago  '70 

Marketing 

2 

2 

GIANT  FOOD 

ISRAEL  COHEN 

MD 

3400 

119 

1400 

11/21/12 

Palestine 

Operolions 

55 

14 

GILLETTE 

ALFRED  M.ZEIEN 

MA 

4300 

368 

9600 

2/25/30 

NY 

BS,  Webb  '52 

MBA,  Horvord  '55 

Technicol 

23 

1 

n  ATCriTCD  /D  U  1 

OLAIrcLltK  (r.  H.) 

THOMAS  C.  NORRIS 

PA 

625 

88 

1300 

5/9/38 

PA 

BA,  Gettysburg  '60 

Finonce 

31 

11 

uLUdAL  mAKiNc 

CHARLES  RUSSELL  LUIGS 

n 

282 

-36 

452 

4/4/33 

IN 

BS,  U.ofTex.  57 

Morkeling 

14 

14 

GM  HUGHES  ELECTRONICS 

ROBERT  J.  SCHULTZ 

Ml 

11600 

726 

1300 

5/22/30 

Ml 

BS,Mich,SlQle  53 

MBA,  Mich.  Stole  69 

Technical 

36 

3 

GOLDEN  WEST  FINANCIAL 

HERBERT  M.  SANDLER 

a 

2100 

181 

2600 

11/16/31 

NY 

6S.  (CNY  51 

JD,  Columbia  '54 

Legal 

28 

28 

/*AAr»OI/*lJ  ID    F  I 

GOODRICH  (d.F.) 

JOHN  D.  ONG 

OH 

2400 

116 

1100 

9/29/33 

OH 

BA/MA,  Ohio  Stole  '54 

LLB,  Harvard  '57 

Legal 

30 

12 

GOODYEAR  TIRE  &  RUBBER 

STANLEY  C.  GAULT 

OH 

11300 

-38 

2200 

1/6/26 

OH 

BS,  Woosler  '48 

Marketing 

0 

0 

GOULDS  PUMPS 

STEPHEN  VINCENT  ARDIA  NY 

555 

31 

454 

8/3/41 

NJ 

BS,M.MorineAcad.  '63 

MBA,  Rutgers  70 

Soles 

26 

6 

D  A  /*r  /111  D  \ 

GRACE  (W.  R.) 

J.  PETER  GRACE 

NY 

6800 

203 

3300 

5/25/13 

NY 

BA,  Yble  '36 

Finance 

55 

46 

GRACE  ENERGY 

J.  PETER  GRACE 

TX 

480 

22 

412 

5/25/13 

NY 

BA,  Yale  '36 

Finance 

55 

46 

r*  n  AIAI/^TD  f  \lf  111  1 

GRAINGER  (W.  W.) 

DAVID  WILLIAM  GRAINGER  IL 

1900 

127 

2500 

10/23/27 

11 

BS,  U,  otWis  50 

Adminislialion 

40 

24 

/^DCAT  ATI  AkITI/'  0    DA/'ICI^  TT  A 

GREAT  ATLANTIC  &  PACIrlC  TEA 

JAMES  WOOD 

NJ 

11400 

151 

1500 

1/19/30 

England 

CB  Loughborough  '55 

Operolions 

11 

11 

GREAT  LAKES  CHEMICAL 

EMERSON  KAMPEN 

IN 

1100 

141 

3000 

3/12/28 

Ml 

BS,  U.  of  Mich,  '51 

Mklg/Prodn 

40 

14 

GREAT  WESTERN  FINANCIAL 

JAMES  F.  MONTGOMERY 

CA 

4200 

193 

2400 

11/30/34 

KS 

BS,  UCLA  '57 

Finonce 

31 

12 

GREEN  TREE  ACCEPTANCE 

LAWRENCE  M.  COSS 

MN 

176 

37 

445 

11/5/38 

SD 

Finance 

16 

16 

GREIF  BROS. 

JOHN  C.  DEMPSEY 

OH 

438 

22 

399 

7/14/14 

OH 

John  Carroll 

Finonce/Prodn 

45 

44 

GRUMMAN 

RENSO  L.  CAPORALI 

NY 

4000 

86 

612 

4/12/33 

NY 

BCE'54/MME'60, 
Clorkson 

MAE  62/MA  '63/ 
PhD  '64,  Princeton 

Technicol 

32 

1 

GTE 

JAMES  L.  JOHNSON 

n 

18400 

1500 

26500 

4/12/27 

n 

BA,  Tex  Tech '49 

Finonce 

42 

4 

GULF  STATES  UTILITIES 

E.  LINN  DRAPER  JR. 

1700 

-44 

1100 

2/6/42 

n 

BA  '64/BS  65,  Rice 

PhD,  Cornell '70 

Technical 

13 

5 

n  ALLIBURTON 

THOMAS  H.  CRUIKSHANK  TX 

6900 

197 

4200 

11/3/31 

u 

BA,  Rice  '52 

U.  of  Tex.,  U.  of  Houston 

Finance/Legal 

22 

8 

HANCOCK  FABRICS 

MORRIS  O.JARVIS 

MS 

387 

28 

490 

11/20/40 

MS 

Ky  Mortuary  Science 

Marketing 

23 

4 

HANDLEMAN 

STEPHEN  STROME 

Ml 

703 

23 

528 

6/20/45 

MA 

BA,  Hillsdale '67 

MBA,  Woyne  Stole  68 

Soles/Adm 

13 

0 

HANNA  (M.A.) 

MARTIN  D.  WALKER 

OH 

1100 

56 

673 

6/25/32 

IN 

BS,  GMI  '54 

MBA,  Mich,  Slate  '70 

Production 

5 

5 

HANNAFORD  BROTHERS 

JAMES  LEANDER  MOODY  JR.  ME 

1700 

42 

854 

11/23/31 

NH 

AB,  Bales '53 

Mklg/Finonce 

32 

19 

HANOVER  INSURANCE 

WILLIAM  J.  O'BRIEN 

MA 

1700 

53 

609 

11/18/32 

NY 

BS  Fordhom  54 

Selon  Hall 

Insurance 

20 

12 

HARLAND  (JOHN  H.) 

ROBERT  R.  WOODSON 

GA 

371 

57 

843 

4/18/32 

GA 

BS,  U,  of  Go. '58 

Finance 

27 

1 

HARLEY-DAVIDSON 

RICHARD  F.TEERLINK 

Wl 

865 

38 

918 

10/12/36 

IL 

BS,  Brodley  '61 

MBA,  U.  ofChicogo  '76 

Finonce 

10 

3 

HARNISCHFEGER  INDUSTRIES 

WILLIAM  W.  G0ES5EL 

Wl 

1800 

70 

625 

10/24/27 

Wl 

BA  Carthage '50 

Production 

9 

6 

II  A  n n If 

HARRIS 

JOHN  THOMAS  HARTLEY 

FL 

3100 

131 

924 

3/4/30 

Ft 

BS  '51,/BSE[ '55,  Auburn 

Auburn 

Technicol 

35 

5 

HARSCO 

MALCOLM  W.  GAMBILL 

PA 

1800 

73 

769 

6/9/30 

NC 

BE^Ie'53 

Production 

36 

4 



HARTFORD  STEAM  BOILER  INSPECT. 

WILSON  WILDE 

n 

562 

79 

1100 

9/24/27 

n 

AB,  Willioms  49 

Insuronce 

38 

20 

HASBRO 

AUN  G.  HASSENFELD 

Rl 

1500 

89 

1500 

11/16/48 

Rl 

8A,U  ofPo.  '70 

Production 

21 

2 

HAWAIIAN  ELECTRIC  INDUSTRIES 

ROBERT  F.  CLARKE 

HI 

1000 

51 

794 

4/13/42 

CA 

BA,  Col/Berkeley '65 

MBA,  Col/Berkeley  '66 

Finonce 

5 

1 

HEALTH  CARE  PROPERTY  INVESTORS 

KENNETH  B.  ROATH 

CA 

72 

23 

455 

12/17/35 

CA 

BS,  Son  Diego  Stole  '63 

Finance 

7 

7 

HEALTHCARE  COMPARE 

JAMES  C.  SMITH 

IL 

42 

6 

656 

2/28/41 

MA 

BA.  Northeastern  '63 

Marketing 

8 

8 

HEALTHSOUTH  REHABILITATION 

RICHARD  M.  SCRUSHY 

AL 

180 

13 

450 

Age  39 

AL 

Cerl.,  U  of  Alo,/ 
Birminghom  74 

Sales/Cp  dev 

2 

2 

HECHINGER 

JOHN  W.  HECHINGER  JR.  MD 

1400 

23 

539 

2/9/50 

DC 

BS,  Boston  U.  72 

Operations 

19 

2 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Megatop"  747  from  San  Francisco  to  Hong  Kong,  we've  never  forgotten  how  important  those  little 

A  great  vvav  to  tl\ 

things  can  be.  En  route,  enjoy  inflight  service  even  other  airlines  talk  about.  SIPGAPORE  AIRLIHES 
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HDO 

SALES 

PROFITS  MKT.VAL 

TENURE  0. 

COMPANY 

CEO 

LOC 

S  MIL 

SMIL 

SMIL 

BORN 

PLACE 

COLIEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  path  company 

CEO  TH 

UCII 1/1  MCYCDC 
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UUIIIIAM  hcDIICUA 
VVlLLIAM  UcKUbnA 

91 

If 

411 
tlj 

1  /in/^in 

1/  lU/  3U 

VA 
VA 

BS,  Va.  Commonwealth  75 
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22 

7  ^ 

UCIM7  /U  1  \ 
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PA 
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jOO 

iiAnn 
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22 

12  1 
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l77 

AH 

Ann 
ouu 
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Management 

10 

2 

UCUl  CV  /IDAIIP 

ncnLti  unUUr 

itiKnAcL  UAVIU  L/lnumAii 

nn 

l7UU 

— ini 

lUI 

333 
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LI 
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Monogement 

22 
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70 
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TM 
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ncK>nci  ruui/j 
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W  AllflllCT  UIIICMRPAMn 

IKJ 
111 

linn 

IIUU 

7A 

i7nn 
i/uu 

0  /IR /An 
7/  10/  4U 

IKI 

in 

DC  Cl   inconli'c  'AC 

Dj,  ji.  josepn  s  oj 

Mktg/Prodn 

31 

I 

PAPPAM  UIITAM 

fA 

linn 

IIUU 

in 
lid 

lonn 

l7UU 

in/91/97 
lU/  ZO/  // 

TY 
1 A 

Management 

40 

26  11 
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17 

4 

HUMANA 

DAVID  A.  JONES 

KY 

4900 

318 

5100 

8/7/31 

KY 

BS,  Louisville '54 

JD,  Yale  '60 

Entrepreneur 

30 

30  1 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

JAMES  KIRK  THOMPSON 

AR 

580 

30 

543 

7/28/53 

AR 

BSBA,U  ofArk  '78 

Finance 

18 

5 

HUNTINGTON  BANCSHARES 

f  RANK  G.  WOBST 

OH 

1300 

85 

1200 

11/14/33 

Germony  U.  olErlangen '55 

Masters,  Goettingen  '58 

Finonce/Bonk 

17 
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PA 
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0 
7 

INTEGRA  FINANCIAL 

WILLIAM  F.  ROEMER 

DA 

rA 

/4U 

9A 
ZD 

oU3 

0  /*)!  /10 
1/  L\/ ii 

ON 

BA,  Princeton  '55 

Banking 

22 

11 

INTEL 

ANDREWS.  GROVE 

CA 
LA 

lonn 

JjUU 

650 

10000 

0/9 /1A 
7/ Z/OO 

Hungary 

BS,  CCNY'60 

PhD,  Col/Berkeley '63 

Technicol 

23 

4 

INTERGRAPH 

JAMES  W.  MEADLOCK 

AL 

1000 

63 

943 

12/19/33 

NC 

BS,  N  C  State '56 

Technicol 

23 

2 

INTERNATIONAL  BUSINESS  MACHINES  JOHN  F.  AKERS 

NY 

69000 

6000 

55500 

12/28/34 

MA 

BS,  Yale  '56 

Mktg/Adm 

31 

7  2 

INTERNATIONAL  DAIRY  QUEEN 

MICHAEL  P.  SULLIVAN 

m 

282 

27 

472 

12/5/34 

MN 

BS,  Marquette  '56 

JD,  U.  of  Minn  '62 

Legal 

17 

4 

INTL.  FLAVORS  &  FRAGRANCES 


EUGENE  P.  GRISANTI 


NY     963    157    3200  10/24/29   NY        AB,  Holy  Cross '51 


LLB,  Boston  U.  '53; 
LLM,  Horvord '54 


Legal 


31  6 


INTERNATIONAL  GAME  TECHNOLOGY  CHARLES  N.  MATHEWSON 


NV     210    20     775    6/12/28  CA 


BS,  use '53 


Finance 


6  5 


INTERNATIONAL  MULTIFOODS 


ANTHONY  LUISO 


MN  2200     35      576     1/6/44   Italy  BS,lona'67 


MBA,  U  of  Chicago '82     Finonce/Prodn  5 


INTERNATIONAL  PAPER 


JOHN  A.  GEORGES 


NY  13000    569    7700    2/24/31  TX 


BS,U.oflll.'51 


MBA,  Drexel'S? 


Technical 


12  7 


INTERPUBLIC  GROUP 


PHILIP  HENRY  GEIER  JR. 


NY  1300 


1800  2/22/35 


A,  Colgate  '57 


MS,  Columbia  '58 


Marketing       33  12 


IOWA-ILLINOIS  GAS  &  ELEGRIC 


STANLEY  J.  BRIGHT 


lA     485     55     678    4/21/40  NY 


BBA,  Geo.  Washington  '63 


Finonce 


5  0 


IPAICO  ENTERPRISES 


JOHN  RAYMOND  HODOWAL 


IN      611  102 


2/16/45  OH 


BS,  Purdue '66 


JD,  Indiana  '70 


Fin/ Legal 


23  2 


ITEl 


SAMUEL  ZELl 


IL    2000  -33     600    9/28/41  IL 


BS,  U.  of  Mich, '63 


JD,U  ofMich  '66 


Real  estole 


7  6 


in 


RAND  V.  ARASKOG 


NY  20600   1100    6900   10/30/31   MN       BS,  U  S  Mil  Acad. '53  Harvard 


Mktg/Prodn     25   12  ; 


IVAX 


PHILLIP  FROST 


FL  142 


1000    11/11/36  PA 


,U.  of  Pa. '57 


MD,  Albert  Einstein  '61  Technical 


4  4 


iACOBS  ENGINEERING  GROUP 


JOSEPH  J.  JACOBS 


CA     882     14     620    6/13/16   NY        BS,  Polytechnic  U. '37 


MS  '39/PhD'42, 
Polytechnic 


Technicol 


44  17 


JAMES  RIVER  CORP.  OF  VIRGINIA      ROBERT  C.  VI/ILLIAMS 


VA    5400     78    1900    1/24/30  OH 


ME,  U.  of  Cincinnati '53     MBA,  Xavier '57 


Technical 


32  1 


JEFFERSON-PILOT 


WILLIAM  ROGER  SOLES 


NC    1200    158     1700    9/16/20  NC 


BS,U.ofN.C.'47 


Finance 


45  24 


JOHNSON  &  JOHNSON 


RALPH  S.  LARSEN 


NJ    11200   1100  30900    11/19/38  NY 


BS,  Hofstro  '62 


Prodn/Mktg     29  2 


JOHNSON  CONTROLS 


JAMES  H.  KEYES 


4500     92     1300     9/2/40  Wl        BS,  Marquette '62 


MBA,  Northwestern  '63  Finance 


25  4 


JOSTENS 


H.  WILLIAM  LURTON 


MN    788     60    1400    9/18/29  0 


BA,  Principia  '51 


Ops/Soles      36  20 


JWP 


ANDREW  T.  DWYER 


NY   2800     59     668    7/15/48  NJ 


BA,  Yale  '71 


JD,  N  Y  Low '74 


Legol/Mgmt     15  4 
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NORTHEASTERN  UNIVERSITY'S 

COLLEGE  OF  BUSINESS 

GAVE  TOP  MARKS  TO 

HYUNDAI  PCs 


THERE'S  A  LESSON  TO  BE  LEARNED  HERE 


ool  devoted  to  the  business  of  under- 
ling business  is  liardly  one  to  make  ill- 
Tied  decisions.  Indeed,  they  can  be 
ed  to  analyze  price-performance 
tions  from  every  possible  angle, 
^undai'  passed  the  College  of  Busi- 
critical  testing  vjitfn  honors.  So  much 
at  the  college  installed  Hyundai  sys- 
for  many  of  their  administrators  and 
ty  members  to  use  for  word-process- 
preadsheets  and  statistical  analysis, 
/undai  has  the  broadest  line  of  PC- 
)atible  computers  and  peripherals 
ible.  From  powerful  desktop  machines 
i  latest  portable  technology  All  com- 
/ely  priced.  All  with  an  IS-month  war- 
,  And  all  available  from  a  first-class, 
nwide  network  of  dealers,  who  also 
le  comprehensive  product  support,  in- 
ig  a  24-hour  "Service-on-Site"  option, 
wisdom  is  the  ability  to  learn  from  the 
rience  of  others,  then  benefit  from 
isights  of  Northeastern  University's 
ge  of  Business  Administration,  and 
se  Hyundai. 

/undai  Electronics  America,  166 
ointe  Parkway,  San  Jose,  CA  95134. 


Tf 
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A.  DRUE  JENNINGS 

MU 

/Ol 

IUj 

i'3nn 

in  11 J  AL 
lU/  //4o 

l/C 

DC  II  ..f  l/»«   '  LO 

ti,  U.  01  Kan.  60 

in  11  _ri/__  '70 

JU,  U,  ot  Kan.  11 

Legal 

18 

3 

KANSAS  CITY  SOUTHERN  INDUSTRIES  LANDON  HILl  ROWLAND 

MU 

jOj 

c /on  111 

Nt 

BA,  Darlmoulh  '59 

LLB,  Harvard  62 

Legal 

12 

5 

KANSAS  GAS  &  ELEGRIC 

WILSON  K.  CADMAN 

Kb 

JO/ 

LA 

64 

HOC 

0  /7  /n 

dA,  Wicnita  >iaie  51 

Marketing 

40 

11 

KANSAS  POWER  &  LIGHT 

JOHN  E.  HAYES  JR. 

l/UU 

OA 

006 

y/ii/il 

MO 

DC  D_.LL  ..t'Cn 

85,  Kockhucsl  59 

Administration 

2 

2 

KELLOGG 

WIIUAM  EDWARD  UMOTHE 

Ml 

conn 
3ZUU 

jUJ 

W/li/lb 

NY 

DA  c.  JL  _'cn 

BA,  tordham  5U 

Marketing 

41 

12  1 

KELLY  SERVICES 

TERENCE  E.  ADDERLEY 

Ml 
Ml 

IjUU 

71 
/I 

linn 

Q  /I  /"JO 

mi 
Ml 

DDA  II       W.rU  'CC 

ddA,  U.  01  MiCil.  55 

lADA  II       1A:«1.  'CZ 

MBA,  U.  ot  Mictl.  56 

Finance 

34 

24 

KEMPER 

JOSEPH  E.  LUECKE 

11 
IL 

/7UU 

n 

\L 

Knn 

0 /Oi /77 

1/ lb/ 11 

PA 

DA  1  ..clu  'cn 
dA,  Labolle  5U 

Insurance 

40 

12 

junn  1.  riLVViun 

VV 
KT 

007 

ill 

7  /OQ  /on 
1 1  111 

DC  lA/..ri«r..  1/..  'CO 

05,  Western  Ky  5z 

Finance 

34 

4 

KFRR-MrRFF 

FRANK  A.  McPHERSON 

UK 

■Jinn 

omn 

A  /OO  /OO 

4/  li/  ii 

UK 

DC  ni.l..  Ct^t.,  'C7 

o5,  Ukla  5lale  5/ 



Ops/Mgmt 

35 

8 

KEYCORP 

VICTOR  J.  RILEY  JR. 

MV 

Hi 

loUU 

Id  D 

lonn 

0  /OQ  /Ol 

uv 
NT 

DA  Mni...  n.m»  'CO 

BA,  Notre  Uome  5J 

Finonce 

28 

18  1 

KEYSTONE  INTERNATIONAL 

RAYMOND  ALBERT  UBLANC 

TV 

44o 

44 

1100 

3/1/30 

NY 

BSCE,  U.  ol  Detroit '55 

U,  of  Detroit 

Marketing 

35 

6 

KIMBALL  INTERNATIONAL 

DOUGLAS  A.  HABIG 

IN 

613 

43 

439 

9/13/46 

KY 

BS,  St.  Louis  '68 

MBA,  Indiana  '72 

Finance 

16 

1 

KIMBERLY-CLARK 

DARWIN  E.  SMITH 

TX 

6400 

432 

7700 

4/16/26 

IN 

BS,  Indiano  '50 

LLB,  Harvard  '55 

Finonce/Adm 

33 

20  1 

KING  WORLD  PRODUGIONS 

MICHAEL  GORDON  KING 

CA 

454 

84 

1100 

3/8/48 

NJ 

BA,  fairleigh  Dickinson  '71 

Mktg/Soles 

9 

7  1 

KMART 

JOSEPH  E.  ANTONINI 

Ml 

32300 

756 

9100 

7/13/41 

WV 

BS,U  ofW  Vo.'64 

Marketing 

28 

4 

EXECUTIVE  TO  WATCH 

Br 

►  His  discounter  is  in  the  midst  of  a  massive  $2.3  billion  store-modernization  campaign. 
Wants  the  2,349  outlets  to  match  Wal-Mart's  or  Target's  contemporary  look.  Recently 
announced  plans  to  acquire  OfficeMax,  an  office-supply  chain  and  nice  addition  to  other 
specialty  holdings,  Waldenbooks  and  PayLess  Drug  Stores.  The  recession  smarts,  though. 
boost  Christmas  sales,  the  retailer  is  teaming  up  with  Walt  Disney  to  run  a  national 
sweepstakes. 

KNIGHT-RIDDER 

JAMES  KNOX  BAHEN 

FL 

2300 

149 

2700 

1/11/36 

VA 

BS,  Dovidson  '57 

MPA,  Princeton  '62 

Journolism 

34 

3 

KROGER 

JOSEPH  A.  PICHLER 

OH  20300 

83 

1500 

10/3/39 

MO 

B6A,  Notre  Dome  '61 

MBA  '63/PhD  '66, 
U,  of  Chicago 

Acodemio/Ops 

11 

1 

a 

&1AFARGE 

ROBERT  W.MURDOCH 

VA 

1600 

50 

812 

3/3/42 

Australia 

BA,  U.  ol  Brit  Col, '64 

LLB,  U.  of  Toronto '67 

Production 

24 

3 

LANCE 

JOHN  WILLIAM  DISHER 

NC 

446 

46 

688 

7/16/33 

NC 

BBA,  Wake  Forest '59 

Finance 

32 

3 

LAWSON  PRODUCTS 

BERNARD  KALISH 

IL 

186 

23 

414 

8/2/37 

11 

DePaul 

Distribution 

36 

2 

LAWTER  INTERNATIONAL 

DANIEL  TERRA 

11 

150 

23 

479 

6/9/11 

PA 

BS,  Penn  State  '31 

Entrepreneur 

51 

33 

LEE  ENTERPRISES 

RICHARD  D.  GOmiEB 

lA 

274 

43 

550 

6/12/42 

lA 

BS,U.ofAriz.'64 

Administration 

27 

0 

LEGENT 

JOE  M.  HENSON 

VA 

170 

33 

616 

7/11/33 

AR 

BS,U.ofArk  '54 

Marketing 

2 

2 

LEGGETT  &  PLAH 

HARRY  M.  CORNELL  JR. 

MO 

1100 

29 

591 

10/5/28 

Sumatra 

BS,  U.  of  Mo '50 

Marketing 

41 

32 

LESLIE  FAY 

JOHN  J.  POMERANTZ 

NY 

859 

29 

403 

7/4/33 

NY 

BS,  Whor1on'55 

Marketing 

21 

5 

LG&E  ENERGY 

ROGER  W.  HALE 

KY 

699 

83 

946 

7/16/43 

MD 

BA,U.olMd,'65 

MS,  MIT  '79 

Morketing/Ops 

2 

2 

LILLY  (ELI) 

VAUGHN  D.  BRYSON 

IN 

5200 

1100 

24600 

5/25/38 

NC 

BS,U.olN,C.'60 

Marketing 

30 

0 

LIMITED  (THE) 

LESLIE  H.  WEXNER 

OH 

5400 

398 

10400 

9/8/37 

OH 

BS,  Ohio  State '59 

Ohio  Slate 

Mktg/Finonce 

28 

28 

LIN  BROADCASTING 

CRAIG  0.  McCAW 

NY 

378 

-223 

3800 

8/11/49 

VifA 

BA,  Stanford  '73 

Management 

2 

2 

LINCOLN  NATIONAL 

IAN  McKENZIE  ROLLAND 

IN 

8500 

191 

2100 

6/3/33 

IN 

BA,  DePauw'55 

MA,  U,  ol  Mich. '56 

Fin/lnsuronee 

35 

14 

LINEAR  TECHNOLOGY 

ROBERT  H.  SWANSON  JR. 

a 

76 

11 

442 

8/9/38 

MA 

BS,  Nonheostern  '63 

U  of  Son  Francisco 

Technicol 

10 

10 

LITTON  INDUSTRIES 

ORION  L.  HOCH 

(A 

5200 

179 

1900 

12/21/28 

PA 

BS,  Cornegie-Mellon  '52 

MS,  UCLA '54; 
PhD,  Stonford  '57 

Technicol/Ops 

34 

5 

LIZ  CLAIBORNE 

JEROME  A.  CHAZEN 

NY 

1700 

206 

3700 

3/21/27 

NY 

BA,  U.  of  Wis, '48 

MBA,  Columbia  '50 

Morketing 

14 

2 

LOCKHEED 

DANIEL  M.  TELLEP 

CA 

10000 

335 

2700 

11/20/31 

PA 

BS,  Cal/Berkeley  '54 

MS,  Cal/Berkeley '55 

Technicol 

36 

3 

LOCTITE 

KENNETH  W.  BUTTERWORTH 

0 

510 

61 

1500 

8/9/25 

Auslrolia  85,  Sydney  Tech '55 

Marketing 

16 

7 

LOEWS 

PRESTON  ROBERT  TISCH 

NY 

12300 

805 

7200 

4/29/26 

NY 

BA,U,olMich.'48 

Operations 

32 

4 

LONG  ISLAND  LIGHTING 

WILLIAM  J.  CATACOSINOS 

NY 

2400 

320 

2700 

4/12/30 

NY 

BS,  NYU  '51 

MBA  '52/PhD  '62,  NYU 

Administration 

8 

8 

LONGS  DRUG  STORES 

ROBERT  MERRILL  LONG 

U 

2300 

60 

776 

5/19/38 

a 

BA,  Cloremont  Men's  '60 

Morketing 

30 

14 

LONGVIEW  FIBRE 

RICHARD  PETER  WOLLENBERG 

WA 

685 

61 

724 

8/1/15 

AK 

BS,  Cal/Berkeley  '36 

MBA,  Harvard  '38 

Tech/finance 

52 

14 

LORAL 

BERNARD  L  SCHWARTZ 

NY 

2100 

90 

1100 

12/13/25 

NY 

BBA,  CCNY'48 

Finance 

19 

19 

LOTUS  DEVELOPMENT 

JIM  P.  MANZI 

MA 

685 

23 

1700 

12/22/51 

NY 

BA,  Colgate  '73 

MA,  Tufts  '79 

Marketing 

8 

7 

LUUI)IAnA  Lf\nV  &  CArLUKAilUn 

A   lEIf^UTnU  CTFVAJAPn 
1.  LtluniUri  ^ICWAKu 

LA 

859 

55 

1100 

12/1/34 

n 

BS,  SMU  '58 

MS,  SMU  '60 

Ops/Technical 

9 

3 

LOUISIANA-PACIFIC 

HARRY  A.  MERIO 

OR 

1800 

91 

1600 

3/5/25 

a 

BS,  Cal/Berkeley  '49 

Col/Berkeley 

Mktg/Prodn 

24 

19 

LOWE'S 

LEONARD  GRAY  HERRING 

NC 

2800 

71 

1300 

6/18/27 

NC 

BS,U.olN.C  '48 

Finonce 

36 

13 

LUBRIZOL 

LESTER  E.  COLEMAN 

OH 

1500 

190 

1600 

11/6/30 

OH 

BS,U,ol  Akron '52 

MS'53/PhD'55,U,ollll, 

Reseorch 

36 

13 

LUBY'S  CAFETERIAS 

RALPH  ERBEN 

TX 

328 

32 

500 

2/8/31 

TX 

BS,  Baylor  '54 

Monogement 

32 

2 

LUKENS 

W.  R.  WILSON 

PA 

684 

44 

422 

4/29/27 

MD 

BS,U,olMd,'49 

MBA,U  of  Chicago '70 

Production 

11 

10  1 

LYONDELL  PETROCHEMICAL 

BOB  G.  GOWER 

TK 

6500 

356 

1800 

8/14/37 

11 

BS'58/MS'60,  So,  III 

PhD,  U  of  Minn. '63 

ReseorehAech 

28 

3l 

Magma  power 

ANDREW  W.  HOCH 

CA 

77 

30 

616 

6/21/23 

NY 

BS, Stevens  Tech  '45 

Production 

11 

0 

MANOR  CARE 

STEWART  W.  BAINUM  JR. 

MD 

815 

32 

886 

3/25/46 

MD 

BA,  Pacific  Union  '68 

MBA,UCU'70 

Management 

18 

5 
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TtHECORPORAI 


Position  On 


FAX-L3300 


For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class™  700  Series  features  our  exclusive 
UHQ™  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing 
a  plain  paper  fax  easy.  If  you  raSSSSB 
call  1-800-OK-CANON,  we'll  SolWm 
mail  you  a  Decision  Maker's  mK^w^tS 
Kit  designed  to  help  you  f^B^S 
find  the  perfect  Canon  fax  4aEllEjff 
for  your  needs.  ^^^^^^ 

Or,  if  you  want  product  informa- 
tion faster,  we'll  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  you're  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


Canoii 


FAX-L780 

FAX-L760  ^  FAX-A501 

FAX-L770 

Enjoy  easy  extended  paymenls  with  the  Canon  Credit  Card.  Ask  lor  details  at  participating  Canon  dealers  and  retailers.  Available  only  In  U.S. 


THE  CORPORATE  ELITE 


COMPANY 


CEO 


HDQ  SAIES  PROFITS  MKT  VAl 
toe     5  Mil     SMIl  SMIl 


COtlEGt  EDUCATION 


CAREEKPATH    COMPANY  CEO  THO 


MANUFAGURERS  NATIONAL 


GERALD  V.  MacDONALD 


Ml    1200    108     1100  10/30/38  Ml 


BA,  U.  of  Mich. '60 


Banking 


MAPCO 


JAMES  E.  BARNES 


OK    2700    130     1500     3/2/34  OK 


BS,  Okio  Slate '57 


Technical 


16' 


IWARION  MERRELL  DOW 


JOSEPH  G.  TEMPLE  JR. 


MO  2500    487    9200   8/29/29  IL 


BS,  Putdue  '51 


Sales/Mktg 


2    2  14 


MARRIOTT 


JOHN  WlliARDMARRIOnjR.      DC    7600     47     1700    3/25/32  DC 


BS,U  ofUlah'54 


Operations      35  19  7 


MARSH  &  McLENNAN 


FRANK  J.  TASCO 


NY    2700    304    5600    8/18/27  NY 


BA,  NYU  '49 


Insurance 


37    6  15 


MARSHALL  &  ILSLEY 


JOHN  A.  PUELICHER 


Wl     833     71     920    11/4/20  Wl 


BA,U.ofWis.  '43 


Finance 


53  10 


MARTIN  MARIEHA 


NORMAN  R.  AUGUSTINE 


MD    6100    328    2600    7/27/35  CO 


BS,  Princeton  '57 


MS,  Princeton  '59 


Technical 


14    4  IT 


MASCO 


RICHARD  A.  MANOOGIAN 


Ml    3200    139    3500    7/30/36  NJ 


BA,  Yale  '58 


Manogement    33  23  IT 


MAHEL 


JOHN  W.  AMERMAN 


CA    1500     91     1300    1/28/32  NJ 


BA,  Dartmouth  '53 


MBA,  Amos  Tuck '54 


Marketing 


MAXUS  ENERGY 


CHARLES  L.  BLACKBURN 


TX     685      7     981     1/9/28  OK 


BS,  a  o[Okla.'52 


Technical 


5    5  ii 


MAY  DEPARTMENT  STORES 


DAVID  C.  FARRELL 


MO  10100    500    7400    6/14/33  IL 


BA,Antioch'56 


Marketing 


35  12  15^ 


MAYTAG 


DANIEL  J.  KRUMM 


lA     3100     99    1500  10/15/26  lA 


BA,  U  of  lowo  '50 


Marketing      39  18 


MBIA 


WILLIAM  0.  BAILEY 


NY     224    127    1400     7/1/26  NY 


BA,  Danmouth  '47 


MBA,  Wharton  '49 


Ins/Mgmt 


5    5  7i 


McCAW  CELLULAR  COMMUNICATIONS  CRAIG  0.  McCAW 


WA    1000    371     5100    8/11/49  WA 


BA,  Stanford  '73 


Management    22    6  2: 


McCLATCHY  NEWSPAPERS 


ERWIN  REA  pons 


CA     421     26     573   4/20/32  NC 


,U.  ofN  C.'54 


Journalism 


16    2  6i 


Mccormick 


CHARLES  p.  Mccormick  jr. 


MD    1300     69     1800    5/29/28  MD       Johns  Hopkins,  Duke 


Sales/Cpdev    43    5  9! 


McDERMOn  INTERNATIONAL 


ROBERT  EDWARD  HOWSON 


LA  3100 


876    8/27/31  LA 


BS,  lo.  Tech  '53 


MS,  Tulone  '61 


Technicol 


34    3  6i 


MCDONALD'S 


MICHAEL  R.  OUINLAN 


IL    6600    802    11700  12/9/44 


BS,  Loyola  '67 


MBA,  Loyolo  '70 


Production      28    5  12i 


McDonnell  douglas 


JOHN  FINNEY  McDONNELL 


MO  16200    275     2100    3/18/38  MD        BS,  Princeton '60  MS,  Princeton '62  Tech/Finonte    29    4  5l 

EXECUTIVE  TO  WATCH 

►  His  cJefense  programs— the  F-15,  Apache  helicopter,  and  Harrier  jump-jet— are  all  schedule 
for  deep  production  cuts  or  termination  by  1 994.  So  the  soft-spoken  son  of  the  founder  is 
banking  on  growth  from  the  company's  commercial-aviation  business.  Despite  snags,  his  MD 
1  1  widebody  jet  shows  promise.  But  he  faces  brutal  rivalry  from  No.  1  Boeing  and  from 
Airbus  Industrie,  bankrolled  by  European  governments. 


McGRAW-HILL 

JOSEPH  L.  DIONNE 

NY 

1900 

172 

2700 

6/29/33 

Al 

BA  '55/MS  '57,  Hofstro 

EdD,  Columbia '65 

Educ/Publish 

25 

8  10 

MCI  COMMUNICATIONS 

WILLIAM  G.  McGOWAN 

DC 

7700 

299 

7400 

12/10/27 

PA 

BS,  Kings  Coll. '52 

MBA,  Harvard  '54 

Finonce 

23 

23  14 

McKESSON 

ALAN  SEELENFREUND 

CA 

8400 

105 

1400 

10/22/36 

NY 

BA,  Cornell  '59 

MS,  Cornell  '60, 
PhD,  Stonford  '67 

Finance 

16 

2  f 

MCN 

ALFRED  R.  GLANCY  III 

Ml 

1200 

34 

492 

3/14/38 

Ml 

AB,  Princeton  '60 

MBA,  Harvard  '62 

Finonce/Mktg 

29 

8  ! 

MDU  RESOURCES  GROUP 

JOHN  A.  SCHUCHART 

ND 

329 

28 

413 

11/13/29 

NE 

BS,  Nebrosko/Omoha  '50 

Finance 

16 

11  ■ 

MEAD 

8URNELL  R.  ROBERTS 

OH 

4800 

106 

2000 

5/6/27 

Wl 

BBA,U,ofWis.'50 

MBA,  Harvard  '57 

Finance 

25 

9 

MEASUREX 

DAVID  A.  BOSSEN 

a 

266 

23 

385 

1/9/27 

lA 

BS,  MIT '51 

Technical 

24 

24  f 

MEDCO  CONTAINMENT  SERVICES 

MARTIN  J.  WYGOD 

NJ 

1343 

58 

3400 

2/1/40 

NY 

BS,  NYU  '61 

Finonce 

14 

8  ! 

MEDIA  GENERAL 

JOHN  STEWART  BRYAN  III 

VA 

614 

25 

537 

5/4/38 

VA 

BA,U  ofVa,'60 

Journolism 

26 

1  t 

MEDICAL  CARE  INTERNATIONAL 

DONALD  E.  STEEN 

TX 

233 

29 

1200 

11/15/46 

NY 

BS,U.ofMo.'68 

MS,  St.  Louis  '73 

Finonce 

10 

10  ! 

MEDITRUST 

ABRAHAM  D.  GOSMAN 

MA 

89 

29 

581 

12/8/28 

MA 

BS,  U.  of  N.H.'49 

Healthcare 

6 

6 

MEDTRONIC 

WILLIAM  W.  GEORGE 

MN 

1000 

133 

4000 

9/14/42 

Ml 

BS,  Go.  Tech  '64 

MBA,  Harvard  '66 

Technical 

2 

0  ' 

MELLON  BANK 

FRANK  V.  CAHOUET 

PA 

3500 

174 

1700 

5/25/32 

MA 

AB,  Horvord  '54 

MBA,  Whorton '59 

Bonking/Adm 

4 

4  1 

MELVILLE 

STANLEY  P.  GOLDSTEIN 

NY 

8700 

385 

4900 

6/5/34 

Rl 

BS,  Wharton '55 

Marketing 

22 

5  1 

MENTOR  GRAPHICS 

THOMAS  H.  BRUGGERE 

OR 

435 

24 

603 

2/18/46 

CA 

BS,  Cal/Sonto  Borboro  '68 

MS,  U  of  Wis. '72; 
MBA,  Pepperdine  '75 

Technical 

10 

10 

MERCANTILE  BANCORPORATION 

THOMAS  H.  JACOBSEN 

MO 

757 

57 

622 

10/15/39 

11 

BS,  Loke  Forest  '63 

MBA,  U.  of  Chicago  '68 

Banking 

3 

3 

MERCANTILE  BANKSHARES 

HENRY  FURLONG  BALDWIN 

MD 

495 

69 

777 

1/15/32 

MD 

AB,  Princeton  '54 

Finance 

35 

15 

MERCANTILE  STORES 

DAVID  R.  HUHN 

OH 

2400 

124 

1500 

10/18/37 

OH 

BS,  Xovier'59 

Marketing 

32 

2  1 

MERCK 

P.  ROY  VAGELOS 

NJ 

7700 

1800 

49000 

10/8/29 

NJ 

AB,U  ofPo.'SO 

MD,  Columbio  P&S'54 

Research 

16 

6  21 

MERCURY  FINANCE 

JOHN  N.  6RINCAT 

IL 

95 

23 

781 

4/7/36 

NY 

Finonce 

8 

8 

MEREDITH 

JACK  D.  REHM 

lA 

735 

-1 

437 

10/10/32 

NY 

BS,  Holy  Cross '54 

Marketing 

29 

3 

MERIDIAN  BANCORP 

SAMUEL  A.  McCULLOUGH 

PA 

1300 

48 

806 

11/10/38 

PA 

BS,  U.  of  Pittsburgh '60 

Finance 

16 

13 

MERRILL  LYNCH 

WILLIAM  A.  SCHREYER 

NY 

11200 

192 

4300 

1/13/28 

PA 

BS,  Penn  State  '48 

Management 

43 

7  1 

MERRY-GO-ROUND  ENTERPRISES 

MICHAEL  DENNIS  SULLIVAN 

MD 

628 

37 

759 

11/15/39 

IL 

BS,  loyolo  '61 

Finance 

17 

METRO  MOBILE  CTS 

GEORGE  LYLE  LINDEMANN 

NY 

224 

-80 

1300 

3/26/36 

NY 

BS,  Whorton  '58 

Prodn/Ops 

12 

10 

MEYER  (FRED) 

ROBERT  G.  MILLER 

OR 

2500 

34 

497 

4/12/44 

MS 

Orange  Coast 

Marketing 

0 

0 

MICHIGAN  NATIONAL 

ROBERT  J.  MYLOD 

Ml 

1200 

48 

549 

11/21/39 

NY 

BA,  St.  John's '61 

Finance 

7 

7 

MICRON  TECHNOLOGY 

JOSEPH  L.  PARKINSON 

ID 

333 

5 

527 

8/6/45 

TX 

BA,  Columbia  '67 

JD,  Tulone  '71, 
ILM,  NYU  '72 

Legal 

13 

6  1 

MICROSOn 

WILLIAM  H.  GATES  III 

WA 

1843 

463 

14800 

10/28/55 

WA 

Harvard 

Technical 

16 

16 

MIDWEST  RESOURCES 

MARK  W.  PUTNEY 

lA 

894 

68 

994 

1/25/29 

lA 

BA,  U,  of  lowo  '51 

JD,  U.  of  lowo '57 

Legal 

19 

7 

MILLER  (HERMAN) 

RICHARD  H.  RUCH 

Ml 

865 

47 

452 

4/15/30 

IN 

BA,  Mich.  State '52 

finonce/Prodn 

36 

^ 

MILLIPORE 

JOHN  ALEXANDER  GILMARTIN 

MA 

703 

28 

1100 

3/29/42 

NJ 

BS,  Penn  State  '65 

MBA,  Horvord  '67 

Finance 

12 

5 

MINNESOTA  MINING  &  MFG. 

ALLEN  F.  JACOBSON 

MN 

13000 

1300 

19100 

10/7/26 

NE 

BS,  lowo  State  '47 

Prodn/Mgnt 

44 

6  1 

Wee,  I 
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ry,  information  technology  is  supposed  to 
ipany  free. 

sractice,  many  organizations  find  that 

;y  investments  increase  their  costs  with- 

jsing  their  productivity. 

;en  Consulting  can  help  keep  your  organi- 

t  of  this  dangerous  trap. 

jur  combination  of  business  and  technology 


Eeeek! 

skills,  we  can  offer  solutions  that  directly  link  your  Because  these  days,  a  company's  success 
inform.ation  systems  to  your  corporate  strategy.  may  depend  on  making  a  mouse  roar 

Which  means  your  entire  operation  can  feel  the 
productive  impact.  And  your  people  can  have  tools 
that  help  them  perform  more  effectively. 

It's  what  we  call  our  total  business  approach. 
And  it  works  so  well,  a  majority  of  the  Fortune  500 
have  called  upon  Andersen  Consulting. 

Where  we  go  from  herel 


Andersen 
Consulting 

ARTHUR  AN DFRSt  N  &  CO.,  S.C. 


THE 

CORPORATE  ELITE 

! 

HOC 

SALES 

PROEIIS 

MKT  VAL 

TENURE  , 

COMPANY 

CEO 

IOC 

S  MIL 

S  MIL 

S  MIL 

BORN 

PUCE 

r DAniiATt  CTiinv 

CAREER  PATH  COMPANY 

CEO  T 

MINNESOTA  POWER 

AREND  J.  SAND6ULTE 

MN 

477 

75 

845 

12/9/33 

lA 

BSEE  Iowa  Stole  '59 

MRA  II  nfMinn  'hf^ 

ITIUH,  U-  UI  ITIMIII.  UU 

Finonce 

27 

0 

MIRAGE  RESORTS 

STEPHEN  A  V/YNN 

NV 

909 

30 

417 

1/27/42 

CT 

RA  II  nfPn  '63 

Operotions 

19 

19 

MITCHELL  ENERGY  &  DEVELOPMENT 

GEORGE  P  MITCHELL 

791 

47 

919 

5/21/19 

TX 

BS,  Tex,  ASM  '40 

Technicol 

45 

32 

MOBIL 

ALLEN  E.  MURRAY 

VA 

57800 

1900 

27300 

3/5/29 

NY 

BS,  NYU  '56 

Finance 

39 

MOLEX 

FREDERICK  A.  KREHBIEL 

IL 

594 

62 

1700 

6/2/41 

IL 

BA  Loke  Forest '63 

(if^nr  fiotnufn  1  oiroctor 
ucUiyclUWil,  LcKcblcl 

Marketing 

27 

3 

MONSANTO 

RICHARD  J.  MAHONEY 

MO 

9000 

546 

9300 

1/30/34 

MA 

fiS  U  ofMn«  '55 

Mktg/Mgmt 

29 

3 

MONTANA  POWER 

W.  PAUL  SCHMECHEL 

MT 

450 

95 

1200 

6/26/27 

NO 

BS  Mont  State  '53 

Tech/Prodn 

38 

g 

MORGAN  (J.  P.) 

DENNIS  WEATHERSTONE 

NY 

10500 

775 

10500 

11/29/30 

EdQlond 

Northwestern  Poly 

Finonce 

45 

2 

MORGAN  STANLEY  GROUP 

RICHARD  B.  FISHER 

NY 

5900 

270 

3500 

7/21/36 

PA 

AB  Princeton  '57 

MRA  HnrvnrH  'hi 

ITIUH,  llUIVUlU  U£ 

Finonce 

29 

] 

MORRISON 

ERNEST  EUGENE  BISHOP  AL 

898 

23 

480 

5/5/30 

GA 

Retoiling 

44 

5 

MORRISON  KNUDSEN 

WILLIAM  J.  AGEE 

ID 

1600 

34 

565 

1/5/38 

ID 

BS,  U.  of  Idaho  '60 

MBA  Hnrvnril  '63 

Finonce/Mgmt 

3 

3 

MORTON  INTERNATIONAL 

CHARLES  STANLEY  LOCKE  IL 

1600 

135 

2700 

3/5/29 

MS 

BA,  U.  of  Miss.  '52 

MS  II  nlMi^<.  '55 

ITU,  U.  UI  IT1I>>.  JJ 

Finonce 

16 

]] 

MOTOROLA 

GEORGE  M.C.  FISHER 

IL 

10900 

499 

9000 

11/30/40 

IL 

BS,  U.  of  111. '62 

MS  '64/PhD  '66  Rrnwn 

iiij  UT/  1  iiu  UU,  HI  uivn 

Tech/Prodn 

15 

4 

MULTIMEDIA 

WALTER  E.  BARTLETT 

SC 

481 

49 

961 

2/23/28 

OH 

AB,  Bowling  Green  '49 

Soles/Mgmt 

16 

7 

MURPHY  OIL 

JACK  WRAY  McNUn 

AR 

2000 

102 

1600 

9/7/34 

AR 

BS,  Hording  '56 

MBA,  Columbia '57 

Finonce 

34 

4 

MYLAN  LABORATORIES 

ROY  Mcknight 

PA 

91 

33 

1000 

3/13/21 

PA 

BS,  Princeton  '42 

Technical 

16 

15 

Nacco  industries 

ALFRED  M.  RANKIN  JR. 

OH 

1400 

31 

423 

10/8/41 

OH 

BA  Ynle  '63 

in  Ynip  f\f\ 

Legal 

3 

0 

NALCO  CHEMICAL 

WORIEY  H.  CLARK 

IL 

1200 

131 

2200 

6/18/32 

VA 

BS  N  C  Slnte  '56 

1  louomnn.Unrcnnll 
V.ICVCIOIIU mOI  iMOII 

Soles 

32 

9 

national  city 

EDWARD  B.  BRANDON 

OH 

2700 

234 

2400 

9/15/31 

lA 

BS  Northwestern  '53 

MBA  Whnrtnn  '56 

lilUn,  TIIIUIIUII  JU 

Finonce/Bonk 

35 

4 

NATIONAL  FUEL  GAS 

BERNARD  JOSEPH  KENNEDY  NY 

892 

52 

729 

8/16/31 

NY 

BA  NioQQrQ  53 

ID  II  niMirh  '58 

JU,  U,  UI  IVIllll-  JU 

Legal 

33 

3 

NATIONAL  HEALTH  LABORATORIES 

ROBERT  EUGENE  DRAPER  U 

502 

83 

2200 

12/12/36 

NY 

N  Tex  Stole  Poce 

Mktg/Finonce 

20 

17 

NATIONAL  MEDICAL  ENTERPRISES 

RICHARD  KEITH  EAMER 

CA 

3900 

242 

3600 

2/13/28 

CA 

BS,  use  '55 

IIR  IISC'59 

LLU,  \J  J\.    J  7 

Legal/Health 

22 

22 

NATIONAL  SEMICONDUCTOR 

GILBERT  F.  AMELIO 

CA 

1700 

-150 

519 

3/1/43 

NY 

Gn  Tpfh  'h'^ 

u  J,  UU-  IClll .    \J  J 

IVlj,  UU,  Icll).  0/ 

Technical 

1 

0 

NATIONAL  SERVICE  INDUSTRIES 

SIDNEY  KIRSCHNER 

GA 

1600 

100 

1200 

12/24/34 

Conodo 

BS,  N.Mex.  Mines  '56 

Technical 

18 

4 

NAVISTAR  INTERNATIONAL 

JAMES  C.  COniNG 

IL 

3900 

-11 

782 

10/15/33 

MA 

BA,  Ohio  Stole '55 

Finance 

13 

4 

NBD  BANCORP 

CHARLES  THOMAS  FISHER  III  Ml 

2700 

275 

3000 

11/22/29 

Ml 

AB,  Georgetown  '51 

MBA,  Horvord  '53 

Finance 

33 

9 

NCH 

LESTER  A.  LEVY 

n 

678 

43 

571 

9/19/22 

TX 

U.  of  Tex. 

LLB,  U.  of  Tex. '43 

Legol 

45 

26 

NCNB 

HUGH  L.  McCOLL  JR. 

NC 

6700 

366 

4500 

6/18/35 

SC 

BS,  U.  ofN.C.'57 

Finonce/Bonk 

32 

8 

mt       ^  'J 

EXECUTIVE  TO  WATCH 

►The  superbanker  landed  a  deal  to  acquire  C&S/Sovran,  creating  a  regional  powerhouse 
with  roughly  $  11 6  billion  in  total  assets.  This  superregional  boasts  strong  middle-market 
lending  capabilities  and  dazzling  retail-bonking  operations.  C&S/Sovran's  extensive  branc 
network,  concentrated  in  Georgia  and  Virginia,  will  dovetail  nicely  with  his  bank's  strongh( 
in  North  Carolina  and  Florida.  The  ebullient,  hard-driving  boss  is  a  fourth-generation  banke 

NCR 

CHARLES  E.  EXIEY  JR. 

OH 

6300 

369 

7100 

12/14/29 

Ml 

BA,Wesleyon'52 

MBA,  Columbio  '54 

Finonce 

15 

8 

NEIMAN  MARCUS  GROUP 

RICHARD  ALAN  SMITH 

MA 

1700 

28 

550 

11/1/24 

MA 

BS,  Hofvord'46 

Monogement 

4 

4 

NERCO 

GERARD  K.  DRUMMOND  OR 

828 

80 

809 

10/9/37 

NY 

BS,  Cornell '59 

LLB,  Cornell  '63 

Legol 

15 

15 

NETWORK  SYSTEMS 

LYLE  D.  AITMAN 

MN 

164 

22 

488 

10/12/30 

KS 

BS,U.ofNeb  '52 

Marketing 

15 

10 

NEUTROGENA 

LLOYD  E.  COTSEN 

a 

210 

17 

619 

2/25/29 

MA 

AB,  Princeton  '50 

MBA,  Horvord  '57 

Morketing 

34 

9 

NEVADA  POWER 

CHARLES  ALBERT  LENZIE 

NV 

481 

25 

641 

9/5/37 

IL 

BS,  U.  of  111. '60 

Finonce 

17 

2 

NEW  FNCflAND  nFCTRir  ^Y^TFM 

JOHN  W.  ROWE 

MA 

1900 

273 

2000 

5/18/45 

Wl 

BS.U.ofWfis  '67 

JD,U,ofVI/is.'70 

Legal 

3 

3 

NFW  PLAN  RFALTY  TRII^T 

WILLIAM  NEWMAN 

NY 

54 

35 

794 

7/6/26 

NY 

BBA,  CCNY'47 

Finance 

49 

30 

NEW  YORK  STATE  ELECTRIC  &  GAS 

JAMES  ANDREW  CARRIGG  NY 

1500 

158 

1700 

4/17/33 

NY 

AAS,  Broome  CC  '58 

Management 

33 

3 

NEW  YORK  TIMES 

ARTHUR  OCHS  SULZBERGER  NY 

1800 

65 

1700 

2/5/26 

NY 

BA,  Columbia  '51 

Journalism 

40 

18 

NEWELL 

DANIEL  C.  FERGUSON 

IL 

1100 

101 

2500 

5/4/27 

IL 

BA,  Homilton  '48 

MBA,  Stanford  '50 

Production 

41 

25 

NEWMONT  GOLD 

GORDON  RAE  PARKER 

(0 

643 

142 

3700 

12/2/35 

S.  Afrlco 

BS'58/MS'59, 
Monlono  Mines 

MBA,  U.  of  Cope  Town '66  Technical 

32 

6 

NEWMONT  MINING 

GORDON  RAE  PARKER 

(0 

683 

168 

2400 

12/2/35 

S  Alrico 

BS  '58/MS  '59, 
Montana  Mines 

MBA,  U  of  Cope  Town  '66 

Technical 

32 

6 

WILLIAM  J.  DONLON 

NY 

3200 

83 

2200 

1/28/30 

NY 

BS,  Sieno'62 

Mktg/Mgmt 

43 

3 

NICOR 

RICHARD  G.  CLINE 

IL 

1500 

114 

1200 

2/17/35 

11 

BS,U.ollll  '57 

DePoul 

Marketing 

6 

6 

NIKE 

PHILIP  H.  KNIGHT 

OR 

2200 

243 

3700 

2/24/38 

OR 

BA,U,ofOre.'59 

MBA,  Stonford  '62 

Mktg/Prodn 

22 

22 

NlPSeO  INDIICTRIF^ 

EDMUND  ARMIN  SCHROER  IN 

1500 

138 

1500 

2/14/28 

IN 

BA,  Volporoiso  '49 

JD,  Northwestern  '52 

Legol 

15 

15 

ui  IMDIKTRIF^ 

i.  LANDiS  MARTIN 

n 

907 

94 

1000 

11/5/45 

NE 

BS,  Northwestern  '68 

JD,  Northwestern  '73 

Legal 

4 

4 

NORIF  AFFIIIATF^ 

nUDLC  HrflLIHICJ 

ROBERT  KELLEY 

OK 

223 

29 

673 

6/18/45 

OK 

BS,U.ofOI<lo  '73 

Finonce 

16 

5 

WILLIAM  PAUL  MADAR 

OH 

345 

29 

552 

11/3/39 

OH 

BS,  Purdue  '61 

MBA,  Stanford  '65 

Production 

6 

6 

NORDSTROM 

BRUCE  A.  NORDSTROM 

VilA 

2900 

116 

3900 

10/1/33 

WA 

BA,  U.  ofWosh.'56 

Marketing 

31 

14 

NORFOLK  SOUTHERN 

ARNOLD  BORDEN  McKINNON  VA 

4600 

556 

7400 

8/13/27 

NC 

AB,  Duke '50 

ILB,  Duke  '5! 

Finonce/Legol 

40 

5 

NORTHEAST  UTILITIES 

WILLIAM  B.  ELLIS 

0 

2600 

256 

2400 

7/4/40 

MS 

BS,  Carnegie-Mellon  '62 

PhU,U  ofMd.'66 

Tech/Finonce 

15 

8 

NORTHERN  STATES  POWER              JAMES  J.  HOWARD 

MN 

2100 

193 

2400 

7/1/35 

PA 

BBA,  U.  of  Pittsburgh  '57 

MS,  MIT '70 

Operolions 

5 

5 
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No  leading  brand  of 
SXcomputergivesyou  abigger  bundle 

of  extras  for  a  lower  list  price. 


Model  D}/SK-20c 

Inter  386SX,  20  MHz 

2  MB  memory,  32  KB  cache 

Super  VGA  graphics 

44,  89  and  130  MB 
hard  drive  options 

4  drive  bays 
2  serial  ports 
1  parallel  port 

mouse  port 

20  month  serx'ice  center 
or  6  month  on-site  H/arranty 

MS-DOS  5.0,  Mtcrosoff 
Windows,  and  Microsoft  Works 
are  included. 


Super  VGA  graphics.  32  KB  of  cache 
memory.  MS-DOS  5.0.  Microsoft 
Windows.  Microsoft  Works.  They  all 
come  bundled  with  the  Leading  Edge 
D3/SX-20C.  Which  means  you  won't 
have  to  spend  a  bundle  ot  extra 
money  (or  time)  just  getting  started. 
And  you'll  have  one  ot  the  fastest,  industry  can  make.  Because  no  one 

most  powerful  PCs  on  the  market.  else  has  the  backing  of  Daewoo.  A 


I  I  !  I  I  I  I  I  t-l.  ;f  1  111)  I  P"rT»-T 


A  20  MHz,  386SX  machine  with 


2  MB  of  memory  standard.  It's 


22-billion  dollar  company  that's 


made  Leading  Edge  the  leading 


an  offer  no  one  else  in  the    LEi!%,DIMG  EDCSE'  brand  in  price/performance. 


A  Daewoo  Telecom  Company 


(CaU  to  find  out  how  low.  1-800-874-3M0) 


LEADING      EDGE.      THE      LEADING      BRAND      IN  PRICE/PERFORMANCE 


Leading  Edge  Products,  Inc.,  117  Flanders  Road,  Westhorough,  MA  01581.  (508)  836-4800,  fax  (508)  836-4504 

I'lif  hiti'l  liisuic  1-0^0     ii  tnuli'niiirk  of  Intel  Corporation. 


THE  CORPORATE  ELITE 


(OMPANV 


CiO 


HDQ  SALES  PROFITS  MKI  m 
LOC     SMIL    SMIL  SMIL 


COLLEGE  fDUCAIION 


CAREER  PATH    COMPANY  CEO  IHO 


NORTHERN  TRUST 


DAVID  W.  FOX 


115     1600    8/29/31  IL 


BS,  Notre  Dame '53        MBA,  U  of  Chicago '58  Finonce 


36    2  711 


NORTHROP 


KENTKRESA 


CA    5500    210    1300   3/24/38   NY        BS,MIT'59  MS,  MIT '61  Tethnicol        16    2  II: 

EXECUTIVE  TO  WATCH 
►  Has  a  big  problem:  Congress  clipped  the  wings  of  his  B-2  Stealth  bomber  program.  It's  still 
olive,  but  barely.  The  $865  million  radar-eluding  plane  is  a  dazzling  piece  of  engineering,  bij 
if  defense  cutbacks  ground  the  B-2,  this  aircraft  maker  could  see  some  50%  of  total  revenues 
vanish.  Trying  to  build  up  positions  in  satellite  communications,  electronics,  and  tactical 
weapons— all  expected  to  be  growth  areas  during  the  1990s. 


NOKWtST 

1 1  nvn  DCTCD  muucnu 
LLUTU  rcIcK  JUHNbUN 

MN 

4100 

111 
III 

4100 

5/1/30 

MN 

OA   r...!..!  'CO 

BA,  larleion  52 

MBA,  Stanford  '54 

Finance 

7 

7 

13 

NUVACARc 

mUU  UAI  1  CTT  Cf^CTCD 

JUHN  HAUfcll  rU^IcK 

PA 

102 

12 

589 

5/12/42 

OH 

DC  iirir__,  ' L  c 

o!>,  Willioms  65 

MBA,  Amos  Tuck '67 

Venture  cop 

7 

7 

NOVELL 

KATMUNU  J.  nUUKUA 

UT 

498 

94 

9600 

6/19/24 

UT 

DC  II       [it^L  '  An 

Bi,  U-  or  Ulan  49 

Tech/Mktg 

8 

8 

NUCOR 

£   l/CUUCTU  lUCDCnU 

r.  KtnNcm  IVcKDUn 

NC 

1500 

lb 

1800 

9/18//i 

11 

DC  r  II  'AC 

Di,  Cornell  41) 

MS,  Purdue  '47 

Technicol 

29 

26 

sl 

NYNEX 

WILLIAM  C.  rcKuUbUN 

NY 

13600 

949 

15200 

in  /0£  /on 
10/26/ JO 

Ml 

ID    AIL'--  'CI 

AB,  Albion  52 

Technicol/Ops 

39 

2 

lOl 

Occidental  petroleum 

RAY  R.  IRANI 

a 

21700 

-1688 

7400 

1/15/35 

Lebonon 

BS,  Amencon(Lebanon) 

'53  PhD,  use  '57 

R&D 

8 

1 

2oi 

OGEL  communications 

DOUGLAS  C.  CHANCE 

a 

128 

18 

454 

2/20/42 

PA 

BS,  Princeton  '64 

MBA,  Stonford  '66 

Marketing 

1 

1 

office  depot 

DAVID  1.  FUENTE 

PL 

626 

10 

527 

9/10/45 

IL 

BS,  Purdue  '67 

MS,  Purdue  '69 

Marketing 

4 

4 

OGDEN 

R.  RICHARD  ABLON 

NY 

1600 

56 

870 

10/7/49 

NY 

BA,  Boston  U  '71 

Ops/Mofketing  20 

1 

T 

OGDEN  PROJEQS 

R.  RICHARD  ABLON 

NJ 

369 

36 

812 

10/7/49 

NY 

BA,  Boston  U,  '71 

Ops/Morketing  20 

1 

OHIO  casualty 

JOSEPH  LARUE  MARCUM 

OH 

1600 

84 

823 

7/2/23 

OH 

AB,  Antioch  '47 

MBA,  Miami  U.  (Ohio) '65  Marketing 

44 

3 

4 

AUIA  Cf\ICAU 

OHIO  tDliON 

IIICTIU  T   DA^CDC  ID 

JU>IIN  1.  KUutK}  JK. 

OH 

2200 

292 

3000 

8/4/29 

OH 

AB,  Princeton  '51 

JD,  U,  of  Mich.  '54 

Legal/Ops 

33 

12 

OKLAHOMA  GAS  &  ELECTRIC 

JAMES  G.  HARLOW  JR. 

OK 

1200 

139 

1600 

5/29/34 

OK 

BS,U,ofOkla.'57 

U,  of  Oklo, 

Finance 

31 

16 

1 

OLD  KENT  FINANCIAL 

JOHN  C.  CANEPA 

Ml 

870 

87 

872 

8/26/30 

MA 

AB,  Horvord '53 

MBA,  NYU  '60 

Finance 

19 

9 

OLD  REPUBLIC  INTERNATIONAL 

AIDO  CHARLES  ZUCARO 

IL 

1200 

105 

710 

4/2/39 

France 

BS,  Queens  '62 

Finonce 

15 

1 

' 

i 

OLIN 

JOHN  W.  JOHNSTONE  JR. 

a 

2600 

84 

1000 

11/19/32 

NY 

BA,  Hortwick  '54 

Morketing 

12 

4 

OMNICOM  GROUP 

BRUCE  CRAWFORD 

NY 

1200 

52 

850 

3/16/29 

MA 

BS,  Whorton  '52 

Advertising 

2 

2 

io! 

ORACLE  SYSTEMS 

LAWRENCE  JOSEPH  ELLISON 

CA 

971 

117 

1500 

8/17/44 

NY 

BS,  U.  of  Chicago  '65 

Technicol 

14 

14 

1 

ORANGE  &  ROCKLAND  UTILITIES 

JAMES  F.  SMITH 

NY 

559 

43 

486 

5/15/36 

MA 

BS,  Bentley  '56 

Finonce 

27 

12 

1 

OREGON  STEEL  MILLS 

THOMAS  B.  BOKIUND 

OR 

334 

28 

555 

4/13/39 

IN 

BS,  TriState  '67 

Production 

18 

6 

1 

ORYX  ENERGY 

ROBERT  P.  HAUPTFUHRER 

TX 

1900 

225 

2900 

12/31/31 

PA 

BA,  Princeton  '53 

MBA,  Horvord  '57 

Finonce/Ops 

34 

3 

OSHKOSH  B'GOSH 

CHARLES  F.  HYDE 

Wl 

323 

30 

496 

6/11/20 

NJ 

AB,  Wesleyon  '43 

Marketing 

43 

24 

OVERSEAS  SHIPHOLDING  GROUP 

MORTON  PETER  HYMAN 

NY 

394 

56 

669 

1/9/36 

NY 

BA,  Cornell  '56 

LLD,  Cornell  '59 

Legal 

22 

20 

OWENS-CORNING  FIBERGLAS 

MAX  0.  WEBER 

OH 

3100 

75 

1400 

10/30/29 

OK 

BS,  U,  of  Kon.  '51 

Morketing 

37 

1 

Paccar 

CHARLES  McGEE  PIGOTT 

WA 

2800 

64 

1600 

4/21/29 

WA 

BS,  Stanford  '51 

Tech/Prodn 

35 

24 

r 
ii: 

PACIFIC  ENTERPRISES 

JAMES  R.  UKROPINA 

CA 

6900 

-35 

2100 

9/10/37 

CA 

AB,  Stanford  '59 

MBA,  Stanford  '61, 
LLB,  use  '65 

Legol 

7 

2 

;| 

PACIFIC  GAS  &  ELECTRIC 

RICHARD  A.  CLARKE 

a 

9500 

987 

11500 

5/18/30 

CA 

AB,  Cal/Berkeley  '52 

JD,U,ofColif,'55 

Legal 

36 

5 

1 

PACIFIC  TELECOM 

CHARLES  E.  ROBINSON 

WA 

638 

95 

1100 

12/3/33 

AR 

Operolions 

31 

6 

PACIFIC  TELESIS  GROUP 

SAM  GINN 

CA 

9700 

1000 

17100 

4/3/37 

AL 

BS,  Auburn '59 

Technical 

31 

3 

PACIFICORP 

ALFRED  M.  GLEASON 

OR 

3800 

474 

6000 

4/4/30 

KS 

U  of  Ore. 

Finonce/Adm 

42 

3 

PAINEWEBBER  GROUP 

DONALD  B.  MARRON 

NY 

3000 

-57 

616 

7/21/34 

NY 

Boruch 

Finonce 

26 

11 

< 

PALL 

MAURICE  G.  HARDY 

NY 

564 

66 

2300 

5/23/30 

England 

BME,  Merchant  Ventures 

'49 

Technical 

31 

2 

PANHANDLE  EASTERN 

DENNIS  R.  HENDRIX 

TX 

3000 

-233 

1200 

1/8/40 

TN 

BS,  U.  ofTenn.  '62 

MBA,  Go,  State '67 

Finance 

1 

1 

PARAMETRIC  TECHNOLOGY 

STEVEN  C.  WALSKt 

MA 

45 

10 

433 

3/26/52 

NM 

BA,  Princeton  '74 

MBA,  Harvard  '78 

Monogemenl 

5 

5 

w 

PARAMOUNT  COMMUNICATIONS 

MARTIN  S.  DAVIS 

NY 

3900 

259 

4500 

2/5/27 

NY 

CCNY  NYU 

Mktg/Ops 

34 

9 

PARKER  DRILLING 

ROBERT  lEE  PARKER 

OK 

109 

-19 

395 

7/16/23 

OK 

BS,  U,  of  Tex,  '44 

Technicol/Ops 

47 

37 

IK 

PARKER  HANNIFIN 

PAUL  G.  SCHLOEMER 

OH 

2500 

110 

1200 

7/29/28 

OH 

BS,  U.  of  Cineinnoti  '51 

MBA,  Ohio  State  '55 

Tech/Prodn 

34 

8 

—  ^ 

PENN  CENTRAL 

CARL  HENRY  LINDNER 

OH 

2200 

98 

1300 

4/22/19 

OH 

Finonce 

9 

5 

tSf 

PENNEY  (J.C.) 

WILLIAM  R.  HOWELL 

TX 

17400 

577 

6000 

1/3/36 

OK 

BBA,U.ofOklo  '58 

Marketing 

33 

8 

tit. 

PENNSYLVANIA  POWER  &  LIGHT 

JOHN  T.  KAUFFMAN 

PA 

2400 

344 

3600 

8/17/26 

NJ 

BS,  Purdue  '50 

Technical 

41 

1 

PENNZOIL 

JAMES  LEONARD  PATE 

TX 

2200 

94 

2700 

9/6/35 

IL 

AB,  Monmouth  '63 

MBA,  Indiana  '64 

Finance 

15 

2 

- 

PEOPLES  ENERGY 

RICHARD  EDWARD  TERRY 

IL 

1200 

70 

847 

7/7/37 

Wl 

BA,  St,  Norbert  '59 

LLB,U  ofWis  '64 

Legal 

19 

1 

PEP  BOYS-MANNY,  MOE  &  JACK 

MITCHELL  G.  LEIBOVITZ 

PA 

885 

38 

1100 

5/11/45 

PA 

AB,  Temple  '66 

MEd  'TI/MBA  '73,  Temple 

Finance 

13 

2 

1 

PEPSICO 

WAYNE  CALLOWAY 

NY 

17800 

1100 

25600 

9/12/35 

NC 

BBA,  Woke  Forest '59 

Finonce 

25 

5 

li 

PERKIN-ELMER 

GAYNOR  N.  KELLEY 

n 

838 

44 

875 

5/12/31 

a 

Delehonty 

Production 

41 

1 

) 

PET 

WIILES  L.  MARSH 

MO 

1900 

22 

1800 

7/28/47 

S.  Africo 

BS,  U  of  Cape  Town  '70 

MBA,  U  of  Cope  Town '73,  Monogement 
PhD,  Northwestern  '76 

2 

1 

1 

PETRIE  STORES 

MILTON  PETRIE 

NJ 

1300 

3 

1200 

8/5/02 

UT 

Entrepreneur 

59 

59 

1) 

PFIZER 

WILLIAM  C.STEERE  JR. 

NY 

6400 

801 

21600 

6/17/36 

Ml 

BA, Stonford  '59 

Marketing 

32 

0 

PHELPS  DODGE 

DOUGLAS  C.  YEARLEY 

AZ 

2600 

455 

2400 

1/7/36 

IL 

BS,  Cornell '58 

Tech/Prodn 

31 

2 

5 

PHH 

ROBERT  D.  KUNISCH 

MD 

2000 

47 

483 

7/7/41 

a 

BS,  NYU  '63 

Marketing 

20 

4 

:1 

''"Sim 


204  BUSINESS  WEEK/NOVEMBER  25,  1991 


THE  CORPORATIll 


When  it  comes  to  measuring  temperatures, 
Schott  is  even  more  precise  ttian  nature. 


\g  temperatures  - 
s  way  and  Schott's. 
jcus  reacts  to  tem- 
e  changes  of  tO  "  F. 
jmeters  made  with 
special  glass 
r  changes  of 
E 


The  temperature  outside  has  just 
risen  to  35°  F.  How  do  we  know? 
Because  that's  when  the  crocus 
begins  to  open  its  petals. 

 The  crocus  has  a  natural, 

internal  thermometer.  Tempera- 
ture changes  of  just  1.0"  F  cause 
a  fast  reaction.  When  the  temper- 
ature rises  above  a  given  level, 
the  flower  opens.  When  it  drops, 
the  flower  closes. 

  Today,  we  can  measure 

temperature  variations  as  minute 
as  0.002° F  thanks  to  the  special 
thermometer  glass  invented  by 
Otto  Schott. 

His  capillary  glass  tube 
thermometers  filled  with  liquid 
were  the  first  to  make  such  pre- 


cision measurements  possible. 
Unlike  earlier,  standard  glass 
models,  thermometers  made  of 
this  special  glass  give  accurate 
readings  even  after  they  have 
been  temporarily  heated  and 
then  cooled.  Thousands  of  spe- 
cific precision  thermometers  now 
in  use  in  science  and  technology 
are  made  with  Schott  special 
glass. 

Thermometer  glass,  avail- 
able from  Schott  America,  is  just 
one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's 
world,  special  glass  helps  keep 
technology  advancing. 

Schott  worldwide:  50,000 


products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1,5  billion  in 
sales. 

Schott  in  North  America: 
11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 
more  about  our  special  glass"?* 
Write  to:  Schott  Corporation,  De- 
partment B  30,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


'""J  SCHOTT 

Nobody  knows  more  about  glass. 


THE  CORPORATE  ELITE 


HOO, 

SALES 

PROFITS  MKT  Ul 

TENUR 

t 

(0HP4NV 

CEO 

LOC 

S  Mil 

SMIL 

SMIL 

BORN 

PLACf 

tOUEGE  EDUCATION 

GRADUATE  STUDY 

CAREER  PATH  COMPANY 

CEO  T 

Dull  unci  DUIA  CI  c/~rDi/' 

rnlLADcLrnlA  cLKIKlv. 

lACFDU  C    DAAIICTTC  ID 

JOitPH  r.  PAQUt'Il  JR. 

DA 

rA 

J/UU 

IU6 

4600 

0  /HA  /OA 

0/ z4/ j4 

MA 

BS,  Vble  '56 

Temple 

rinnnrp 

35 

3 

Dull  ID  UADDIC 

rnlUr  MUKKI> 

AAi^UAEI    A  imCC 

MICHAtl  A.  KiUi 

uv 

ocnn 
JjUU 

60/UU 

L  /T)  /ID 
0/ 11/07 

II 

IL 

BS,  Northwestern  '61 

Marketing 

3 

0 

DUIIIIDC  DCTDmCIIU 

C.  J.  SILAS 

IJoUU 

3*11 

/UUU 

A  /K  /n 

ri 

rL 

DC  r„  T«,k  'CO 

d\  (jq  lecti  3j 

Prodn/Ops 

38 

6 

Ol^  'U'  CAUC 

rll.  N  >AVt 

ICALIADnC  UfllllAAAC 

LrUNAKU  S.  WILLIAM} 

LA 

17 

557 

Q  /OO  /A  7 
0/ /7/4/ 

/■„_„j„ 

Dip.,  Kyerson  roly  yi 

Marketing 

1 

1 

niLiuA^ic  uirCT  ^iditai 
rINNACLt  WEST  CAPITAL 

KICHAKU  SNtLL 

A7 

AZ 

1600 

ini 
lUI 

innn 
lUUU 

11  /OI  /OA 

AZ 

ni   Ct-,_i-  J  'CO 

BA,  Mantord  ^1 

JD,  Stanford  '54 

Finance/Legal 

18 

2 

DIAUEtD  Ul  DDCn  lUTEDU  ATIAU  Al 

rlUNttK  HI-dKiD  INItKNAIIUNAL 

TUAAIAC  U  IIDDAU 

InuNlAS  N.  UKdAN 

lA 

lA 
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linn 
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lA 

AD  U^,.,^ri  'Ci 

AB,  ttarvord  56 
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MBA,  Horvord  6U 

Marketing 

31 

10 

DITUCV  DAUICC 

rcAOrC  D  UADUtV 

bcUKOt  D.  HAKVfci 

rr 
LI 

J/UU 

on? 

IVI 

j1  Qnn 
4oUU 

^  /7  /Ol 

4///JI 

rr 
LI 

DC    lAfknr4«ki  'Cd 

Di,  Wnorton  34 

Finance/Mgmt  35 

9 

DITTCTAU 

rll  IjIUN 

lACCDU  /'UDICTADUCD  [ADDCII 

JUbtrn  CnKI>IUrntK  rAKKtlL 

lonn 
I7UU 

AL 

LQL 
000 

11  LI f  00 

MA 

DC      hln^knnrln.n  'CO 

Di,  Nortdeaslern  30 

AIDA   LI«......J  '£0 

MBA,  Harvard  63 

Finonce/Prodn 

8 

0 

DITTUIAV 

rlllWAT 

UlUr  \kl  UADDIC 

KINO  W.  HAKKIi 

IL 

OA 

00/ 

A  /in  /AO 
4/IU/40 

MN 

DA  U  1  'C  C 

dA,  ttarvord  oi 

ilDA  ...J'zn 

MBA,  Harvard  6V 

Marketing 

20 

4 

DU^  CIUAU^IAI 

PNl  rINANCIAl 

TUAAAAC  UCUDV  A'DDICU 

IHUMAS  HcNKT  U  dKIcN 

DA 

rA 

71 

4000 

1  /\L  /07 

l/lo/J/ 

DA 

rA 

DC  Al»i  n  'CO 

Db,  Notre  Ucme  58 

MBA,  Harvard  6/ 

Finance 

29 

6 

POLAROID 

ISRAEL  MacALLISTER  BOOTH 

MA 

2000 

151 

1300 

12/7/31 

GA 

BS,  Cornell  '55 

MBA,  Cornell  '58 

Technical/Ops 

33 

6 

POLICY  MANAGEMENT  SYSTEMS 

G.  LARRY  WILSON 

SC 

346 

37 

1100 

7/31/46 

NC 

BS,  U.  of  S  C.  '68 

MBA,U.ofS.C.'70 

lecn/WKtg 

ID 

10 

PORTLAND  GENERAL 

KEN  L.  HARRISON 

OR 

852 

113 

792 

10/14/42 

CA 

BS,  Ore,  State  '64 

MA,  Ore.  State  '66 

Finonce 

17 

3 

POTLATCH 

RICHARD  BLAINE  MADDEN 

CA 

1300 

99 

1100 

Mvm 

NJ 

BS,  Princeton  '51 

JD,  U.  of  Mich. '56; 

iiD  A  Alui  1  'cn 
MBA,  NYU  5y 

Finance/Prodn 

20 

20 

POTOMAC  [LcCTRIC  POWtK 

cmifADn  roAui/iiu  ■iit/'lieii 
cDWAKD  rKANKLIN  MIKHtLL 

UL 

1400 

170 

2400 

10  /OO  /Ol 

\Ll  LSI  i\ 

VA 

Btt,  U-  01  Va.  bo 

lie  A    P-             L-  1 

MtA,  beo.  Wastimgton 

'60  Technical 

35 

2 

DDf  lUfMICTDirC 

PPG  INDUSTKItb 

VINCeNI  a.  bAKNI 

DA 

rA 

6000 

4/!) 

innn 

7/11/28 

NJ 

DC   11       D  1  '  >IQ 

Di,  U.  or  K.I.  49 

NYU 

Marketing 

23 

7 

DDC^ICIAU  ^ACTDADTC 

PKcClblON  CASIrAKIb 

\AIMIIAU  f  McmOMI/'l/ 

WILLIAM  C.  rrtCCUKWKK 

DD 

UK 

coo 

oi 

oUo 

in  /0;1  /OO 

nu 
Un 

DO,  U.  01  Lintinnati  oo 

Production 

6 

0 

DDTAAADV  lUTCDU  ATI  AU  A 1 

PKtMAKK  INItKNAIIUNAL 

tAiADDCU  1  DATTC 

WAKKkN  L.  BAI  li 

IL 

z/UU 

52 

1000 

9/4/32 

VA 

DC  r«  T«,U  'il 

dV  bQ.  lech  ol 

MBA,  norvard  63 

Administration 

11 

5 

DDCAAICD  lAimiCTDIAI 

PKcMICK  INDUSIKIAl 

MUKTUN  L.  MANUkL 

Un 

bib 

75 

1900 

Q  /IQ  /Ol 

7/IV/ zl 

OH 

Case  Western 

Administration 

45 

21 

PRICE 

ROBERT  EDWARD  PRICE 

CA 

5400 

125 

3100 

8/10/42 

CA 

BA  PomofiQ  '64 

Marketing 

16 

16 

PRICE  (T.  ROWE)  ASSOCIATES 

GEORGE  J,  COLLINS 

MD 

170 

21 

476 

7/31/40 

n 

BA,  VMI'62 

MBA,  American  '70 

Finance 

20 

7 

PRIMERICA 

SANFORD  1.  WEILL 

NY 

6200 

373 

3600 

3/16/33 

NY 

BA,  Cornell  '55 

Finance 

5 

5 

PROGER  &  GAMBLE 

EDWIN  LEWIS  ARTZT 

OH 

27000 

1800 

28200 

4/15/30 

NY 

BS,U,ofOre.'51 

Marketing 

38 

2 

EXECUTIVE  TO  WATCH 

►  The  new  chief  is  making  the  consumer-products  giant  even  more  bottom-line-oriented.  He 
apt  to  dole  out  caustic  remarks  to  managers  who  disappoint.  A  career  man  who  built  P&G's 
international  business  into  a  powerhouse,  he  now  wants  to  globalize  further  in  detergent, 
diapers,  and  toothpaste.  Is  investing  heavily  in  cosmetics.  Caused  a  tempest  when  P&G  orde 
an  electronic  seorch  of  telephone  records  to  track  down  a  suspected  press  leak. 


PROGRESSIVE 

PETER  BENJAMIN  LEWIS 

OH 

1400 

93 

1100 

11/11/33 

OH 

BA,  Princeton  '55 

Insurance 

36 

27  1 

PROMUS 

MICHAEL  D.  ROSE 

TN 

1000 

23 

807 

3/2/42 

OH 

BBA,U,  of  Cincinnati '63 

JD,  Horvord  '66 

Legal/Ops 

17 

10  j 

PROVIDENT  LIFE  &  ACCIDENT 

WINSTON  W.  WALKER 

TN 

2800 

179 

895 

10/19/43 

Ml 

BA,Tulone'65 

PhD,U.ofGa.'69 

Finance 

17 

3  1 

PSI  RESOURCES 

JAMES  E.  ROGERS  JR. 

IN 

998 

127 

934 

9/20/47 

AL 

BBA,  U  ol  Ky.  '70 

JD,  U.  of  Ky  '74 

Legal 

3 

3  1 

PUBLIC  SERVICE  CO.  OF  COLORADO 

DELWIN  D.  HOCK 

CO 

1700 

146 

1300 

1/19/35 

CO 

BS,U.ofColo-'56 

Finonce 

29 

3  1 

PUBLIC  SERVICE  OF  NEW  MEXICO 

JOHN  L  ACKERMAN 

NM 

855 

0 

386 

8/12/41 

OH 

BS,  U.  ofN.M.'68 

MA,  NM.  Slate  '71 

Technical 

20 

1  1 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

E.  JAMES  FERLAND 

NJ 

4800 

571 

6400 

3/19/42 

MA 

BS,U  ofMe.'64 

MBA,  U.  of  New  Hovcn  '76  Tech/Finonce 

5 

5 

PUGH  SOUND  BANCORP 

WILLIAM  WARREN  PHILIP 

WA 

487 

46 

470 

10/26/26 

WA 

U.olWosh, 

Banking 

41 

20 

PUGET  SOUND  POWER  &  LIGHT 

JOHN  W.  ELLIS 

m 

935 

132 

1300 

9/14/28 

WA 

BS,U.ofWash.'50 

JD,U.ofWash.'53 

Legal 

21 

15 

Quaker  oats 

WILLIAM  DEAN  SMITHBURG 

IL 

5000 

229 

4600 

7/9/38 

11 

BS,  DePoul  '60 

MBA,  Northwestern  '61 

Mktg/Finance 

25 

10 

QUALITY  FOOD  CENTERS 

STUART  M.  SLOAN 

WA 

348 

16 

636 

10/27/43 

NY 

BA,U.ofWash,'66 

Retailing 

5 

0 

QUANTUM 

STEPHEN  M.  BERKLEY 

CA 

878 

74 

450 

4/19/44 

NJ 

BA,  Colgate  '66 

MBA,  Harvard  '68 

Morketing 

10 

4 

QUANTUM  CHEMICAL 

JOHN  HOYT  STOOKEY 

NY 

2600 

21 

442 

1/29/30 

NY 

BA,  Amherst '52, 
BS  Columbio  '55 

Administration 

16 

5 

OUESTAR 

R.  D. CASH 

UT 

536 

57 

791 

6/27/42 

IX 

BS,  Tex.  Tech  '66 

Technical 

15 

10 

Ralston  purina 

WILLIAM  P.  STIRITZ 

MO 

7100 

396 

5700 

7/1/34 

AR 

BS,  Northwestern  '58 

MA,  St.  Louis  '68 

Marketing 

27 

10 

RAYCHEM 

ROBERT  JOSEPH  SALOICH 

CA 

1100 

-111 

1200 

6/7/33 

NY 

BS,  Rice  '56 

MBA,  Harvard  '61 

Technical 

28 

1 

RAYTHEON 

DENNIS  J.  PKARD 

MA 

9300 

557 

5400 

8/25/32 

RI 

BBA,  Northeastern  '62 

Technical 

36 

1 

READERS  DIGEST  ASSOCIATION 

GEORGE  V.  GRUNE 

NY 

2000 

176 

4500 

7/18/29 

NY 

BS,  Duke '52 

U.of  Flo. 

Soles/Mktg 

31 

7 

READING  &  BATES 

PAUL  BLALOCK  LOYD  JR. 

TX 

125 

-53 

472 

6/20/46 

LA 

BBA,  SMU  '68 

MBA,  Harvard  '75 

Finance 

21 

0 

REEBOK  INTERNATIONAL 

PAUL  FIREMAN 

MA 

2200 

177 

3000 

2/14/44 

MA 

Boston  U 

Mktg/Soles 

12 

5 

REPUBLIC  NEW  YORK 

WALTER  HERMAN  WEINER 

NY 

2800 

201 

2400 

8/29/30 

NY 

BA,  U,  of  Mich. '52 

JD,  U.of  Mich. '53 

Legal 

12 

12 

REYNOLDS  METALS 

WILLIAM  0.  BOURKE 

VA 

6000 

297 

3600 

4/12/27 

IL 

BS  DePoul  '51 

Marketing 

10 

5 

RHONE-POULENC  RORER 

ROBERT  E.  CAWTHORN 

PA 

2900 

1 

6400 

9/28/35 

Englana 

BA,  Cambridge  '59 

Tech/Adm 

9 

6 

RITE  AID 

ALEX  GRASS 

PA 

3400 

107 

2100 

8/3/27 

PA 

LLB,  U  of  Flo.  '49 

Legol/Retoil 

38 

29 

RJR  NABISCO  HOLDINGS 

LOUIS  V.GERSTNER  JR. 

NY 

13900 

-462 

10400 

3/1/42 

NY 

BA,  Dortmouth  '63 

MBA,  Horvord  '65 

Marketing 

2 

2 

ROADWAY  SERVICES 

JOSEPH  MARK  CLAPP 

OH 

3000 

119 

1900 

7/29/36 

NC 

BS,U  ofN  C  '58 

Soles 

24 

4 

ROCHESTER  GAS  &  ELEGRIC 

ROGER  W.  KOBER 

NY 

831 

60 

651 

5/2/33 

NY 

BME,  Clorkson  '55 

ME,  Rochester  Tech '83 

Technical 

26 

0 

ROCHESTER  TELEPHONE 

ALAN  C.  HASSELWANDER 

NY 

600 

50 

865 

2/16/34 

NY 

BA,  St.  Bernard's '55 

MBA,  U.  of  Rochester  '74 

Adm/Ops 

34 

7 

ROCKEFELLER  CENTER  PROPERTIES 

DAVID  ROCKEFELLER 
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THE  CORPORA' 

I  It 


New  York  Life  is 
irge,  conservative,  and  dull 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
''stability"  and  ''security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

When  the  financial  community  tied  its  money  up 
in  an  overheated  real  estate  market,  we  were  modest 
investors.  When  others  embraced  junk  bonds, 
we  held  back.  (In  fact,  95  percent  of  the  bonds  in 
our  portfolio  are  investment  grade.*) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junl<:  bonds,  that's  the  land  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 
or  1-800-695-4331. 


M 

The  Company  Y( 

)u  Keep! 

*As  of  December  31,  1990;  includes  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and 
Annuity  Corporation,  a  Delaware  Corporation. 

©1991  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N.Y-  10010.  All  nghts  reserved. 
New  York  Life  Insurance  and  Aimuity  Corporation,  51  Madison  Avenue,  New  York,  N  Y.  10010. 
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EXECUTIVE  TO  WATCH 

►  The  Sage  of  Omatia  arrives  in  tfie  big  city.  Wlien  flie  Treasury-bond  scondal  broke,  Solly 
recruited  its  major  sharetiolder  as  acting  chairman  to  replace  disgraced  John  H.  Gutfreund. 
Has  launched  a  mea  culpa  campaign  before  Congress  and  regulators.  Promises  more  ethicc 
conduct  from  Solly  traders  and  plans  to  bring  stratospheric  Wall  Street  paychecks  back  dow 
to  earth.  The  noted  "value"  investor  is  a  math  whiz  who  doesn't  use  a  calculator. 
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V32  Smorgasbord 

UDS  offers  more  choices, 
more  features  than  any  other 
modem  builder 


UDS,  acknowledged  by  leading  trade 
magazines  and  independent  research, 
organizations  as  the  world's  premier  sup- 
plier of  V.32  modems,  offers  more  varia- 
tions on  the  V.32  theme  than  any  other 
manufacturer. 

Beyond  basic  V.32  conformity  lies  a  myriad 
of  features  and  options.  Among  the  user 
options  available  are: 

PACKAGING  — Board-level  IBM  plug- 
ins,  standalone  packages  or  central  site 
rack-mountable  cards. 

THROUGHPUT -Selected  models  offer 
MNP®  levels  4  and  5  for  error  control  and 
data  compression;  others,  in  compliance 
with  CCITT  V.42  bis,  offer  MNP  or  L  AP-M 
compression  throughput  rates  up  to 
38,400  bps. 

CONNECTIVITY -Sync-Up™  board- 
level  versions  of  V.32s  are  available  for 
various  combinations  of  BSC,  SNA  and 
OS/2  host-to-remote  communication  for 
EDI,  X.25,  BSC,  SNA  and  LU6.2 
applications. 

PC  APPLICATIONS- V.32s  are 
available  in  the  FasTalk'^  configura- 
tion, designed  especially  for  PC  use. 

INTERNATIONAL  ACCEPT- 
ABILITY—  Several  versions  of  the 
UDS  V.32  have  already  been  quali- 
fied to  non-US.  operating  standards, 
assuring  their  acceptability  in  multi- 
national networks. 

For  a  look  at  the  whole  menu, 
contact  UDS  at  800/451-2369  (in 
Alabama,  205/430-8000);  FAX 
205/430-8208. 
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1 

STONE  CONTAINER 

ROGER  WARREN  STONE 

IL 
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95 

1300 

2/16/35 

IL 

BS  Whorton  57 

Morketing/Ops  34 
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1 
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5 
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TN 
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1% 
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18 

1 

r 

SUN 
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in 

3300 
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IN 

BA,  Harvard  76 

MBA,  Stanford  80 

Production 

HI 

8 

1  ^ 

EXECUTIVE  TO  WATCH 

►  Although  his  company  is  the  undisputed  leader  in  workstation  computer  systems,  he  's 
looking  anxiously  over  his  shoulder  nowadays.  Apple  and  ibm  are  collaborating  on 
workstation  technology,  as  ore  Compaq,  Digitol  Equipment,  and  Microsoft.  Worse,  some  o 
offerings  ore  starting  to  grow  long  in  the  tooth.  He's  striking  back:  The  company  recently 
unveiled  a  plan  to  make  its  operating  system  flexible  enough  to  run  on  iBM<ompatibles. 
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11 

1600 
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1 
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-6 
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NY 
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2 

2 
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OH 
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6 
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35 
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GA 
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5 
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29 
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5 
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MO 
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37 

37 
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lA 
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TECUMSEH  PRODUCTS 
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Ml 
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Goahead, .  . 

lorm  your  own  opinion. 


iamond 

ORDEK    fr0]gj^        j          88376'               I                   (W  1 

STOEE  „        ^      .    ^                                             SALES  '^WTEB  | 
GeM  Ma>»kcts                                                 jj,o  Mnier  I 

ADD6ESS                                                     CITY  1 
HoIkia<4  Manor-  Shopping  Center-                Louiswille,  KV 

Product 

Packaging 

Diamnd  Cola 

6  - 

12  oz.  Cans 

Dianond  Caffeine  Free 

6  - 

16  oz.  Bottles 

Diet  Dianond  Cola 

12 

-  12  oz.  Cans 

^Dianond  Unon-Liw 

.24 

-  12  oz.  Cans 

Product  Package 

Qiy. 

IBiaRond  Cola                 |6  - 

■  12 

oz. 

Cans       1  ISB 

Quantity 


■- 


Enter  J 


Price    Ext.  Price 


[WaBond  CTh 


oz. 


[iDiawond  Caffeine  Tree      |6  -  12  oz.  Cans 


iw~~]  m 


issr 


[IT 


nPiet  Biarond  Coh 


16  -  16  oz.  Bottles    j  fWID  (H 


Apr  11  1991 


DATE 


;e  '  / 


Total 


1315 


'if  Help 
[  Main  Henu 


o 
o 


hateverform  it  takes,  GRiDPAD'  can  handle  data  collection  better 
the  paper  you're  using  now.  Read  on  and  we  think  you'll  agree. 
3y  you're  wnting  up  a  work  order  or  filling  out  an  inspection  form. 
GRIDPAD,  you  can  enter  printed  handwriting.  Capture  a  signature 
Jthorization.  Even  draw  and  display  graphics.  All  with  the  touch  of 
ijust  as  you  would  with  paper 

jt  GRiDPAD  goes  beyond  paper  to  help  you  complete  your  forms 
r  and  more  accurately  GRiDPAD  reduces  mistakes  by  telling  you  if 
/e  missed  something.  Add  a  GRiDBarpen'  and  you  can  read  bar- 
s,  cutting  the  time  it  takes  to  enter  stocking  numbers, 
id  when  it  comes  to  processing  that  order  simply  download  it  to 


your  office  PC  or  corporate  mainframe.  You'll  save  time  and  prevent 
the  mistakes  that  come  with  re-entering  data. 

In  fact,  GRiDPAD  is  so  efficient  that  you  can  gain  an  hour  or  more 
each  day  For  everything  from  inspections  and  vehicle  I.D.  to  inventory 
control  and  materials  management.  And  since  GRiDPAD  runs 
MS-DOS,'  you  can  develop  and  modify  applications  quickly  and  easily 

So  if  you  want  to  speed  up  your  data  collection  and  save 
some  paper  in  the  process,  ® 
call  1-800-222-GRiD  for  more 
information  on  GRiDPAD. 

It's  the  shape  of  forms  to  come.  ATandy  Company 


To  sign  up  for  a  free  pen  computing  seminar  in  your  area,  call  (800)  222-GRiD. 

GRiD  and  GRiDPAD  are  regisieied  trademarks  and  GRiDBarpen  is  a  trademark  ol  GRiD  Systems  Corporation  MS-DOS  is  a  registered  trademark  ol  Microsoft  Corporation, 
©1991. GRiD  Systems  Corporation  47211  LakeviewBlvd.PO  Box  5003.Fremom.CA  94537-5003 
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48 

874 
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MN 
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69 
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Dj,  Loyayelte  oo 
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35 
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NY 
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2 

2  2 

■  mKr  ■ 

EXECUTIVE  TO  WATCH 

►  A  Brooklyn  boy 
and  Japan— but  the 
Has  finally  inked  th 

dreams  of  a  vertically  integrated  media  empire,  vvith  partners  in  Europe 
hoped-for  synergies  from  his  1989  Warner  merger  haven't  materialized! 
e  first  foreign  tie-up  deal,  with  Japanese  partners  Toshiba  and  C.  Itoh.  Buj 

1  1.^ 

he  needs  to  pare  massive  merger  debt.  A  recent  52.7  billion  rights  orrering  helped,  as  did 
chopping  600  jobs  from  his  magazine  group.  His  compensation  package  turned  heads. 
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MA,  Wash,  U,  (Mo.)  '83 

Finance 

29 

7 

UNION  PACIFIC 

ANDREW  (DREW)  L.  LEWIS  PA 

7000 

618 

8900 

11/3/31 

PA 

BS,  Hoverford  53 

MBA  Horvoid  '55 

Finance 

5 

4 

UNION  TEXAS  PETROLEUM 

A.  CLARK  JOHNSON 

TX 

1300 

116 

1700 

12/7/30 

PA 

BA  Hoverford  '52 

MBA  Wharlon'54 

Production 

23 

6 

UNISYS 

JAMES  A.  UNRUH 

PA 

10100 

-437 

930 

3/22/41 

ND 

BS,  Jameslown  '63 

MBA  U  of  Denver  '64 

Finance 

10 

1 
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People  who  Know  Computers 

Choose  AST 


is  likely  to  become  the  next  billion  dollar  computer  company.  Indeed  it  is 
y  establistiing  itself  as  a  PC-compatible  brand  of  choice  " 
—  BusinessWeek 

ran  computer  users  know  about  AST  Research's  respected  image  as  a 
of  affordable  desktop  PCs  that  are  often  in  the  vanguard  of  performance." 
—Portable  Office,  July  1991 

mong  the  high-tech  circles  of  seasoned  IS  directors  and  serious 

L power  users,  AST  has  always  been  a  favorite.  But  now  the  secret  is 
finally  out— and  customers  everywhere  are  flocking  to  AST.  In  fact, 
than  65%  of  today's  Fortune  500  companies  use  AST  computers 
i  why; 

Direct  Support.  According  to  a  recent  J.D.  Power  survey,  AST  was 
d'  in  the  top  three  computer  manufacturers— far  above  both  IBM 
lonipaq— in  customer  satisfaction  and  support.  That's  because  AST 
an  extensive  array  of  free  support  services  direct  to  customers,  such 
3ll-free  assistance  hotline  manned  over  60  hours  a  week,  Info-FAX 
lur  service  which  sends  complex  technical  information  right  to  your 
nachine  and  our  electronic  bulletin  board  service  to  provide  24-hour 
^rs  to  technical  questions. 

anding  Service.  To  insure  fast,  dependable  help  is  always  nearby, 
las  built  a  worldwide  network  of  AST  Authorized  Service  Centers, 
we  offer  a  variety  of  optional  service  programs  including  extended 
nty  programs,  and  ExeCare™  which  guarantees  24-hour  service  on 
ook  computers. 

rpassed  Quality  and  Reliability.  AST  systems  have  earned  over 
ards  from  the  industry's  most  respected  publications,  and  our  com- 
5  hold  one  of  the  highest  reliability  records  in  the  industry.  It's  our 
sive  investment  in  research  and  development,  advanced  manufacturing 
ologies,  facilities  and  people  that  guarantee  quality  that's  built  in 
the  ground  up.  We  also  put  every  product  through  extensive,  stringent 
g  to  make  sure  the  system  runs  flawlessly,  now  and  in  the  future. 

ng-Edge  Innovation  and  Design.  AST  has  a  long  history  of  developing 
through  technology.  We  lead  the  industry  in  upgradability  with  our 
Vil"  technology,  which  allows  our  Premium"  computers  to  be  up- 


graded  easily  and  completely  We  were  also  first  to  introduce  486-based  com- 
puters, and  first  with  386SX,  25  MHz  notebook  computers. 

Ensured  Compatibility.  AST's  Systems  Integration  and 
Test  (STT)  lab  tests  AST  systems  with  an  extensive 
range  of  hardware  and  software— so  you  have  proven  , 
assurance  AST  computers  will  run  your  particu-        f  f  i 
lar  software  in  your  particular  environment.  Plus, 
we  work  directly  with  industry  leaders  such  as 
Novell?  Microsoft?'  SCOf  Banyan"^'  and  IBM  as  elite 
partners  in  compatibility  testing  and  support  programs. 

A  Complete  Family.  You  can  look  to  AST  for  a  wide  variety  of  high- 
performance  products  including  desktop,  server  and  notebook  computers. 

Incomparable  Value.  AST  computers  have  earned  "Approved  Products" 
status  with  hundreds  of  Fortune  1000  companies.  Why?  Frankly  because 
after  careful  scrutiny  these  companies  have  discovered  AST  offers  excep- 
tionally high  performance,  quality  and  total  service  and  support  .  at  a 
price  that  saves  them  thousands  of  dollars.  That's  the  AST  Difference. 

Experience  The  AST  Difference.  For  more  information  on  AST  products 
and  services,  or  for  the  AST  dealer  nearest  you,  please  call  1-800-876-4AST. 

AST  offers  over  15  high-performance  computers  including  these: 


Premium  Exec 
386SX/20 


COMPUTER 

Tlie  Power  Ot'Qioice 


survey  ranking  does  not  constitute  an  endorsement  by  J  D  Power  and  Associates  AST  markets  products  worldwide,  outside  of  the  United  States  and  Canada  call  AST  International  on  (714/  727-9292  or  FAX  to 
(714)  727-8585  AST.  AST  logo  and  Premium  registered  and  Cupid'32.  Exec  and  ExeCare  trademarks  AST  Research.  Inc  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 

Copyright  ©  1991  AST  Research.  Inc  All  rights  reserved 
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UNITED  INVESTORS  MANAGEMENT 

R.K.  RICHEY 
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259 

60 
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6/16/26 
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BA,  Washburn  '49 
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0 
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21600 
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AS,  Boston  U.CIT '54 

Tech/Mktg 

35 

6  1 

EXECUTIVE  TO  WATCH 

►  He's  putting  this  conglomerate  through  some  much-needed  engine  work.  The  recession  ar 
airline  consolidation  are  hammering  its  Pratt  &  Whitney  engine  unit  (accounting  for  two-thirc 
of  operating  income),  while  competition  from  GE  and  Rolls  Royce  is  brutal.  The  real  estate 
slump  has  dampened  demand  for  its  Otis  elevators,  and  Carrier's  oir-conditioner  business  Is 
sputtering,  too  Has  ambitious  plans  to  squeeze  $  1  billion  from  overhead. 


UNITED  TELECOMMUNICATIONS 
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BBA,  Cose  Western '67 

MBA,  Harvard  '70 

Finance 

2 

2 

WARNER-LAMBERT 
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WASHINGTON  ENERGY 
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21 
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Technical 

24 
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WASHINGTON  GAS  LIGHT 

DONALD  J.  HEIM 

DC 

736 
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41 

10 

WASHINGTON  POST 

DONALD  E.  GRAHAM 

DC 
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MD 

BA,  Harvard  '66 

Journalism 

20 

0 
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We've  put  it  into  practice.  In  schools,  airports,  roads  and  city  halls  all  across  America. 
We're  AMBAC.  And  since  1971  we've  insured  the  bonds  that  local  governments 
XXr*  A  DO     \  A /EZ  '"sly  on  to  finance  the  basic  public 
JL\j     I  L-#%f\v^^    y  V  L     y  ^  services  people  use  every  day. 
P^i^kjp    i    i^pp  In  fact  AMBAC  founded  the 

Vi^l  ^  L.  I  VlVMiyixt   municipal  bond  insurance  industry 

THAKJ   TAI    V.    AROI    IT         P^r  municipal  bond 

I  I  ^     l#\L-l\.  I    issuers,  we  help  reduce  interest 

costs  and  improve  the  marketability 
of  their  bonds.  And  for  municipal  bond 

investors,  we  help  protect  their  investment. 

Issuers,  investors,  the  municipal  bond  industry  and  people  throughout 
America— what  we  do  has  benefited  them  all  for  the  past  20  years.  Which  is  an 
accomplishment  worth  talking  about. 


COMMITMENT. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 
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8 

m 

WEST  ONE  BANCORP 

DANIEL  R.  NELSON 

ID 

465 

43 

410 

8/12/37 

WA 

BBA,  Wash.  Stole '62 

Finance 

7 

5 

WEST  POINT-PEPPERELL 

WILLIAM  FARLEY 

IL 

1200 

2 

849 

10/10/42 

Rl 

A6,  Bowdoin  '64 

JD,  Boston  Coll.  '69 

finance 

2 

WESTINGHOUSE  ELEGRIC 

PAUL  E.  LEGO 

PA 

12900 

268 

7000 

5/16/30 

PA 

BS,  U.  of  Pittsburgh '56 

MS,  U.  of  Pittsburgh '58 

Technical 

35 

Si 


EXECUTIVE  TO  WATCH 

►  This  chief  is  fighting  brushfires  at  his  financial-services  unit,  battered  by  a  nightnnarish 
portfolio  of  commercial  real  estate  loans.  Has  already  taken  two  staggering  charges  (rougli 
$2.6  billion  in  all)  to  cover  bad-loan  losses.  Plans  to  dump  4,000  workers  from  payroll,  too. 
raise  cash,  company  may  be  forced  to  sell  off  assets,  although  he  won't  say  which.  The 
recession  is  also  pinching  the  company's  assorted  industrial  and  broadcast  properties. 


WESTVACO 

JOHN  A.  LUKE 

NY 

2400 

188 

2400 

11/30/25 

PA 

BS,  Yale  '48 

Production 

42 

3  1 

WEHERAU 

TED  C.  WETTERAU 

MO 

5700 

51 

603 

11/13/27 

MO 

BA,  Westminster  '52 

Adm/Ops 

39 

21  1 

WEYERHAEUSER 

JOHN  W.  CREIGHTON  JR. 

WA 

9000 

394 

5600 

9/1/32 

PA 

BS'54/JD'57  0hio  Stale 

MBA,  U.  of  Miami '65 

Finonce 

21 

0  1 

WHEELABRATOR  TECHNOLOGIES 

PHILLIP  B.  ROONEY 

IL 

1200 

47 

2300 

7/8/44 

IL 

BA,  St.  Bernard  '66 

Administration 

3 

I  1 

WHIRLPOOL 

DAVID  R.  WHITWAM 

Ml 

6600 

72 

2600 

1/30/42 

Wl 

BS,L.ofWis.'67 

U.  of  Wis. 

Morketing 

23 

4  1 

WHITMAN 

JAMES  W.  COZAD 

IL 

2300 

-31 

1400 

2/10/27 

IN 

BS,  Indiana '50 

Marketing 

2 

2  1 

WILLAMEHE  INDUSTRIES 

WILLIAM  SWINDELLS 

OR 

1900 

130 

1500 

9/16/30 

CA 

BS,  Stanford  '53 

Production 

38 

12  j 

WILLIAMS 

JOSEPH  HILL  WILLIAMS 

OK 

1800 

77 

1400 

6/2/33 

OK 

BA,  Yale  '56 

Operations 

32 

13  1 

WILMINGTON  TRUST 

BERNARD  J.  TAYLOR  II 

DE 

428 

67 

911 

11/10/25 

PA 

BS,  Whorton  '49 

Finance 

12 

12  1 

WINN-DIXIE  STORES 

A.  DANO  DAVIS 

FL 

9700 

153 

2900 

6/2/45 

NY 

Stetson 

Marketing 

23 

9  1 

WISCONSIN  ENERGY 

RICHARD  ANTHONY  ABDOO 

Wl 

1400 

193 

2400 

1/27/44 

Ml 

BS,  U,  of  Dayton '65 

MA,U.of  Detroit '69 

Technical 

16 

0  1 

WISCONSIN  PUBLIC  SERVICE 

DANIEL  ARTHUR  BOLLOM 

Wl 

589 

49 

595 

4/25/36 

Wl 

BBA,  U  of  Wis. '58 

Wisconsin/Oshkosh 

Finance 

33 

1  « 

WITCO 

WILLIAM  R.  TOLLER 

NY 

1600 

68 

836 

8/10/30 

AR 

BS,U  ofArl(.'56 

Finance 

7 

1  ^ 

WOOLWORTH 

HAROLD  E.  SELLS 

NY 

9800 

317 

4000 

7/15/28 

AR 

Marketing 

46 

WORTHINGTON  INDUSTRIES 

JOHN  H.  McCONNELL 

OH 

875 

45 

1100 

5/10/23 

WV 

BA,  Mich.  State  '49 

Mktg/Prodn 

36 

I  ^ 

WPL  HOLDINGS 

ERROLL  B.  DAVIS  JR. 

Wl 

618 

63 

753 

8/5/44 

PA 

BS,  Carnegie-Mellon  '65 

MBA,U.ofChicogo'67 

Finance 

13 

WRIGLEY  (WM.)  JR. 

WILLIAM  WRIGLEY 

IL 

1100 

117 

2500 

1/21/33 

IL 

BA,  Yale  '54 

Administration 

35 

31  i 

Xerox 

PAUL  ARTHUR  ALLAIRE 

0 

17000 

605 

5400 

7/21/38 

MA 

BS,  Worcester  Poly  '60 

MS,  Cornegie-Mellon  '66 

Finonce 

25 

XILINX 

BERNARD  V  VONDERSCHMIH 

CA 

98 

16 

689 

10/14/23 

IN 

BS,  Rose-Hulmon  '44 

MSEE,MBA,  U.  of  Pa  '56 

Technical 

8 

-f! 

XOMA 

STEVEN  C.  MENDELL 

CA 

20 

-24 

492 

9/11/41 

CA 

BA,  Col/Sonia  Borbaro  '63 

BIM,  American  GSIM '69 

International 

7 

Yellow  freight  system 

GEORGE  E.  POWELL  III 

KS 

2300 

65 

871 

10/18/48 

MO 

BS,  Indiono70 

Indiana 

Ops/Mgmt 

2) 

1  ( 

ZuRN  industries 

GEORGE  H.  SCHOFIELD 

PA 

697 

31 

477 

11/18/29 

NJ 

BS,  U.  ofVt.'Sl 

Finance 

7 

6  r 

Hv.e 
A I 
rferti 


HOW  TO  READ  THE  CEO  TABLES 


THE  CHIEF  EXECUTIVES  whose  entries  appear  in  these  tables  were  se- 
lected on  the  basis  of  the  market  values  of  their  companies  as  of  Aug. 
30,  1991.  The  companies  included  in  these  tables  are  substantially  the 
some  as  those  ranked  in  the  1991  BUSINESS  WEEK  1000  Special  Issue 
(Apr.  5).  New  companies  hove  been  added  to  the  list  to  replace  those 
no  longer  publicly  traded  because  they  were  merged  or  reorganized. 

The  information  that  appears  in  each  CEO  entry  was  compiled  from 
a  variety  of  sources.  Most  of  the  biographical  material  was  supplied 
directly  by  each  executive  or  by  a  designated  official  in  his  company 
in  response  to  a  BUSINESS  WEEK  questionnaire.  Standard  &  Poor's 
Compustat  Services  Inc.  supplied  all  the  data  on  sales,  profits,  and  mar- 
ket value.  Compensation  figures  were  taken  directly  from  the  most  re- 
cent proxy  statements  or  from  direct  company  sources. 

SALES  AND  PROFITS.  The  numbers  in  the  BUSINESS  WEEK  Corporate 
Elite  tables  reflect  the  most  recent  fiscal  year  for  which  complete  data 


were  available.  For  most  companies,  they  exclude  other  income  and  e; 
cise  taxes,  as  well  as  the  financial  results  of  unconsolidated  subsidiarie; 
Profits  are  defined  as  oftertax  earnings  from  continuing  operation^bl 
fore  extraordinary  items.  For  companies  in  financial  industries  (bank 
insurance,  etc.),  revenues  may  include  investment  income;  for  insuranc 
companies,  net  income  is  defined  as  net  aftertax  operating  income. 
MARKET  VALUE.  This  calculation  is  based  on  share  prices  as  of  stoc 
market  close,  Aug.  30,  1991,  and  the  latest  available  number  of  share 
outstanding. 

COMPENSATION.  The  amount  shown  is  salary  and  short-term  bom 
as  reported  to  the  Securities  &  Exchange  Commission.  Long-term  cor 
pensation  is  normally  excluded. 

TENURE.  When  the  exact  month  and  year  of  company  or  CEO  tenui 
is  available,  years  of  tenure  are  rounded  upward  if  months  of  servic 
are  seven  or  more. 
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ightmare  Scenario  #1 


FHE  UNDETECTED 
riME  BOMB. 

he  biggest  networking  disasters  always  start  small. 


rhe  problems  tend  to 
begin  when  you  need 
to  grow. 
Suddenly,  the  computer 
itwork  that  worked  so  well 
_  ..^^^    doesn't  seem 


HINGSTHEY 
)N'T  TELL  YOU 
AT  NOVELL 
^ESENTATIONS 


■'■  NKTWOKMNG 


to  work  at  all. 

You  have 
to  hire  more 
network 
administra- 
tors. Spend 
more  mon- 
ey. Retrain. 
Reconfigure. 


d  for  litis  free  booklet 
of  hard,  compimifive 
innation. 


And  ev- 
ery time  you 
ow,  even  a  little  bit,  your  net- 
ork  gets  harder  to  manage, 
irder  to  use,  and  harder  to  fund. 

Switching  over  to 
VINES  isn't  just 
smart,  it's  easy. 

It's  a  question  of  architec- 
re.  A  network  like  Novell's 
etWare"  is  not  an  integrated 
'Stem.  Adding  new  users  of 
:rvices  means  having  to 
5date  user  profiles,  retrain 
nployees,  and  troubleshoot 
)nnectivity  problems. 

Banyan's  architecture  is 
jsigned  to  grow  effortlessly, 
lase  of  growth  is  why  we're 
e  leader  in  true  enterprise- 
ide  pc  networking.) 

Whether  you're  growing 


from  10  users  to  100  or  even 
10,000,  your  Banyan  VINES" 
architecture  stays  the  same. 

Even  if  your  network 
grows  to  span  continents,  the 
cost  of  managing  the  network 
will  be  kept  to  a  minimum. 

VINES  can  save  you  a  for- 
tune. That's  indisputable. 

What's  more,  VINES' 
open,  standards- 
based  architecture 
lets  you  adopt  whatever 
new  products  come  along- 
whether  it's  one  of  today's 
powerful  new  "super  servers" 
or  some  of  the  thousands  of 
network-based  applications 
available  for  VINES. 

Whatever  your  specific  re- 
quirements-Global Naming, 
Security,  WAN  interconnec- 
tion. Global  Administration, 
Multi-processing,  or  Multi- 
lingual capability-Banyan  can 
deliver  immediately.  Now. 


Easy,  economical 
growth  must  be 
planned  in.  It  can't 
be  tacked  on. 


You  don't  have  to  scrap 
the  network  you  have  now  in 
order  to  switch  to  VINES.  We 
can  make  your  transition  sim- 
ple and  inexpensive. 

Get  the  facts.  We've  pre- 
pared a  booklet,  'THINGS 


THEY  DON'T  TELL  YOU 
AT  NOVELL  PRESENTA- 
TIONS." You'll  find  it  a  use- 
ful source  of  comparative 
information. 

More  than  a  million  peo- 
ple now  use  Banyan  VINES, 
in  operations  ranging  from  a 
handful  of  users  to  the  world's 
largest  pc-based  global  net- 
works. 

The  more  you  know,  the 
more  you  will  want 
Banyan.  We  can  simplify 
the  use  and  management  of 
your  distributed  network. 

Call  1-800-828-2404 
for  a  free  brochure. 


I  1 

Please  send  this  coupon  to:  BANYAN.  BW 
1 20  Flanders  Road.  Westboro,  MA  0 1 58 1 


NAME 
TITLE 


illlli 

BANYAN 


Networking.  Without  Limits^ 
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BROKERAGES  I 


RAGING 
BULL 

THE  TRIMMER  NEW  LOOK  OF  MERRILL  LYNCH 


If  only:  Invariably,  the  most  frequent- 
ly repeated  comments  about  Merrill 
Lynch  &  Co.  begin  with  these  two 
words.  If  only  Merrill  Lynch  got  its  act 
together,  if  only  it  could  realize  the 
potential  of  its  mammoth  franchises. 

Merrill  has  always  taken  great  pride 
in  its  size.  It  is  the  largest  U.  S.  under- 
writer, employs  the  most  retail  brokers, 
and  holds  more  individual  assets — $413 
billion — than  any  other  U.  S.  financial  in- 
stitution. Merrill's  bottom  line,  though, 
has  been  far  less  awesome.  Powerful 
but  awkward  and  overweight,  the  firm 
was  hobbled  by  a  costly,  bloated  bureau- 
cracy. Its  senior  executives  were  widely 
regarded  as  among  the  least  imaginative 
and  venturesome  on  Wall  Street. 

The  consequence  was  a  return  on  eq- 
uity and  a  stock  price  that  lagged  far 
below  those  of  rivals.  The  huge  stock 
market  bonanza  of  the  1980s  never  trick- 
led down  to  Merrill's  shareholders.  In 
early  1989,  with  its  stock  trading  at  $18, 
vs.  today's  $56,  a  group  of  investors  as- 
sembled a  preliminary  bid  for  the  firm. 
The  group,  led  by  former  Merrill  execu- 
tives with  support  from  a  Japanese  secu- 
rities firm  and  a  U.  S.  financial  firm,  dis- 
banded when  such  executives  as  former 
Merrill  chief  Donald  T.  Regan  turned 
down  their  offer  to  head  the  takeover 
bid. 

SEA  CHANGE.  Today,  there  are  clear  indi- 
cations that  Merrill  is  remaking  itself. 
Led  by  Chief  Executive  Officer  William 
A.  Schreyer,  63,  an  ebullient,  unpreten- 
tious, former  stockbroker,  and  heir  ap- 
parent Daniel  P.  Tully,  59,  who  is  presi- 
dent and  chief  operating  officer,  the 
giant  firm  is  busily  trying  to  abolish  its 
lax,  free-spending  culture.  In  the  last 
two  years,  Merrill  has  cut  costs  by  well 
over  $400  million,  reduced  its  head  count 
from  48,000  to  37,000— largely  by  get- 
ting rid  of  managerial  and  support 
staff — and  divested  itself  of  several  un- 
derperforming  divisions. 

More  fundamentally,  the  firm  is  push- 
ing employees  to  focus  on  profits  in- 
stead of  size.  Merrill  has  installed  inter- 
nal  controls   and  risk-management 


systems,  eliminated  super- 
fluous management  layers, 
and  is  taking  a  more  disci- 
plined approach  to  its  busi- 
nesses, a  move  that  could 
permanently  lower  its  hefty 
cost  structure. 

Signs  of  Merrill's  trans- 
formation abound.  In  the 
first  three  quarters  of  1991, 
the  company  earned  a  rec- 
ord $525  million,  more  than 
it  ever  made  before  in  an 
entire  year.  Virtually  all 
Wall  Street  firms,  of  course, 
are  reaping  the  revenue 
benefits  of  the  buoyant 
stock  market.  But  Merrill  is 
doing  better  than  most  in 
transforming  volume  into 
profits.  From  a  year  ago 
through  the  third  quarter  of 
1991,  Merrill  has  boosted  its 
return  on  equity  to  20% 
from  6%  and  its  margins 
from  2.6%  to  7.7%.  In  the 
third  quarter  of  this  year, 
its  costs  as  a  percentage  of 
revenues  were  87%,  the  low- 
est of  all  large  retail  brokers 
except  Dean  Witter  Reyn- 
olds Inc.  Says  Schreyer,  who 
became  CEO  six  years  ago, 
"What's  different  this  time 
is  we've  streamlined  the  or- 
ganization." 

At  a  time  when  the  credit  ratings  of 
numerous  financial  institutions  are  being 
downgraded,  Moody's  Investors  Service 
on  Nov.  8  upgraded  Merrill's  long-term 
debt  to  A-1.  What  convinced  Moody's  is 
that  Merrill  has  lowered  its  cost  struc- 
ture, probably  for  good.  "There  really 
does  appear  to  have  been  a  cultural  shift 
from  emphasizing  market  share  to  a  bot- 
tom-line focus,"  says  Moody's  Christo- 
pher Mahoney.  "We  have  a  much  higher 
degree  of  confidence  that  they  can  per- 
form well  in  bad  markets." 

Merrill  has  done  much  to  insulate  it- 
self against  market  reverses.  It  has  suc- 
cessfully shifted  away  from  volatile  bro- 


kerage commissions  toward  dependal  |eiTj]i  jj 
fee  income,  mainly  by  accumulating  jmerpj^i 
huge  cache  of  customer  assets,  whi  ly  (jjjjj 
are  growing  at  a  steady  10%  a  ye;  i  ^^f^^ 
That  push  began  in  the  late  1970s,  wh 
the  firm  pioneered  the  Cash  Manaj  Is  f 
ment  Account,  a  combination  CD,  che' 
ing,  and  brokerage  account.  Merrill  b  j,,,  .."^ 
kers  used  this  to  attract  money  tl 
they  could  then  direct  into  an  assc 
ment  of  Merrill  investment  produc  j]| 
such  as  mutual  funds.  Merrill  Lynch  j  |j, 
set  Management  Inc.,  one  of  the  larg 
mutual-fund  operations,  has  $120  bill:i[if 
in  assets,  up  from  less  than  $80  billion 
1988. 


oi:l 
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MERRILL'S  OVERHEAD 
IS  fALLING... 


A  PERCENT 


...ITS  RETURN  ON 
EQUITY  IS  SOARING... 


RETURN  ON  EQUITY 

■  BROKERAGE  INDUSTRY  COMPOSITE 
□  MERRILL  LYNCH 


'90  '91  EST 

•  '89  MERRILL  DATA  NOT  MEANINGFUL  DUE  TO  EARNINGS  DEFICIT 


...AND  ITS  STOCK  IS 
OUTPACING  COMPETITORS 


SCHREYER  AND 
TULLY:  SLIMMING 
MERRILL  DOWN  AND 
TONING  IT  UP 


NOV.  20, '89  NOV,  11,  91 

A  INDEX:  NOV.  20, 1989=100 

DATA:  SMITH  BARNEY,  HARRIS  UPHAMX  CO.:  WLUl LIM IHmumiUIIVP/i 
BRIDGE  INFORMATION  SYSTLMS  INC. 


frill  is  currently  benefiting  from 
nterest  rates,  which  are  causing 
customers  to  move  their  money 
short-term  money-market  funds 
higher-yielding  long-term  bond 
.  The  firm  earns  both  a  onetime 
charge  when  the  money  is  moved 
profits  from  the  slightly  higher 
gement  fee  on  the  bond  funds.  A 
hift  of  the  roughly  $130  billion  that 
11  customers  have  in  short-term 
would  buoy  Merrill's  earnings  by 
.  $120  million,  estimates  analyst  Ali- 
Deans  of  Smith  Barney  Harris 
m  &  Co. 

a  time  when  creditworthiness  is 


next  to  godliness,  Merrill  has  amassed  a 
formidable  $11  billion  capital  base,  the 
largest  of  any  broker.  It  has  been  steadi- 
ly reducing  such  high-risk  assets  as 
bridge  loans,  and  it  has  among  the  high- 
est ratios  of  equity  to  net  assets  of  any 
brokerage. 

Schreyer's  efforts  to  boost  Merrill's 
competitiveness  have  been  helped  by  the 
travails  of  its  rivals.  The  firm,  once  acci- 
dent-prone, is  now  almost  as  notable  for 
what  it  didn't  do  wrong  as  what  it  did 
right.  Caught  with  a  portfolio  of  ailing 
bridge  loans,  First  Boston  Corp.  had  to 
be  bailed  out  by  parent  Credit  Suisse. 
Merrill  had  far  fewer  such  losses.  After 


Drexel  Burnham  Lambert  Inc.  went  un- 
der, Merrill  became  the  No.  1  issuer  of 
junk  bonds,  though  the  market  has.- 
shrunk.  Shearson  Lehman  Brothers  Inc. 
appeared  to  upstage  Merrill  when  it 
bought  E.  F.  Button  in  1988  and  doubled 
its  broker  ranks.  "We  were  viewed  as 
stodgy,  and  Shearson  was  viewed  as 
bold,"  says  John  L.  Steffens,  Merrill  ex- 
ecutive vice-president.  Hutton,  though, 
was  a  costly  black  eye  for  Shearson. 
Merrill  picked  up  a  lot  of  business  when 
Salomon  Brothers  Inc.  became  en- 
meshed in  a  Treasury  bond  bid-rigging 
scandal.  "It  helped  us  when  a  few  of  the 
'bulge-bracket'  firms  stumbled,"  says  Je- 
rome P.  Kenney,  Merrill  executive  vice- 
president. 

CLEAN-NOSED.  Merrill  has  also  managed 
to  maintain  a  clean  image  at  a  time 
when  many  firms  have  been  sullied  by 
charges  of  wrongdoing.  The  Securities  & 
Exchange  Commission  is  currently  in- 
vestigating whether  Merrill  illegally 
parked  bonds  for  a  Florida  insurer  in  the 
mid-1980s,  which  Merrill  denies.  And 
along  with  all  primary  dealers,  Merrill  is 
under  scrutiny  for  possible  collusion  in 
Treasury  issue  auctions.  But  the  firm 
not  only  avoided  being  implicated  by  the 
Levine-Boesky-Milken  scandals  but  got 
favorable  publicity  for  helping  the  SEC. 
Credit  goes  to  Merrill's  strict  compliance 
department,  its  extreme  image-con- 
sciousness, and  top  management's  basic 
philosophy.  Long  before  Warren  E.  Buf- 
fett  was  telling  Salomon  employees  to 
watch  their  ethics,  Schreyer's  mantra 
has  been,  "no  one's  personal  bottom  line 
can  ever  be  more  important  than  the 
reputation  of  the  firm  itself." 

Despite  recent  achievements,  many 
Wall  Street  executives  think  the  firm's 
financial  results  are  simply  a  windfall 
from  the  robust  stock  and  bond  markets. 
They  refuse  to  believe  that  Merrill's 
management  has  changed  much.  A  good 
deal  of  the  skepticism  is  directed  at 
Schreyer.  In  fact,  over  the  past  few 
years  Schreyer  has  become  much  more 
effective  (page  220).  But  the  constant 
lack  of  respect  gives  Merrill  executives 
fits.  "I've  never  met  a  group  of  people 
so  determined  to  prove  their  critics 
wrong,"  says  Scott  Of  fen,  an  analyst  at 
Fidelity  Investments,  a  major  Merrill 
stockholder.  "They  keep  shouting  and  no 
one's  listening.  They  have  disappointed 
people  for  so  long." 

There's  no  denying  that.  For  years, 
Merrill's  strengths  have  been  obscured 
by  its  predilection  for  overspending  and 
undermanaging.  During  the  1980s,  it 
pulled  out  all  the  stops.  To  overcome  its 
inferiority  complex  in  investment  bank- 
ing and  break  into  the  big  leagues,  it 
paid  top  dollar  for  talent.  Schreyer  re- 
cruited a  raft  of  big  names  (all  of  whom 
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'HE  IS  THE  SPIRIT  OF  MERRILL  LYNCH, 
FROM  WALL  STREET  TO  MAIN  STREET' 


When  Donald  T.  Regan  was 
CEO  of  Merrill  Lynch  &  Co. 
from  1970  to  1980,  the  out- 
spoken ex-Marine  generated  continual 
publicity.  In  contrast,  William  A. 
Schreyer  has  never  been  the  subject  of 
a  major  media  profile  during  his  six 
years  as  Merrill's  chief  executive,  says 
a  firm  spokesman.  Critics  say  that  un- 
der his  easygoing  tutelage,  Merrill 
luml)ered  along  on  mere  inertia,  with 
little  regard  for  profitability.  "He 
doesn't  exude  great  management  tal- 
ent," says  a  longtime  Merrill  gadfly, 
First  of  Michigan  analyst  Perrin  Long. 

But  Schreyer  too  often  gets  short 
shrift.  Though  he 
shares  blame  for 
some  of  Merrill's  ear- 
lier problems,  in  re- 
cent years,  he  has 
honed  an  effective 
management  style  by 
promoting  teamwork 
and  delegating  au- 
thority to  a  cadre  of 
strong  managers. 
"Bill  Schreyer  is  the 
consensus  type,"  says 
Regan,  once  one  of 
Schreyer's  harshest 
critics.  "You  don't 
need  ...  a  strong,  dy- 
namic leader."  Adds 
Penn  State  football 
coach  Joe  Paterno,  a 
close  friend  of 
Schreyer's:  "Bill  is  a  very  dynamic 
guy,  but  in  a  different  way.  He's  not 
filled  up  with  himself." 
CHEERLEADER.  More  than  anything, 
Schreyer  is  an  effective  cheerleader  for 
team  Merrill.  He  started  out  as  a  retail 
broker  in  Merrill's  Williamsport  (Pa.) 
branch,  where  his  father  was  branch 
manager.  After  stints  in  Merrill's  re- 
search and  trading  departments,  he 
climbed  the  corporate  ladder  at  New 
York  headquarters.  But  his  years  out 
in  the  field  make  him  popular  with  the 
firm's  retail  brokers.  He  motivates 
them  with  his  optimism,  sen.se  of  hu- 
mor, and  innate  salesmanship. 

A  lot  of  the  credit  for  Merrill's  re- 
cent success  goes  to  Schreyer's  hand- 
picked  top  management  team..  He 
shares  the  helm  with  president  Daniel 
Tuiiy.  Also  a  former  broker,  Tully 
plays  as  Mr.  Inside  to  Schreyer's  Mr. 
Outside.  "Schreyer  has  very,  very  ca- 


MERRILL 
MEN: 
SCHREYER 
AND  HIS  DAD 


pable  people  running  the  major  divi- 
sions," says  Perrin  Long.  "He  sits  up 
there  and  pushes  the  buttons,  and  the 
company  just  keeps  rolling  along." 

Retail  head  John  L.  Steffens  is  cred- 
ited with  setting  Merrill's  successful 
asset-gathering  strategy  a  decade  ago. 
Stephen  L.  Hammerman,  a  former 
prosecutor,  established  one  of  the 
toughest  compliance  departments  on 
Wall  Street.  Arthur  Zeikel  built  Mer- 
rill's huge  mutual  fund  operation. 
"Dan's  attitude  is:  If  you  want  me  to 
make  every  decision,  what  do  I  need 
you  for?"  says  Zeikel. 
Many  major  decisions  are  made  by 
consensus.  Schreyer 
and  Tully  wanted  to 
take  a  look  at  buying 
ailing  E.  F.  Hutton  in 
1988.  But  Merrill's  ex- 
ecutive committee 
voted  the  idea  down. 
This  saved  Merrill  the 
problems  Hutton 
brought  to  Shearson 
Lehman  Brothers  Inc. 
Other  times,  Schreyer 
has  had  to  persuade 
his  lieutenants  to 
take  radical  action, 
such  as  the  $470  mil- 
lion restructuring 
charge  in  1989  and  a 
broad  management 
\    \.       ^     reorganization  last 

_^  I  year.  "I  didn't  agree 

with  the  realignment.  [But]  it  was  an 
ingenious  move,"  says  Hammerman. 

When  Schreyer  steps  down  in  1993, 
as  he  has  said  he  will,  Tully  is  expected 
to  take  his  job.  "The  board  backs  Tul- 
ly," confirms  a  board  member.  The  big 
question  is  who  will  replace  Tully  as 
president.  Consumer  chief  Steffans,  50, 
is  considered  the  top  contender.  He  got 
some  rivals  when  four  division  heads 
were  promoted  in  a  1990  reshuffling. 

Although  there  are  some  strong  can- 
didates, it's  not  clear  whether  any  will 
personify,  as  Schreyer  does,  Merrill's 
carefully  crafted  public  image,  which 
relies  on  patriotism  and  bullishness. 
"He  is  the  spirit  of  Merrill  Lynch,  from 
Wall  Street  to  Main  Street,"  says 
Charles  A.  Sanders,  CEO  of  Glaxo  Inc. 
and  a  Merrill  director.  The  man  who 
made  Merrill  get  its  act  together  may 
not  be  an  easy  act  to  follow. 

By  Leah  Nathans  Spiro  in  New  York 
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are  now  gone)  to  broaden  its  manag 
ment  ranks,  including  Courtney  Jone 
former  treasurer  of  General  Motoi 
Corp.,  as  chief  financial  officer.  Its  hi 
gest  embarrassment  was  signing  Ion; 
term  leases  in  1984  on  two  costly  hea 
quarters  buildings  in  lower  Manhatta 
when  one  proved  to  be  enough.  Most 
the  2.2  million  square  feet  in  extra  spai 
has  been  sublet,  but  170,000  square  fs' 
are  still  empty. 

The  low  regard  for  cost  control  mai 
fested  itself  in  less  spectacular  way 
Employees  remember  sending  packag 
to  each  other  between  floors  by  Unit* 
Parcel  Service.  Bond  traders  got  $12 
day,  which  has  since  been  pared  to  \  «w 
for  a  take-out  lunch.  Merrill's  tradipeniie 
floors,  featured  in  the  movie  The  Bo 
fire  of  the  Vanities,  are  probably  tl 
largest  and  most  expensive  on  Wi 
Street.  Traders'  desks  were  piled  hiAiiKi 
with  the  latest  computers  and  screei  E  el  i 
some  of  which  they  never  used. 
REFORMS.  Schreyer  and  Tully  shoulder^?,  re 
much  of  the  criticism  for  these  excess^ 
"They  were  the  ones  that  got  the  blan 
and  they  should  get  the  credit,"  for  t' 
improvement,  says  Regan.  Both  alloW'  Me: 
lieutenants  to  build  separate  fiefdor 
without  holding  them  accountable  for 
suits.  And  they  were  lax  in  installii 
operating  controls,  which  resulted  in  o 
of  Merrill's  few  visible  disasters  duri: 
the  1980s:  a  mind-boggling,  one-day  tr£ 
ing  loss  of  $377  million  in  April,  1987 

That  certainly  got  Schreyer's  atte 
tion.  But  it  wasn't  until  the  crash  lat 
that  year  that  he  pushed  the  panic  bi 
ton.  Merrill  found  itself  stranded  wi 
shrunken  revenues  to  support  its  en( 
mous  cost  structure.  Schreyer  co: 
menced  an  extensive  series  of  reforn  ifipiriui 
"The  institution  doesn't  change.  The  p< 
pie  change,  because  they  become  mo 
experienced  and  they  learn  from  tb  b 
mistakes,"  says  Merrill  General  Couni 
Stephen  L.  Hammerman. 

First,  Schreyer  insisted  that  Men 
beef  up  its  risk-management  procedure 
The  firm  installed  Daniel  Napoli,  a  f 
mer  bond  trader,  in  a  new  position 
senior  vice-president  responsible  1 
monitoring  risk  firmwide.  Instead  of  1 
ing  under  the  thumb  of  a  powerful  tn  mi 
ing  chief,  Napoli  reports  directly  to  Tu 
and  sits  on  the  executive  committ 
Merrill  has  also  scaled  back  trading 
its  own  account.  Today,  about  85% 
trading  revenues  come  from  less  ris 
trading  for  customer  accounts. 

Merrill  is  forcing  managers  to  rir 
their  divisions  more  like  freestandi? 
businesses.  Managers  are  accountai^ 
for  all  the  costs  of  their  divisions, 
firm  is  also  systematically  putting  ur| 
under  the  microscope.  At  the  end  of 
ery  quarter,  in  what  the  firm  call 
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en  of  proof"  process,  Merrill  re- 
from  two  to  five  of  its  businesses 
ire  not  meeting  budgets  and  are 
ig  less  than  a  15'a  return  on  equi- 
hreyer's  overall  goal  for  the  firm. 
II  has  exited  about  15  businesses 
ing  Fine  Homes  International,  for- 
Merrill  Lynch  Realty,  most  of  its 
y  Life  insurance  business,  and  its 
ig  business,  Broadcort  Capital, 
•rill  has  scaled  back  significantly 
?as.  It  cut  costs  407f  in  London 
1988  and  now  makes  a  market  in 
itish  stocks,  instead  of  the  120  of  a 
igo.  It  sold  its  Canadian  retail  bro- 
e  and  pulled  out  of  Australia,  par- 
)  global  sales  offices  down  to  11. 
stically,  Merrill  has  drastically  cut 
h-network  costs.  It  is  reducing  14 
iwide  operations  centers  to  2.  That 
rim  1,200  employees  and  400,000 
e  feet  of  space,  saving  $85  million 
;)2. 

tY  FREEZE.  The  firm  now  forces  the 
of  its  six  operating  divisions — 
.rading,  equity  trading,  investment 
ig,  retail  brokerage,  asset  manage- 
and  insurance — to  pick  up  the  to- 
sts  of  the  support  staff.  The  re- 
of  'dedicating'  these  costs  was 
ssive:  a  whole  tier  of  support  per- 
1  was  eliminated  and  expenses,  no- 
in  human  resources  and  the  con- 
r's  office,  were  reduced 
itically. 

pite  the  strong  stock  market  this 

Merrill  instituted  a  salary  and 
?ount  freeze  throughout  most  of 
rm,  and  managers  have  been  di- 
I  to  shift  people 
slow  to  more  ac- 
reas.  "Ninety  per- 
of  my  time  was 

downsizing  and 
Figuring.  It's  not  a 
)f  a  lot  of  fun," 

David  H.  Ko- 
ty,  executive  vice- 
lent  in  charge  of 
^  "But  I'm  just 
oing  to  add  head 
,  I  don't  want  to 
into  a  position 
!  we're  the  biggest 
;  top  of  the  market.  It's  too  pain- 
Till  is  also  giving  greater  power  to 
nanagers.  The  executive  manage- 

committee,  a  13-member  entity 
'uns  the  firm,  had  been  dominated 
aff  executives  who  ran  such  sup- 
iivisions  as  legal,  operations,  and 
;e.  Now  it  is  guided  by  the  heads  of 
rm's  six  profit  centers. 
I  firm  is  restructuring  the  compen- 
I  system  to  get  employees  to  think 
like  owners.  Managers'  base  pay 
lonus  are  now  based  in  large  part 
le  revenue  of  their  divisions  less 
)llable  costs,  such  as  staff,  space. 


THE  BULL  ON  LOCATION:  SCHREYER'S  GOAL  IS  A  1  5%  RETURN  ON  EQUITY  COMPANYWIDE 


For  all  the 
streamlining, 
Merrill  remains 

a  heavily 
bureaucratic  firm 


and  operational  support.  And  more  pay 
is  in  stock.  Senior  managers  get  %)"/>•  to 
'i>W>  of  their  compensation  in  restricted 
stock,  with  the  pace  of  vesting  linked  to 
Merrill's  ROE.  The  more  senior  the  man- 
agers, the  more  stock  they  get.  "Close 
to  W/o  of  my  net  worth  is  invested  in 
Merrill  stock,"  says  Herbert  M.  Allison, 
Merrill's  chief  financial  officer. 

Despite  the  improvements,  Merrill  still 
has  major  weaknesses.  Despite  years  of 
effort,  the  profitability 
of  its  large  investment- 
banking  operation  still 
is  lackluster.  Merrill  did 
not  begin  building  its 
capital-markets  capabili- 
ties until  the  late  1970s. 
The  firm  became  the 
No.  1  underwriter  of  all 
debt  and  equity  in  1988. 
Yet  that  hasn't  translat- 
ed into  the  top  slot  in 
profitability  because 
Merrill  dominates  most- 
ly the  low-margin,  com- 
modity end  of  the  underwriting  busi- 
ness. For  example,  Merrill  is  the  ranking 
debt  underwriter,  where  fees  are  half  a 
percentage  point  of  the  underwriting. 
But  in  the  initial  public  offering  market, 
where  fees  run  6%  to  7%  of  the  principal 
amount,  Goldman  is  by  far  the  leader. 

Merrill  has  had  mixed  success  break- 
ing into  the  high-margin  mergers  and 
acquisitions  business.  Often,  other  firms 
get  the  call  when  companies  are  plan- 
ning complex  restructurings  and  refin- 
ancings. One  reason  is  that  Merrill's 
bankers  still  don't  have  the  long-term 
relationships  with  corporate  executives 
that  generate  such  business.  "The  juicy 


deals  in  terms  of  profits,  where  you 
need  the  ear  of  the  CEO  and  CFO,  Merrill 
is  not  there,"  says  an  industry  analyst. 

Another  reason  is  that  for  all  of  the 
streamlining,  Merrill  remains  much 
more  bureaucratic  than  most  competi- 
toi's.  This  is  a  major  drawback  in  a  busi- 
ness where  profitability  relies  so  heavily 
on  speed  and  innovation.  It  also  hampers 
Merrill  in  attracting  and  keeping  good 
people.  "Merrill  Lynch  is  a  company 
which  only  tolerates  entrepreneurs," 
says  a  former  Merrill  employee. 
DEEP  CUT?  Longer  term,  Merrill  faces 
fiercer  competition  for  individuals'  as- 
sets, as  banks  and  mutual  funds  go  af- 
ter this  lucrative  market.  On  the  institu- 
tional side,  Merrill  must  contend  with 
more  powerful  banking  rivals,  such  as 
J.  P.  Morgan  &  Co.  And  to  stave  off 
global  financial  giants,  it  must  boost  its 
worldwide  presence.  Merrill  has  a  suc- 
cessful investment  banking  presence  in 
Euroj)e  and  Japan  and  a  thriving  retail 
brokerage  operation  in  Japan.  But  its 
international  presence  is  deficient,  and  it 
may  have  cut  too  deeply. 

But  perhaps  most  important,  it  must 
maintain  its  hard-won  stress  on  organi- 
zational discipline  and  cost-control.  Old 
habits  die  hard.  Observers  note  the 
firm's  compensation  costs  are  moving  up 
again,  although  it  is  hiring  more  brokers 
than  support  staff.  They  also  note  the 
annual  bash  for  Merrill's  top  producers 
will  still  be  held  overseas  in  Barcelona 
instead  of  in  a  more  modest  domestic 
locale.  Dean  Eberling,  a  Shearson  ana- 
lyst, sums  up  the  challenge;  "They  have 
gotten  some  religion.  Whether  they're 
born-again,  I  don't  know." 

By  Leah  Nathans  Spiro  in  New  York 
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CO-CHAIRMEN  RUBIN  AND  FRIEDMAN:  HEADING  FOR  RECORD  PROFITS  IN  1991 


THE  STREET'S  BIG  HOLDOUT 
MAY  HAVE  TO  GO  PUBLIC 


Goldman  Sachs's  capital  needs  could  force  it  to  issue  stock 


The  money  machine  called  Goldman, 
Sachs  &  Co.  grinds  on  relentlessly. 
At  yearend,  it  should  post  record 
earnings  and  may  even  be  Wall  Street's 
pretax  profit  leader  for  1991,  outstrip- 
ping longtime  rival  Salomon  Brothers 
Inc.,  which  is  mired  in  the  Treasury-auc- 
tion scandal.  Only  Merrill  Lynch  &  Co., 
more  than  twice  Goldman's  size,  could 
eclipse  it  for  the  No.  1  spot.  Goldman 
plans  to  boost  earnings  even  more  by 
expanding  its  foreign-trading  and  deriva- 
tive-securities business  and  pursuing 
other  alluring  opportunities. 

Still,  in  the  eyes  of  many  Wall  Street 
players,  Goldman  has  a  major  weakness 
that  could  hobble  such  grand  ambitions: 
The  venerable  r22-year-old  firm  is  the 
last  major  securities  house  not  publicly 
traded.  Unlike  its  rivals,  Goldman  can't 
call  on  U.  S.  capital  markets  for  the  mon- 
ey to  keep  growing.  It  was  recently  dis- 
closed that  Goldman  is  seeking  to  raise 
at  least  $275  million  in  private  capital 
from  a  group  of  insurance  companies. 
Even  so,  many  observers  believe  that 
Goldman,  now  owned  by  its  146  general 
partners,  will  have  no  choice  but  to  go 
public  sooner  or  later. 

As  long  ago  as  1969,  Goldman  began 
considering  the  possibility  of  selling 
stock  publicly.  In  1986,  then-Chairman 


John  L.  Weinberg  held  a  partnership 
meeting  to  discuss  the  matter.  The 
firm's  capital  needs  have  been  growing 
steadily  (chart).  The  idea,  though,  was 
overwhelmingly  rejected.  Most  Goldman 
partners  argued  that  public  ownership 
would  require  detailed  financial  disclo- 
sures. That  would  subject  them  to  carp- 
ing from  stockholders  and  analysts  and 
would  inhibit  long-term  planning.  Gold- 
man has  been  selling  debt  issues  in  Lux- 
embourg, where  disclosure  is  minimal. 

A  Goldman  spokesman  dismisses  re- 
cent talk  about  an  initial  public  offering 
as  "unfounded  speculation"  and  insists 
the  firm  can  meet  the  capital-raising 
challenges  of  the  1990s.  There  is  no  evi- 
dence that  the  firm's  new  co-chairmen, 
Stephen  Friedman  and  Robert  E.  Rubin, 
have  an  IPO  timetable.  But  the  idea  is 
apparently  being  bruited 
about.  A  Goldman  partner 
recently  quizzed  an  execu- 
tive of  a  firm  that  has 
gone  public  on  the  me- 
chanics of  the  process. 

Since  1970,  when  Don- 
aldson, Lufkin  &  Jenrette 
Securities  Corp.  did  Wall 
Street's  first  IPO,  every 
other  major  securities 
firm  has  decided  either  to 
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LONG-TERM  BORROWINGS 
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issue  stock  or  become  a  subsidiary  oil 
larger  financial  institution.  "Hell,  evei-] 
body  wanted  to  stay  private,"  says 
officer  of  a  firm  that  made  the  switcJL^ 
But  "we  just  couldn't."  '  ' 

The   case   for   public   ownership  j 
strong.  Right  now,  Goldman's  assets 
equity  ratio  is  about  25  to  1,  which  is 
line  with  Wall  Street  competitors, 
because  stock  offerings  are  not  an 
tion,  Goldman  must  increasingly  boi 
capital  by  taking  on  debt — a  no-no 
these  leverage-leery  times.  Goldm 
debt  currently  carries  a  lofty  A-1  ratii 
But  ratings  agencies  and  potential 
ents  could  well  be  put  off  by  significa 
ly  greater  leverage. 
YOUTH  BRIGADE.  True,  Goldman  can 
tract  more  equity  by  enlisting  outs 
partners.  Japan's  Sumitomo  Bank  Ltd 
the  largest  holder,  with  a  12.5%  sta 
Nonetheless,  this  approach  has  lim: 
Outside  partners'  stakes  are  structui 
rather  like  private  placements  of  p 
ferred  stock.  Trouble  is,  some  rati 
agencies  treat  these  preferred-Ii 
stakes  as  close  to  debt,  and  Goldn: 
may  be  amassing  too  much  of  that 
keep  raters  happy  for  long.  Raters 
nervous  when  preferred  exceeds  15% 
equity.  Counting  the  Sumitomo  stake 
preferred,  which  some  raters  do,  the 
el  will  be  32%  by  yearend.  An  official 
one  agency  said  that  would  give 
"some  concern."  Even  excepting  the 
mitomo  interest,  which  Goldman  cons 
ers  similar  to  common  stock,  the  le 
would  be  above  the  threshold,  at 

The  youth  of  Goldman's  general  pj 
ners  is  another  factor  for  change.  H 
of  them  have  made  partner  since  19 
Unfortunately,  "they  can't  get  cash 
their  equity  for  years,"  notes  Pei 
Long,  a  First  of  Michigan  Corp.  analj 
There  are  reports  that  some  youn 
partners  have  been  lobbying  for  an  I 
And  every  time  older  Goldman  partn 
retire,  the  firm  must  dip  into  capital 
cash  them  out — albeit  on  a  gradual 
sis.  In  a  public  company,  inside  sh; 
holders  can  sell  stock  with  ease. 

Goldman's  ability  to  remain  pn 
for  this  long  is  a  tribute  to  its  finanl 
agility.  In  1990,  which  was  the  securi 
industry's  worst  year  in  recent  hist 
Goldman  posted  record  pretax  earnii  s 
largely  because  of  its  ;* 
vy  trading  of  foreign 
rencies  and  metals, 
the   firm's  ambitions 
push  into  exotic  tra 
and  other  frontiers  o 
nance  may  require  in  4 
more  capital  than  it 
round  up  the  old-ftti- 
ioned  way. 

By  Larry  Light  and  Lift 
Nathans  Spiro  in  New  }rk 


■f 


FirN 


port  386SL  and 

-     Plus  both  let  you  continue 
neares?Zen»  Data  system  ^^er«. 


w4 

I— I      '  I  • 


ZENITH  ri 

data  systems 

Groupe  Bull 


i386  and  ihe  Imel  Inside  Logo  art-  trademarks  ol  lncel 
Corporation  MasicrsPort  and  Prrmicr  S\>tcni  Management  are 
trademarks  of  Zenith  Data  Systems  ( :oq5oration  MS-DOS  and 
Microsoft  Window!.  iK  trademarks  of  Microsoft  (  orporaiion 
■linder  nonnaJ  rest/resume  conditions  Batten  life  \aries  uitfi 
application.  CPU  clock  speed.  memor\  configuration,  peripheral 
options  attached,  hard  disk  acccvs.  and  display  settings 
Copyright  ©  1991  Zenith  Data  Systems  Corporation 


inance 


INVESTMENTS! 


HOW  I0N6  CAN  BIOTECH 
STAY  IN  THE  STRATOSPHERE? 


With  so  many  untested  companies,  the  rally  could  fall  to  earth 


c 


lynthia  Robbins-Roth  is  a  Califor- 
nia-based consultant  who  makes 
I  her  living  by  analyzing  biotechnol- 
ogy companies.  When  a  prominent  bio- 
tech  venture  capitalist  recently  inquired 
about  a  company  called  Alteon,  he  had  a 
simple  question:  What  in  heaven's  name 
did  it  do?  Although  he  had  just  bought 
1,000  shares  of  Alteon  stock  on  the  ad- 
vice of  his  broker,  "he  had  never  heard 
of  them,"  says  Robbins-Roth.  But  his 
ignorance  was  bliss — for  he  had  already 
doubled  his  money. 

Welcome  to  the  superhot — some  say 
overheated — world  of  biotechnology 
stocks.  Since  the  beginning  of  the  year, 
companies  on  the  cutting  edge  of  bio- 
medical research,  in  fields  as  diverse  as 
AIDS  and  heart  disease,  have  charmed 
Wall  Street  because  of  their 
growth  prospects  and  resistance 
to  economic  malaise.  The  hottest 
segment,  over-the-counter  biotech 
stocks,  has  more  than  doubled  in 
market  valuation,  according  to 
Bridge  Information  Systems  Inc. 

But  with  stock  prices  rising  to 
the  heavens,  the  time  for  caution 
has  arrived.  True,  short-selling  of 
biotechnology  stocks  is  likely  to 
remain  hazardous  so  long  as  the 
buying  mania  continues.  But  long- 
time biotech  bull  Jeffrey  W.  Cas- 
din;  an  Oppenheimer  &  Co.  ana- 
lyst, says  the  time  is  ripe  to  "take 
some  chips  off  the  table." 
OVERWROUGHT.  The  rally  in  bio- 
tech initially  was  led  by  the  most 
solid  biotech  companies — those 
that  actually  have  sales  and  earn- 
ings, not  just  the  promise  thereof. 
A  handful  of  established  compa- 
nies such  as  Amgen,  Genzyme, 
and  Chiron  were  fast  joining  in- 
dustry pioneer  Genentech  in  the 
ranks  of  the  profitable.  But  in  re- 
cent months,  the  momentum  has 
lured  investors  to  more  than  a 
dozen  second-tier  companies,  such 
as  Synergen,  Gensia  Pharmaceuti- 
cals, T  Cell  Sciences,  and  Cyto- 
gen.  Many  such  companies  are 
two  to  five  years  from  having  sig- 
nificant sales  and  earnings,  but 
their  stocks  have  jumped  to  dizzy- 
ing new  heights  anyway.  Mean- 


while, more  than  30  small  biotech  compa- 
nies have  gone  public  this  year,  and 
other  companies  are  heading  back  to  the 
Street  via  secondary  offerings. 

Biotech  investors  are  enraptured  by 
the  promise  of  future  medical  break- 
throughs. Take  Synergen  Inc.,  based  in 
Boulder,  Colo.  It  is  testing  a  drug  called 
Antril  against  a  range  of  diseases,  in- 
cluding life-threatening  infections  and 
inflammatory  conditions.  Dazzled  by  the 
potentially  huge  markets  for  the  drug, 
investors  bid  up  Synergen  shares  from 
$11.50  to  $59.88  this  year. 

Companies  working  in  AIDS  research 
are  even  more  beloved  by  Wall  Street. 
The  list  includes  Medlmmune,  Repligen, 
and,  above  all.  Immune  Response.  That 
company's  recent  stock  performance 


SOME  or  BIOTECH'S  HIGHEST  FLIERS 


Share  price 
12/28/90 

Share  price 
11/13/91 

Percent 
chonge 

AMGEN  Anemia,  cancer 
therapy  drugs 

203/4 

58% 

184% 

BIOCEN  Research  into 
viral  diseases 

29 

473/4 

65 

CENTOCOR  Monoclonal 
ontibody-bosed  drugs 

221/4 

503/8 

126 

CHIRON  Vaccines, 
diagnostic  research 

44 

72 

64 

GENSIA  Heart  and  brain 
disease  research 

93/8 

391/4 

319 

IMMUNE  RESPONSE 

AIDS  vaccine  research 

2% 

46 

1500 

IMMUNEX  Immune-system 
drugs 

353/4 

563/4 

59 

LIPOSOME  TECHNOLOGY 

Novel  drug-delivery  systems 

2 1/4 

11% 

417 

MEDIMMUNE 

AIDS  research 

111/2* 

511/4 

346 

NEUROGEN  Research  into 
onti-onxiety  drugs 

3V4 

171/4 

431 

SYNERGEN  Anti-inflam- 
matory  drugs 

111/2 

59% 

421 

VIRATEK  Manufactures 
anti-viral  drug 

2 

133/8 

569 

Shore  price  on  May  8,  1 99 1 ,  first  day  of  trading 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


provides  a  jarring  example  of  the  jitt 
of  an  overwrought  market.  Analj 
were  predicting  Immune  could  scor 
big  payoff  by  1994  on  a  promising  A 
vaccine,  and  fevered  buying  had  sent 
stock  soaring  twentyfold  since  the 
of  1990.  But  on  Nov.  12,  a  ruling 
Washington  regulators  dashed  the  ci 
pany's  hopes  for  quick  approval,  pi 
ing  some  estimates  out  at  least  anot 
two  years.  The  next  day,  the  compar 
shares  plummeted  26%.  Synergen  st 
likewise  fell  12%  in  two  recent  days 
cause  of  bad  news  on  one  of  its  dru 
EASY  MONEY.  While  such  stocks  are 
deniably  speculative,  the  more  than 
young  companies  that  launched  ini 
public  offerings  this  year  are  even  m 
of  a  crapshoot.  Some  are  simply 
young  to  call:  Seattle-based  Icos,  wh 
shares  have  gained  125%'  since  they 
gan  trading  in  June,  went  public  a  sc 
22  months  after  the  company  was  esl 
lished.  It  has  a  distinguished  roster 
scientists  on  the  payroll  but  not  a  sir 
drug  on  the  market  or  in  clinical  tri 
Then  there  is  Alteon.  Although  the 
year-old  company  boasts  an  impress 
crew  of  scientist  founders,  its  first  pi 
uct,  designed  to  treat  diabetes  compl 
tions,  is  only  in  early  clinical  tests, 
on  Nov.  1,  the  31-person  comp 
raised  $37.5  million  in  its  IPO, 
stock  doubling  in  minutes. 

Industry  experts  give  much 
the  credit  for  this  ongoing  rail; 
the  drawing  power  of  Am 
Inc.,  the  Thousand  Oaks  (Ca 
biotech  giant.  Amgen's  two  bk 
buster  products  to  treat  ane 
and  immune  suppression 
helped  give  it  a  market  valua 
of  more  than  $8  billion.  Th 
days,  says  Michael  Murphy,  ^  ja?i 
edits  the  Overpriced  Stock  t 
vice  newsletter,  "if  you  wann 
lose  a  lot  of  money  in  biot^ 
short  Amgen."  But  investors 
get  burned  in  what  Murphy 
diets  as  a  "very  nasty  correcticj 

Until  a  correction  comes, 
companies  that  raise  money  w| 
the  window  is  open  will  enjo| 
luxury  their  predecessors  did 
Traditionally,  much  of  the  ea 
stage  funding  for  biotech  con] 
nies  involved  a  measure  of  dj 
pline:  meeting  goals  and  pro\j 
progress  to  sophisticated  venti 
capitalists.  Today's  biotech  in] 
tors  have  but  one  goal- 
stock  prices,  fueled  by  hope ! 
scientific  advances.  And  ImmBi-M 
Response's  shareholders  can 
test  to  this:  When  those  hopes! 
ter,  stock  prices  deflate.  Fast.| 

By  Joan  O'C.  Hamilton  in 
Francisco 
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Office  Help  That  Works 
Through  Lunoh. 


The  new  Samsung  FX22CX)  will  also  conne 
in  early  and  stay  late.  Without  connplain- 
ing.  Without  asking  for  a  raise. 

And  if  you're  a  small  business  with  big 
ambitions,  you  need  a  fax  this  good. 

Especially  in  today's  fast-paced  busi- 
ness environment  when  speed  is  of  the 
essence,  and  overnight  delivery  services 
just  aren't  fast  enough. 

With  the  Samsung  FX2200,  you  get 
important  features  like  one-touch  dialing 
for  1 0  locations.  Automatic  paper  cutting. 
Telephone  answering  machine  interface. 


Automatic  FAX/TEL  function  with  out- 
going message.  Ten-sheet  document 
feeder.  Plus  one  more  terrific  feature:  a 
terrific  price. 

And  the  FX2200  is  just  one  of 
Samsung's  new  line  of  sleek  and  stylish 
fax  machines.  Which  means  there's  one 
that's  right  for  your  business. 

For  more  information,  just  visit  your 
nearest  Samsung  dealer. 

Isn't  it  reassuring  to  know  that  while 
you're  out  having  lunch,  one  of  your  most 
valuable  employees  is  working  through  it?,;; 


Samsung  Electronics  America,  Inc.,  301  Mayhill  Street  Saddle  Brook,  NJ  07662  {201 )  587-96CXD  Fax  (201 )  587-91 78 


:g  SAMSUNG 


Electronics 


Technology  that  works  for  life. 
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BY  GENE  G-  MARCIAL 

THIS  DAZZLING 
PERFORMER  MM 
DO  AN  ENCORE 


Investors  are  constantly  scouting 
for  undiscovered  "wonder  stocks" 
that  ultimately  soar  to  great 
heights — something  like  Ivax,  the  fast- 
growing  health  care  company  whose 
stock  has  zoomed  from  6  to  45  in  just  a 
year.  Bl'SlNESS  week  reported  in  June, 
1990,  that  Ivax,  then  at  11,  was  favored 
by  some  daring  pros. 

Now  that  Ivax  has  rocketed  seven- 
fold in  so  short  a  time,  is  it  all  over  for 
the  stock?  Far  from  it,  say  some  mon- 
ey managers  who  have  been  accumu- 
lating shares.  For  openers,  it  will  split 
3-for-2  on  or  about  Nov.  15.  That  will 
broaden  its  appeal  for  small  investors 
and  trigger  more  buying,  says  one 
New  York  money  manager. 

More  important  is  the  commitment 
of  Chairman  and  CEO  Phil  Frost  to  ex- 
pand Ivax,  whose  market  cap  has 
swelled  to  $1.7  billion,  into  a  fully  inte- 
grated global  pharmaceutical  company 
focusing  mainly  on  generic  drugs.  He 
and  his  management  team  came  from 
Key  Pharmaceuticals,  which  they  built 
up  and  then  sold  in  1986  to  Schering- 
Plough  for  more  than  $800  million. 

Veteran  health  care  analyst  Ron 
Nordmann  of  PaineWebber  is  high  on 
Frost  and  his  company.  He  figures 
that  even  though  Ivax  is  relatively 
small,  with  1990  worldwide  revenues  of 
$142  million,  it  has  in  its  pipeline  new 
products — including  drugs  to  treat  Alz- 
heimer's disease,  aids,  and  rheumatoid 
arthritis — that  will  boost  revenues  to 
nearly  $1  billion  in  1994. 
DOUBLE  YOUR  PLEASURE.  And  despite 
its  already  amazing  growth,  Nordmann 
argues  that  Ivax  could  be  a  $100  stock 
in  three  years.  He  estimates  that  a 
company  that  is  likely  to  increase  earn- 
ings at  almost  lOO'/f  annually  starting 
this  year  should  easily  command  a 
price-earnings  ratio  of  25.  He  expects 
the  company  to  earn  $1.25  a  share  in 
1992,  vs.  40$  in  1991,  with  $2.50  on  the 
horizon  for  1993  and  about  $4  in  1994. 

In  line  with  Frost's  plans  for  Ivax, 
whispers  are  that  its  specialty-chemi- 
cals division  will  soon  be  spun  off  to 
shareholders  or  sold,  perhaps  to  Union 
Carbide.  Ivax  and  Carbide  already 
jointly  own  an  Ivax  unit  in  Britain. 
Ivax's  chemical  division  makes  a  broad 
line  of  products  for  the  aerospace, 
semiconductor,  automotive,  and  textile 


IVAX  IS 
ON  A  ROLL 


MAY  15, '91 
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industries  and  is  said  to  be  worth  more 
than  $100  million.  Frost  will  then  con- 
centrate on  the  other  two  divisions — 
pharmaceuticals,  which  includes  inter- 
nally developed  and  licensed  drugs, 
and  the  Diamedex  unit,  which  makes 
diagnostic  test  kits  for  clinics  and  lab- 
oratories. Frost  declined  comment  on 
the  future  of  the  chemical  unit. 


INTELLIGENT  MAY 
OUTSMART  THE  SHORTS 


Computer  sales  have  been  lethar- 
gic— but  not  at  Intelligent  Elec- 
tronics, a  major  seller  of  personal 
computers,  with  a  network  of  1,125 
stores  in  the  U.  S.  and  Canada.  Even 
so,  its  stock  is  in  the  pits,  down  to  21 
from  37  earlier  in  the  year  as  earnings 
per  share  have  slumped. 

But  the  stock's  decline  has  attracted 
other  investors,  who  insist  that  the 
company's  poor  earnings  picture  is 
mainly  due  to  the  23%  rise  in  the  com- 
pany's shares  outstanding.  In  Febru- 
ary, InEl  sold  3.3  million  new  shares  at 
$33  apiece  to  finance  its  acquisition  of 
BizMart,  a  major  chain  of  office-prod- 
ucts stores. 

Kemp  Fuller,  a  portfolio  manager  at 
Baird  Patrick,  is  keen  on  the  stock  and 
thinks  that  despite  the  dilution,  earn- 
ings for  the  fiscal  year  ended  Oct.  31, 
1991,  will  total  $2.i5  a  share,  vs.  last 
year's  $2.05.  He  notes  that  sales 
jumped  from  $1.4  billion  in  fiscal  1990 
to  an  estimated  $1.9  billion  this  year. 
Fuller  is  forecasting  that  earnings  will 
rise  to  $2.40  a  share  in  1992  and  $3  in 
fiscal  1993. 

He  notes  that  the  company  has  man- 
aged to  capture  market  share  and  open 


new  stores  despite  a  weak  economy 
With  debt  of  only  $29.9  million  an 
shareholder  equity  of  $263  million,  "Ii 
El's  goal  to  boost  sales  to  $3.5  billio 
by  1993  is  doable,"  he  says.  Fuller  e 
pects  the  stock  to  climb  to  its  old  hig 
of  37 — which  would  be  12 1/2  times  hi 
estimated  1993  earnings  of  $3  a  shart 
He  notes  that  the  shorts  have  bee 
zeroing  in.  Some  3.1  million  shares, 
about  IT/'  of  the  company's  18  millio 
shares  outstanding,  have  been  sol 
short  as  of  Oct.  15.  The  shorts  ar 
betting  that  recession  and  gener; 
weakness  in  the  computer  industry  wi 
ultimately  batter  the  stock.  But 
Fuller's  earnings  forecast  is  on  tl 
mark,  the  shorts  could  get  caught  in 
painful  squeeze. 


KENT'S  BUY  MAY 
COME  ABOARD  FAST 


A company  selling  electronic  co 
nectors  and  cable  is  hardly  e 
pected  to  be  a  live  wire.  But  c 
the  Street,  dullness  often  turns  in' 
excitement  on  an  earnings  surpris 
That  prospect  has  started  some  recei 
buying  in  the  shares  of  Kent  Electro: 
ics.  The  stock  has  edged  up  from  14 
the  summer  to  17%.  And  some  prAiraK 
are  betting  that  the  stock  could  we 
jump  to  the  mid-20s  if  their  call 
Kent's  earnings  proves  accurat 
Here's  the  scoop: 

Kent  Chairman  and  CEO  Morr 
Abramson  has  been  busy  acquirir 
other  smaller  electronics  suppliers.  Oi 
that  Abramson  has  recently  agreed 
acquire  is  Shelley-Ragon,  a  distributi 
of  electronic  connectors  in  15  state 
with  revenues  of  nearly  $50  million. 

That's  no  secret.  But  Abramson 
keeping  silent  on  when  he  will  coi 
plete  the  purchase  and  just  how  mu( 
the  acquisition  will  add  to  the  botto 
line.  Most  analysts  think  that  the  bi 
won't  be  completed  until  mid-1992  ai 
that  it  will  add  only  5$  a  share  to  ear 
ings  in  the  next  fiscal  year,  endii 
Mar.  31,  1993.  So  they  estimate  th 
Kent  will  earn  $1.05  in  the  year  endii 
Mar.  31,  1992,  and  $1.20  in'fiscal  19£ 
Wrong,  say  some  other  pros.  Thi 
think  that  Abramson  will  finish 
deal  this  year  and  that  fiscal  1993  ear 
ings  will  jump  to  $1.40  a  shar-e,  as  Shi 
ley-Ragon  adds  some  40$  a  share  to  t 
bottom  line.  In  fiscal  1994,  net  is  c 
pected  to  rise  to  $1.60.  But  with  $j 
million  cash  on  hand  and  no  debt,  Ke 
is  out  to  acquire,  and  1994  could  s 
even  bigger  earnings.  So  this  cont: 
gent  thinks  Kent  is  worth  at  least  2 
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CompUSA  and  Dei 

Redefining 
Corporate  Support. 


JELL 


)MPUTER 


JRPORATION 


Seems  like  every  time 
you  turn  around  these  days, 
someone  else  is  shouting 
"corporate  support."  Happily, 
two  big  names  out  there  have 
done  a  whole  lot  more  than 


talk  -  CompUSA  and  Dell. 
m  CompUSA  added  the 

Computer  line  last  fall, 
I'd  already  won  8  PC  Week 
)()rate  satisfaction  awards. 
Now  more  accolades: 

was  ranked  "Best 
u)nal  Computer  in 
tomer  Satisfaction  in 
ill  and  Medium-Sized 
inesses  in  the  U.S."  in 


Dell  System'  320N  Notebook  with 
60  MB  Hard  Drive  21)  MHz  386SX. 
I  MB  RAM.  I  J4  MB  Hoppy  Drive, 
hilgelil  VGA  displax.  ^^^0099 

6  4  lbs.  #912731  Zilyy 


se  1  of  the  first-ever  J.D.  Power  and  Associates 
Industry  Customer 
Satisfaction  lndex,„. 

Add  Dell's  toll-free  tech- 
nical support  hot-hne  good 
for  the  life  of  your  system,  a 
full  year  of  on-site  service 
and  self-diagnostic 
software  all  included  in 
the  price,  and  you're 
talking  support  that's 
second  to  none! 


:v«cm'  nSV  25  MH:  3S6.  2  MB 
100  MB  Hind  Dnvr.  Ihial 
y  Drives,  VGA 
Plus  Monitor. 


'2399 


Now  CompUSA,  the 
nation's  definitive  name  in 
computer  selection 
and  low  prices  has 
made  a  name  for 
itself  in  corporate 
support. 

How?  As  a  ^ 
CompUSA  corporate 

customer,  you're  entitled  to  a  lot  of  special  perks. 
Like  an  assigned  account  representative. 

Plus,  same  day  shipping  on  all  orders  called  in 
before  2  pm.  Or  try  the  convenient  corporate  pick- 
up window  open  7  days  a  week.  And,  our  Business 
Leasing  plans  with  flexible  terms  and  low  monthly 
payments  help  you  save  precious  working  capital. 

Our  service  is  second  to  none  with  a  fully 
staffed  in-store  service  department  open  7  days  a 
week,  and  a  1-900  HelpLine.  Plus,  don't  forget  our 
convenient  evening  and  weekend  store  hours. 

And,  of  course  your  complete  satisfaction  is 
always  guaranteed. 
So,  let  CompUSA 
and  Dell  redefine 
total  corporate 
support  for 
your  company! 
Call  toll-free  or 
come  by  today! 


1-800-451-7638 

CQMPIM 


THE  COMPUTER  SUPERSTORE. 


20  locations  nationwide  to  serve  you:  Atlanta  •  Ciiicago(2)  •  Dallas  (2)  •  Denver  •  Detroit  •  Houston  •  Kansas  City  •  Los  Angeles  (4) 
Miami  •  Philadelphia  •  San  Diego  •  San  Francisco  (2)  •  Washington  D  C.  (2) 

Dell  Syslcm  is  a  rcgislereil  Irailcmark  of  Dell  Conipnicr  Corporalion, 


SPACE  I 


WHAT'S  HOLDING  UP 
EUROPrS  COUNTDOWN 

Fiscal  woes  and  national  interests  hamper  the  EC's  space  program 


THE  HERMES  SHUTTLE: 
GAINING  WEIGHT— 
AND  ADDED  COSTS 


I 


inagine  what  it  does  to  national  pride 
to  spend  decades  watching  the  U.  S. 
and  the  Soviet  Union  fire  manned 
rockets  into  space  while  your  own  gov- 
ernment sits  on  the  sidelines.  Tired  of 
being  also-rans,  the  13  nations  of  the 
European  Space  Agency  (ESA)  decided  in 
1987  to  spend  $14  billion  to  build  a 
manned  space  shuttle,  dubbed  Hermes, 
as  well  as  a  powerful  new  Ariane  5  rock- 
et, and  a  trio  of  orbiting  laboratories. 
Europe's  goal  was  to  send  its  astronauts 
into  space  by  the  turn  of  the  century. 

Suddenly,  those  grand  plans  are  up  in 
the  air.  Costs  have  skyrocketed  to 
nearly  $18  billion.  At  the  same 
time,  Germany,  a  key  ESA  backer, 
is  being  walloped  by  the  huge  bill 
for  reunification.  The  European 
space  program  always  has  been  a 
carefully  balanced  mix  of  proj- 
ects— with  the  French,  Germans, 
Italians,  and  British  each  taking 
the  lead  on  different  ones.  With 
budget  pressures  causing  old  na- 
tional rivalries  to  flare,  Europe's 
space  barons  have  been  wrangling 
for  months.  At  the  summit  be- 
tween France  and  Germany, 
which  foot  most  of  the  bill,  Presi- 
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dent  Francois  Mitterrand  was  expected 
to  press  Chancellor  Helmut  Kohl  to 
keep  the  costly  manned  space  effort  go- 
ing. And  ESA  Director  General  Jean-Ma- 
rie Luton  has  been  trying  to  hammer  out 
a  compromise  that  can  win  approval  of 
all  the  countries  when  the  space  minis- 
ters meet  on  Nov.  20  in  Munich  to  con- 
sider final  development  funding  for  the 
controversial  Hermes  shuttle  and  Co- 
lumbus space  platforms.  It  may  be  Eu- 
rope's last  chance  for  a  manned  orbital 
program  of  its  own.  Says  Luton:  "It's  go 
or  no  go." 


f  EUROPE'S  MANNED  SPACE  PROGRAM  ] 

1990  COST 

BlUIONS 

OVER     LAUNCH  DATE  1 
BUDCn  ORIGINAI/REVISED  | 

HERMES 

+  3-passenger  shuttle 

$7.7 

40% 

1998/2002 

ARIANE  5 

^  Heavy-lift  rocket 

$4.6 

1995/1995 

COLUMBUS  $5.3 

+  Free  Flyer  space  lab 
*  Polar  observation  satellite 
+  Pressurized  lab  to  be  attached 
to  planned  U.S.  space  station 

14% 

1998/2003 
1997/1998 
1996/1998 

1  DATA:EUI)OPUNSnaAGPKY 

Europe's  debate  typifies  the  so; 
searching  every  space  power  suddenl; 
engaged  in.  The  collapse  of  the  cold 
has  undermined  much  of  the  West's 
litical  argument  that  it  had  to  best 
Soviet  Union  by  racing  ahead, 
around  the  world,  advocates  of  aggrj 
sive  space  programs  are  having  to  b 
off  in  their  aspirations,"  says  John 
Logsdon,  director  of  the  Space  Pol 
Institute  at  George  Washington  Uni 
sity.  "We  see  the  pendulum  swing: 
back  to  more  realistic  assessments." 
Even  before  the  Soviet  Unioj 
coup  attempt,  the  budget 
its  Mir  space  station 
been  slashed  by  20%'.  N 
the  breakup  into  separ| 
republics  has  put  furt 
support  for  the  station 
the  expensive  Buran  shuttle| 
limbo.   Meanwhile,  Congress 
scaled  back  plans  for  the  U.  S.  sp; 
station,  after  cost  estimates  soared 
$38  billion.  After  early  experime: 
proved  disappointing,  dreams  of 
commercial  payoffs  from  research 
space  have  faded. 
HORSE-TRADING.  For  Europe,  the 
impetus  is  the  desire  to  be  treated  as 
equal.  Though  its  Ariane  program 
SOS'f  of  the  world  market  for  launc 
commercial  satellites,  Europe's  other 
forts  have  been  largely  subject  to  wh 
of  the  U.  S.  When  the  U.  S.  canceled 
half  of  a  joint  mission  to  survey  the 
in  the  late  1970s,  Europe  was  force 
go  it  alone.  And  repeated  changes  in 
funding  and  design  of  the  U.  S.  s 
station  have  frustrated  Europe's  plj 
for  a  lab  module.  Manned  flight  capa 
ty  could  mean  new  leverage  over  fud 
joint  projects.  "Once  the  Europeans  h 
Hermes,  it  changes  the  entire  equatic 
says  Lynn  Cline,  NASA's  deputy  dire(| 
for  international  relations. 

The  European  ministers  will  thus  1 
ly  try  to  keep  the  major  space  proji 
intact — but  not  without  horse-trad 
France  prefers  an  autonomous  Eun 
an  space  program  and  leads  deve 
ment  of  the  Hermes  and 
heavy-lift  Ariane  5  rocket  nee 
to  launch  it.  Italy  and  Germ 
favor  more  collaboration  with 
U.  S.  So,  they're  developing  a 
for  the  U.  S.  Freedom  space 
tion  and  a  second,  free-flying 
crogravity  research  lab  origin 
designed  to  be  able  to  dock 
the  station.  Britain,  disdainful 
the  entire  manned  space  r^e 
heads  the  work  on  a  polar  orbi  if 
satellite  for  monitoring  Earth. 

The  job  of  striking  a  bakcf 
falls  to  Luton,  49,  the  former  lie 
of  France's  space  agency,  « 
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The  Alfa  Romeo  164.  A  car  so  good,  with  a  warranty  so  complete, 

it  even  covers  the  occasional  mental  breakdown. 


The  Alfa  Romeo  Assurance  Program  is  no  ordinary 
package  of  services.  Because  it  covers  everything 
from  oil  changes  to  windshield  wiper  blade  replace- 
ment for  three  years  or  36,000  miles.  But  it 
rther,  to  cover  things  like  the  cost 
of  roadside  service  should  you 
forgetfully  run  out  of  gas.  Or  the 
installation  of  your  spare  if  you 
have  a  flat  tire  while  on  the  road. 
It's  just  another  reason  to  appre- 
ciate owning  a  164.  Even  under 
the  most  unfortunate  circum- 
stances. Call  1-800-245-ALFA  for 
the  dealer  nearest  you  for  details 
a  copy  of  this 
imited  warranty.* 

•Emergency  roadside  service  and  trip  interruption 
assistance  provided  by  Cross  Country  Motor  Club, 
Inc.,  Boston,  MA  02155;  except  in  California, 
where  services  are  provided  by  Cross  Country 
Motor  Club  of  California,  Inc.,  Boston,  MA  02155. 
©1991  Alfa  Romeo  Distributors  of  North  America 

The  legendary  marque  of  high  performance. 


ifel 


When  you're  in  the  market 
for  a  personal  computer,  it's 
easy  to  get  lost  in  all  the 
numbers.  But  at  PC  Brand, 
we  only  have  to  give  you  two. 
The  first,  $1699,  is  our  virtually 
unbeatable  price  on  the  PC 
Brand  386/SX-16  Notebook* 
And  the  second, 
1-800-722-7263, 
is  the  number 
you  call  to  order  it, 
or  any  of  our  PCs, 
up  to  the  powerful 
i486"'  EISA. 
Of  course,  if  we  wanted 
to,  we  could  show  you  some 
other  amazing  numbers  on 
our  Notebook.  Numbers  like 
2MB  RAM,  expandable  to 
16MB,  and  a  9"  non-glare  VGA 
screen  with  32  (count  'em) 
gray  shades.  And  finally,  8.6"D 
X  1 1"L  X  2.1"H  (its  dimensions), 
7.2  lbs.  (its  weight),  numbers 


in; 


0j 


that  mean  it  can  go  just  about 
anywhere. 

So  if  you're  interested  in 
ordering,  just  call  our,  you 
guessed  it,  toll-free  number. 
We'll  tell  you  about  our  1-year 
limited  warranty,  30-day  no 
questions  asked  money  back 
guarantee,  on-site  service,  and 
unlimited  toll-free  technical 
support.  We'll  also  introduce 
you  to  some  personal 
computers  that  set  industry 
standards  in  price,  quality,  and 
support.  Actually,  they  do  it  a 
number  of  ways. 


PC 


BRAND 


1-800-722-7263 

Visa  MasiefCard  American  Express  and  Discover  accepted 
We  re  open  Mon -Fn  7am  !o  7pm  Sat  8am  to  4pm  Central  Time 


OU 

FOR  A  NEW  PC 


YOUNEEDTOKNOWL 
$1699 
1-800-722-7263 


was  boosted  into  office  by  his  gove 
ment  to  shore  up  support  for  Herm 
Luton's  compromise  would  delay  H 
mes'  launch  by  four  years,  until  20' 
and  delay  and  redesign  the  Free  Fiji 
lab — dropping  the  costly  navigation  g(i 
needed  to  dock  with  the  Freedom.  To 
costs  would  rise,  but  the  comprom 
would  cut  annual  payments  by  an  av 
age  11%  until  2000^and  by  W/c  : 
cash-strapped  Germany.  "Either  mir 
ters  buy  this  package  or  we're  in  a 
tastrophe,"  says  Lansranco  Emilia 
program  manager  for  Columbus. 

There  are  plenty  of  hurdles  to  cle 
however.  Many  researchers  fear  ES. 
rising  costs  will  harm  unmanned  sciei 
projects,  such  as  Germany's  planr 
joint  missions  with  NASA  to  study  com 
and  the  stratosphere.  Moreover 
Research  Minister 
Heinz  Riesenhuber 
says  the  end  of  the 
cold  war  requires  a 
new  direction:  "We 
should  come  to  some 
global  cooperation  in 
space  strategy."  And 
he  is  put  off  by  40% 
cost  overruns  for 
Hermes  and  design 
changes  that  added 
two  tons  of  weight. 
"We  failed  to  reach 
both  performance 
and  cost  goals,"  says 
Riesenhuber,  who  wants  to  take  th 
years  more  to  verify  the  Hermes  des 
before  funding  development. 
SCALING  BACK.  But  Europe's  aerospUpa 
contractors  argue  that  further  depjife! 
would  kill  the  project.  Aerospatiale, 
sault,  and  others  say  they  would  hav 
disband  existing  engineering  teams 
ESa's  manned  program  if  they  can't 
a  funding  commitment  this  year.  ' 
can't  be  strung  along  any  more,"  J 
Ernesto  Vallerani,  chairman  of  Ale 
Spazio,  Italy's  leading  aerospace  fi 
which  counts  on  Hermes  and  Colum 
for  25%  of  its  work  load.  As  it  is 
will  give  up  some  work  on  the  sp 
station  module  to  cushion  German  ( 
tractors  from  a  steep  falloff  in  reven 
when  the  Free  Flyer  is  delayed 

Despite  the  hurdles,  Europe's  over 
ing  will  to  have  an  independent  man 
presence  in  space  is  likely  to  win  out. 
politician  can  afford  to  inflict  furt 
damage  on  local  aerospace  companies 
ready  reeling  from  declining  defe 
spending.  With  a  chill  settling  over 
Soviet  and  U.  S.  space  programs,  a  bi 
budget-stretching  and  design-trimrr 
in  Europe  may  not  seem  all  that  bai 
By  Jonathan  B.  Levine  in  Paris,  5 
John  Carey  in  Washington,  Gail  E.  Sch 
in  Bonn,  and  bureau  reports 


ESA'S  LUTON: 
STRIKE  A  BALA 


9am 


nc 
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It's  not  a  miracle  she  stirvived. 
It's  a  miracle  she  can  afford  to. 

According  to  statistics,  4  out  of  10  people  will  need  long-term  care. 
In  fact,  25%  of  all  employees  already  provide  some  kind  of  care  for 
a  relative  suffering  from  a  chronic  illness,  physical  or  mental  disability. 
And  though  modem  medicine  can  work  wonders,  the  costs  can  be 

equally  amazing.  Even 
for  in-home  care  or  for  a 
stay  in  a  nursing  home. 

But  it's  easy  to  help 
your  employees  prepare 
for  the  future  with  our 
Long-Term  Care  voluntary 
plan.  This  new  insurance 
coverage  has  the  ease  of 
payroll  deducted  premiums. 

Our  program  also  gives 
employees  direct  access 
to  local  experts  who  can 
help  them  make  informed 
decisions  at  a  difficult  time. 
What's  more,  every  patient 
can  choose  to  receive 
individual  care  planning. 
So  they're  assured  of  the  appropriate  services  and  care  through 
a  network  of  trained  specialists.  Moreover,  this  important  benefit  is 
available  for  employees'  spouses,  parents  and  in-laws,  too. 
For  further  information,  call  Frank  Sena,  at  1-800-932-1132. 
The  CIGNA  Long-Term  Care  plan  for  employees  costs  you  almost 
nothing  to  offer.  And  it  will  seem  like  you've  worked  miracles. 

Connecticut  General  Life  Insurance  Company,  a  CIGNA  compciny. 


We  get  paid  for  residts! 


CIGNA 
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ZEROING  IN 

ON  A  LOST  CHILD'S  LOCALE 


I 


t  is  every  parent's 
nightmare:  Browsing 
in  a  shopping  mall,  you 
become  distracted  for  a 
few  critical  moments 
and  look  up  to  discover 
that  your  child  is  miss- 
ing. Usually,  the  young- 
ster is  nearby.  But 
sometimes,  it  can  take 
several  hours  to  locate 
the  child,  and  during  this 
period  you  fear  the 
worst. 
To  help  lost  children 
Betheil,  president  of  Nim- 
has  designed 


summon  help,  engineer  Stephen  M 
rod  International  Sales  Inc.  in  Clarksburg,  N.  J. 
a  special  automatic  dialer  called  Phone  Home.  Smaller  than  a 
deck  of  cards,  it  has  just  one  button  and  stores  a  single  phone 
number.  Hold  the  device  to  the  mouthpiece  of  any  phone,  press 
the  button,  and  it  automatically  calls  home — collect.  Whoever 
answers  can  ask  the  operator  for  the  calling  number.  So,  even 
if  the  child  is  too  young  to  explain  where  he  or  she  is,  the 
police  can  track  down  the  phone's  location.  Phone  Home  is 
being  marketed  by  T&M  Security  Service  Inc.  in  New  York  and 
will  be  available  in  discount  and  variety  stores  for  about  $20. 


THE  SOYBEAN  JOINS  THE  BATTLE 
FOR  PURE  WATER 


The  prospect  of  ever-stricter  clean-water  standards  has  in- 
dustry looking  for  less  expensive  ways  to  remove  toxic 
chemicals.  Now,  scientists  at  the  Agricultural  Research  Ser- 
vice's Southern  Regional  Research  Center  in  New  Orleans 
think  that  the  by-products  from  cereal  and  oilseed  crops  could 
remove  toxics  from  wastewater  at  bargain-basement  prices. 

Results  from  the  first  six  months  of  a  three-year  research 
effort  have  found  that  soybean  hulls  plucked  more  than 
of  the  zinc  found  in  a  test  sample.  That's  comparable  efficien- 
cy to  the  oil-based  resins  and  activated  charcoal  now  used  to 
treat  toxic  effluent.  And  at  just  4(j'  a  pound,  soy  is  dirt  cheap 
compared  with  commercial  ion  exchange  resins  (S2  to  $10  a 
pound)  and  activated  charcoal  (at  least  50$  a  pound). 

Now,  researchers  must  figure  out  how  to  prevent  the  hulls 
from  breaking  down  during  the  filtration  process  and  how  to 
remove  the  toxic  metals  from  the  soy-based  resin  for  reuse. 
And  although  distilled  soy  hulls  are  expected  to  work  on  other 
toxic  metals  besides  zinc,  soy's  ability  to  absorb  toxic  organic 
compounds,  such  as  methanol,  remains  to  be  tested. 


CAN  BLIND  RODENTS 

LEAD  THE  WAY  TO  THE  LIGHT? 


Scientists  have  been  trying  for  years  without  success  to 
restore  sight  to  the  blind.  Now,  researchers  have  the  first 
glimmerings  that  blindness  can  be  reversed. 

The  experiments  began  when  Manuel  del  Cerro  and  co- 
workers at  the  University  of  Rochester  used  bright  light  to 
damage  the  retinas  of  lab  rats.  Del  Cerro  proved  that  the  rats 
were  blind  by  using  a  "startle"  test:  If  animals  see  a  flash  of 


light  before  hearing  a  loud  noise,  they  jump  less  vigorou 
than  if  they  hear  the  noise  alone.  Next,  del  Cerro  implan 
rat  fetal  retinal  cells  into  the  rats'  damaged  retinas. 

Previous  research  had  shown  that  the  transplanted  tiss 
survives  and  makes  connections  to  the  nerv'ous  system.  I 
the  question  was  whether  these  connections  actually  fu 
tioned.  So  del  Cerro  subjected  the  rats  again  to  the  startle  te 
By  jumping  less  when  they  heard  the  noise,  the  rats  shov 
that  they  could  at  Ifeast  perceive  light.  Del  Cerro  cautions  t 
trials  with  people  are  many  years  away,  but  he  hopes  that 
technique  eventually  may  be  able  to  tackle  some  forms 
human  blindness. 


THIS  MIGHTY  MICROSCOPE  IS 
KIND  TO  LIVING  THINGS 


Today's  most  sophisticated  microscopes  offer  amazin 
clear  views  of  individual  atoms.  And  more  surprises  an 
the  offing  from  a  new  breed  of  X-ray  microscope.  These  t( 
will  never  quite  match  the  resolution  of  the  best  elect 
microscopes,  yet  they  offer  a  crucial  advantage:  the  abilitj 
examine  living  tissue.  Specimens  under  an  electron  microsc' 
must  be  held  in  a  vacuum  while  destructive  streams  of  e 
trons  pour  through  the  sample.  These  conditions  destroy  liv 
tissue  and  even  knock  out  semiconductor  chips. 

That's  why  Intel  Corp.  is  so  eager  to  get  its  hands  on 
"soft"  X-ray  microscope  being  developed  by  C.  G.  Wang,  pr 
dent  of  both  startup  Nanodynamics  Inc.  and  Profile  Diagno  NNUA 
Sciences  Inc.  in  New  York  City.  It  will  enable  chipmaken 
inspect  chips  after  everj-  processing  step — without  sacrific 
any  to  an  electron  microscope.  Wang  expects  to  deliver 
first  microscope  early  next  year  for  about  $100,000,  or 
less  than  the  cheapest  electron  microscope.  The  profits  fijlMNC 
those  sales  will  be  plowed  into  finishing  a  similar  tool 
bioscience,  which  Wang  expects  will  take  three  more  ye 
and  cost  at  least  $3  million. 


HOW  TO  FILL  'ER  UP 

WITH  CALIFORNIA  SUNSHINE 


NDSfi 


With  electrically 
powered  cars  des- 
tined to  appear  on 
Southern  California 
highways  soon,  manu- 
facturers and  utilities 
must  find  convenient 
ways  to  charge  the  cars, 
which  will  have  limited 
mileage.  So  Southern 
California  Edison  and 
the  South  Coast  Air 
Quality  Management 
District  have  designed  a 
pollution-free  recharging 
method:  a  solar-powered  carport 

Photovoltaic  solar  panels  on  the  roof  of  the  3,000-square- 
prototype  carport  will  provide  enough  energ\'  to  charge 
cars.  On  cloudy  or  rainy  days,  electricity  would  be  pulled 
the  regular  grid,  says  Nick  W.  Patapoff,  senior  research  t 
neer  at  SoCal  Edison.  The  protot\-pe,  to  be  completed  in  e 
1992,  will  cost  around  $250,000,  but  prices  should  drop  i 
lower-cost  solar  cells  under  development  at  SoCal  and  T( 
Instruments  Inc.  are  ready.  If  the  prototype  succeeds,  S' 
plans  to  build  carports  throughout  the  area  in  public  par 
facilities.  Consumers  would  pay  for  charges  by  credit  cai 


232  BUSINESS  WEEK/NOVEMBER  25,  1991 


SCIENCE  &  TECHN 


FREE  INFORMATION 
FOR  READERS  OF 

Busines^eek 
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HAPPY  EXPERIMENT:  AT  STRIDE  RITE,  DAY  CARE  FOR  CHILDREN— AND  GRANDPARENTS,  TOO 


CORPORATE  AMERICA  IS  STILL 
NO  PLACE  FOR  KIDS 


A  new  survey  finds  that  few  companies  accommodate  family  life 


any  of  Johnson  &  Johnson's 
products,  from  Band-Aids  to 
ibaby  oil,  are  aimed  at  families, 
especially  those  with  children.  So  it 
seems  logical  that  the  New  Brunswick 
(N.  J.)  company  wants  to  build  a  good 
reputation  among  customers  and  em- 
ployees alike  as  a  family-oriented  compa- 
ny. During  the  1980s,  for  instance,  .J&.J 
became  one  of  the  first  to  offer  a  wide 
range  of  family  programs  such  as  dis- 
counts for  local  day  care  centers. 

Then,  in  early  1989,  a  task  force  of 
senior  executives  decided  that  such 
moves  weren't  enough.  James  E.  Burke, 
•JvVJ's  chief  executive  at  the  time, 
launched  a  package  of  12  new 
family  initiatives,  calling  it  "the 
most  important  commitment 
we've  ever  made"  to  employees. 
Burke  even  changed  the  compa- 
ny's written  credo,  which  had 
been  altered  only  three  times 
since  1943.  The  addition  reads: 
"We  must  be  mindful  of  ways 
to  help  our  employees  fulfill 
their  family  responsibilities." 

Coping  with  conflicts  between 
work  and  family  is  one  of  the 
biggest  employment  challenges 
of  the  day.  Over  the  past  two 


decades,  the  number  of  working  women 
has  shot  up  to  nearly  half  the  work 
force.  Single  working  mothers  have  be- 
come plentiful,  and  two-career  families 
may  soon  be  the  norm.  Corporate  lay- 
offs and  relocations,  long  commutes  to 
find  affordable  housing,  and  the  health 
care  morass  add  to  family  pressures. 

In  the  first  systematic  attempt  to  as- 
sess how  well  companies  help  employees 
deal  with  all  this,  New  York-based  Fam- 
ilies &  Work  Institute,  a  research  group 
formed  by  Ellen  Galinsky,  an  expert  on 
work  and  family  issues,  and  Dana  Fried- 
man, a  former  Conference  Board  expert 
on  the  subject,  has  created  what  it  calls 


THE  TOP  SCORERS 


! 


Here  are  the  most  fainily-friendly  of  188  companies  sur- 
veyed. *  Because  all  policies  may  not  fit  every  company,  the 
ideal  score  is  probably  below  the  maximum  of  610 points.  For 
an  explanation  of  the  index,  see  page  236 
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JOHNSON  &  JOHNSON 

245 

JOHN  HANCOCK 

175 

IBM 

223 

WARNER-LAMBERT 

175 

AETNA 

195 

U.S.  WEST 

165 

CORNING 

190 

DU  PONT 

163 

AT&T 

178 

TRAVELERS 

158 

*Based  on  policies  in  place  os  of  spring,  1990 
DATA:  FAMILIES  &  WORK  INSTITUTE 

a  family-friendly  index.  Designed  o\ 
three  years  with  the  help  of  corpon;| 
officials,  academics,  and  other  exper.f 
the  index  assigns  points  for  such  p-- 
grams  as  flexible  work  arrangemei^ 
and  on-site  day  care.  Higher  scores  ij 
given  to  formal,  companywide  pi 
grams.  In  its  first  survey,  completed  1; 
year  and  set  to  be  published  on  Nov. 
the  institute  queried  298  of  the  larg( 
U.  S.  companies,  then  ranked  the  1 
that  responded.  h 
'JUST  STARTING.'  The  results  show  tl 
Corporate  America  still  falls  far  short 
what  the  institute  calls  the  ideal.  1 
survey  did  find  that  many  large  com 
nies  are  helping  employees  cope  w 
children  or  elderly  parents,  and  it  tun 
up  a  profusion  of  experiments.  But 
average  score  was  a  mere  68  out  o: 
possible  610  points.  And  according  to 
institute's  complex  set  of  measures,  o: 
four  companies — .J&.J,  IBM,  Aetna, 
Corning — came  close  to  being  truly  ft 
ily-friendly.  "To  be  successful,  fan 
programs  must  be  seen  as  intrinsic  t 
company's  business  mission,"  says 
linsky.  "And  that's  just  starting  to  h 
pen,  even  at  the  top  four  companie 
Agrees  Sherry  B.  Herchenroether,  v 
monitors  family-services  programs 
Aetna  Life  &  Casualty  Co.:  "Most  c< 
panies,  including  Aetna,  have  a  long  v 
to  go." 

The  institute's  study  is  unusual 
cause  it  differentiates  between  two  o\ 
lapping  issues:  work/family  confli 
and  how  women  are  treated.  For 
stance,  the  survey  didn't  look  at  pay 
promotion  for  women.  Instead,  the  in' 
measures  the  prevalence  and  effect 
ness  of  benefits,  such  as  parental  le; 
which  increasingly  are  used  by  both  r 
and  women. 

Institute  officials  concede  that  tl 
scoring  method  isn't  perfect,  because 
field  is  uncharted  and  rapidly  chang 
Galinsky  also  says  that  even  the  I 
company  may  never  score  610,  beca^*'''u 
every  policy  may  not  be  appropriate 
every  company.  For  instance,  most 
ployees  at  the  New  York  offices  of  I| 
ropolitan   Life  Insurance 
which   ranked   17th,  comirl 
from  the  suburbs.  So  child 
subsidies  would  be  more  apj 
priate  than  on-site  day  care 
In  their  analysis  of  corpo: 
cultures,  the  researchers  fol' 
that  a  company's  commitmert 
family  policies  typically  do 
ops  in  three  stages.  First,  a  ' 
managers  advocate  such  i 
grams.  The  company  mih 
adopt  one  or  two  initiatives,  u 
the  CEO  usually  isn't  invohc 
The  institute  found  that  46' o 
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ANNOUNCING  A 
riRE  THAT  MAY  UVST 
AS  LONG  AS  YOU 
OWN  YOUR  CAR. 


*Oiir  new  all-season  radial 
is  bached  by  an  80,000  mdc 
idwear  limited  warran 
ee  dealer  for  details 


Extra  rubber 
extra  steel, 

gives  you 
a  protection 
gainst  road  j 

hazards 


evolutionary 
new  design 
ensures  even 
vear  for  even 
ligher  mileage 


Rest  easy.  With  the 
looth,  quiet,  comfortable 
ride  we're  famous  for. 


Once  again  Michelin  raises 
the  bar  oj  excellence.  With  the 
highest  mileage  passenger 
tire  we've  ever  made. 


The  XH4 
maintains 
Michelin  s 
renowned 
all-season 
performance 
fr(nn  the  fir.st 
mile  to  the  last. 


More  miles. 
More  value. 
More  Michelin. 


MICHELIN 

BECAUSE  SO  MUCH  IS  RIDING 
ON  YOUR  TIRES. 


X>NGRATUUTION$r 
IT'SAMKHELIN. 

BACKED  BYAN  80,000  MILE  warranty; 


BREITLING 


1884 


Instruments 
FOR  Professionals 


OLDNAVITIMER 
Since  1^52,  it  lias  been  the  wristwatch 
ol  choice  for  pilots  all  over  the  world 
u  ho  value  its  built-in  computer 
— a  practical  slide  rule  that  allows 
them  to  plot  their  flights — its  excellent 
legibilitv.  Its  chronograph  functic^ns 
and  Its  dependable  selfwinding 
mechanical  movement 


OFFICIAL  CHRONOGRAPH 


halheimer's 

\    \    t        I    E    l\    t    I    f    R  s 


12: 


ocial  Issues 


the  188  companies  are  in  this  category. 
Some  33/f  more  haven't  even  made  it 
this  far,  including  three  bottom-ranked 
companies:  Mack  Trucks,  Union  Pacific, 
and  Continental  Airlines. 

In  the  second  stage,  top  officers  get 
involved.  The  corporate  emphasis  shifts 
from  worrying  whether  family  policies 
hurt  productivity  to  looking  at  their  role 
in  recruiting  and  retaining  workers  of 
both  sexes.  Some  19/c  of  companies  are 
doing  this.  In  the  third  stage,  the  corpo- 
rate culture  begins  to  change,  which  the 
institute  found  only  at  the  top  four  com- 
panies. In  1988,  for  example,  IBM  began 
granting  unpaid  parental  leave  of  up  to 
three  years. 

J&J  is  another 
third-stage  company. 
Just  ask  Karen  B. 
Appignani,  34,  a  pro- 
gramming analyst  in 
.J&.j"s  headquarters. 
After  her  daughter 
Tara  was  born  two 
years  ago,  Appig- 
nani's  supervisor 
suggested  that  she 
consider  flex-time  ar- 
rangements. She 
took  a  six-week  ma- 
ternity leave  and 
then  worked  at  home 
on  a  personal  com- 
puter for  three 
months.  Then,  Ap- 
pignani came  into 
the  office  three  days 
a  week  for  an  addi- 
tional three  months, 
working  at  home  the 
other  two  days. 

By  the  time  she  re- 
turned to  work  full- 
time,  .J&J  had  opened 
an  on-site  day  care 
center.  Today,  Ap- 
pignani drops  Tara 
off  at  8:30  a.m.  and 


rate  culture  isn't  easy.  In  most  com 
nies,  such  policies  as  part-time  work  ; 
extended  leave  are  applied  at  the  dis' 
tion  of  an  employee's  immediate  be 
The  performance  of  m.anagers  usualb 
judged  by  how  well  their  unit  does. 
many  fear  that  productivity  will  fal 
employees  go  on  leave,  though  the 
no  definitive  evidence  either  way. 

MetLife  discovered  what  a  stumbll 
block  managers  can  be  in  a  1989  sur 
of  8,400  employees.  About  509c  said  tl 
bosses  weren't  up  to  speed  on  the  C' 
pany's  work/family  programs, 
told  us  we  had  more  work  to  do,"  s. 
Anne  E.  Hayden,  MetLife's  vice-p 
dent  for  human  relations.  The  comp: 


IS  YOUR  COMPANY  FAMILY-FRIENDLY?! 

Tin  Faiiiilies  i-  Work  Institute  created  this  index  to  compare 
work/family  policies  at  large  companies.  It  rates  them  accordin\ 
to  whether  they  have  these  options — and  gives  higher  scores  for 
companywide,  formal  programs 


Policy 


Maximum  scoi 


FLEXIBLE  WORK  ARRANGEMENTS 

Variable  starting  and  quitting  times,  part-time  work 


10 


LEAVES  4l 

Length  of  parental  leaves,  who's  eligible,  job  guarantees 

FINANCIAL  ASSISTANCE  8{ 

Flexible  benefits,  long-term-care  insurance,  child-care  discounts| 

CORPORATE  GIVING/COMMUNITY  SERVICE 

Funding  for  community  or  national  work/family  initiatives 

DEPENDENT-CARE  SERVICES  1 5 1 

Child-  and  elder-care  referral,  on-site  centers,  sick-child  progran 

MANAGEMENT  CHANGE  9l 

Work/family  training  for  managers,  work/family  coordinators 

WORK-FAMILY  STRESS  MANAGEMENT  i 

Wellness  programs,  relocation  services,  work/family  seminars 

TOTAL  POSSIBLE  SCORE:  61 


DATA,  FAMILIES  &  WORK  INSTITUTE 


picks  her  up  at  5  p.m.  She  even  finds 
time  to  burn  off  stress  in  an  aerobics 
class  that  J&J  offers  on-site.  "When  I 
talk  to  people  at  other  companies,"  says 
Appignani,  "they  tell  me:  'You've  got  it 
so  good.'  " 

AFTER-SCHOOL  GAP.  So  why  does  J&J  fall 
short  of  the  ideal  the  institute  drew  up? 
In  the  past  year  or  so,  the  company  has 
added  new  programs,  including  health 
care  for  most  part-timers  and  a  $2,000 
payment  to  employees  who  adopt.  But 
there  are  still  no  after-school  day  care 
programs,  no  vouchers  for  child  care  at 
locations  that  lack  on-site  centers,  and 
no  managerial-performance  ratings 
based  on  work/family  issues. 

Even  when  there's  a  mandate  from 
the  top,  as  at  J&J,  changing  the  corpo- 


sent  all  managers  a  detailed  guideb 
with  answers  to  common  questions 
family  policies.  MetLife  has  also 
training  sessions  for  managers  an( 
studying  ways  to  do  more.  Both  j&j 
IBM  have  set  up  training  courses 
work/family  issues  that  managers  n 
attend.  However,  none  of  these  con 
nies  has  included  the  handling  of  w( 
family  issues  in  managerial-perform; 
ratings,  as  Corning  Inc.  has  done. 

It's  easy  to  see  why  many  supervi: 
are  so  recalcitrant.  Ronald  E.  Burk 
district  manager  of  state  governmen 
fairs  in  American  Telephone  &  T 
graph  Co.'s  Chicago  office,  has  hai 
juggle  a  host  of  requests  since  the  ( 
pany  instituted  new  part-time  and  f 
ble-workday  policies  last  year.  One 
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THE  INVESTMENT.    THE  DIVIDEND. 


It's  smart.  It's  understated.  The  Fujitsu  Pocket 
Commander'"  cellular  telephone  is  an  investment  in 
style,  with  classic  lines  and  tasteful  attention  to  detail. 
Yet  the  Pocket  Commander  is  light  and  compact 
enough  to  fit  in  your  pocket.  And  complementing  the 
phone's  innovative  design  is  the  sophisticated 
technology  you'd  expect  from  Fujitsu. 


1 


8    0  0 


This  is  one  venture  with  a  guaranteed  return.  A  free 
$75  Spiegel  gift  certificate  comes  with  the  purchase 
of  the  Pocket  Commander.  Plus  a  coupon  for  a 
special  promotional  accessory  package.  For  details 
on  the  investment  with  an  immediate  dividend,  call 
for  the  authorized  Fujitsu  dealer  nearest  you.  With 
the  Fujitsu  Pocket  Commander,  style  has  its  rewards. 

5     5     -     9     9     2  6 


Fujrrsu 

The  global  computer  &  communications  company. 

POCKET  COMMANDER^'^  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc.  Promotional  offer  expires  December  31 ,  1 991 . 
Accessory  coupon  not  valid  outside  tiie  U  S  ,  and  not  redeemable  by  dealers 
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LOOKING  FOR  MORE  INCOME? 


71 


V 


Choose  Spartan 

For  Higher 
Tax-Free  Yields 

A  Nationally  Diversified  Portfolio 
of  Quality  Municipal  Bonds 


Spartan  Municipal 
Income  Portfolio 


Tax-Equivalent 
Yield^ 

(31%  tax  rate) 


10.23°' 


Current  Yield^ 

{30-day) 


7.06-" 


1-Year 
Total  Return^ 


13.45°' 


10.9r° 


Spartan  Municipal 
Income  Portfolio  uses  the 
Spartan  Approach"  to  maxi- 
mize tax-free  yields  by  mini- 
mizmg  fund  expenses.  And, 
you  pay  only  for  the  transac- 
tions you  make/ 

Plus,  in  seeking  yields  that 
are  free  from  federal  income 
taxes,  ^  the  fund  offers  you  the 
benefits  of  diversification  by 
investing  in  a  quality  portfolio 
of  municipal  bonds  from  all 
regions  of  the  country.  Of  course,  yield,  share  price  and 
return  will  vary. 

For  more  complete  information,  including  management 
fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefiilly  before  you  invest  or  send  money.  (Mini- 
mum investment  is  $10,000.) 

Call  24  Hours  For  a  Free  Fact  Kit 

1-800-544-8888 


Avg.  Annual  Return/ 
Life  of  Portfolio^ 

(6/4/90-9/30/91) 


Inuesiments 

Common  sense.  Uncommon  results. 


'Transactions  will  redutt  vour  return  "'.\nniialized  hisloncal  yii'ld  lor  the  period  ending  lO/.MA)!  Perlor- 
mance  figures  are  historical  and  include  change  in  share  price,  reinveslnienl  of  dividends  and  capital  gains 
and  the  effect  of  the  $S.()0  closeoul  fee  on  an  average  size  account,  Y()u  may  have  a  gain  or  loss  when  you  sell 
your  shares  If  the  adviser  had  not  paid  a  portion  of  the  Portfolio's  expenses  the  yield  and  tax-equivalent  yield 
would  have  been  approximately  (),8I  "■„  and  '),X7%,  respectively,  and  total  return  would  have  been  lower  The 
expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  y  ield  will  go  down.  \\  portion  of 
income  may  be  suh|ect  to  the  federal  alternative  minimum  tax  Fidelity  Distributors  Corporation  ((ieneral 
Distribution  Agent),  PO  Box  660603,  Dallas,  TX  ^S266-06OV  CODE:  BW/SMB/112591 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


lar  Friend, 

You  know  the  difference  between  a  luscious  homegrown  tomato 
J  a  store-bought  one.  Well,  the  difference  in  taste  between 
r  Double  LL  beef  and  ordinary  beet  is  even  more  dramatic. 
Store-bought  beef  is  shipped  by  train  or  truck  to  warehouses  and 
ises  through  many  hands  before  ending  up  in  the  meat  case. 
Our  USDA-inspected  packinghouse  vacuum  packs,  flash  freezes 
and  then  we  ship  your  order  to  you  by  UPS. 
Another  way  to  tell  the  difference  between  Double  LL  beef  and 
>st  supermarket  beef  is  by  its  color.  Supermarket  beef  that  has  been 
jpped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beet.  In  tact,  the  bright  red  color  ot  supermarket 
it  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beefs  naturally  darker  color  indicates  that 
/gen  has  been  kept  out,  yet  its  moisture  has  been  retained  for  more  flavorful  cooking. 

We  offer  only  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filet  mignons,  tender  T-bone  steaks,  and 
n  sirloins.  We  guarantee  that  Double  LL  beef  will  arrive  within  two  days  of  shipment  in  perfect  condition  and  perfectly 
?d.  Our  beef  is  priced  at  less  than  ordinary  mail-order  beef.  If  yt)u  join  our  club  we  automatically  bill  your  major  credit 
d,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda,  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 

Sincere!)!, 

DOUBLE  LL  RANCH 


LINDA  LEON 


y  1 7, 000  acre  ranch  in  Montana 
ids  behind  the  Double  LL  brand'. ' 


WOROEN.  Bl  M 


m 


MONTANA  59068 


*  SPECIAL  TRIAL  OFFER  * 

10  MOUTH-WATERING  FILET  MIGNONS  (6  oz.  each) 

ONLY  $69.50  plus  $5.50  for  shipping  &  handling 

(Limit  1  shipment  only  per  address) 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 


t 


ersonal  Business 


Tz2  B"-'  A'. 


Taxes 


NIBBLING  AWAY  AT 
THIS  YEAR'S  TAX  BITE 


-rv^r  pay  a  tax  rhis 
vear  that  you  can  put 
jff  till  next.  That's 
no:  a  proci-astinator's  credo 
but  the  classic  de\ice  of  tax 
defen-al.  And  it"s  "probably 
the  major  strategic  thing  to 
do"  to  save  on  your  1991  tax 
bill,  says  Michael  B.  Kennedy. 
:ax  paitner  at  Coopers  &  Ly- 
r-;-and's  Philadelphia  office. 

Deferral — which  involves 
sta.'ing  income,  such  as  a  bo- 
nus. :nto  1992  and  speeding 
up  dc  jjctions.  such  as  chari- 
table ^'.-fe.  into  1991 — is  par- 
ticularly impoitant  now.  It's 
one  of  :  i.e  few  tax-reducing 
ploys  left,  now  that  refonns 
have  closed  most  of  the  lucra- 
tive tax  shelters  of  yesterday. 
Any  income  you  postpone  till 
next  year  -Rill  be  taxed  in 
cheaoer  dollars,  and  bv  the 


time  y.ju  ;e::lc  u:.  Apr:]. 
1993.  you  may  have  earned  an 
extra  year's  interest. 

There's  linle  chance  of  de 
ferral  backfii"ing.  since  Con- 
gress is  unlikely  to  hit  anyone 
v\ith  a  rate  hike  imtQ  after 
the  November.  1992.  election. 
An  ovei*al]  rate  cut 
isn't  in  the  wind,  ei- 
ther, but  Congress 
might  lighten  the  bur- 
den for  many  taxpay- 
er in  1992  through 
such  dences  as  a  new- 
credit  for  children. 

Whatever  comes 
out  of  the  confusion  on  Capi- 
tol Hill.  cuiTent  lavv  i-equii-es 
the  Internal  Revenue  Senice 
to  adjust  tax  brackets  annual- 
ly to  keep  inflation  from  in- 
creasing your  tax  bi!!.  So 
v.-hile  the  top  rate  is  sched- 


u.cd  to  be  31  again  next 
year,  a  bit  more  of  youi-  1992 
income  will  be  taxed  at  the 
two  lower  rates.  15'c  and  28^f 
(table).  That  favors  deferral, 
too.  Kenne  :  -  -  because 
"you'll  be  a:  .  -  :  .  .ve  S4.35tO 
more  taxable  income  next 
year"  under  31^f. 

If  yoiu- 1991  income 
is  heading  toward  six 
figures,  you'll  have 
■"another  reason  to 
defer  income."  points 
J  Michael  Hirsch- 
icj?..  a  New  York  law- 
yer and  conmbutor  to 
Bc-nder's  Federal  Tax  Service. 
Staiting  at  S150.000  for  a  cou- 
ple filing  jointly  or  SIOO.OOO 
for  singles,  the  IRS  wOl  "start 
to  take  avN-ay  some  of  your 
personal  exem.ptions.  "  nov\- 
S2.1-5<">  a  head.  For  each  extra 


■?2.500  in  adjusted  gross  t 
come  lAGIi  above  those 
els — or  even  any  fi-actioi  l 
such  a  chunk — you  lose  21 ; ; 
the  value  of  your  exempti  'a 
HOLD  THE  BONUS.  Kee]  r 
this  year's  agi  under  SKX  tz 
avoids  another  "silly  1  ic 
phase-out"  that  applies  e 
the  first  time  in  1991,  n  t: 
Lee  O'Connor  of  the  G  i : 
Thornton  accounting  fin  i- 
Washington.   It  trims  i  j  ■ 
itemized  deductions  by  3j  t 
AGI  above  SIOO.OOO.    '  t;. 

De\ices  for  holding  d  i-r 
your  AG!  this  year  can  b  t- 
simple  as  bming  a  Treas  i ; 
bill  maruiing  next  year  •  t  - 
special  certificate  of  dq  ' 
"on  which  interest  is  . 
made  available"  until  1994 
cording  to   The  Ernsi: 
Yoioig  Taj:-Sari?-!g  StmU  : 
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1991-1992.  You  can 
your  boss  to  hold  off 

Christmas  bonus  until 

iw  Year's. 

,  "it's  virtually  impos- 
do  responsible,  effec- 
x-planning  without 
at  two  years"  or 
Ivises  Michael  Janicki, 
of  the  family-wealth 
of  Arthur  Andersen 
York.  One  reason  is 
sholds  in  the  tax  law. 
aneous  itemized  de- 
,"  for  example,  count 
the  amount  that  they 
l7o  of  your  AGi.  With 
of  $80,000  both  this 
id  next,  having  ex- 
of  $1,600  each  year 
ring  you  zilch  in  de- 
.  But  if  you  bunch  ex- 
to  get  $1,200  in  one 
id  $2,000  the  next, 
least  bag  a  $400  de- 
in  the  second. 
FTION.  It  gets  to  be  a 
takes  game  for  those 
I  to  the  alternative 
n  tax  (.^MT).  Higher-in- 
xpayers  must  make  a 
set  of  calculations  to 
;he  AMT  is  due.  This 
!  tax  system  makes 
back  various  deduc- 
ncluding  those  for 
id  local  taxes.  Execu- 
ten  have  to  pay  the 
a  year  in  which  they 
5rcised  incentive  stock 
because  the  differ- 
^tween  the  exercise 
d  the  market  value  is 
on  Form  1040  but 
taxable  income  amt- 
'he  idea  is  to  make 
body  gets  by  without 
income  tax  just  be- 
le  or  she  is  making 
m  use  of  big  deduc- 
tax-favored  income. 
XV  tax  bill  comes  out 
in  the  AMT  total,  that's 
)u  have  to  pay.  And 
the  AMT  rate  is  up 
ir,  to  24%  from  21%, 
lore  people  will  find 
e  first-time  AMT  pay- 
diets  Janicki.  Among 
ho  should  be  particu- 
irt,  he  says,  are  "two- 
couples,  with  each 
making  $80,000  to 
l"  For  couples,  the 
),000  of  AMT  income  is 
as  is  the  first  $30,000 
les. 

the  AMT  enters  your 


A  TOOL  KIT  FOR  TAX  SAVINGS 

Refus/ng  to  \h\nk  about  taxes  until  April  could  prove  costly. 
Shunting  income  and  deductions  from  one  year  to 
another  is  a  classic  strategy  for  trimming  tax  bills.  It  requires  a 
review  in  time  to  act  before  1 99 1  runs  out.  At  the  least,  you'll 
see  if  you  can  cut  v/ithholding  or  should  increase  it  to  avoid  a 
penalty.  You're  safe  if  withholding  will  equal  90%  of  your 
J  99 1  tax  or  100%  of  I990's  tox 


1991  ^■1992 


SALARY  AND  OTHER  INCOME 


ALIMONY,  IRA,  KEOGH  PAYMENTS 


EQUALS 


ADJUSTED  GROSS  INCOME  (AGI) 


ITEMIZED  DEDUCTIONS* 


PERSONAL  EXEMPTIONS'* 


TAXABLE  INCOME 


■  No  change  in  tax  rates  is  scheduled.  But  brackets  are 
raised  each  year  to  cushion  you  against  inflation.  So  here, 
with  bracket  amounts  for  1 992  estimated  by  Bender's 
Federal  Tax  Week,  is  what  a  married  couple  filing  jointly  can 
expect  to  pay  each  year  on  each  slice  of  taxable  income: 

15%  on  the  first       $34,000  $35,800 

28%from   34,001  to  82,1 50    35, 80no  86,500 

3r/oon   82,151  andup         86,501  andup 

■  And  here's  the  picture  for  singles: 

15%  on  the  first       $20,350  $21,450 

28%from   20,35 1  to  49,300    21,451  to  51,900 

31%on   49,301  endup        51,901  and  up 

'  Reduce  them,  except  for  medical,  casualty,  theft,  and  investment-interest 
expense,  by  3%  of  AGI  above  $  1 00,000  in  1991  and  $  1 05,250  in  1992 

"They're  $2,1  50  each  in  1991  but  are  cut  by  2%  of  each  extra  $2,500  of  AGI 
starting  at  $  1 50,000  for  couples  and  $  1 00,000  for  singles.  For  1 992,  plan 
on  exemptions  at  $2,300,  with  reductions  starting  at  $  1 57,900  for  couples, 
$105, 250for  singles 

DATA  ERNST  S  YOUNG,  JfNDH'S  ffOfWI  liX  WfK 


life,  bunching  takes  much 
more  care.  To  come  out 
ahead,  try  to  move  income 
into  a  year  when  you  can't 
escape  the  AMT  anyway  and 
everything  is  taxed  at  247'  in- 
stead of  your  usual  28%  or 
31%'.  But  you  should  try  to 
stay  out  of  the  AMT  at  least 
every  other  year,  Janicki 
adds,  so  that  you  can  use  ma- 
neuvers that  work  only  under 
the  regular  tax  system — such 
as  prepaying  next  January's 
state  and  local  income-tax  in- 
stallments this  December. 
■PAINLESS  WAY.'  The  regular 
tax  law  is  hard  enough  on  de- 
ductions these  days:  Even  the 
last  shreds  of  consumer  inter- 
est deductions  disappeared 
with  1990.  So  advisers  are 
urging  clients  not  to  overlook 
any  possible  financial  maneu- 
ver during  the  rest  of  1991.  If 
your  investment-interest  ex- 
pense for  buying  securities  on 
credit  this  year  will  be,  say, 
$13,000  and  your  investment 
income  only  $10,000,  you  have 
$3,000  more  expense  than  you 
can  deduct.  But  there's  an 
"almost  painless  way"  to 
make  it  deductible,  says  Eli 
Warach,  chief  consulting  edi- 
tor at  Thomson  Professional 
Publishing:  Sell  off  profitable 
securities  for  an  extra  $3,000 
of  investment  income. 

This  is  the  time,  too,  to  con- 
sider doing  things  "that  you 
may  not  be  able  to  do  next 
year,"  counsels  Bob  Coplan,  a 
principal  at  Ernst  &  Young  in 
Washington.  Particularly  vul- 
nerable in  1992,  Coplan  fears, 
is  five-year  averaging  for 
lump-sum  pension  payouts.  If 
you're  thinking  of  a  home-eq- 
uity loan,  it  would  be  prudent 
to  take  it  this  year,  just  in 
case  Congress  later  restricts 
the  interest  deductibility  on 
these  loans. 

How  you  handle  your  vaca- 
tion house  for  the  rest  of  the 
year  can  matter,  too.  Renting 
it  out  for  more  than  14  days 
lets  you  deduct  upkeep  costs, 
but  only  if  you  "hmit  your 
personal  use  to  14  days" — or 
10%  of  the  rental  days,  notes 
1991  Year-End  Tax  Strate- 
gies from  Commerce  Clearing 
House.  Getting  close  to  the 
limit?  You  might  want  to  stay 
in  town  and  work  on  your  tax 
strategy.  Dick  Janssen 
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Investing 

CASH  IN  NOW  ON  THE  DOW, 
PAY  UNCLE  SAM  LATER 


With  the  stock  mar- 
ket now  hovering 
around  new  highs, 
investors  may  be  tempted  to 
lock  in  capital  gains.  Those 
selling  stocks  for  a  profit  can 
always  offset  gains  with  capi- 
tal losses.  But  if  you  don't 
have  much  in  the  way  of 
losses  this  year  and  prefer  to 
pay  taxes  later  rather  than 
sooner,  there  are  still  ways  to 
cash  in  current  gains  while 
postponing  the  tax  on  them 
until  1992. 

This  year,  at  least,  inves- 
tors don't  have  to  contend 
with  any  significant  changes 
in  the  tax  laws.  After  offset- 
ting capital  gains  with  capital 
losses,  individuals  can  still  de- 
duct up  to  S3.000  of  net  capi- 
tal loss  from  oi'dinaiy  income. 
Any  amount  over  that  level 
can  be  carried  fonvard  and 
used  in  future  years. 

With  so  many  stocks  bene- 
fiting from  the  surge  in  the 
market,  however,  some  tax 
sti-ategies  make  more  sense 
this  year.  One  popular  tech- 
nique investors  can  use  is 
"selling  short  against  the 
box."  This  allows  you  to  lock 
in  a  cun-ent  gain  and  defer 
taxation  until  1992.  "A  lot  of 
investoi-s  feel  that  their  capi- 
tal gains  may  be  somewhat 
tenuous,  that  there  could  be  a 
market  correction."  says  Rob- 
ert Willens,  an  accounting  an- 
alyst with  Shearson  Lehman 
Brothere.  "It's  almost  a  per- 
fect scenario  for  selling  short 
against  the  box." 
NEAT  HEDGE.  It  works  like 
this:  An  investor  who  already 
owns  100  shares  of  XYZ  Corp. 
borrows  another  100  shares 
from  a  broker  and  has  the 
broker  sell  them  immediately. 
In  stock  market  parlance,  the 
investor  has  made  a  "short 
sale."  When  it's  time  to  re 
tui-n  the  100  shares  of  XYZ  to 
the  broker— in  1992,  of 
couj-se — the  investor  delivers 
the  shares  held  in  his  or  her 
personal  portfolio  (the  "box"). 
The  Internal  Revenue  Senice 


doesn't  consider  the  position 
closed  and  taxable  until  those 
"long"  shares  are  delivered  in 
1992.  If  the  shares  appreciate 
after  you  sold  the  borrowed 
shares,  you  miss  out  on  that 
extra  gain.  If  the  stock  goes 
down,  then  your  hedge  has 
paid  off. 

If  vou  want  to  hold  on  to  a 


stock  that  already  has  gained 
in  value  but  you're  worried 
that  it  might  decline,  you  can 
hedge  your  position  by  bujing 

a  "put"  option.  That  i  

gives  you  the  right  to 
sell  100  shares  of  the 
underlying  stock  at  a 
set  price  within  a  peri- 
od of  months.  The 
value  of  your  puts 
will  increase  if  the 
stock  goes  down. 

The  option  price  on  the  put. 
called  the  "strike"  price, 
would  be  slightly  below  the 
current  share  price.  And 
vou'd  buv  an  ODtion  with  an 


Y  E  A  R  E  N  D 
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YEAREND  SWAPS  TO  ENHANCE 
YOUR  PORTFOLIO 


if  you  want  to  maintain  your  basic  market  position  bur  rake  a 
capital  loss,  you  con  sell  a  fallen  stock  and  switch  to  anotfier 
holding  in  the  same  industry  group.  Or  you  may  want  to  recog- 
nize a  gain  and  switch  into  a  faster-growing  stock 


^vV     SOME  PICKS  FROM  PAINEWEBBER., 


^^^^^ 


AMERICAN  BRANDS 
DOW  CHEMICAL 

FEDERAL  NATL.  MORTGAGE  ASSN. 
H.  J.  HEINZ 


PHILIP  MORRIS 
PPG  INDUSTRIES 
HOUSEHOLD  INTERNATIONAL 
CPC  INTERNATIONAL 


^^VV     ...AND  FROM  STANDARD  &  POOR'S  8oy 


242  BUSINESS  WEEK/NOVEMBER  25  1991 


ADOLPH  COORS' 

GENCORP 

OLIN 

UNION  PACIFIC 

■Qoss  B  stock:  Coors  trades  over-thMountef 


BROWN-FORMAN* 
UNITED  TECHNOLOGIES 
W.  R.  GRACE 
KANSAS  CITY  SOUTHERN 

OAIi  PAlNEViBSEii  IHC  STAItOAU  i  POOli  S  COtt 


expiration  date  in  Jan 
1992.  For  example,  say 
bought  500  shares  of  Joh 
&  Johnson  earlier  this  ye 
S70  a  share.  The 
was  trading  on  N 
at  96%.  You 
buy  five  Januar 
put  options,  esse 
ly   giving  you 
right    to  sell 
shares  of  J&J  at 
share.   That  w 
cost  vou  S262.o0  per  o 
for  a"  total  of  Sl.312.50 
commission.  At  Sheai 
that  commission  woul 
S86,  says  Willens. 

If  the  stock  declined  ii 
ue.  say  to  90.  you  couk 
your  puts  to  make  up  th( 
of  value  in  the  shares 
own.  If  -J&J  shares  rise,  s 
110.  your  puts  will 
woithless.  but  your 
will  have  increased  in 
by  S6.812.50.  more  thaij:, 
sening  the  cost  of  the  h 

GO  FOR  GROWTH.  Most 
ers  say  now's  the  tin 
weed  out  underperfori 
PaineWebber  suggests 
ing  into  stocks  with  gi 
growth  potential  in  the 
moving  1990s.  Among 
pics:  Switch  from  Am€ 
Home  Products,  with  an 
mated  gi-owth  rate  of 
rito  Bristol-Myers  Sq 
.'.  hich  is  growing  at  an 
::iated  W/c.  Since  Paine 
■.■ev  projects  similar  { 
-arnings  ratios  in  1992  f( 
companies,  "you're  bu}ii  tDs 
perior  growth  without  p 
mxuch  higher  multiple,' 
PaineWebber  investmen 
lyst  Mary  Farrell. 

That  would  establish  s 
or  loss  that  might  fit  in 
your  tax  needs.  And  y 
presented  your  stake  in 
dustr}'.  You'll  run  into 
if  you  try  to  take  a  loss 
stock  you've  owned  foi 
than  30  days  or  if  you  bi 
stock  back  before  30 
have  passed  from  the  da 
sold  it.  The  IRS  would  dis 
,  such  a  loss  under  the 
j  sale"  rule.  Losses  will  a' 
i  denied  for  call  options, 
'  rants,  or  convertible  i 
that  "substantially  rese 
the  stock.  It's  the  IRS'  wj 
reminding  investors 
can't  have  their  cake  ai 
it.  too.  Suzanne  W' 
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You  INVESTED  MILLIONS 
in  your  COMPUTERS. 
This  FREE  BOOK  will  help 
you  SAVE  //. 


.  planning?  We  wouldn't  be 
ised  if  this  is  one  book  you 
:  be  able  to  put  down, 
cause  it  not  only  shows  you 
;o  protect  your  past  invest- 
s  in  Bull,  IBM:  DEC*  and 
vendor  systems, 
^ives  you  a  comprehensive 
;  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

e  Distributed  Computing 
;1  is  our  blueprint  for  systems 
ration. 

ing  this  architecture,  we  can 
2Ct  your  different  networks, 
d  get  applications  based  on 
tandard  to  run  with  applica- 
based  on  another, 
instead  of  being  hamstrung 
le  technology,  you  can  take 
itage  of  many. 

ying  and  using  the  best  solu- 
lo  matter  who  it  comes  from, 
lat  you  buy  and  plan  for  will 
both  today  and  tomorrow. 

IBM  IS  a  regislered  Irodemark  of  Ihe  Inlernationol  Bu; 


I  current  systems  can  work  better, 
'  regardless  of  vendor. 

Call  1-800-233-BULL, 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 
 1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 


Since  Bull  is  a 

founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start.?  What  products 
do  I  use.?  How  fast  should  I  go?" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 

ss  Machines  Corporation  DEC  is  a  regislered  (rodemork  of  tfre  Digilol  Equipment  Corporation  ©  1991  BULL  HN  Inlormotion  Systems  Inc 
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Charitable  giving  is  one 
of  the  most  satisfying 
ways  to  trim  your  tax 
bill:  You  get  to  help  a  worthy 
cause,  and  the  worthy  cause 
helps  you  back.  But  if  you're 
planning  to  do  something 
more  complicated  than  writ- 
ing a  check,  you'd  better  start 
talking  to  a  professional  tax 
adviser  pronto. 

It's  especially  important  if 
you're  thinking  of  donating 
paintings  or  some  other  "tan- 
gible personal  property,"  sucli 
as  sculj)ture,  manuscripts,  or 
antique  furniture.  Unless 
Congress  grants  an  extension, 
as  museums  are  urging,  you 
have  only  till  the  end  of  1991 
to  take  advantage  of  a  one- 
year  "window"  that  spares 
you  paying  the  alternative 
minimum  tax  (A.MT)  on  the  dif- 
ference between  a  work's 
original  cost  and  the  current, 
higher  value  you  deduct  from 
your  regular  tax  (page  240). 
You  need  an  independent  ap- 
praisal of  any  items  valued  at 
more  than  $.5,000. 
GIFT  CERTIFICATES.  To  qualify, 
you  must  give  to  a  charity — 
typically  a  museum — that  can 
use  the  item  as  part  of  its 
regular  work.  Donating  art  to 
a  soup  kitchen  won't  work. 
But  if  yours  isn't  a  mega- 
bucks  donation,  you  don't 
have  to  rush.  To  avoid  paying 
the  .A.MT,  just  be  sure  to  make 
the  contribution  in  a  year 
when  your  total  de- 
ductions are  not  go- 
ing to  exceed  the 
$40,000  exemption. 

Giving  away  stock 
that  has  appreciated 
is  a  more  common 
yearend  maneuver.  If 
you  have  held  it  for 
more  than  one  year,  you  get  a 
regular  tax  deduction  for  the 
full  market  value  (although 
securities  aren't  eligible  for 
the  one-year  amt  escape 
hatch).  Handing  over  stock  is 


Contributions 


BETTER  TO  GIVE  THAN  RECEIVE 
—BUT  WHY  NOT  BOTH? 


PLANNING 


much  lit  iUT  than  selling  it  at 
a  profit  and  donating  the  pro- 
ceeds, because  you  avoid  the 
capital-gains  tax  that  a  sale 
would  entail. 

Giving  shares  requires  fore- 
sight. The  gift  doesn't  count 
"until  the  day  the  se- 
curities are  actually 
transferred  on  the 
books  of  the  issuing 
corporation" — and 
how  long  that  takes  is 
"unpredictable,"  says 
a  brochure  on  planned 
giving  from  Washing- 
ton University  in  St.  Louis. 

But  what  if  you  want  to 
give  away  a  loser?  Don't  do 
it,  .says  Bob  Coplan  of  Ernst 
&  Young.  "It's  better  to  sell, 
take  your  loss  for  tax  pur- 


poses, and  then  give  the  pro- 
ceeds" for  a  full  charitable  de- 
duction, too,  he  says. 

Donating  cash  to  a  charity 
gets  tricky  around  yearend, 
too.  A  check  mailed  on  Dec. 
31  counts  for  1991,  but  not 
one  that  you  hand  over  in  per- 
son a  day  later,  according  to 
Washington  University.  By 
contrast,  an  Ernst  &  Young 
publication  says,  a  donation 
charged  to  your  credit  card 
this  year  "will  be  deductible 
in  1991  even  though  you  don't 
pay  the  charge  until  1992." 

The  charitably  inclined  can 
come  out  ahead  on  taxes,  too, 
by  planning  for  more  than 
one  year  at  a  time,  suggests 
Arthur  Andersen's  Michael 
Janicki.   "Many  people  give 


the  same  amount  of  cash  e.^ 
year,"  he  says.  But  the  de(c- 
tion  means  more  in  a  jit 
when  they're  paying  regii 
tax  at  31%  than  at  28%. 

You  can  arrange  with  mj 
charities  to  get  more  f: 
your  gift  than  a  tax  deduca 
and  a  sense  of  doing  the  rlil 
'  ing.    Many  instituticg 
ranging  from  universitiesl 
environmental  groups, 
put  your  gift  in  what's  kn^ 
as  a  charitable  remain;, 
trust,  which  pays  you  inc^ 
for  the  rest  of  your  life.  ' 
LIFE  BENEFIT.  The  cha 
keeps  the  money  when 
die,  but  you  don't  hav( 
wait  that  long  to  claim  at 
(luction.  A  federal  forn^i 
)ased  on  your  life  expecti^ 
and    the    plan's  expe(* 
layout,  limits  the  upfront 
(luction  to  part  of  the  ami. 
you  contribute.  Still,  "socl||j 
away  $100,000  or  so  makr- 
worthwhile,"  Coplan  s 
and  some  institutions  i 
work  with  lesser  sums. 

For  instance,  a  60-yea;ii 
who  puts  a  $50,000  corpoi 
tiond  paying  10%  interest  j 
a  charitable  remainder  tl 
gets  $5,000  a  year  plus  a 
time  tax  deduction  of  $11 
says  Ernst  &  Young.  If  a 
bracket  donor  funds  the  t 
with  a  municipal  bond  pa 
7%  tax-free  interest  inst 
spendable  income  will 
about  the  same,  while  thu 
front  deduction   will  mi 
double.  That's  because  ta2 
empt    muni-bond  intej! 
doesn't  count  against  yc 
the  federal  formula. 

Such  wrinkles — and  a 
ety  of  fund  types — are  re,- 
enough  for  careful  com 
tion  with  a  tax  adviser 
you're  entrusting  a  big  cl 
of  your  future  income 
charity,  you'll  want  to  fe 
comfortable  with  the  ta: 
tails  as  with  the  institut 
philosophy. 


Worth  Noting 


■  KEOGH  CAUTION.  A  Keogh 
retirement  plan  can  shelter 
up  to  $30,000  of  self-employ- 
ment income  a  year.  And  you 
can  wait  till  Apr.  15  to  feed 
it — or  later,  if  you  request  a 
filing  extension.  But  to  get  a 


1991  deduction,  you  must 
open  the  account  no  later 
than  Dec.  31. 

■  GIFT  REMINDER.    YoU  Can 

give  $10,000  to  another  per- 
son each  year  free  of  gift-  or 
estate-tax  consequences.  Or, 
"with  your  spouse's  con- 
sent," says  J.  K.  Lasser's 
Your  Income  Tax  1992,  the 


maximum  for  a  joint  gift  is 
$20,000  per  recipient. 

■  WINTER  WEDDINGS.  A  COU- 

ple  with  a  big  disparity  in 
incomes  can  save  on  taxes  by 
getting  married  in  December 
and  filing  a  joint  return  for 
1991,  advises  Ernst  & 
Young.  But  two  people  who 
make    about    the  same 


amount  of  money  woulc 
better  to  wait  till  Januar 

■  SHELTER    SELLOFF.  "PaS 

losses"  from  tax-shelter 
vestments  don't  offset 
nary  income  anymore- 
cept  when  you  sell  the  ei 
investment.  If  you  do  so 
year,  the  accumulated  lo 
become  1991  deductions. 
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PERSONAL  E'l 


JR  PASSBIGERS  AREN  T  COMPLAININC 
tBOUr  OUR  MONOTONOUS  BEHAVIOR. 


r  the  third  consecutive  year,  the 
5  of  Conde  Nast  Traveler  magazine 
losen  Alaska  Airlines  as  the  nunnber 
'line  in  the  U.S. 

parently  the  people  who  fly  us 
jr  competition  can  see  some  sort 
sistent  difference. 

e'd  like  to  think  they  can  taste  the 
noney  we  spend  on  hearty  fresh 
and  complimentary  regional  wines. 
ie  additional  legroom  on  most  of 


our  flights  makes  them  a  bit  more  com- 
fortable. And,  that  our  passengers  sense 
Alaska's  special  commitment  to  on-time 
arrivals,  dependable  baggage  and  hassle - 
free  reservations. 

Most  of  all,  we  want  to  believe  that 
the  awards  we've  been  collecting  are  prin- 
cipally due  to  how  we  treat  our  customers. 
That  anyone  who  occupies  a  seat  on  one 
of  our  planes  receives  the  same  genuine 
hospitality  flight  after  flight  after  flight. 


If  all  this  sounds  like  your  kind  of 
airline,  we  suggest  you  conduct  your 
own  on-board  survey  soon.  Just  call  your 
travel  agent  or  Alaska  Airlines  at  1-800- 
426-0333. 

We'll  show  you  that  a  little  monotony 
can  be  downright  memorable. 
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I'M  GOING  TO  GENOA 


Christopher  the  Cat  is  the  of- 
ficial mascot  of  the  Interna- 
tional Specialized  Exhibition 
■'Christopher  Columbus: 
Ships  and  the  Sea  ".  With  the 
curiosity  of  cats,  he  stands  to 
represent  the  amazing  variety 
of  attractions  and  points  of 
interest  that  will  be  gathered 
in  Genoa's  Old  Harbour  area 
from  May  15  to  August  15, 
next  year:  the  adventure  of 
sailing,  the  fascination  of 
scientific  sea  exploration,  the 
intelligence  of  ocean  techno- 
logy, the  big  topical  issues  of 
the  marine  environment.  It 
will  be  one  spectacular  vision 
featuring  the  sea-related 
projects  and  achievements  of 
several  participating  coun- 
tries. But  there  are  more  rea- 
sons to  go  to  Genoa.  The 
Exhibition  will  coincide  with 
the  rejuvenation  of  the  histor- 
ical city  center,  based  on  a 
vast  project  by  Genoa-born 
Renzo  Piano,  one  of  the 
world's  leading  architects. 
Investing  in  the  city's  future, 
the  restoration  will  give  new 
life  to  the  Old  Harbour  docks 
and  warehouses,  to  which 
major  new  permanent  facili- 
ties will  be  added.  In  particu- 
lar, a  number  of  important  in- 
ternational meetings  -some  of 
them   sponsored   by  the 
United  Nations-  will  be  held  in 
the  new  Congress  Centre,  a 
prime  venue  offering  coun- 
tries from  all  over  the  world 
an  outstanding  opportunity 
to   come   together.  Ente 
Colombo  '92  Via  Sottoripa,  5 
Tel.  (010)  28.41.11  -  Fax  (010) 
29.26.93  -  16123  Genoa  -  Italy 
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I'M  m  10  GENOA 


Christopher  the  Cat  is  the  of- 
ficiaf  mascot  of  the  Interna- 
tional Specialized  Exhibition 
"Christopher  Columbus: 
Ships  and  the  Sea".  With  the 
curiosity  of  cats,  he  stands  to 
represent  the  amazing  variety 
of  attractions  and  points  of 
interest  that  will  be  gathered 
in  Genoa's  Old  Harbour  area 
from  May  15  to  August  15, 
next  year:  the  adventure  of 
sailing,  the  fascination  of 
scientific  sea  exploration,  the 
intelligence  of  ocean  techno- 
logy, the  big  topical  issues  of 
the  marine  environment.  It 
will  be  one  spectacular  vision 
featuring  the  sea-related 
projects  and  achievements  of 
several  participating  coun- 
tries. But  there  are  more  rea- 
sons to  go  to  Genoa.  The 
Exhibition  will  coincide  with 
the  rejuvenation  of  the  histor- 
ical city  center,  based  on  a 
vast  project  by  Genoa-born 
Renzo  Piano,  one  of  the 
world's  leading  architects. 
Investing  in  the  city's  future, 
the  restoration  will  give  new 
life  to  the  Old  Harbour  docks 
and  warehouses,  to  which 
major  new  permanent  facili- 
ties will  be  added.  In  particu- 
lar, a  number  of  important  in- 
ternational meetings  -some  of 
them  sponsored  by  the 
United  Nations-  will  be  held  in 
the  new  Congress  Centre,  a 
prime  venue  offering  coun- 
tries from  all  over  the  world 
an  outstanding  opportunity 
to  come  together.  Ente 
Colombo  '92  Via  Sottoripa,  5 
Tel.  (010)  28.41.11  -  Fax  (010) 
29.26.93  -  16123  Genoa  -  Italy 
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UNFORTUIUmX 

IHEpriD 
AMATSHEART 

REALCriS 
TmOUGHMS 
STOMACH. 


1 


While  your  cooking  was  Fortunately,  you  can  hielp  call  1-800-EAT-LEAN. 

supposed  to  hieip  you  win  reduce  your  risk  simply  by  eoting         Don't  let  yourself  be  counted 

someone's  heart,  it  may  also  a  low-fat  diet  containing  lots  of  among  the  thousands  of 

help  you  destroy  it.  fruits  and  vegetables,  whole  people  every  year  who  literally 

Because  a  diet  thofs  too  groin  foods,  lean  meats,  fish,  eat  their  hearts  out. 


high  in  fat  may  increase  the  risk  poultry  and  low-fat  dairy  products, 
of  heart  disease  as  well  as  cer-  For  a  free  booklet  on  how 

tain  kinds  of  cancer.  to  reduce  the  fat  in  your  diet, 

A  public  service  message  from  The  Henry  J  Kaiser  Family  Foundation 


1-800-EAT-LEAN 
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Turn  your  excess  inventory  into 
a  substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 


Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can  mean 
a  generous  TAX  WRITE  OFF  for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 

P.O.  Box  3021,  Glen  Ellyn,  IL  60138  FAX  (708)  690-0565 
Excess  inventory  today... student  opportunity  tomorrow 
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NOW 

DISAPPEARING 

AT  A 
LOCATION 
NEAR  YOU 


These  sea  otters  were  once  on  the  brink  of 
extinction.  They  are  doing  better  now,  but 
hundreds  of  other  species  are  in  trouble. 

Since  1951,  The  Nature  Conservancy  has 
protected  millions  of  acres  of  habitat  for 
threatened  species  in  all  50  states.  And  in  a 
novel  way  — we've  bought  it. 

A  good  job  .  .  .  but  not  good  enough.  Time 
is  running  out.  Whole  species  are  vanishing 
every  day. 

So  join  us.  Write  The  Nature  Conservancy, 
Box  CD0021,  1815  N.  Lynn  Street, 
Arlington,  VA  22209.  Or  call  1-800-628-6860. 


t 


Natufe0^ 

Qonservancy 


Consewation  Through  Private  Action 


Original  concept  courtesy  of  Lewis  &  Partners,  San  Francisco 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions 

But  your  connpany  can 
fight  back. .  by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


CBalition  for  Literacy 
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If  You  Wonder  About  The  Time5avinc  Benefitj  E 


^^^^^^ 


Of  4  MEGABYTE)  Of  RAM  In  A  Notebook  Compute 
Maybe  You  iHouiD  A5k  Your  Daughter. 


(TK  urtday.    5:25    pm.    itingrayt    v(.    Blue    5lreak(.    51ie    wont    te    eiglit  forever.) 
It   o  o  e  f   w  I  t  li  out   taving  iKal   a   m  a  c  k  i  n  e   impreitive   enough   to  paclt 
ill   of  tke    power   of   your   detlc-top    PC    in    a   ea»e    no    larger   fkan   a    book   can    provide   an  individual 
w  1  t  K   an   ec^ually   imprenive   amount   of   perional    freedom.   TU    freed  om   to   work  whenever, 
and  wherever  vou  tee  fit.  Tk. 

internal    eloek,  ratker 


u 

KiEK 

IMI 

m 
m 
m 

11 


EI 


And,    perkapi    m  o  1 1    i  m  p  o  r  t  a  n  1 1  y  • 


1  r  own 


freedom  to  liiten  to  youi 
tkan  tke  one  on  tke  wall, 
tke    freedom   to   turn   it   all  off. 


For  more  about  THE  LIBREX  386SX,  call  800-248-4880. 


ii 

IT  SIM 

'"founts 


vfestment  Figures  of  the  Wee 


nARY 

market  rallied  for  three 
row,  propelled  by  o 
)onds,  The  bond  rally  was 
eled  by  strong  demand 
ar  bonds  at  the  auction 
7.  The  Standard  &  Poor's 
c  index  and  NASDAQ 
'.e  Index  both  reached  oil- 
s  on  Nov.  1  3 .  But  bond 
rew  hesitant  on  thot  day, 
iS  declined  on  word  of  a 
3n-expected  October  gain 
tducer  price  index, 
i  markets  were  mixed, 
o  declining. 


Nov.  7- 13 


THE  DOLLAR 

Nov.  May 


Nov.    Nov.  6-13 


13".' 
1370 


1  -week  change 
+  1.2% 


52-week  change 
+4.1% 


1  week  change 
+0.2% 


KET  ANALYSIS 


OCKS 

latest 

%  change 
Week  52-weel( 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 
l>ANIES  (Russell  1000) 
MPANIES  (Russell  2000) 
>ANIES  (Russell  3000) 

3065  3 
209  8 
188  0 
223  4 

09 

2,0 
2.0 
2  0 

19.8 
26.6 
50.7 
27  8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  SOO  PRICE/EARNINGS  RATIO 

4.77% 
7.87% 
3.10% 
22  0 

4.74% 
8.01% 
3.16% 
216 

7.3% 
8.5% 
3.7% 
14  7 

N  STOCKS 

latest 

%  (hange  (lo(o 
Week 

1  (urren(y) 
52-week 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Pot/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

384  5 
56.0% 
0  37 
2.51 

383  7 
52.6% 
0.40 
2  75 

Positive 
Negative 

Neutral 
Negative 

(FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(iSE  COMPOSITE) 

2546  5 
24,416  2 
3596  9 

0,5 
-1.3 
1.9 

24.5 
2.0 
15.0 

IStRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

fEEK  LEADERS 

%  (hange 
4-week  52-week 

Strongest  stock  In  group 

%  (ha 
4-week 

nge 
52-week 

Price 

RAGE  FIRMS 

19.9 

161.9 

PAINEWEBBER  GROUP 

40.8 

178.8 

34  '/2 

19.0 

1  18.5 

HASBRO 

25.0 

158.9 

36  'A 

ISURANCE 

12.7 

49.9 

JEFFERSON  PILOT 

18.2 

67,1 

58  '/2 

LINE  INSURERS 

11.8 

33.4 

CIGNA 

21.6 

52.0 

56  'A 

AL  PRODUCTS  AND  SUPPLIES 

1 1.4 

59.0 

MEDTRONIC 

18.7 

89.5 

83  'A 

rEEK  LAGGARDS 

%  (hange 
4-week  52-week 

Weakest  st0(k  in  group 

% (hange 
4-week  52-week 

Price 

/lOeiLES 

-1 1.7 

-7.8 

GENERAL  MOTORS 

-14.1 

-12.6 

32  % 

NAL  LOANS 

-9.9 

80.5 

HOUSEHOLD  INTERNATIONAL 

-14.7 

103  7 

47  % 

iO  GAS  DRILLING 

-9.5 

-35.9 

ROWAN  COMPANIES 

-14.3 

-49.1 

6  3A 

:STATE  INVESTMENT  TRUSTS 

-7.4 

-8.9 

LOMAS  &  NEHLETON  MORTGAGE 

-15.4 

-52.2 

1 

TAL  MANAGEMENT 

-6.1 

-9.3 

COMMUNITY  PSYCHIATRIC  CENTERS 

-16.4 

-52.2 

13  3/8 

UAL  FUNDS 


MORNINGSTAR  INC. 


k  total  return 


LAGGARDS 

Fourweek  total  return 


iHEIMER  GLOBAL  BIO-TECH  13  6 

Y  STRATEGIES  13  5 
TY  SELECT  BROKERAGE  &  INVESTMT.    12  9 

total  return  % 

JHEIMER  GLOBAL  BIO-TECH  152  3 
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U.  S. stocks 
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Foreign  stocks 
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Hi 


nil 


Ti-easiiry  bonds 
$11,974 

+  1.60% 


Money  market  fund 
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+0.10% 


DATA  RESOURCES  INC 


Gold 
$9,222 

-0.22% 


1  this  page  ore  as  of  market  close  Wednesday,  Nov.  13,  1991,  unless  otherwise  indicated, 
oups  incTude  S&P  500  compontes  only,  performance  and  share  prices  are  as  of  market  close 


Nov  12.  Mutual  fund  returns  are  as  of  Nov,  8,  Relative  portfolios  on 
detailed  explanation  of  this  page  is  available  on  request. 
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THE  RIGHT  Rx: 
MAHAGED  CARE 


eniocrat  Harris  Wofford's  capture  of  a  U.  S.  Senate 
seat  is  a  harbinger  of  the  1992  election  in  one  re- 
spect: Health  care  was  a  ciMtical  issue  in  the 
Pennsylvania  campaign.  And  the  Bush  Administration,  now 
under  pressure  to  devise  its  own  health  care  blueprint, 
seems  sure  to  hustle  out  a  plan  before  the  election. 

Its  program  will  join  a  host  of  proposals  already  thrown 
into  the  hopper  by  Democrats,  who  believe  they  can  capi- 
talize on  an  issue  with  broad  appeal  (page  28).  The  explosion 
of  activity  is  a  welcome  sign  that  the  government  will  at  last 
take  a  serious  look  at  reforming  the  medical  system. 

Most  plans  under  consideration  aim  to  provide  coverage  to 
everyone— a  laudable  goal.  But  any  reform  effort  should 
also  provide  some  incentive  to  reduce  spiraling  costs. 

The  proposal  with  perhaps  the  broadest  support  right 
now  is  the  Democrats'  "play  or  pay"  scheme.  This  plan 
would  require  employers  to  play,  by  offering  workers  in- 
surance coverage,  or  else  pay  a  tax  into  a  government  fund 
to  buy  coverage  for  the  uninsured.  But  it  does  little  to 
curb  prices  or  doctors'  penchant  for  ordering  ever  moi'e 
services. 

A  proposal  backed  by  conservatives  would  provide  vouch- 
ers to  let  individuals  buy  their  own  coverage,  thus  I'eplacing 
employer-sponsored  plans.  But  this  scheme  likewise  pro- 
vides no  incentive  to  keep  costs  down. 

Yet  another  plan— a  single-payer  system  modeled  on 
Canada's— would  provide  universal  coverage  and  allow  the 
government  to  control  costs.  But  it  sets  up  a  cumbersome 
bureaucracy  that,  as  one  wag  puts  it,  would  offer  Internal 
Revenue  Service  sensitivity  and  congressional  efficiency  at 
Pentagon  prices. 

The  best  solution  is  the  managed-care  concept  described— 
and  endorsed— by  business  WEEK  in  the  Oct.  7  issue.  It 
has  the  backing  of  Democratic  Presidential  aspirant  Paul  E. 
Tsongas.  Managed  care  combines  free-market  elements  with 
government  regulation.  Consumers  would  be  able  to  choose 
among  large  health  care  networks,  receiving  coverage  from 
their  employers  or  through  quasi-governmental  regional  in- 
surance bi'okers,  either  of  which  would  have  enough  buying 
clout  to  keep  prices  in  line.  Any  effective  reform  measure 
needs  to  be  comprehensive  to  make  sure  that  cures  for  the 
system  aren't  worse  than  its  current  ills.  Managed  care  is 
the  only  proposal  that  fits  the  whole  bill. 


MAKING  COMPANIES 
MORE  'FAMILY-FRIENDLY' 


It's  no  secret  that  some  corpoi'ate  bureaucracies  aren't 
much  help  when  it  comes  to  the  personal  problems 
of  their  employees.  And  that  goes  double  for  problems 
besetting  employees'  families.  This  is  despite  plenty  of  evi- 
dence that  unattended  family  problems  lead  to  increased 


absenteeism,  tardiness,  and  stress-related  health  problej 

Striking  new  testimony  that  most  companies  do 
can  be  found  in  a  "family-fi-iendly"  index  compiled  by  ail 
dependent  research  gi"oup  from  a  survey  of  the  benefits  [ 
progi-ams  offered  by  188  major  employers  (page  234).  Tl| 
companies  averaged  a  score  of  only  68  points  out  of  a  ; 
sible  (ilO  on  the  index,  and  only  two  scored  higher  than 
The  usual  reasons  cited  by  companies  for  a  poor  showingl 
cost  and  the  possibility  that  giving  benefits  to  one  gr| 
may  amount  to  discrimination  against  another.  But 
reasoning  overlooks  that  employees  are  human  capital, 
invested  in  and  maintained  with  at  least  as  much  carJ 
plant  or  machinery.  Besides,  there  is  substantial  down! 
risk  in  ignoring  family  welfare.  Once  the  recession  ej 
many  economists  expect  shortages  of  skilled  worker| 
persist  thr'ough  the  1990s.  Companies  without  family-friJ 
ly  policies  could  find  it  tough  to  recruit  and  keep  highly  f 
tivated,  productive  employees,  especially  if  their  competi| 
get  a  head  start. 

The  questions  used  in  compiling  the  index  amount 
checklist  of  progi'ams  and  benefits,  including  flexible  w| 
arrangements,  on-site  centers  or  vouchers  for  child  or 
care,  and  rating  of  managers  in  part  on  how  well  they 
with  family  issues.  Not  every  suggestion  applies  to  e\l 
company.  But  for  employers  who  believe  that  a  happy  w| 
er  is  a  productive  one,  there's  plenty  of  food  for  thougll 


STOP  SOAKING 
CREDIT-CARD  SHOPPERS 


The  Fed  and  the  White  House  are  trying  to  get  inte 
rates  down,  in  order  to  coax  the  cautious  consu 
back  into  a  buying  mood.  But  if  that  consumer  cha 
purchases  to  a  credit  card,  the  interest  rate  is  apt  to 
stunning  19.5%— enough  to  put  a  damper  on  any  buyer's 
The  credit-card  rate  has  been  flirting  with  20%  in  spil 
a  dramatic  decline  in  what  banks  have  to  pay  for  mo 
Since  mid- 1990,  the  federal  fimds  rate  has  been  cut  13  ti 
and  now  stands  at  just  4.75%. 

Why  have  things  reached  this  ugly  pass?  The  answi 
that  Washington,  still  stunned  by  the  savings  and  loan 
bade,  is  treating  the  banking  system  with  kid  gloves.  B; 
cite  the  cards'  unsecured-credit  aspect  as  justification 
such  high  rates— yet  they're  snowing  mailboxes  with  ne\ 
count  solicitations. 

The  truth  is  that  the  wide  spread  between  what  b; 
pay  for  money  and  what  they  charge  consumers  for  it] 
subsidy  to  an  industry  that  is  rightly  seen  as  shaky.  It's 
true  that,  despite  lip  service  to  lower  i"ates,  Washingto; 
tolerated  and  even  encouraged  banks  to  soak  the  cons' 
to  prop  up  the  industry. 

On  the  evidence,  banks  seem  ready  to  ignore  Presi] 
Bush's  call  for  lower  credit-card  rates.  But  the  banks  i 
realize  that  if  they  do  not  heed  the  call,  they  may  not 
the  other  things  they  want— such  as  interstate  banl 
And  for  their  part,  regulators  and  politicians  should 
subsidizing  banks  by  allowing  outrageous  rates  on  consi 
loans.  It  is  time  to  end  this  charade. 
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mission  systems. . . bus! 
phone  systems  from  2( 
9,600. . .  broadband-ISC 


conductors  and  electr 
With  over  200  facilities 
we're  supplying  the  tool 
American  business  morj 
productive. 
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It's  true  we've 
spent  the  last  half  century  pushing  the 
envelope  of  technology  harder  than  we've  pushed  our 
name.  qD  Our  commitment  to  R&D  (over  $2  billion  last  year 
alone)  has  helped  make  us  the  world's  second  largest  computer 
aker  And  our  advances  in  communications  and  microelectronics  have 
ays  taken  priority  over  publicity   qO  Today  our  capabilities  range  from 
id-held  computers  to  high-speed  fiber  optics.  We  make  disk  and 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Reflect  upon  this  for  a  moment,    drills.  (Not  unlike  what  you'd  hear  recommends  an  automobile  the' 

You  are  sitting,  rather  nervously,  in  your  favorite  dentist's  chair)  disdains  it  too:  the  new  525i. 

in  the  waiting  room  outside  of  a       A  feeling  of  queasiness  wells  up,      A  sedan  so  advanced,  itsengii? 

typical  automotive  service  garage,  as  you  watch  the  clock  extract  requires  little  regular  maintenane 

Your  ears  are  being  subjected    precious  dollars  from  your  wallet,  beyond  the  penodic  routine  of 

to  the  incessant  clanging  of  tools     Nowthen,forthose  whodisdain  changingoil,filters  and  spark  plus 

and  high-pitched  whir  of  power    thisall-too-familiar  scenario,  BMW      A  computer-controlled  engin* 

*See  your  BMW  dealer  for  details  on  this  limited  warranty  *'Ser%(ice5  provided  by  Cross  Country  Motor  Club,  Inc  ,  Boston,  MA  02155,  e«cept  m  CA,  where  services  are  provided  by  Cross  Country  Motor  Clubof  Calit ,  Iric  ,  ' 


IN  A 525i/Y0UR  CHECKUPS 
WILL  BE  VIRTUALLY  PAINLESS. 


hose  tappets  hydraulically  fine- 
ine  themselves.  So  the  valves 
3ver  need  to  be  re-synchronized. 
Best  of  all,  perhaps,  an  engine 
hose  direct  ignition  system  has 
Dmpletely  eliminated  the  need 
ir  a  mechanical  distributor 

)9I  BMWol  North  America,  Inc  The  BMW  trademark  and  logo  are  registered 


All  of  which  could  very  well  end 
up  saving  you  a  tidy  sum  in  parts, 
time  and  labor  charges. 

To  say  nothing  of  unexpected 
expenses.  Because  every  525i  is 
backed  by  a  4-year/50,000-mile 
bumper-to-bumper  warranty'and 


by  BMW's  Roadside  Assistance." 

To  arrange  a  thorough  test  drive, 
call  800-334-4BMW.  We  think  it 
just  might  be  one  of  those 
rare  appointments  you'l 
actually  choose  to  prolong 
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The  production  index  was  up  slightly  for  the  week  ended  Nov.  9  On  a  seasonally 
adjusted  basis,  output  of  trucks  and  cars  increased  strongly,  while  electricity  and 
poperboard  production  rose  as  well  Paper  and  steel  output  declined,  while 
production  levels  of  crude-oil  refining,  coal,  lumber,  and  rail-freight  traffic  were 
unchanged  from  the  previous  week  Before  calculation  of  the  four-week  moving 
average,  the  index  odvonced  modestly  to  181,  from  177.6  in  the  previous  week 
BW  production  index  copyright  1991  by  McGraw-Hill  Inc 
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The  leading  index  continued  its  four-month  decline  during  the  week  ended  Nov.  9.  a\ 
large  jump  in  the  number  of  business  failures  led  the  drop,  but  falling  stock  pricel 
and  real  estate  loans,  plus  slower  growth  in  M2,  also  contributed-  On  the  positive 
side,  bond  yields  were  lower  and  the  change  in  materials  prices  improved  Befor< 
calculotion  of  (he  four-week  moving  average,  the  index  dropped  slightly  to  206. 7j 
from  207  2  m  the  week  before,  ' 

Leading  index  copyright  1  99 1  by  Center  for  I nte motional  Business  Cycle  Research 
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latest 
week 

Week 
ago 

%  Change 
year  ago 

latest 
week 

Week 
ago 

%  Chanel 
year  af 

STEEL  (11/16)  thous  of  net  tons 

1,814 

1,753# 

-4.9 

STOCK  PRICES  (11/15)  S&P500 

393  41 

391.1  1 

 ^ 

AUTOS  (11/16)  units 

136,656 

122,763r# 

35.4 

CORPORATE  BOND  YIELD,  Aaa  (11/15) 

8.43% 

8.55° 

-9 

TRUCKS  (11/16)  units 

73,427 

79,643r# 

26.5 

INDUSTRIAL  MATERIALS  PRICES  (11/15) 

95.4 

95.5 

-7- 

ELECTRIC  POWER  (l  1/16)  millions  of  kilowatt-hours 

54,268 

56,634# 

4  2 

BUSINESS  FAILURES  (ii/8j 

434 

400 

24 

CRUDE-OIL  REFINING  (i  1/16)  thous  of  bbl /day 

12,761 

12,624# 

0.3 

REAL  ESTATE  LOANS  (i  i/6)  billions 

$396.1 

$396.2r 

2i 

COAL  (ll/9)thous  ofnettons 

19,471# 

19,327 

-8.9 

MONEY  SUPPLY,  M2  (n/4)  billions 

$3,398-4 

$3,400.9r 

2 

PAPERBOARD  (l  1/9)  thous.  of  tons 

791  9# 

792  9r 

4  5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i  1/2) thous.  454 

420 

1 

PAPER  (11/9)  thous  of  Ions 

755.0# 

785  Or 

-16 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun! 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  a 
justs  data  on  business  failures  and  real  estate  loons  1 

LUMBER  (11/9)  millions  of  ft. 

493. 9# 

495.2 

1  1.5 

RAIL  FREIGHT  (l  1/9)  billions  of  ton-miles 

20.4# 

20  5 

-19 

Sources:  American  Iron  &  Steel  Institute,  Word's  Aufomofive  Reporfs,  Edison  Electric  Institute. 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA  ,  Association 
of  American  Railroads 
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latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (II/20) 

130 

130 

127 

GERMAN  MARK  (II/20) 

1.60 

1.63 

1  49 

BRITISH  POUND  (11/20) 

1  79 

1.77 

1.97 

FRENCH  FRANC  (II/20) 

5  47 

5.59 

5.01 

CANADIAN  DOLLAR  (II/20) 

114 

1  13 

1.16 

SWISS  FRANC  (11/20) 

1,42 

1  45 

1  25 

MEXICAN  PESO  (11/20) 

3,048 

3,059 

2,930 

Sources:  Mojor  New  York  banks  Currencies  expressed 
pound  expressed  in  dollars 

in  units  per  U 

S.  dollar,  except  for  British 

PRICES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1  1/20)  $/troyoz. 

362  600 

356.550 

-4  6 

STEEL  SCRAP  (l  1/19)  #1  heovy,  S/ton 

94  00 

94.00 

-12  1 

FOODSTUFFS  (n/18)  index,  1967=100 

206  1 

204  6 

-2  5 

COPPER  (11/16)  c/lb 

1  10.6 

1  1  1  1 

-8  1 

ALUMINUM  (11/16)  c/lb 

52  8 

53.4 

-28  6 

WHEAT  (11/16)  #2  hard,  $/bu. 

3.69 

3  74 

33  2 

COTTON  (1  1/16)  strict  low  middling  l-l/16in.,  C/lb 

54  26 

55  20 

-22.0 

Sources:  London  Wednesday  final  setting,  Chicago  mar 
Week,  Kansas  City  market,  Memphis  market 

<et.  Commodity  Reseorch  B 

jreou,  Metals 

latest 
month 

Month 
ago 

i: 

%  Chan^ 
year  at 

INDUSTRIAL  PRODUCTION  (Oct )  total  index 

108  2 

108  2r 

-1 

CAPACITY  UTILIZATION  (Oct  > 

79.6% 

79.8%r 

1 

-\ 

CONSUMER  PRICE  INDEX  (Oct  ) 

137.4 

1372 

2, 

RETAIL  SALES  (Oct )  billions 

$152.9 

$153.0r 

o[ 

Sources:  Federal  Reserve  Board,  BLS,  Census  Bureau  L 

P 

MONETARY  INDICATORS  1 

latest 
week 

Week 
ago 

%  Chant|, 
year  actV 

MONEY  SUPPLY,  Ml  (ii/4) 

$884.0 

$883.8 

7I 

BANKS'  BUSINESS  LOANS  (ii/6| 

296.5 

295. 7r 

-9' 

FREE  RESERVES  (ii/i3) 

805 

979r 

'1' 

NONFINANCIAL  COMMERCIAL  PAPER  (11/6) 

135.6 

133  3i- 

-12!; 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  \ 
tvjo-week  perrod  m  millions). 

vhich  are  expressed  forK 

MONEY  MARKET  RATES  i 

latest 
week 

Week 
ago 

Vti 
OSS; 

FEDERAL  FUNDS  (ii/i9) 

4.78% 

4.89% 

 It 

7.80'; 

PRIME  (1 1/20) 

7.50 

7.50 

r 

10.001) 

COMMERCIAL  PAPER  3-MONTH  (11/19) 

4  97 

5.02 

7.85 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/20) 

4.92 

5.03 

7.97  t 

EURODOLLAR  3-MONTH  (11/16) 

4.98 

5.01 

7.951 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipme 
1  ^Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Nof  available     r  =  revised     NM  =  Not  meaningful 
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BACK  TO  SCHOOL: 

REPORT-CARD  COMMENTS  

■ was  heartened  by  the  focus  on  Execu- 
tive MBA  programs  in  "Back  to  school" 
(Cover  Story,  Oct.  28).  For  people  in 
managerial  positions,  the  executive  for- 
mat is  the  most  practical  and  productive 
way  to  earn  the  MBA  without  disrupting 
a  demanding  career. 

I'd  like  to  dispel,  however,  the  impres- 
sion that  Executive  MBA  programs  all 
look  "like  the  virtually 
all-male,  all-white  MBA 
classes  of  the  1950s."  At 
Baruch  College,  41%  of 
our  Executive  MBA  stu- 
dents are  women,  and 
nearly  28%'  come  from  mi- 
nority groups. 

I'm  sure  that  the  posi- 
tive experience  of  Baruch 
students  is  not  unique 
and  that  other  executive 
programs  reflect  the 
modern  work  force  more 
faithfully  than  the  quote 
above  would  suggest.  The 
image  of  those  1950s-style  classrooms 
shouldn't  deter  anyone  from  exploring 
the  Executive  MBA  option. 

Karen  E.  Dennis 
Director,  Executive  Education 
City  University  of  New  York 
Bernard  M.  Baruch  College 
New  York 

You  report  that  women  and  minority 
groups  were  not  well-represented  in 
nondegree  executive  programs.  But  we 
have  found  that  they  like  the  Executive 
MBA  format.  Our  13th  class,  which  grad- 
uated last  June,  included  23%'  women 
and  10%'  minority  members.  We  believe 
that  the  degree  is  an  important  magnet, 
worth  the  demanding  pace  for  18 
months. 

Wesley  W.  Marple  Jr. 
Coordinator,  Executive  MBA  Program 
Northeastern  University 
Boston 

It  is  ironic  that  "big  corporations  sim- 
ply aren't  committed  to  helping  wom- 
en and  minorities  to  the  executive  suite," 
even  though  they  often  set  up  special 


BACK  TO 
SCHOOL 


programs  to  recruit  them  and  costly 
seminars  to  sensitize  managers  to  work- 
force diversity. 

Considering  my  own  credentials,  how- 
ever— an  MBA  from  a  top-20  school  and  a 
decade  of  experience  in  the  largest  in- 
surance and  energy  companies — I  now 
agree  with  your  editorial  conclusion. 

Like  many  other  self-confident  and  ca- 
pable minorities,  such  as  Justice  Clar- 
ence Thomas,  I  opposed  affirmative  ac- 
tion, but  it  nevertheless  has  opened 
doors  for  many  women  and  minorities, 
qualified  or  otherwise. 
Surely,  many  of  us  have 
executive-level  capabili- 
ties, and  it  is  time  to 
move  forward.  Unfortu- 
nately, large  companies, 
accustomed  to  being  fol- 
lowers, are  unlikely  to 
lead  the  way. 

Sean  Tseng 
Houston 


uUve  Education 


■ have  a  bit  of  advice  for 
potential  MBA  students: 
Consider  taking  an  educa- 
tional leave,  if  you  can 
swing  it.  It  is  absolutely  the  best  way  to 
learn.  But  if  you  do  choose  educational 
leave,  get  a  commitment  for  your  re- 
turn, and  get  it  in  writing. 

Lloyd  F.  Copenhaver 
Indianapolis 

Permit  me  to  suggest  a  few  improve- 
ments that  would  better  reflect  the 
international  situation  of  executive  train- 
ing. Had  you  surveyed  overseas  regional 
headquarters  of  American  companies, 
IMD  [International  Institute  for  Manage- 
ment Development]  and  other  European 
business  schools  would  have  figured 
high  on  the  list.  Indeed,  2,500  senior 
managers  pass  through  imd's  programs 
each  year. 

The  average  annual  revenue  from  ex- 
ecutive education  among  the  top  20 
schools  in  your  report  stands  at  under  $8 
million.  These  figures  hardly  reflect  the 
total  being  spent  by  American  compa- 
nies on  management  training,  not  to 
m.ention  non-American  companies:  At 
IMD  alone,  annual  revenues  from  execu- 
tive training  exceed  $20  million. 
Prestigious  U.  S.  companies  such  as 


***3242 


BUSINESS  WEEK 
DECEMBER  2,  1991 
ISSN  0007-7135 

Published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill, 
Inc.  Founder;  James  H.  McGraw  (1860-1948). 

Executive,  Editorial,  Circulation,  and  Advertising  Offices:  McGraw- 
Hill  Building,  1221  Avenue  of  the  Americas.  New  York,  N.Y.  10020, 
Telephone:  (212)  512-2000.  Domestic  Telex:  12-7960;  International  Tel- 
ex: 232365;  Cable:  McGraw-Hill  New  York;  TWX:  710-581-4879. 
U.S.  subscription  rate  $44,95  per  year;  2  years,  $74,95;  3  years,  $99,95- 
Single  copies.  $2,50,  Write  for  rates  in  other  countries. 
Business  Week  Subscriber  Services:  1-800-635-1200, 


MTROLLER:  Gary  M  Singer 

tECTOR,  ADVERTISING  BUSINESS:  Linda  F  Carvalho 
lEaOR,  PRODUCTION:  Mano  J  Talluto 


European  Circulation  Center,  McGraw-Hill  House,  Maidenhead,  Berks, 
England,  Telephone.  (0628)  23431;  Telex:  848640. 
Postmaster:  Please  send  address  changes  to  BUSINESS  WEEK,  P  C. 
Box  430.  Hightstown,  N.J.  08520,  Second-class  postage  paid  at  New 
York.  N.Y.,  and  at  additional  mailing  offices.  Postage  paid  at  Montreal, 
P.Q.  Registration  Number  9010.  Registered  for  GST  as  McGraw-Hill, 
Inc.  GST  #R123075673-  Copyright  ®  1991  by  McGraw-Hill  Inc.  All  right.^ 
reserved.  Title  registered  in  U.S.  Patent  Office. 

Officers  of  McGraw-Hill,  Inc  :  Joseph  L.  Dionne.  Chairman,  President 
and  Chief  Executive  Officer;  Robert  N,  Landes.  Executive  Vice  Presi- 
dent, General  Counsel,  and  Secretary;  Harold  W,  McGraw,  III,  Execu- 
tive Vice  President;  Frank  D.  Pengiase,  Senior  Vice  President,  Trea- 
sury Operations- 

PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyrighi  owner  for  those  registered  with  the  Copyright  Clearance 
Center  (CCC),  27  Congress  St,,  Salem,  Mass.  01970,  to  photocopy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send  payment 
to  the  CCC.  Copying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hitl  is  prohibited.  Address  requests 
for  customized  bulk  reprints  to  Business  Week  Reprints.  P,  0.  Box  457.  Hightstown,  N,  J.  08520,  or  call  609  426-5494.  ISSN  0007-7135/91/$2.50 


BUSINESS  WEEK/DECEMBER  2,  1991  7 


THE     SURPRISING  I 


CROWDED  SKIES  ARE  NOW  SAFER  THAN  EVER. 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies.  ks< 
And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever.  ii 
We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working  ie 
with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 
that  warns  of  hazardous  wind  shear.  n 


RLD     OF  RAYTHEON 


I  Norway,  TrinidacVTobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
(ies  safer  than  ever  before. 

ie  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid, 
s  Seech  Aircraft.  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
gdarapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot, 
ir  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 


ea 

■  ■■■■■■■ 

TP] 

Citicorp,  Digital  Equipment,  Dow  Chemi- 
cal, IBM,  Du  Pont,  General  Motors,  Grace 
Industrial  Chemicals,  and  others  not 
only  send  employees  to  IMD  but  also  sup- 
port the  school  through  their  member- 
ship in  our  Business  Associate  Network, 
comprising  100  companies  from  26  dif- 
ferent countries. 

In  sum,  I  believe  your  survey  does  a 
disservice  to  those  forward-thinking 
American  companies  that  have  shaken 
off  their  parochial  management-training 
shackles  and  recognized  the  value  of  ex- 
ecutive education  in  a  truly  international 
environment. 

Juan  Rada 
Director  General,  IMD 
Lausanne,  Switzerland 

As  a  publishing  executive  and  a  mem- 
ber of  Wharton's  EMBA  class  of 
1992,  I  was  disappointed,  particularly  at 
the  characterization  of  Wharton  as  the 
"most  pricey  program  with  biweekly 
sleepover . . ." 

For  the  record,  Wharton's  sleepover 
elevates  teamwork  among  students,  fac- 
ulty, and  administrators  to  a  level  that 
could  not  be  achieved  if  we  went  our 
separate  ways  at  the  end  of  each  day  of 
class.  Virtually  every  sleepover  includes 


evenmg  meetmgs  on  team  projects  or 
class-review  sessions — the  latter  often 
conducted  by  distinguished  members  of 
the  faculty. 

It  is  not  surprising  that  Wharton's  rat- 
ings differ  from  those  of  other  pro- 
grams. Ratings  are  a  function  of  raters' 
expectations  and  experiences.  Unlike 
many  other  programs,  Wharton  screens 
applicants  through  a  rigorous  admis- 
sions process. 

As  a  result,  my  classmates  have  dis- 
tinguished academic  records  and  are 
leaders  in  such  diverse  fields  as  engi- 
neering, medicine,  law,  banking,  and 
consulting.  Their  leadership  and  achieve- 
ments derive,  in  part,  from  their  high 
expectations  and  an  irreverence  for  the 
status  quo. 

Patrick  M.  Rockelli 
Alexandria,  Va. 

HANDLE  B-SCHOOL  RANKINGS 
WITH  CARE  

We  applaud  your  continued  interest 
in  business  schools  and  in  jjarticu- 
lar  Executive  .MBA  programs  ("The  top 
20  for  executive  mbas,"  Special  Report, 
Oct.  28). 

Rankings,  however,  obscure  the  dif- 


fering missions,  objectives,  and  constiti 
encies  of  business  schools.  The  dramati 
differences  between  your  MBA,  Execi; 
tive  MBA,  and  Executive  Education  ranV 
ings  reflect  these  differences. 

Business  schools  are  not  unlike  th 
business  press:  Both  have  many  diffei, 
ent  target  markets  and  product  offei 
ings.  While  rankings  make  interestini 
copy,  the  market  is  the  ultimate  autho) 
ity — and  by  all  accounts  the  market  i 
rating  us  well. 

Kevin  Fertii'j 
Cha| 
EMBA  Counc: 
Champaign,  II 

We  at  Wharton  were  pleased  at  th. 
recognition  your  recent  articl; 
gave  to  Executive  .MBA  programs  as  aij 
emerging  format  for  graduate  businesl^ 
education.  We  would  like,  however,  tj, 
clarify  two  important  aspects.  | 
First,  to  display  the  ratings  of  Execi' 
tive  MBA  graduates  on  teaching,  curricil 
lum,  and  payback  using  an  "A,  B,  C,  Dj. 
scale  distorts  the  data  unnecessariljf 
Your  survey  asked  respondents  to  rani 
teaching,  curriculum,  and  payback  on  i 
scale  of  1  to  10  (where  10  =  best).  Thus' 
to  "grade  on  a  curve"  and  label  a  ratini 


¥)u  want  it  all. 


Now  you  can  have  the  be.st  HP 
LaserJet  featiire.s.  And  you 
ran  have  them  forju.st  $1, 
The  breakthrougli  La.serJet  HIP 
jninter  give.s  you  clean,  crisp 
dpi  print  quality  .superior  to 


It  dresses  up  your  documents 
with  a  variety  of  easy-to-use 
tyi)efaces.  In  thousands  of  sizes. 
And  for  even  better  impres- 
sions, the  new  LaserJet  HIP 
quickly  produces  graphics 


dpi  prmt  quahty  superior  to         quickly  produces  grapnics 
that  ofordinary  laser  printers.      and  special  effects.  Includinj 


shading,  patterns,  and  reverse 
ty])e.  This  compact,  4  page- 
per-minute  printer  will  work 
with  virtually  all  soft  ware. 
And,  of  course,  it  comes  with 
the  quality,  reliability,  and 
rock-solid  customer  support 
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f,  say,  7  or  8  as  a  "D"  because  it  falls 
1  the  bottom  quartile  of  responses  is 
rbitrary. 

Second,  to  list  programs'  tuition  with- 
ut  acknowledging  the  wide  variety  in 
ie  type,  quantity,  and  quality  of  ele- 
lents  that  programs  include  in  their 
(larges  is  misleading.  Wharton's  EMBA, 
)r  example,  provides  about  one-third 
lore  instructional  content  (i.e.,  class 
ours)  than  some  of  the  programs  with 
'hich  it  was  compared. 

Arnold  J.  Rosoff 
Director,  Wharton  School 
University  of  Pennsylvania 
Philadelphia 

HE  U.S.  IS  BIOCKING  GROWTH 
I  TELEPHONE  NETWORKING 

rour  article  "Super  phones"  (Special 
Report,  Oct.  7)  painted  an  exciting 
icture  of  an  advanced  telephone  net- 
ork  of  the  future  that  would  change 
16  way  people  live  and  work. 
Unfortunately,  while  Europe  and  Ja- 
in are  moving  fast  to  develop  such  net- 
orks,  progress  in  the  U.  S.  is  bogged 
)wn  by  laws  that  do  not  give  telephone 
mipanies  the  economic  incentives  that 
ley  need  to  build  the  reliable,  high- 
)eed,  fiber-optic-based  networks  of  the 
iture. 


CORRECTIONS  &  CLARIFICATIONS 

In  "The  profit  rebound  that  never 
was"  (Corporate  Scoreboard,  Nov.  18), 
we  misstated  the  sales  of  Commerce 
Clearing  House  Inc.  Sales  for  the  third 
quarter  were  actually  $146.5  million, 
unchanged  from  last  year,  and  for  nine 
months  they  were  $537.1  million,  down 
2%  from  a  year  ago. 

"Picture  perfect"  (The  Quality  Impera- 
tive, Photo  Essay,  Oct.  25)  should  have 
identified  Eastman  Kodak  Co.  as  the 
developer  of  a  new  scanner  that  helped 
produce  the  film  Terminator  2. 


While  recent  actions  of  the  Federal 
Communications  Commission,  which 
would  allow  telephone  companies  to  pro- 
vide video-transmission  services,  are  cer- 
tainly a  move  in  the  right  direction,  leg- 
islative action  is  also  needed  to  let 
companies  offer  video  services  to  con- 
sumers. This  will  trigger  the  investment 
and  service  development  to  usher  in  the 
vision  of  the  future  described  in  your 
article. 

J.  L.  Johnson 
Chairman  &  CEO 
GTE  Corp. 
Stamford,  Conn. 


TAX  CAPITAL  GAINS 
ON  A  SLIDING  SCALE 


*lJow  America  can  get  the  'patient' 
I^Bcapital  it  needs"  (The  Corporation, 
Oct.  21),  gets  to  the  heart  of  the  problem 
but  avoids  the  obvious  answer:  a  capital- 
gains-tax  change. 

With  the  possible  exception  of  the 
trouble  caused  by  the  U.  S.  having  more 
than  750,000  lawyers,  a  lack  of  long-term 
capital-gain  incentives  is  industry's  most 
serious  problem.  It  seems  so  simple  to 
tax  capital  gains  on  a  holding-period  slid- 
ing scale,  from  100%  during  the  first 
year  to  0%  after  X  years.  (I  have  no 
strong  opinion  on  what  X  should  be,  but 
five  years  seems  about  right.) 

I  think  that,  with  this  change,  U.  S. 
corporations  would  adopt  longer-range 
strategies,  an  absolute  necessity  for 
competing  with  the  Japanese. 

Alan  F.  Shugart 
President  &  CEO 
Seagate  Technology 
Scotts  Valley,  Calif. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


And  now  you  can  have  it  for  less. 
The  LaserJet  HIP  Only  $1,595. 


only  Hewlett-Packard  can 
offer.  A  free  video,  demonstrat- 
ing the  benefits  of  LaserJet 
printers,  is  yours  for  the  asking. 
Call  now,  because  supplies 
are  limited.  1-800-LASERJET 
(l-800-527-3753).t 


HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 


'Sii^cslfii  ll.S  list  [irn  r  I  iciirr  prices  may  \'arv  t(  )nc  prr  customer  For  lln'  nc:ircsr  iiiithi 
lllMiMlcr,       l-SOO-752  0900.  Ext- 2663.  ©Will  ll.-ul.'II  Pack.ir.l  (  ump.inv    I'K  ILili;! 
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ysler  aimoimce 
that  lowers  mo 


Leasing  offers  you  low  monthly  payments  because  you  only  pay 
for  the  car  as  long  as  you  lease  it. 

But  at  the  end  of  the  lease  you  don't  own  anything. 
■^■■^H^^^HHI         Chrysler's  Gold  Key  Plus  works  like  a  lease  with  low  monthly 
payments  on  cars,  trucks  or  sport  utilities.  But  unlike  a  lease,  you  own  the  vehicle. 

Gold  Key  Plus  lets  you  pay  for  only  the  amount  of  time  you  want  the  car  or  truck.  Two, 
three  or  four  years.  And  because  you  only  pay  for  the  time  you  drive  the  vehicle,  you  pay  less. 
But  because  you  own  the  vehicle.  Gold  Key  Plus  gives  you  a  choice  at  the  end  of  your  pay- 
ments. Return  the  vehicle  to  the  dealer  and  walk  away.  Pay  it  off  or  finance  the  remaining 
guaranteed  fixed  value  at  no  increase  to  your  monthly  payments.  Keep  it. .  .or  sell  it  to  anyone 
you  want  and  pocket  any  profit. 

It's  all  up  to  you  because 
you're  the  owner.  There's  no 
confusion.  You  know  all  the 


Conventional  Fmance 
60  Months 

Gold  Key  Plus 
35  Months 

$409  PER  MOt 

$299  PER  MO* 

costs  going  in.  You're  in  control.  And  that's  the  big  PLUS  in  Gold  Key  Plus.  See  your  Dodge, 
Jeep  &  Eagle  and  Chrysler-Plymouth  dealers  to  see  how  much  you  can  save. 


'For  qualified  buyers  through  Chrysler  Credit  on  new  1992  nx)dels.  Based  on  MSRP  includ- 
ing destinatron  fee,  mmus  dealer  participation  of  5%  program  discount  and  "Gold  Key  Ru^ 
Cash  Allowance  with  9,9%  A.PR,  Title,  insurance  and  taxes  extra.  35  equal  monthly  pay- 
ments. To  keep  vehicle  after  term,  pay  fixed  value  Pay  for  excess  *ieai  &  tear,  1 0c/mile  ever 


DecemtKr  31 ,  1991 ,  See  partiapating  dealer  tor  details.  'Based  on  MSRP  of  Jeep  Cherokee 
Laredo  equipped  as  shown  1 1%  A.PR  tMsed  on  national  survey  of  automotive  loan  rates 
with  $2,200  &m\.  Title  &  taxes  extra. 


Vehide 

"PI»B"Cash 

Down 

Fixed 

Anrxxiit 

Price 

Akwence 

Payment 

Financed 

IXnasty  W/26C  Pkg 

$16,715 

$1,950 

$1,700 

$6,352 

$12,229 

Le  Baron  Lammj  W/28L  Pkg 

$17,641 

$1,850 

$1,800 

$6,704 

$13,110 

CHBcreE  W/26K  Pkg 

$21,999 

$1,950 

$2,200 

$10,340 

$16,749 

le  purchase  plan 
ily  payments. 


$0  ZtO  Dodge  DY\AST\y3.3  L  V-6  Engine/ Autom\ti(j  Transmission/ Air- 
^±.ymo*  CONDITIONING/PO^^-ER  DOOR  LOCKS/AM/FM  CASSETTE  STEREO 


Q  /T  Q  Chrysler  LeBaron  L^ndal  /3.0  L  \-b  Engine/ Alt( )\i  \'ri( :  Transmission/ 
^P^Uymo*  Air-Cont)itioning/Po\s;t:r  Windows  and  Locks/AM/FM  Cassette  Stereo 


$299 


Jeep  Cherokee  Laredo  4x4/4.0  L  6-C\lint)er  Engip^/Autom.4TIC 
mo.*  Transmission/ Air-Cont)itioning/Poit:r  Windows  and  Locks 


ADVANTAGE: CHRYSLER 


1HKYSLER   Dodge  Jeep 

^^^^Q  I^^^HI 
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GOING  FOR  BROKE 

By  John  Rothchild 

Simon  &  Schuster  •  286pp 


$21 


HE  SHOPPED 
TILL  HIS  EMPIRE 


DROPPED 


R 


kobert  Campeau  is  one  of  the  more 
bizarre  businessmen  to  emerge 
during  the  last  decade.  Here  is  a 
man  who  blew  a  big  deal  because,  in  the 
midst  of  negotiations,  he  took  off  to  Bra- 
zil for  a  facelift.  Who  for  five  years 
shuttled  between  an  official  family  in 
Ottawa  and  a  secret  one  in  Montreal. 
Who  took  sheep-brain  injections  to  live 
longer  and  once  faked  a  hole  in  one  to 
win  a  company  golf  tournament. 

All  this  would  be  only  mildly  interest- 
ing chatter  had  Campeau  not  been  at  the 
center  of  one  of  the  1980s'  biggest  finan- 
cial disasters.  Between 
1986  and  1988,  he 
charmed,  cajoled,  and  bul- 
lied his  way  into  buying 
two  of  the  biggest  depart- 
ment store  conglomerates 
in  the  U.  S. — Allied  Stores 
Corp.  and  Federated  De- 
partment Stores  Inc.  The 
two  companies,  owners  of 
such  stores  as  Blooming- 
dale's  and  Brooks  Broth- 
ers, had  plodded  along 
profitably  for  decades. 
Campeau  drove  them  into 
bankruptcy  in  no  time. 

He  had  the  help  of  Wall 
Street's  heavy  hitters,  in- 
cluding mighty  Citicorp 
and  brash  First  Boston 
Corp.  They  backed  him — 
a  retailing  novice  with  virtually  no  cash 
to  put  down — to  the  tune  of  $11  billion. 
As  John  Rothchild  reveals  in  his  fast- 
paced,  often  comical  Going  for  Broke, 
audacity,  ego,  and  the  tireless  pursuit  of 
fees  ($800  million  between  the  two  deals) 
had  a  lot  to  do  with  it.  Campeau  and  his 
lenders  "took  each  other  to  the  extremes 
of  wishful  number  crunching,  while  ig- 
noring the  many  danger  signs,  not  the 
least  of  which  was  Campeau  himself." 

Before  he  got  to  Wall  Street,  Cam- 
peau, a  mechanic's  son  from  an  Ontario 
mining  town,  had  made  a  name  in  Cana- 
da as  a  builder  of  office  towers  and 
shopping  malls.  But  he  remained  an  out- 
sider to  Canada's  business  elite.  After 
members  of  that  club  thwarted  his  take- 
over of  two  large  Canadian  trust  compa- 
nies, he  decided  to  head  south. 

His  first  plan  was  to  buy  a  U.  S.  sav- 
ings and  loan,  but  after  putting  Shear- 
son  Lehman  on  the  case,  he  left  for  his 


facelift.  When  the  deal  collapsed,  Roth- 
child says,  he  tried  to  renege  on  Shear- 
son's  $100,000  finder's  fee.  The  incident 
foreshadowed  later  deals  in  which  Cam- 
peau vanished  at  key  moments  and  was 
loath  to  part  with  any  of  his  own  money. 

Next,  he  decided  to  take  part  in  the 
leveraged  buyout  of  R.  H.  Macy  &  Co., 
but  as  an  unknown,  he  didn't  even  get  in 
the  door  to  see  Macy's  Chairman  Ed- 
ward S.  Finkelstein.  Ironically,  the  two 
would  one  day  meet  in  Finkelstein's 
Manhattan  townhouse  to  divide  the 
spoils  of  their  bidding  war  for  Federat- 


ed. Finkelstein  got  some  coveted  Feder- 
ated chains,  and  Campeau  got  the  com- 
pany— an  arrangement  that  would  leave 
both  monumentally  overburdened. 

At  last  Campeau  turned  to  Allied,  tak- 
ing the  Macy's  deal  as  his  model.  "He 
quickly  grasped  the  facts  of  an  LBO," 
Rothchild  writes,  "the  cash  flow,  the 
added  value,  how  you  could  sell  off  the 
parts  to  pay  the  debts  . . ."  But  as  Cam- 
peau would  learn,  uneven  cash  flows 
make  retailers  poor  LBO  candidates. 

Even  close  associates  at  Campeau 
Corp.  didn't  take  his  quest  seriously  at 
first.  But  with  "quirky  bravado,"  Cam- 
peau enlisted  the  help  of  an  impressive 
bunch,  including  First  Boston's  celebrat- 
ed mergers  and  acquisitions  specialist, 
Bruce  Wasserstein.  His  bankers  and 
lawyers  relaxed  many  rules  of  prudent 
lending,  going  so  far  as  to  let  Campeau 
borrow  most  of  the  $300  million  in  equi- 
ty he  needed.  Even  Wasserstein  reached 


new  heights  of  creativity:  first,  in  ap 
ranging  a  $700  million  bridge  loan  fc 
the  hostile  deal,  then  in  organizing  jc 
"Street  Sweep"  that  allowed  Campeaj 
to  buy  enough  stock  on  the  open  mark(j 
to  gain  control  of  Allied. 

Although  Rothchild,  also  the  author  d 
A  Fool  and  His  Money,  didn't  intervie- 
Campeau  for  the  book,  he  does  an  adm 
rable  job  of  capturing  the  developer 
eccentric  yet  engaging  personality  an 
the  insecurities  that  drove  him.  Wlii 
maintaining  a  relatively  narrow  focu: 
Rothchild  places  the  story  in  the  conte?' 
of  '80s  excess,  likening  Campeau  to  Dol 
aid  Trump  and  other  "Debtor  Barons  • 
who  speculated  with  borrowed  money.  | 
After  he  completed  the  $4.1  billion  a  ! 
quisition,  Campeau  took  steps  to  cut  A  i 
lied's  bloated  management.  To  the  relit 
of  his  lenders,  he  exacted  absurdly  ii 
flated  prices  for  several  Allied  chain: 
He  also  hired  Robert  Morosky,  an  oper; 
tions  expert  formerly  of  The  Limite 

  Inc.,  to  make  the  numbei 

work  in  a  softening  reta 
climate. 

But  just  months  late 
he  decided  to  go  afti 
Federated,  and  the  who, 
financial  circus  bega 
again.  First  Boston  had  | 
new  motive  to  swing  th' 
deal:  It  wanted  to  prove 
could  play  the  m&a  ganiu 
without  Wasserstein,  whi 
liad  left.  In  January,  1981 
liefore  he  even  had  f| 
nancing  commitment: 
Campeau  launched  a  $4: 
a-share    tender  offe 
Competing  bidders  s(  h  i 
drove  the  price  to  $73. o( 
No  way  could  Campea 
pull  it  off  this  time,  evf 
with  equity  infusions  from  Canada's  bi 
lionaire  Reichmanns.  Not  only  had  h 
overpaid,  but  Morosky  quit  after  Can 
peau  broke  a  promise  to  make  him  CE( 
In  less  than  two  years,  the  situatio 
blew  up.  Allied  and  Federated  filed  fc 
Chapter  11  reorganization  in  Januar; 
1990,  leaving  50,000  creditors  with  $8 
billion  in  claims.  First  Boston,  whic 
held  millions  in  devalued  Campeau  junl 
needed  a  $650  million  bailout  from  i1 
parent.  Credit  Suisse.   Campeau  w£ 
forced  into  personal  bankruptcy  and  lo: 
the  chairmanship  of  Campeau  Corp. 

In  the  end,  Rothchild  writes,  the  pul 
lie  will  pay  for  the  Campeau-style  spree 
of  the  1980s  through  higher  taxes  an 
bailouts  of  troubled  banks.  That  we'i 
finding  more  bargains  at  departmei 
stores  these  days  is  small  consolation. 

BY  AMY  DUNKI 

Associate  Editor  Dunkin  covered  the  Allii 
and  Federated  takeovers. 
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Goodness,  how  dependent  weVe  h 

selves  for  on  denenH  '° 

millions  of  A  °  '^^1  and  T.  °" 

^atural  gas.  In  facTw?'  ^'^^^^fy  1'' 
orth  Amenca  ,s  L  w"'"''^'' of  the  „  ^ 


--^      millions  of  Amer/ca  '  '"^'<'''de, 
domestic  natural  gas  In  fact  J",      ^/ready  ai 
\  used  in  North  America  is  L  i"'"'*'^"  of  the  „ 
:   America,  And  it  s  being  1,°""'^^  ngh  ^  'f"«'gas 

I   Pipeline  that's  over  onl^f  /.^-^edthrfJgJ?'" 

It's  a  dependable  and    S,"  "^''^^  C (And'"^" 
^    'vork  including  advanced  n"^lT"°"^  f'owfng  n,^^:°*'"§ ' 


It's  a  dependable  and  con  °"         '°4  (And'"^^' 
,  work  including  advanced  nm  '!owir,l  "  ^f°*'"§  • 

I,  only  accessible,  abundan?!  7  ''^l^^o&r''''' 
||  world's  cleanest  burn/nJf,!"''^^f'c/ent  b,!„ 

"  Of  America. 


Use  natural  gas.  We'll  all  breathe  easier 


This  Isn't  m  Laiest 

In  IbLECOMMUMOfflONS 
TbCHNOLOGY. 


imsls. 


Rick  Henson 
'   Combination  Person 
Hickory,  NC 


dwardOmn 
usiness  Installalion 
Manager 
as  Vegas,  NV 


Helen  Hausmann 
Customer  Service 
Representative 
Temple,  TX 


As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,  Centel  has  succeed- 
ed by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Ctiicago,  IL  60631. 
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WORKING  WOMEN'S  STAUNCHEST  ALLIES: 
SUPPLY  AND  DEMAND 


BY  GARY  S.  BECKER 


American  women 
are  entering  the 
professions  at 
a  breathtaking  pace, 
and  market  forces 
— along  with 
civil  rights 
legislation — 
are  steadily 
improving  their 
economic  position 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


Working  women  have  plenty  of  prob- 
lems in  the  workplace,  as  we  were 
reminded  so  dramatically  during  the 
Clarence  Thomas  hearings.  Yet  those  prob- 
lems stand  in  stark  contrast  to  women's  rapid 
progress  in  occupations  and  earnings  com- 
pared with  men's  since  the  late  1970s.  The 
U.  S.  is  getting  much  closer  to  granting  equal 
pay  for  equal  work,  regardless  of  gender  or 
family  situation. 

The  proportion  of  manied  women  who  work 
has  increased  continuously:  Now,  more  than 
60%  of  married  women  with  young  children 
hold  jobs.  Women  in  the  1970s  and  '80s  en- 
tered many  professions  at  a  breathtaking  pace. 
They  make  up  some  40%  of  the  students  in 
schools  of  law,  medicine,  business,  architec- 
ture, and  journalism,  and  are  a  small  but 
rapidly  growing  share  of  those  majoring  in 
engineering.  The  percentage  of  male  college 
graduates  going  on  to  law  school  has  actually 
fallen  since  1970,  while  females  in  the  legal 
profession  have  risen  from  a  negligible  share 
in  the  early  '70s  to  almost  25%  now. 

Median  earnings  of  women  working  full 
time  were  comparatively  stable  from  1960  to 
1979,  at  about  59%  of  the  earnings  of  men— 
which  means  a  gender  gap  of  about  41%.  But 
then,  as  reported  in  the  Census  Bureau's 
Money  Income  of  Households,  Families  and  Pet- 
sons,  the  gap  began  a  steady  fall,  dropping 
below  30%  in  1990.  I  expect  it  to  continue  to 
fall  throughout  this  decade. 

Even  30%,  however,  overstates  the  true 
gap,  since  female  full-time  workers  put  in 
about  10%  fewer  hours  a  week  than  male  full- 
time  workers,  and  they  have  less  previous 
job  experience.  The  gap  between  men  and 
women  working  the  same  hours  and  with  the 
same  experience  is  well  under  20%. 
LAME  EXCUSE.  The  most  important  reason  for 
women's  progress  is  their  increasing  presence 
in  the  labor  force,  as  the  nature  of  the  family 
has  changed.  Birth  rates  have  dropped  more 
than  35%  since  the  late  1950s,  freeing  women 
from  child  care  duties.  Rapid  expansion  in  the 
number  of  jobs  in  the  service  sector  has  let 
women  combine  child  care  with  part-time  work 
and  flexible  schedules.  The  exploding  number 
of  divorces  after  the  mid-1960s  forced  women 
with  dependent  children  to  earn  a  living  and 
provided  a  warning  to  married  women  that 
they  should  be  prepared  to  work  in  the  event 
their  marriages  should  break  up.  Young 
women  who  have  entered  professions  and 
other  skilled  occupations  during  the  1970s  and 
1980s  continue  to  advance  into  more  responsi- 
ble positions,  even  if  a  "glass  ceiling"  has  kept 
most  from  getting  to  the  very  top. 

Not  long  ago,  some  women  lost  their  jobs 


e  ■ 


when  they  married.  Women  employees  werj 
paid  much  less  than  men,  sometimes  becausa 
of  outright  discrimination  rationalized  by  thi 
lame  excuse  that  they  were  not  the  maf 
breadwinners.  The  atmosphere  created  by  ci\ 
rights  legislation  and  the  women's  movemei  1 
help  combat  such  policies.  These  were  no 
however,  the  main  forces  behind  their  proj 
ress,  since  the  gender  gap  in  earnings  did  n( 
begin  to  decline  until  more  than  a  decade  an 
a  half  after  passage  of  the  far-reaching  Civ  fa 
Rights  Act  of  1964.  Women  advanced  mo; 
rapidly  during  the  Reagan  and  Bush  Pres  | 
dencies— surely  no  more  active  in  civil  right 
enforcement  than  previous  Administration 
Moreover,  not  all  minority  groups  advance 
during  the  1980s:  Black  men  fell  a  little  fuilh( 
behind  white  men. 

Women's  substantial  progress  during  th 
'80s  helped  muffle  the  call  for  more  radic 
legislation  to  aid  them.  There  is  much  lei 
support  now  than  a  decade  ago  for  the  sill 
system  of  government  wage-setting  figure 
on  the  basis  of  "comparable  worth,"  the  ii 
evitably  arbitrary  judgments  of  statisticiar 
and  bureaucrats  about  what  the  pay  should  t 
in  different  occupations.  Rapid  entry  of  wome 
into  prestigious  occupations  has  also  quiete 
the  call  for  quotas.  Even  supporters  concec 
quotas  aren't  really  what  they  have  in  mind 
MOTHERS'  HELPER.  Instead,  the  drive  to  a; 
women  is  concentrating  on  other  kinds  of  ii 
tervention  in  lal)or  markets.  Current  favorit< 
are  mandatory,  unpaid  leave  for  parents  whf 
children  are  born  or  get  sick  and  mandator 
child  care  facilities  at  work.  Bills  in  Congres 
would  make  child  care  leave  available  to  eithf 
parent,  but  the  example  of  Sweden— whic 
has  a  liberal  leave  system— suggests  that  a 
most  all  would  be  taken  by  women. 

Forcing  business  to  pi'ovide  leave  is  both  ii 
efficient  and  unjust.  It  in  effect  discriminat( 
against  single  persons  and  against  marrie 
women  and  men  with  no  children  or  wit 
grown  children.  It's  one  thing  to  call  for 
gender-neutral  productivity  test  for  pay  hik< 
and  promotions,  but  another  to  make  bus 
ness  give  preference  to  persons  with  youn 
children.  And  while  the  present  proposals  ai 
mild,  everyone  knows  they  are  only  a  fir; 
step  toward  the  Swedish  .system  of  requirin 
full  pay  for  employees  on  child  care  leave. 

The  law  of  supply  and  demand,  along  wit 
civil  rights  legislation,  is  steadily  improving  tl 
economic  position  of  U.  S.  women.  Extensiv, 
intervention  in  labor  markets  to  help  them 
unwaiTanted  and  will  do  more  harm  than  got 
in  implementing  the  principles  of  equal  pa 
and  equal  employment  opportunities  for  equ 
work. 
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Dls^recuffiNt  Economic  Storms, 
Americas  Life  Insurance  Industry 
REMAiNsIjA  Safe  Harbor. 


The  current  economic  downturn  has  affected  all 
financial  institutions.  One  result  is  that  consumers 
are  looking  more  closely  at  life  insurance  companies. 
What  they  are  finding  is  a  strong,  secure  industry 
that  has  weathered  economic  storms  for  more 
than  two  centuries. 

While  some  companies  have  had  financial  problems, 
the  experts  agree  that,  overall,  the  life  insurance 
industry  remains  strong,  safe  and  stable: 

"The  life  insurance  industry  is  very  strong 
contrasted  to  other  industries  with  which  it 
competes.  We  see  basically  the  life  insurance 
industr)>  as  an  AA '  type  business.  Next  to  the 
U.S.  government,  the  life  insurance  industry'  is 
one  of  the  safest  places  for  people  and 
companies  to  put  their  funds  that  exists  today. " 
Duff  &  Phelps  Credit  Rating  Company 


". . .  S&P  believes  that,  overall,  life/health  insurers 
are  relatively  stronger  than  other  types  of 
financial  services  ccmipanies.  Compared  to 
thrifts  and  banks,  most  insurers  are  more 
soundly  positioned  due  to  stronger 
capitalization,  better  asset  quality  and 
liabilities  with  longer  and  more  predictable 
durations.  Seriously  troubled  insurers  represent 
a  small  percentage  of  the  life/health  universe ..." 
Standard  &  Poor's  Insurance  Rating  Senices 

The  fact  is,  the  life  insurance  industry  remains 
what  it  has  always  been  throughout  its  232-year 
history:  A  safe,  snug  harbor  providing  financial 
security  for  American  families. 

If  you  would  like  more  information  about  America's 
life  insurance  industry',  write  for  our  free 
brochure,  "Building  on  a  Strong  Foundation: 
Answers  to  Your  Questions  About  Life  Insurance. " 


American  Council  of  Life  Insurance 

1001  Penn.sTlvania  Avenue,  N.W  •  Washington,  D.C.  20004-2S99 
ATTENTION:  Company  Services 


I J  or  nearly  three  decades,  Peter  Max's  unique  imagery 
and  creative  sense  of  color  have  remained  at  the  cutting 
edge  of  artistic  expression.  But  more  recendy,  Peter  Max 
himself  has  been  at  the  cutting  edge  of  a  new  medium  of 
expression  -  technology. 

With  his  Canon  Color  Laser  Copier,  Peter  can  easily 
experiment  with  color  and  pattern  to  develop  imagery  for 
his  worldwide  museum  shows,  Hanson  Gallery  installations, 
posters  and  art  books. 

You'd  expect  a  company  as  diverse  as  Canon  to  have  the 
kind  of  technology  that  can  help  even  a  fine  artist  be  more 
creative.  But  that's  not  what  makes  us  proud  to  be  a  part  of 
Peter  Max's  success.  Because,  the  fact  is,  all  the  technology 
in  the  world  is  meaningless  unless  it  can  somehow  touch  the 
lives  of  individuals,  from  people  who  work  with  canvas  and 
brush  to  people  who  work  with  numbers.  Which  is  why  all 
our  resources,  our  research  and  our  technology,  from  35mm 
cameras  to  advanced  Semiconductor  equipment,  will  always 
go  to  serve  one  very  important  goal.  Giving  people  the  ability 
to  enhance  their  own  image. 

Because  at  Canon  we  believe  that  whether  your  work  is 


Your  image  matters  to  us. 


admired  around  the  world,  around  the  office  or  around  the 
house,  your  image  matters. 


Canon 


iinunications  Aids  for  Disabled  •  Digital  Image  Scanners  •  8mm  Video  Camcorders  •  Electronic  Typewriters  •  Facsimile  •  Laser  Beam  Printers 
Video  Systems  •  35mm  Cameras  •  Word  Processors. 


BY  GENE  KORETZ 


SOCIAL  SECURITY'S 
PROJECTED  SURPLUS 
KEEPS  SHRINKING 


Judging  by  recent  trends,  the  Social 
Security  surplus  won't  be  alleviating 
the  government's  budgetary  woes  as 
much  as  experts  had  expected.  Robert 
Marks  of  SOM  Economics  Inc.  notes  that 
actual  surpluses  in  recent  years  have 
been  falling  increasingly  short  of  offi- 
cial projections  "due  to  slower  revenue 
growth  and  faster  gains  in  outlays." 

In  fiscal  1991,  for  example,  the  surplus 
was  SIO  billion  below  the  le\'el  projected 
by  the  Congressional  Budget  Office  last 
January  and  S22  billion  below  the  level 
projected  in  earlj-  1990.  And  in  the  cur- 
rent fiscal  year,  Marks  thinks  the  sur- 
plus will  come  in  S20  billion  below  the 
CBo's  projection  last  January. 

The  rub  is  that  each  shortfall  con- 
tributes to  the  following  year's  short- 
fall because  trust-fund  assets  and  the 
interest  earnings  they  generate  rise 
more  slowly  than  projected.  Thus, 
Marks  e.xpects  fiscal  1995's  Social  Secu- 
rity sui-plus  to  come  in  as  much  as  S50 
billion  below  the  S128  billion  projected 
by  the  CBO  just  20  months  ago. 


SANTA  MAY  BRING 
SAD  TIDINGS 
TO  THE  ECONOMY 


The  jury  is  out  on  whether  the  econo- 
my is  merely  experiencing  some  un- 
settling turbulence  after  clearing  the  re- 
cessionary runway  last  quarter  or  is 
actually  headed  down  again.  For  most 
economists,  the  verdict  rests  on  the 
strength  of  retail  sales  in  the  holiday 
shopping  season  now  getting  under  way. 

"Half  of  annual  spending  in  many  re- 
tail categories,"  notes  economist  Roger 
E.  Brinner  of  URi/McGraw-Hill,  "comes 
in  the  November-December  spree."  If 
Christmas  sales  prove  depressed,  post- 
holiday  inventory  building  will  suffer, 
weakening  near-term  production  and  em.- 
ployment  prospects. 

One  somewhat  offbeat  omen  of  Christ- 
mas retail  sales  is  the  so-called  Appert 
Gift-Wrap  Indicator.  For  the  past  seven 
years,  Peter  P.  Appert,  an  analyst  at 
C.J.  LawTence  Inc..  has  been  tracking 
shipments  from  the  five  major  gift-wrap 
manufacturers  to  retailers  in  the  period 
just  before  Christmas.  "Presumably,  if 
retailers  are  optimistic  about  sales 
prospects  for  Christmas,"  Appert  says, 
"they  will  be  aggi-essi\-e  in  ordering  this 


highly  seasonal  product  and  vice-versa." 

Appert's  reading  this  year  won't  bring 
economy-watchers  much  cheer.  "Growth 
in  gift-wTap  sales,"  Appert  says,  "is  at  its 
lowest  level  in  over  10  years,  suggesting 
that  sales  of  apparel  and  other  non- 
durables  will  be  up  less  than  3%  over 
last  Christmas." 

Even  that  \iew  could  pro\-e  optimistic, 
according  to  DRlMcGraw-Hill's  Brinner. 


GIFT-WRAP  SHIPMENTS 
SIGNAL  A  BLUE  CHRISTMAS 
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He  thinks  that  many  retailers  have  been 
unusually  conservative  in  adding  to 
stocks,  both  because  of  fears  of  slack 
consumer  demand  and  because  of  diffi- 
culty in  obtaining  credit,  "If  stocks  on 
shelves  are  too  sparse,"  he  warns,  "con- 
sumers will  buv  fewer  goods." 


FOREIGN  STUDENTS 
SCOOP  UP 

MORE  AMERICAN  PhDs 


The  foreign  contingent  studying  in 
U.  S.  graduate  schools  is  starting  to 
dominate  the  ranks  of  doctoral  students 
in  key  subject  areas,  notes  the  Wash- 
ington-based Council  on  Competitive- 
ness. Over  half  of  the  PhDs  in  engi- 
neering, mathematics,  and  economics 
awarded  by  American  universities  last 
year  went  to  non-U.  S.  citizens.  And  for- 
eigners earned  over  4.5%  of  the  doctor- 
ates in  computer  sciences  and  physics 
and  astronomy. 

Although  expendittires  by  foreign  col- 
lege students  in  the  U.  S.  are  helping 
to  reduce  the  trade  deficit  (BW— Nov. 
4(,  the  council  is  concerned  about  an- 
other aspect  of  the  student  influx:  U.  S. 
graduate  schools  in  the  sciences  are  in- 
creasingly becoming  the  training  ground 
for  foreigners  who  are  acquiring  skills 
and  knowledge  that  will  eventually  lx)Ost 
their  own  countries'  competitiveness  vis- 
a-vis the  U.  S. 


HOW  CRACKING  DOWN 
ON  DRUGS  CAN 
FOSTER  MORE  CRIME 


ai^ 


Does  escalating  the  war  against  dr' 
result  in  a  decrease  in  theft,  b 
glary,  and  other  property  crimes?  Not! 
it  involves  shifting  resources  away  frc, 
deterring  property  crimes  directly.  cI 
economists  Bruce  L.  Benson  and  Da 
W.  Rasmussen  of  Florida  State  Univ 
sity.  In  a  study  published  in  the  lat 
issue  of  Contemporary  Policy  Issues,  th 
conclude  that  the  resource  reallocati 
that  accompanied  stronger  dnag  law 
forcement  efforts  in  Florida  dming 
1980s  actually  led  to  more  prope 
crimes— despite  the  presumed  cau; 
connection  between  drug  addiction  a 
criminal  activity. 

The  two  economists  note  that  Floi 
da's  police  devoted  a  growing  share 
their  resources  to  drug  law  enforceme 
dtuing  the  1980s.  Drug  arrests  rose  90 
between  1982  and  1987,  while  total  -< 
rests  increased  only  32%.  But  inste 
of  subsiding  in  the  wake  of  the  steppe 
up  war  against  drugs,  property  crimt 
also  escalated.  Between  1983  and  198 
for  example,  robbery  rates  climbed  34 
and  auto  theft  rates  jumped  65% 

In  the  past,  economists  have  explain( 
such  increases  in  crime  by  noting  th; 
drug  users  have  an  inelastic  demand  fi 
drugs.  Since  greater  enforcement 
drug  laws  presumably  drives  up  drtf 
prices,  addicts  have  to  step  up  the 
criminal  activities  to  pay  for  their  habi 
Yet  the  price  of  cocaine,  the  most  in 
portant  drug  in  Florida,  fell  dramatica 
ly  in  the  second  half  of  the  1980s— 
trend  that  should  have  reduced  th 
property  crime  rate  if  the  "drugs  caus 
crime"  argument  is  vahd. 

Benson's  and  Rasmussen's  study  su' 
gests  an  alternate  hj-pothesis:  that  risin 
property  crime  in  Florida  was  partly 
bjT^roduct  of  increased  enforcement 
drug  laws.  Their  analysis  indicates  the 
as  more  resources  are  allocated  agains 
drug  crimes,  the  probability  of  arres 
for  property  crime  falls.  Such  a  declin 
in  arrest  probability,  they  speculate,  n 
suits  in  a  rise  in  property  crime  rate 
because  fewer  career  criminals  are  af 
prehended  and  because  fewer  potenti 
criminals  are  deterred  from  crime. 

The  upshot,  say  the  two  economist 
is  that  while  drug  use  may  often  indue 
property  crimes,  enforcement  of  drui 
laws  can  also  "cause"  such  crimes  by  lim 
iting  the  resources  targeted  agains 
them.  The  best  way  to  control  propert 
crime,  they  suggest,  is  to  focus  enforce 
ment  efforts  directly  on  such  crime. 
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They  didn't  design  it, 
or  build  it, 
or  even  sell  it. 
But  they  fixed  it." 


"Over  the  years  ive\  e  bought 
computers  from  lots  of  vendors, 
so  our  company's  systems  are  sort 
of  mixed  up. 

''But  our  service  agreement 
isn't.  It  covers  all  our  systems  and 
softivare,  you  don't  have  to  be  o 
laivyer  to  understand  it,  and  it 
has  only  tu  o  names  on  it. 

''Ours  and  IBM's'.' 

^  hen  your  computer  sys- 
tem is  raising  more  questions 
than  it  answers,  that  s  no  time 
to  learn  your  support  system 
doesn  t  woric  either. 

But  it  can  happen,  ^ith 
systems  from  muhiple  vendors, 
you  can  waste  precious  time 
just  trying  to  figure  out  who's 
responsible  for  what  gear  or  who 
can  help  with  what  software. 

Bui  with  an  IBM  service 
agreement,  we  can  help  you  with 
everything,  24  hours  a  day.  To 
learn  more  about  IBM  service, 
call  us  at         —  III      —  — .. 
1  800  IBM-      =   ~  =^ 


now  that  we  have  at&t  long  distance,  you  can 
Sing  your  daughter  to  Sleep  from  across  the  country 
AND  Sound  like  you're  just  across  the  room  . 


With  unmatched  quality  and  reliability, 
AT&T  long  distance  can  help  you  feel  closer 
to  your  family,  even  when  you're  far  away 
on  business.  That's  why  we  chose  AT&T  to 
be  our  long  distance  carrier. 
Just  look  for  this  sign  to  make 


iint-c  i 


ln-R(M>fll 
ATS  I 

UiM 
Sen 


your  AT&T  Calling  Card,  AT&T  Universal 
Card  or  operator-assisted  calls  at  over  1 300 
Best  Westerns  across  North  America.  It's 
]ust  one  more  way  we're  taking  the  /^^s 


worry  out  of  being  away  from  home.  lU^temi 
AS  INDIVIDUAL  AS  AMERICA  ITSELF 


For  reseivations,  call  1-800-528-1234  or  your  professional  travel  agent . 


usiness  Outloo 


:EMBER  2,  1991 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  RECOVERY  WAS  A  LEMON  TO  BEGIN  WITH. 
10  WONDER  IT  BROKE  DOWN 


JKk  few  weeks  ago,  you  could  argue  that  people  were 
too  gloomy  about  the  economy.  Not  any  more. 
^^Since  late  summer,  the  recovery's  engine  has 
it  firing  on  one  cylinder  after  another.  Housing 
iked,  then  autos,  then  retail  sales.  Now,  as  inventories 
2  up,  growth  in  industrial  output  has  withered.  By 
ist  measures,  the  weak  recovery  has  ground  to  a  halt. 
Wa.]\  Street  is  beginning  to  share  Main  Street's  uneasi- 
3S.  The  stock  market  is  in  its  worst  sell-off  in  two 
irs.  Share  prices  tumbled  on  Nov.  15  and  slipped 
'ther  on  Nov.  19,  mostly  reflecting  worries  about  the 
;overy  and  Washington  policy  (page  28).  The  market's 
mp  only  feeds  the  sour  mood  of  consumers  and  busi- 
;ses.  Moreover,  a  stock  shock  now  could  be  a  death 
iw  to  a  fragile  recovery.  The  market  plunges  in  Octo- 
1987,  and  October,  1989,  turned  out  to  be  benign, 
i;ly  because  the  economy  was  stronger  then. 

The  economy  is  not  simply 
the  victim  of  a  national  mood 
swing.  The  recovery  is  stalling 
out  because  it  was  built  on 
shaky  fundamentals.  The  pick- 
up in  consumer  spending  after 

g  '  I  'H   —\       the  gulf  war  started  a  virtuous 

■  J  JULY  AUG  SEPT.  cycle  that  shrank  inventories 
B  and  generated  orders  and  pro- 

duction that  lifted  the  economy. 

However,  job  growth  re- 
mained weak,  while  consumers 
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mt  twice  as  fast  as  their  incomes  were  growing.  Sav- 
dried  up,  and  debts  didn''t  go  away.  The  economy's 
b  of  interrelated  structural  problems  in  governm_ent 
ance,  real  estate,  and  banking  didn't  go  away,  either, 
ose  problems  still  weigh  heavily  on  demand. 

iREU.S  With  all  this  falling  back  on  consumers, 
iONSUMERS  that  virtuous  cycle  is  now  starting  to  un- 
N  A  DEEP  ravel.  Spending  has  fallen  behind  output, 
.OMA?  g^j^fj  retail  inventories  are  starting  to 
Ige  (chart).  Retail  sales  fell  by  0.1%  in  October,  and 
;  August  and  September  data  were  revised  lower, 
ter  adjusting  for  inflation,  sales  began  this  quarter 
3ut  even  with  their  third-quarter  level. 
3ar  buying  is  in  particular  trouble.  Sales  at  dealer- 
ps  fell  0.37o  in  October.  And  car  sales  in  early  Novem- 
r  were  a  disaster,  another  worrisome  sign  that  con- 
mers  just  aren't  consuming. 

Dther  retailers,  however,  aren't  much  busier.  Nonauto 
es  were  flat  in  October  and  haven't  risen  since  July, 
rchases  at  furniture,  department,  and  apparel  stores 
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fell  in  both  September  and  October.  Receipts  at  these 
stores  are  back  to  where  they  were  in  June. 

The  big  danger  for  the  fourth  quarter  is  that  consum- 
ers are  retrenching  just  as  the  important  holiday  shop- 
ping season  gets  under  way.  The  latest  findings  on 
household  attitudes  are  ominous.  The  University  of 
Michigan's  preliminary  reading  of  its  index  of  consumer 
sentiment  shows  a  steep  decline  in  November.  That  drop 
suggests  that  the  plunge  in  the  Conference  Board's  Oc- 
tober index  of  consumer  confidence  was  not  a  fluke. 

Consumers'  concerns  are  not 
misplaced.  Companies  continue 
to  announce  layoffs,  especially 
in  the  white-collar  ranks.  And 
new  claims  for  unemployment 
benefits  jumped  to  a  454,000  an- 
nual rate  in  early  November, 
the  highest  pace  since  May. 

These  worries  are  holding 
back  the  recovery  in  homebuild- 
ing.  Housing  starts  rose  by 
7.3%  in  October,  to  an  annual 
rate  of  1.1  million  (chart).  Homebuilding  is  up  by  29% 
since  hitting  its  low  point  in  January,  but  the  rebound 
has  been  modest  by  the  standards  of  past  recoveries. 

Starts  of  multifamily  units,  up  26.2%-  in  October,  ac- 
counted for  the  bulk  of  the  month's  increase,  while  sin- 
gle-family homes  rose  3.9%.  However,  that  increase 
came  on  the  heels  of  a  13%  plunge  in  sales  of  new  homes 
in  September,  the  largest  drop  in  2V2  years. 

The  sales  drop-off  raises  questions  about  the  strength 
of  home  demand,  which  could  temper  builders'  enthusi- 
asm in  coming  months.  The  sharp  fall  in  mortgage 
rates — now  down  to  their  lowest  level  since  1977 — is  not 
offsetting  consumer  worries  about  future  job  and  in- 
come prospects. 

STOCK  With  those  concerns  keeping  shoppers 

ROOMS  ARE  away  from  their  local  malls,  retailers  are 
STARTING  bracing  for  a  Christmas  that  only  a 
TO  BUIGE  Scrooge  could  love  (page  36).  If  those  ex- 
pectations become  reality,  unwanted  inventories  will 
build  up  further,  and  retailers  will  finish  the  year  with 
bulging  warehouses.  That  will  lead  to  cuts  in  output, 
payrolls,  and  profits  in  1992. 

It  may  already  be  happening.  Business  inventories 
jumped  0.6%  in  September,  following  no  growth  in  July 
and  August  and  declines  during  the  five  previous 
months.  The  September  increase  was  the  largest  since 
July,  1990,  and  it  was  concentrated  in  retail  trade.  How- 


business  week/december  2, 1991  25 


business  Outloo 


ever,  with  retail  buying  going  nowhere,  much  of  that 
accumulation  appears  to  be  unintended. 

Retail  inventories  rose  1.5%-  in  September,  the  largest 
increase  in  three  years.  Since  June,  stockpiles  held  by 
retailers  are  up  2.2%,  while  retail  sales  have  increased  a 
mere  0.37".  The  October  sales  decline  didn't  help  matters. 

I A  SILVER  The  growing  problem  of  retail  inventories 
LINING:  NO  carries  one  benefit  for  holiday  shoppers: 
l*"*'^^  It  brightens  the  inflation  outlook.  Mer- 

PRESSURES  chandisers  may  have  to  discount  heavily 
to  move  their  goods.  Already,  inflation  at  the  retail  level 
is  moderating,  and  more  improvement  is  likely. 

The  consumer  price  index 
rose  a  mere  0.1%  in  October. 
Excluding  food  and  energy,  the 
core  rate  of  inflation  was  also 
up  a  small  0.1%'.  The  gains  in 
the  total  CPI  and  the  core  rate 
were  the  smallest  since  March. 
Over  the  past  year,  both  mea- 
sures of  inflation  have  come 
down  considerably  (chart). 

The  stellar  performance  of 
the  October  CPI  was  important 
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because  it  came  on  the  heels  of  October's  alarming  0.7% 
jump  in  producer  prices,  which  seemed  to  suggest  that 
inflation  was  flaring  up  again.  The  CPI  report  lays  that 
fear  to  rest.  Weak  domestic  demand  is  preventing  busi- 
nesses from  making  price  hikes  stick.  Prices  for  clothing, 
new  cars,  and  toiletries,  for  example,  have  dropped  back 
after  increasing  in  the  summer.  Prices  for  goods,  exclud- 
ing food  and  energy,  fell  0.1%'  in  October. 

However,  while  retailers  are  marking  down  items  in 
an  attempt  to  move  inventories  out  the  door,  they  will 
not  be  ordering  very  heavily  from  manufacturers.  Al- 
ready, the  buildup  of  inventories  appears  to  be  taking  a 
toll.  Factory  orders  fell  in  both  August  and  September, 


and  industrial  production  has  been  flat  since  July,  aft( 
rising  0.7%  per  month  during  the  four  previous  month 

Production  in  the  nation's  factories,  utilities,  an 
mines  was  unchanged  in  October,  following  a  0.2%'  gai 
in  September  and  a  0.1%-  decline  in  August.  Output 
manufacturing  was  also  flat  last  month.  Going  into  tY 
fourth  quarter,  industrial  output  was  barely  above  ii 
third-quarter  level.  And  the  industrial  operating  rate  fe  \j 
from  79.8%  in  September  to  79.6%  in  October. 

The  outlook  for  manufactur- 
ing gains  in  coming  months  is 
not  good.  In  addition  to  the 
slowdown  in  domestic  demand, 
foreign  shipments  are  slipping 
as  well.  Although  exports  rose 
by  $1  billion  in  September,  to 
$34.4  billion,  that  was  only  their 
second  increase  in  the  past  five 
months.  Exports  are  no  higher 
than  they  were  in  April. 

Factories  must  also  deal  with 
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America's  insatiable  appetite  for  imports.  They  rose  eve 
more  than  exports  in  September,  widening  the  trac 
deficit  to  $6.8  billion,  from  $6.5  billion  in  August.  A  lot  ( 
domestic  demand  continues  to  bypass  U.  S.  producers. 

The  immediate  problem  for  manufacturers,  though 
that  the  production  of  consumer  goods,  up  0.3%  in  Octi 
ber,  has  gotten  far  ahead  of  demand.  Since  April,  outpi 
has  risen  at  an  annual  rate  of  8%.  Auto  makers  accoun 
ed  for  much  of  that  rise,  but  housing-related  durab.  , 
goods  and  nondurable  goods  alike  contributed  to  tY  f 
growth  as  well.  During  the  same  period,  however,  re: 
retail  sales  have  grown  at  a  pace  of  only  (chart) 
That  divergence  makes  it  easy  to  see  why  retailers  ai 
getting  into  an  inventory  problem.  Getting  out  of  it 
likely  to  cost  the  industrial  sector,  and  the  econom 
plenty — and  at  a  time  when  this  sputtering  recovery  ca 
least  afford  it.  \ 


CONSUMER  CONFIDENCE 


Tuesday,  Nov.  2S,  10  a.m. 
The  Conference  Boarci's  index  of  con- 
sumer confidence  probably  dropped  to 
about  59  in  November  from  60.4  in  Octo- 
ber, say  economists  polled  by  McGraw- 
Hill  Inc.'s  MMS  International  unit.  But 
that  small  decline  would  follow  a  sharp 
12.5  point  fall  in  the  index  in  October. 
The  November  forecast  is  suggested  by 
the  preliminary  report  from  the  Univer- 
sity of  Michigan  that  its  survey  of  con- 
sumer sentiment  also  fell  in  November. 
Worries  about  future  job  layoffs  and 
sluggish  income  growth  is  furrowing 
consumer  brows.  The  expected  index 
would  be  the  lowest  reading  on  consum- 
er confidence  since  the  Persian  Gulf 


war,  and  it  would  suggest  that  retail 
sales  will  be  dismal  during  the  Christ- 
mas shopping  season. 

DURABLE  GOODS  ORDERS  

Wednesday,  Nov.  27,  8:30  a.m. 
New  orders  taken  by  durable  goods 
manufacturers  likely  rose  by  \%  in  Octo- 
ber, say  the  MMS  economists.  Demand 
for  autos  and  defense  equipment  likely 
lifted  the  October  numbers.  Orders  had 
jumped  by  11.7%  in  July  but  then  fell  by 
4.1%  in  August  and  3.2%  in  September. 
Those  declines  in  new  demand  suggest 
that  the  backlog  of  unfilled  orders  was 
pi'obably  little  changed  in  October,  after 
falling  0.7%  in  September.  A  smaller 
backlog  means  inclustrial  output  will 
make  little  headway  in  coming  months. 


PERSONAL  INCOME 


Wednesday,  Nov.  27,  10  a.m. 
The  MMS  economists  expect  that  perso 
a!  income  increased  by  just  0.1%  in  Oct 
ber,  after  gi-owing  0.5%  in  Septembe 
However,  wages  and  salaries  probab 
declined,  and  falling  interest  rates  like 
dragged  down  interest  income  in  Oct 
ber  as  well.  Drops  in  those  two  maj( 
incoine  categories  may  mean  a  decline 
the  total  earnings  number.  The  MMS  co: 
sensus  also  calls  for  a  0.2%  increase 
consumer  spending  in  October,  followir 
a  0.9%'  surge  in  September.  Gains  in  se 
vice  purchases  will  offset  an  expectc 
decline  in  spending  on  goods.  In  partie 
lar,  car  bu}'ing,  which  led  the  Septembf  ( t 
gain,  fell  back  in  October.  ' 
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WEKENOWA 
NICHE  PIAYER. 

FORTUNATELY 
OVER  67000,000 
PEOPLE  WORK 
IN  OUR  NKHL 


Almost  two  out  of  every  three  Americans  who 
work,  work  in  an  office. 

And  they're  caught  in  a  squeeze. 
Offices  have  fewer  people  to  work  with  because 
of  lay-offs.  Tighter  budgets  to  work  on  because  of 
cutbacks.  And  tougher  competition  to  work  against 
because  of  the  globalization  of 
the  workplace. 

The  challenge  facing  over 
67000,000  white-collar 
Americans  is  to  do  more 
work  faster,  and  with  fewer 
resources. 
How  can  this  be  done? 
We  call  It  OFFICE  2000. 

A  leading  aerospace  firm 
reduced  the  paperwork  in 
its  manufacturing  process 
by  90%. 
A  major  pharmaceutical 
company  once  needed  5 
to  7  days  to  turn  around 
incoming  field  marketing  data. 
Now,  it  processes  and 
disseminates  that  information  instantaneously 
on  a  worldwide  basis. 

A  government  organization  found  that  up  to 
25%  of  its  files  were  inaccessible,  misfiled  or  lost 
when  needed.  Now,  100%  of  its  information  is 
immediately  available  to  all  users. 

OFFICE  2000  offers  a  new  way  for  people  and 
technology  to  work  together  in  the  office. 

With  you  as  a  full  partner  in  the  process, 
OFFICE  2000  redesigns  the  way  work  is  organized 
in  your  office.  Then  seamlessly  links  your  people, 
departments,  offices  and  information  in  one  system 
using  Wang  Imaging. 

So,  if  these  challenges  sound  familiar,  our 
niche  is  your  office. 
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AMERICANS  GET  MORE  ANXIOUS  AS 
BUSH  PLAYS  FOR  TIME 


It's  the  Panic  of  '91.  No,  not  the  sort  of  finan- 

^  1  cia!  scare  that  sent  stockbrokers  diving  out  of 

^  A  windows,  produced  runs  on  banks,  and  her- 

i<i  Co)  aided  the  Great  Depression.  Things  aren't  near- 
'j  ly  that  bad  today.  But  a  few  months  into  a 

I  sputtering  recovery,  the  economy  is  wracked 

by  a  paralyzing  fear  that  keeps  consumers  at 
home — and  sends  Washington  policymakers 
into  a  frenzy. 
The  recovery  can't  seem  to  get  started.  The 
recession  hit  bottom  in  the  spring,  just  when  the  pundits  said 
it  would.  But  instead  of  bouncing  back  smartly,  the  economy 
acts  as  if  someone  let  the  air  out  of  it.  "A  foul  mood  is 
prevailing  around  the  nation,"  says  former  Federal  Reserve 
Governor  Lyle  E.  Gramley.  "The  momentum  of  the  spring  has 
largely  vanished."  And  instead  of  helping,  Washington  is  add- 
ing to  the  national  anxiety  attack. 

The  economy  is  creating  about  47,000  new  jobs  a  month. 
That's  adequate  to  keep  the  unemployment  rate  just  below  7%' 
but  not  nearly  enough  to  restore  consumer  confidence.  In- 
stead, news  of  more  and  more  layoffs  and  rising  state  and 
local  taxes  have  dulled  Americans'  spending  instincts. 

Corporate  earnings  are  improving,  but  they're  still  rotten, 
leaving  executives  gloomy  and  financial  markets  on  edge 
(page  33).  Retailers  are  looking  forward  to  the  holiday  season 
with  all  the  Christmas  spirit  of  Ebenezer  Scrooge  (page  36). 
Manufacturers  aren't  feeling  much  better.  Says  David  H. 
Hoag,  chief  executive  of  LTV  Corp.:  "People  are  just  afraid  to 
fork  over  the  dough.  They've  convinced  themselves  that  the 
economy  isn't  any  good." 

FATEFUL  DECISION.  Ironically,  the  economy  is  being  hobbled 
because  consumers  and  businesses  are  finally  heeding  advice 
that  they  work  down  the  mountain  of  debt  they  acquired  in 
the  go-go  1980s.  Companies  knocked  about  $6  billion  off  of 
their  interest  payments  in  the  first  half  of  this  year.  And 
households  have  cut  consumer  debt  by  about  10%  in  the  past 
year.  In  the  long  run,  this  reliquification  will  help  enormously. 
But  in  the  short  term,  it  suppresses  both  consumer  demand 
and  business  spending. 

All  this  helps  explain  why  the  most  nervous  man  in  this 
jittery  nation  is  the  occupant  of  1600  Pennsylvania  Ave.  Faced 
with  a  rising  clamor  for  some  policy  action  to  kick  the  econo- 
my into  a  higher  gear,  George  Bush  has  made  a  fateful 
decision  to  sit  tight  until  next  year.  If  Administration  econo- 
mists are  right,  growth  will  accelerate  in  the  next  couple  of 
months  and  the  outlook  will  be  much  brighter  come  spring. 


But  if  they  turn  out  to  be  over-optimistic,  the  economy  will  l 
in  serious  trouble.  And  Bush  will  face  a  struggle  for  politic 
survival,  not  the  walkover  reelection  campaign  he  expected 
Trouble  is,  Bush's  actions  so  far  may  have  needlessly  cor 
plicated  prospects  for  both  his  campaign  and  for  the  econom 
Once  he  recognized  the  recovery  was  going  nowhere,  tl 
President  reacted  quite  uncharacteristically.  He  got  rattk 
and,  in  back-to-back  blunders,  sent  shock  waves  through  tl 
financial  markets.  First,  he  sent  bonds  tumbling  by  fueliii 
talk  of  a  quick-fix  tax  cut.  No  sooner  had  investors  calmt 
down  than  Bush  threw  a  scare  into  the  stock  market  1: 
hectoring  banks  to  cut  their  cred't-card  rates.  Far  worse.  Sen 
tor  Alfonse  .M.  D'Amato  (R-N.  Y.)  took  Bush  at  his  word  ar 
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^  I'm  just  going  to  stay  the  course  and  try  to 
get  programs  enacted  that  have  been 

stymied  by  the  Congress  It's  not  like  we're 

^  dealing  with  a  totally  bad  economy' 


FISCAL  STIMULUS  IS  LIKELY  TO  BE  MODEST  THIS  TIME 

Budget  deficit  qs^p^rcent  of  QNP^  not  counting  Treasury  payments  to  the  Federal  Deposit  Insurance  Corpij 
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ished  a  bill  capping  credit  card  rates  through  the  Senate. 
Perhaps  worst  of  all,  Bush  vacillated.  One  day,  he'd  sympa- 
lize  with  victims  of  the  recession  and  announce  that  "all  is 
)t  well"  with  the  economy.  On  others,  he'd  cite  statistics 
lowing  that  the  recovery  is  on  track.  "I'm  just  going  to  stay 
le  course  and  try  to  get  programs  enacted  that  have  been 
ymied  by  the  Congress,"  Bush  said  on  Nov.  18.  "It's  not  like 
e're  dealing  with  a  totally  bad  economy." 
FALLING.  Main  Street  is  not  buying  it.  "We  have  suppliers, 
)mpetitors,  and  friends  in  business  who  haven't  felt  good 
30ut  the  world  for  a  full  year,"  says  Bernard  Marcus,  chair- 
an  of  Atlanta's  Home  Depot  Inc.  "But  the  President  says 
lere  is  no  problem.  Who's  he  kidding?"  Adds  University  of 


Massachusetts  professor  Ralph  Whitehead:  "His  approach  to 
the  economy  is  an  exact  replica  of  the  Democratic  approach  to 
the  Persian  Gulf:  'Let's  give  it  time,  and  it  will  all  work  out.'  " 

Time  is  just  what  Bush  wants.  He  won't  begin  talking  about 
a  recovery  strategy  until  Congress  leaves  town.  And  what 
finally  appears  in  his  January  State  of  the  Union  address  will 
have  a  familiar  ring:  Cut  capital-gains  taxes,  expand  individual 
retirement  accounts,  provide  some  tax  relief  for  the  middle 
class,  and  offer  a  few  incentives  for  business  investment.  The 
only  new  twist  may  be  a  modest  health-insurance  plan. 

Supply  siders  are  livid  at  Bush's  refusal  to  push  broad  new 
tax  cuts  to  get  the  economy  moving  now.  But  most  main- 
stream economists  agree  that  standing  pat  is  the  best  course. 


'ER  STORY 
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no  matter  how  fainthearted  it  may  appear.  They  fear  that  a 
big  antirecession  program  would  spook  credit  markets,  driving 
up  rates.  "Doing  nothing  is  probably  the  best  thing,"  says 
Laurence  Meyer  &  Associates  economist  Joel  Prakken. 

Many  executives  fear  that  a  quick  fix  is  worse  than  useless. 
"I  already  see  the  next  recession  in  the  making,"  says  Reyn- 
olds Metals  Chairman  William  0.  Bourke.  "The  pump  will  be 
primed  too  much.  A  boom  will  be  followed  by  a  bust  faster 
than  the  u]>and-down  of  a  toilet  seat  at  a  gas  station." 

Economists  and  many  executives  would  prefer  to  see  Bush 
focus  on  long-term  economic  problems,  such  as  education, 
health  care,  infrastructure,  and  lowering  the  cost  of  capital. 
"All  these  are  sound  in- 
vestments," says  Bay- 
Banks  Chairman  William 
M.  Crozier  Jr.  "If  the  Ad- 
ministration had  a  pro- 
gram for  the  future,  fi- 
nancing it  wouldn't  be  a 
problem." 

That's  easy  for  him  to 
say.  But  the  political  sys- 
tem faces  severe  difficulty 
in  finding  new  money  for 
even  the  worthiest  of  pro- 
grams. In  past  business  cy- 
cles, Washington  has  used 
tax  cuts  and  increased 
spending  to  pump  money 
into  the  economy  and 
speed  recovery.  But  in  ear- 
lier recessions,  the  deficit 
was  small  until  the  econo- 
my tanked.  This  time 
around,  the  red  ink  was 
running  at  37'  of  gross  na- 
tional product  before  the  slump  began  (chart,  page  29).  That 
sharply  limited  government's  ability  to  use  fiscal  policy  to 
juice  up  the  economy.  Even  worse,  so  much  of  federal  spend- 
ing— more  than  $100  billion  this  year  for  bailing  out  financial 
institutions  and  nearly  $200  billion  for  interest  on  the  debt — 
does  little  to  stimulate  the  economy. 

TRAPS.  So  Bush  is  in  a  box.  Bond  traders,  ever  fearful  of 
inflation,  won't  stand  for  anything  that  widens  the  deficit. 
Bush  refuses  to  raise  tax  rates.  Congress  won't  cut  spending. 
The  benefits  from  defense  cuts  are  years  away.  And  in  any 
case,  notes  Prakken,  "there  is  no  such  thing  as  a  deficit- 
neutral  countercyclical  fiscal  policy."  That's  not  the  only  trap. 
Consumer  spending  may  be  the  ticket  to  a  strong  recovery. 
But  most  economists  say  the  long-term  health  of  the  economy 
depends  on  savings  and  investment,  not  consumption  (pages 
34-35).  For  a  decade,  politi- 
cians have  decried  low  sav- 
ings rates.  Now,  they  want 
consumers  to  spend.  Bush 
has  practically  begged 
them  to  hit  the  malls  and 
get  "cash  registers  ringing 
at  Christmastime."  But  the 
pols  can't  have  it  both 
ways.  "If  you  want  to  re- 
duce debt,"  says  American 
Enterprise  Institute  econo- 
mist John  Makin,  "spend- 
ing has  to  drop  radically 
relative  to  income.  You  get 
a  very  precipitous  drop  in 
demand." 


Even  bashing  banks  over  high  interest  rates  is  a  two-edgci 
sword.  Bush  knows  that  it's  critical  for  the  financial  institu 
tions  to  get  money  into  the  economy.  But  he  fears  that  drivin) 
down  rates  will  only  wreck  scores  of  already  fragile  banki 
Bush  must  feel  a  bit  like  one  of  Nintendo's  Super  Marl 
Brothers:  Everywhere  he  turns,  there's  another  obstacl 
"What's  desirable  in  the  short  run  is  undesirable  in  the  Ion"" 
run,"  says  Urban  Institute  economist  Rudolph  G.  Penner. 


I 


GREENSPAN  IS  WORRIED  THAT  OVEREASING  WOUID  ACTUALLY  DRIVE  RATES  UP 


markets  may 
drive  rates  up. 
HANDS  OFF.  That's  wh 
Bush  has  little  choice  bi 
to  hunker  down  and  wa 
for  the  numbers  to  ir 
prove.  And  in  the  mea; 
time.  Democrats  are  gle 
fully  comparing  him  1 
Herbert  Hoover.  Righ 
wingers  are  threatening 
challenge  in  GOP  primarie 
A  new  BUSINESS  WEEK 
Harris  Poll  (page  3 
shows  that  people  are  e 
ger  for  a  policy  that  cr 
ates  new  jobs,  althoug 
they  aren't  enthralled  wil 
any  of  the  politician 
ideas.  Even  the  backers 
a  go-slow  course  see  risk 
"The  substance  ove 
whelmingly  favors  the  do-nothing  course,"  says  Penner,  "bi 
it's  really  terrible  politics." 

Bush's  political  foes  aren't  the  only  ones  questioning  t\ 
hands-off  approach.  Many  corporate  executives  will  keep  d 
manding  that  Bush  act  boldly  next  year.  Arthur  Carr,  CEO  ( 
Bytex  Corp.,  a  communications-equipment  manufacturer 
hard-hit  Massachusetts,  favors  a  quick  payroll-tax  cut  and  £ 
emergency  jobs  program:  "I  don't  think  we've  had  a  recessic 
where  there  has  been  so  little  money  available." 

In  a  few  weeks.  Bush  will  launch  a  public-relations  car 
paign.  He'll  talk  up  the  economy,  blast  obstructionist  H 
Democrats,  and  promote  the  long-term  growth  package  I 
promises  for  January.  But  in  his  heart.  Bush's  fondest  hope 
that  the  economy  will  get  moving  on  its  own,  snuffing  oi 
pressure  for  expensive  new  domestic  programs  and  silencir 

his  political  opposition 


Mindful  of  the  bind  he's  in.  Bush  has  been  urging  FederijJ 
Reserve  Chairman  Alan  Greenspan  to  open  the  money  tap|j 
and  the  Fed  has  responded  with  several  cuts  in  short-ter 
rates  (charts).  But  long-term  rates  have  remained  high,  ad 

Greenspan  fears  that  if  tl 
Fed  loosens  too  mucl 
actual! 
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THOUGH  THE  FED  KEEPS  ...THE  ECOHOMY  SEEMS 
PUSHIHG  RATES  DOWH...    TO  BE  lOSIHG  STEAM 


INDEX  OF  INDUSTRIAL 
PRODUatON 


PERCENT  CHANCE 
FROM  PREVIOUS  ~ 
MONTH 


A 

most  to  a  person,  blue-ch 
economists  think  Geor^ 
Bush  will  win  his  gambl 
But  economic  sages  ha\ 
misjudged  this  econon 
before.  If  they're  wror 
again,  not  just  the  man 
1600  Pennsylvania  Av 
but  all  Americans  cou 
pay  a  fearsome  price. 

By  Howard  Gleckman  at 
Douglas  Harbrecht 
Washington,  with  Chui 
Hawkins  in  Atlanta,  Micha 
Schroeder  in  Pittsburgh,  ai 
bureau  reports 
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UNUNU  SPEAKS:  BUSINESS 
S  PARTLY  TO  BLAME 


3rporate  leaders  are  giving  'self-conflicting'  advice,  he  says 


rTTTTTI 


Disarray  in  Admijiistra 
tion    economic  policy? 
I    <r\     What  disarray?  Despite 
H  several  dizzying  weeks  of 

1  White  House  zigzags,  Chief 

^  of  Staff  John  H.  Sununu 
says  that  business — not  the 
President's  beleaguered 
momic  team — is  partly  to  blame  for 
tfusion  about  the  right  response  to 
?  saggi^ig  recovery.  In  a  spirited  Nov. 
interview  with  Washington  Bureau 
ief  Lee  Walczak  and  White  House 
rrespondent  Douglas  Harbrecht, 
nunu  complained  that  Bush  has  re- 
ved  conflicting  policy  advice  from 
yorate  leaders  He  blasted  cojigres- 
mal  Democrats  for  sabotaging 
Sfi's  economic  strategy  and  exploit- 
1  the  7-ecession.  He  also  insisted  that 
;  President  will  stand  by 
:  decision  to  hold  off  on  a 
m.ulus  package  until  1992. 

President  Bush  seemed  to 
>toe  up  to  an  anti-reces- 
n  tax  cut,  only  to  tiptoe 
?k  again.  What  happened? 

We  never  tiptoed  toward  it, 
;ause  we  saw  immediately 
!  reaction  of  the  markets, 
lat  we  were  looking  at  was 
overall  growth  package 
sed  on  what  the  President 
i  already  proposed. . . .  You 
not  get  legislation  passed 
rely  by  saying  you  want 
.  .  .  And  it  became  clear 
it  the  Senate  Democratic 
dership  did  not  want  a 
)wth  package  passed. 

What  about  the  confusion 
?r  capping  credit-card  in- 
■est?  First  the  President 
ged  such  a  move,  then  he 
posed  legislation  that  would  do  what 
wanted  

There  is  a  very  important  difference 
tween  the  President  saying  we  should 
ve  a  market  response  to  a  reduction  in 
erest  rates  and  having  someone  fool- 
ily  file  a  piece  of  legislation.  That  con- 
■ains  the  markets.  The  President  jaw- 
nes  the  Fed  at  times.  Nobody  passes  a 
V  that  says  interest  rates  should  be 
eh  and  such. 


Q  So  there  is  no  Administration  disar- 
ray over  economic  policy? 

A  The  internal  advice  has  been  fairly 
consistent.  Where  [Bush]  gets  conflict- 
ing inputs  is  when  he  goes  and  talks  to 
businessmen  in  different  parts  of  the 
country.  He  talks  to  large  business  vs. 
small  business,  and  the  advice  quite  of- 
ten has  self-conflicting  components. 
. . .  Here's  what  the  problem  is:  We  have 
to  do  a  much  better  job  of  communica- 
ting. . . .  We  had  a  similar  problem  one 
year  ago  when  people  were  saying  that 
the  President  has  to  tell  the  American 
people  why  he  wants  to  send  troops  to 
Saudi  Arabia.  .  .  .  Since  the  economy 
[softened]  in  August,  you've  seen  in  Sep- 
tember and  October  a  steady  drumbeat 
of  the  message  of  what  has  to  be  done. 


SUNUNU:  THE  DEMOCRATS  SEEM  "TO  BE  ENJOYING"  THE  RECESSION 


tried  to  deal  with  the  things  that  we 
could  handle.  And  you  have  seen  us 
propose  fast-track  negotiating  author- 
ity [for  the  U.  S. -Mexico  Free-Trade 
Agreement],  banking  reform  legislation, 
the  capital-gains  tax  cut,  the  R&D 
tax  credit,  and  the  family  savings 
package  of  individual  retirement 
accounts. 

Q  Can  the  President  just  repackage 
these  initiatives  in  his  January  State 
of  the  Union  message  and  call  that  a 
new  growth  strategy? 

A  That  serves  as  the  kernel  of  what  has 
to  be  done  to  get  this  country  moving. 
But  to  say  that  we  need  a  totally  new 
package  just  because  Congress  won't 
pass  these  things  is  wrong.  We  need  to 
create  a  national  climate  where  Con- 
gress feels  it's  imperative  to  pass  a 
growth  package. . . .  What  would  have 
been  worse  would  have  been  to  have  a 
[Bush]  package  proposed  and  have  it 
fail — that  would  have  been  a  confidence- 
buster. 

neiv  BUSINESS  WEEK  poll  finds 
that  most  Americans  do  not  agree  with 
the  President's  call  for  a  capital-gams 
tax  cut.  And  business  reac- 
tion seems  to  be  mixed.  Why 
not  go  back  to  the  drawing 
board? 


A  Big  business  is  not  enthusi- 
astic about  capital  gains.  If 
that's  not  what  they  want  as 
incentives  for  investment, 
they  ought  to  make  alterna- 
tive proposals.  And  when  you 
ask  them  about  it,  you  don't 
get  very  much  except  a  nar- 
row industry-by-industry  re- 
sponse— like  a  credit  for  ma- 
chine tools.  Capital  gains 
is  business'  second  choice. 
The  first  is  usually  a  narrow 
credit. 

^  At  tiynes,  it  seems  as 
though  Housing  Secretary 
Jack  F.  Kemp  is  carrying  on 
a  riinning  debate  with  Presi- 
dent Bush  's  team  of  econo  m- 
ic advisers.  Who's  in  charge 
here? 


It  takes  time  [to  sink  in].  Last  time,  we 
only  had  to  convince  the  rest  of  the 
world.  This  time,  we  have  to  convince  a 
Democratic  Congress  that  frankly  ap- 
pears to  be  enjoying  the  fact  that  the 
country  is  in  a  slowdown. 

Q  Wliat  do  you  say  to  executives  wlio 
say  they're  disturbed  by  your  apparent 
indecision  on  the  economy? 

A I  think  they're  mistaken.  We  have 


A  Jack  Kemp  is  not  an  economic  spokes- 
man for  the  Administration. 

Q  Has  George  Bush  just  bet  his  politi- 
cal future  on  a  fateful  decision  to  for- 
go economic  stimulus  now? 

A  It's  not  a  riverboat  gamble.  If  you 
talk  to  100  economists,  virtually  all  of 
them  would  say  this  is  the  best  thing  for 
the  economy. 


;r  story 
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PRESCRIPTIONS  FOR  A  SICK  ECONOMY 


11 


There's  bad  news  and  good  news  for  George  Bush  in  a 
new  BUSINESS  WEEK  poll.  Americans  are  opposed  to  a 
cut  in  capital-gains  taxes.  And  by  57%  to  39%,  they 
want  the  government  to  stress  job  creation,  not  inflation 
control.  AntitQx  sentiment  runs  high,  with  the  public  turn- 
ing thumbs  down  on  broad-based  tax  increases. 


AAAAAA 


But  Bush  can' take  heart  in  a  few  findings:  His  go-slow 
strategy  seems  to  be  in  tune  with  the  feelings  of  many 
Americans,  who  don't  wont  the  government  to  take  any 
of  several  recently  proposed  moves  to  jump-start  growth. 
They  also  reject  Democratic  colls  for  a  government-busi- 
ness partnership  to  aid  U.  S.  competitiveness. 


JOBS  ARE  THE  THING 

■  Economists  believe  that  creating  new  jobs  often  leads  to  high  in- 
flation. If  you  had  to  choose,  would  you  soy  the  federal  govern- 
ment should  work  harder  to  create  more  jobs  or  to  keep  inflation 
under  control? 

Create  more  jobs   57% 

Keep  inflation  under  control   39% 

Not  sure   4% 

LOWER  TAXES  OR  A  LOWER  DEFICIT? 

■  The  federal  deficit  has  now  risen  to  nearly  S300  billion  a  year, 
which  some  argue  can  hurt  the  economy.  But  some  economists 
also  believe  that  only  a  tax  cut  for  middle-income  families  will 
speed  economic  growth.  If  you  had  to  choose,  which  would  you 
favor  the  federal  government  doing — cutting  taxes  for  middle-in- 
come families  or  cutting  the  federal  deficit? 

Cutting  taxes  for  middle-income  families   49% 

Cutting  the  federal  deficit  48% 

Not  sure   3% 

A  CAPITAL-GAINS  CUT?  THUMBS  DOWN 

■  President  Bush  wants  to  cut  taxes  on  capital  gains.  Some  argue 
that  a  cut  in  the  capital-gains  tax  would  spur  economic  growth. 
Others  say  such  a  tax  cut  only  helps  business  and  the  wealthy.  Do 
you  favor  or  oppose  a  capital-gains  tax  cut? 

Favor   37% 

Oppose  54% 

Not  sure   9% 

NAY  AGAIN 

■  Would  you  favor  or  oppose  a  cut  in  the  capital-gains  tax  if  it 
means  raising  other  income  taxes  to  offset  losses  in  revenue  for 
the  federal  government? 

Favor   21% 

Oppose  71% 

Not  sure   8% 

WHAT  WOULD  YOU  DO? 

■  In  order  to  spur  economic  growth,  do  think  the  federal  govern- 
ment should: 

Should    Should  not    Not  sure 

Grant  tax  credits  for  a  wide  variety  of 


investments  by  business? 
Let  companies  deduct  the  costs  of  their 
plants  and  equipment  more  quickly? 
Increase  government  spending  to  help 
businesses  develop  new  technologies, 
such  OS  computer  chips? 


45% 


43% 


42% 


49% 


48% 


56% 


6% 


9% 


2% 


Should 

Grant  a  tax  credit  only  for  research- 
and-development  investments?  38% 
Reduce  the  income  tax  that  corpora- 
tions pay?  24% 


Should  not    Not  sure 


56% 


73% 


6% 


3% 


WORST-CASE  SCENARIOS 

■  If  there  were  no  other  way  to  cut  the  deficit  while  maintaining 
spending  on  programs  such  as  Social  Security,  would  you  be  will 
ing  to  see: 


Willing 


An  increase  in  federal  income  tax 
rotes  for  married  couples  with  annu- 
al incomes  of  $125,000  or  more? 
An  increase  in  taxes  on  alcohol,  to- 
bacco, and  luxury  items? 
An  increase  in  the  tax  on  imported 
oil? 

A  national  sales  tax? 
An  increase  in  everyone's  federal  in- 
come taxes? 

An  increase  in  the  gasoline  tax? 


74% 

73% 

52% 
38% 

33% 
32% 


Not 

willing 


25% 

26% 

45% 
60% 

65% 
68% 


Not 

sure 


1% 

1% 

3% 
2% 

2% 
0% 


A  CLAMOR  FOR  NATIONAL  HEALTH  INSURANCE 

■  Would  you  favor  or  oppose  a  national  health  insurance  plan  that 
would  pay  most  health  care  costs  and  that  would  still  allow  people 
to  pick  their  own  doctor  and  hospital,  if  it  requires  a  5%  payroll 
tax,  with  4%  paid  by  employers  and  1  °o  paid  by  employees? 

Favor   81% 

Oppose  18% 

Not  sure   1% 


FiE  ON  INDUSTRIAL  POLICY 

■  Other  countries  take  a  more  active  role  In  promoting  industry 
and  making  their  businesses  more  competitive  abroad.  Would 
you  like  to  see  the  federal  government  take  a  more  active  role  in 
helping  specific  industries  or  should  it  leave  it  to  the  free  inorket? 

Take  a  more  active  role   34% 

Leave  to  free  market   61% 

Neither   2% 

Not  sure   3% 


Edited  by  Mork  N.  Vamos  and  Judith  H.  Dobrzynski 


Survey  of  1 ,258  adults  conducted  Nov.  1 2- 1 8,  1 99 1 ,  for  BUSINESS 
WEEK  by  Louis  Harris  &  Associates  Inc.  Results  should  be  accurate 
to  within  3  percentage  points. 
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HE  STREET'S  FEAR:  'THE  CRAZY 
KINGS  CONGRESS  MIGHT  DO' 


;  spooked  by  the  ill-fated  credit-card  cap — and  a  weakened  Bush 


m 


For  most  of  1991,  the  stock 
market    has    racked  up 

L® mighty  snappy  gains,  based 
on  several  key  assumptions: 
falling  interest  rates,  a  re- 
covery in  the  economy,  and 
the  1992  reelection  of 
George  Bush.  Only  a  month 
,  the  Dow  Jones  industrial  average 
an  all-time  high  of  3077  and,  until 
!ntly,  was  poised  to  raise  the  ceiling 
w.  All  of  a  sudden,  those  assump- 
s  don't  look  quite  as  solid  to 
II  Street.  The  President's 
ling  support  in  public-opin- 
polls,  his  Hooveresque  as- 
tion  that  the  economy's 
and  a  feistier  Democratic 
gress  all  are  raising  inves- 
anxiety. 

^all  Street  hasn't  abandoned 
beliefs  on  which  the  current 

market  is  built.  But  the 
tidence  in  its  assumptions 

dropped.  On  Nov.  15,  the 

V  suddenly  fell  victim  to  one 
:hose  infrequent  but  fright- 
ig  triple-digit  drubbings, 
pping  120  points  in  all,  half 
that  in  the  last  hour.  The 
ige  raised  the  specter  of  the 
rific  sell-offs  of  October, 
I  and  October,  1989.  The 

V  made  a  modest  comeback 
next  trading  day,  Nov.  18, 
lost  it  and  then  some  on  the 
1.  By  Nov.  20,  the  market 

steadied  a  bit,  with  the 

V  at  2930. 

ID  HOWLS.  While  many  in- 
tors  had  been  anticipating  a 
back,  the  speed  and  severity 
he  correction  were  shocking, 
ny  blamed  Washington,  and  especial- 
;he  U.  S.  Senate,  which  passed  a  bill 
t  would  cap  interest  rates  on  credit 
h.  Wall  Streeters  howled,  and  bank 
;ks  collapsed — taking  the  broad  list 
stocks  down  with  them.  Credit  cards 
one  of  the  few  businesses  the  ailing 
ks  can  count  on  for  profits.  They're 
sly  needed  to  rebuild  bank  capital, 
at's  more,  in  Wall  Street's  view,  the 
islation  was  a  purely  political  ploy 
t  would  not  spur  consumer  spend- 
— and  that  might  well  hurt  it,  by  cut- 
l  off  credit  to  millions, 
t's  little  consolation  to  know  that  the 
isure  is  probably  dead.  "That  bill 


whipped  through  the  Senate  in  one  day," 
notes  George  W.  Jacobsen  Jr.,  chief  in- 
vestment officer  of  Trevor  Stewart  Bur- 
ton &  Jacobsen  Inc.  "You  have  to  be 
concerned  about  what  other  crazy  things 
the  Congress  might  do." 

Wall  Street  has  also  railed  at  Presi- 
dent Bush's  seeming  indifference  to  the 
market's  fall.  Investors  don't  necessarily 
want  any  additional  government  action, 
but  they  abhor  a  leadership  vacuum. 
"Bush  is  woefully  out  of  touch,  and  no 


households'  debt  structure,  they  would 
probably  use  it  to  pay  down  debt,  not  for 
new  spending."  And  an  investment  tax 
credit  for  corporations,  he  adds,  would 
take  another  year  to  have  any  impact.  . 
DOUBLE  JOLT?  Some  investors  fear  that 
new  sijending  programs  could  stimulate 
the  economy  at  the  same  time  that  the 
Federal  Reserve's  aggressive  easing  of 
monetary  policy,  which  has  brought 
short-term  interest  rates  to  the  lowest 
level  in  nearly  two  decades,  starts  to 
have  an  impact.  "There's  always  a  lag 
between  cuts  in  interest  rates  and  the 
time  they  help  the  economy,"  says  Mi- 
chael Schonberg,  managing  director  of 
UBS  Asset  Management.  Indeed,  piling 
fiscal  stimulus  atop  the  monetary  stimu- 
lus could  reignite  inflation — and  send  in- 
terest rates  higher. 

In  fact,  some  argue  that  no  fiscal  help 
is  needed,  because  profit  prospects  are 
improving.  While  many  investors  look 


THE  STOCK  MARKET  TAKES  A  DIVE... 


DOW  JONES  INDUSTRIALS 


...BUT  COMPARED  TO  BONDS, 
IT'S  STILL  ATTRACTIVE 


YIELD  SPREAD 

Amount  by  which  the  yield 
on  1 0-year  Treosury  notes 
exceeds  the  overage  yield 


^    of  the 


S  &  P  500-stock  index 


JUNE? 
A  PERCENTAGE  POINTS 


DATA;  BSIOGE  IHfOliMAIION  SYSHMS  INC,  DRI/«cCli*W  HIU 


one  has  faith  that  anyone  in  Washington 
knows  what  he's  doing,"  says  James  F. 
Barksdale  of  Equity  Investment  Corp.  in 
Atlanta. 

Investors'  greatest  worry  on  the  politi- 
cal front?  That  Bush's  reelection  may 
now  be  in  peril.  "People  think  of  a  Dem- 
ocratic Administration,  and  they  remem- 
ber the  high  inflation  and  high  interest 
rates  of  the  Carter  years,"  says  William 
LeFevre,  market  analyst  for  Tucker  An- 
thony Inc.  "What  could  they  possibly  do 
that's  going  to  help  the  economy?"  asks 
John  Snyder,  who  runs  the  John  Han- 
cock Sovereign  Investors  Fund.  A  tax 
cut  for  middle-class  taxpayers?  "Given 


back  to  the  disappointment.  :i.  ilir  third 
quarter's  earnings  reports,  the  picture 
ahead  looks  better.  Over  the  past  month, 
32%  of  the  revisions  of  analysts'  1992 
earnings  estimates  were  positive,  vs. 
just  277<  the  month  before,  according  to 
Zacks  Investment  Research.  Even  the 
fourth  quarter  doesn't  look  so  bad. 
Analysts  are  now  looking  for  a  13%-to- 
14%'  gain  in  profits  over  1990.  A  month 
ago,  they  were  predicting  a  gain  of 
around  11%-. 

Although  investors  blame  Washington 
for  the  latest  round  of  woes,  there  was  a 
strong  case  to  be  made  for  a  correction 
on  purely  technical  grounds.  The  13- 


story 
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month-old  bull  market  has  yet  to  have 
the  classic  10'^-to-15'<  pullback  that's 
part  of  Wall  Street's  ebb  and  flow.  Even 
after  the  sell-off.  the  Dow  had  dropped 
only  4.S''f  from  its  high.  For  the  year, 
the  Dow  is  up  ll.o''^ — and  up  23.9^c  fi'om 
the  1990  bear-market  bottom. 

The  broader  indexes  have  been  even 
stronger.  The  Standard  &  Poor's  50<> 
stock  index  is  up  14.6''^.  and  up 


from  its  cyclical  trough.  The  N".\SDAQ 
Over-the-Counter  Composite  has  climbed 
even  higher — up  40.7^f  in  1991  and  up 
61.T'~'f  since  the  1990  bonom.  Included  in 
the  ore  market  are  most  of  the  biotech- 
nology" stocks.  On  average,  they  were  up 
for  the  year  before  the  correction 
set  in.  So  far.  the  biotechs  have  fallen 
just  T.T^f. 

For  the  coming  several  weeks,  the 


market's  shoi-t-terr:_  -  -  -v  v-.l 
be  crimped  by  money  vuixwagcn  v.  \v 
sell  into  rallies  to  lock  up  some  gai 
before  yeai-end.  But  such  selling  do 
have  a  salutary  effect.  It  allows  inv( 
tors  to  rebuild  the  cash  resen"es  th 
have  been  di-ained  by  the  bming  spr 
and  by  the  record  number  of  initial  pu 
lie  and  secondary'  equity  offeiings. 
Opportunistic  money  managers  a 


Commentary  by  Christopher  Farrell 

THE  ECONOMY  IS  STARVING:  SPOON-FEED  IT  INVESTMENT 


Xegation.  Restrictioa,  In- 
activity— these  are  the 
Government's  icatch- 
rords.  .  .  .  But  v:e  are 
not  tottering  to  our 
graves.  ..  ^Th ere  is  no 
'■eason  why  ice  should 
not  feel  ourselves  free  to 
ot  oota.  :o  be  open,  to  experiment,  to 
take  action,  to  try  the  possibilities  of 
things. 

John  Maynard  Keynes,  E^ays  in 
Persuasion.  1931 

KejTies  got  it  right.  And  this  time 
around,  only  a  ngorous  fiscal  policy 
can  get  the  economy  mo\ing.  The  key. 
as  Ke\Ties  stressed  60  years  ago.  is 
stimulating  businesses  to  boost  spend- 
ing on  new  investment. 

It's  investment  spending  that  lifts 
productivity.  Workers,  seeing  their  em- 
ployei-s  investing  in  the  future,  worrx* 
less  about  being  laid  off.  Consumer 
spending  picks  up.  Real  wages  rise,  as 
does  everyone's  standard  of  li\Tng. 
And  so  on.  in  an  ever-widening  growth 
spiral.  "An  investment-ied  recovery  ad- 
dresses not  only  the  short-term  need  to 
speed  up  the  recovery:  it  also  deals 
with  fundamental  long-term  problems 
such  as  weak  productivi- 
ty' growth  and  loss  of 
U.  S.  competitiveness," 
says  LawTence  Chimer- 
ine.  senior  ad\iser  to  DRI '  ^^^"(7^ 
McGniw-HilL 

NEEDED  WORK.  Ob\iously.  moves  tu  — - 
crease  investment  spending  right  now 
risk  an  even  more  mammoth  federal 
deficit.  But  the  price  of  fiscal  stimulus 
is  less  than  the  cost  of  fiscal  impo- 
tence. Real  gTov%-ih  in  gross  national 
product  has  averaged  a  mere  0.5^^  for 
the  past  two  and  a  half  years.  More 
worrisome  is  the  cumulative,  harmful 
effect  of  too  little  investment  on  future 
economic  growth.  Real  business  invest- 
m.ent  in  the  U.  S.  in  the  1980s  grew  at 
an  average  annual  rate  of  3.3^,  vs. 


S.o^(  in  Japan.  And  public  spending  on 
infrastructure  fell  from  2.'^<  of  GNP 
two  decades  ago  to  1.3^^  in  the  1980s. 

Back  in  the  eaiiy  1930s,  orthodox 
economic  thinkers  beUeved  if  President 
Herbert  Hoover  sat  tight  and  waited, 
the  economy's  natural  forces  would 
bring  about  recovery.  Treasury"  Secre- 
tary Andrew  W.  Mellon,  for  one,  was  a 
"passionate  advocate  of  inaction."  in 
economist  John  K.  Galbraith's  \iew. 


L 


The  experts  agreed  that  all  govern- 
ment had  to  do  to  restore  business  con- 
fidence was  balance  the  budget.  But 
that  bleak  decade  showed  how  an  econ- 
omy can  craw  l  along  for  years,  trapped 
in  high  joblessness  and  low  growth. 

\Miat  can  Washington  do  now?  For 
starters,  the  federal  government 
should  restore  an  investment  tax  cred- 
it. Chimerine  proposes  a  hefty  2ffc  to 
25^^  credit  on  new  investment.  To  limit 
the  Treasur\-'s  loss  of  revenue  while 


encom-aging  new-  investment,  the  c-red 
it  would  be  allowed  only  for  increme: 
tal  investments  in  productiviiy-enhanc 
ing  equipment  above  a  company' 
recent  investment-spending  pattern. 

The  government  could  also  embarl 
on  an  ambitious  public-investment  pro; 
ect.  The  work  needs  to  be  done  any 
way:  Roads,  harbors,  sewage  systems 
communication  links,  and  other  eco 
nomic  building  blocks  are  crumbling 
And  these  public  investments  can  bo' 
ster  private  returns  by  easing  the  dis 
tribution  of  goods  and  ser\ices.  U.  S 
productivity  growth  fell  from  an  avei  2ii 
age  annual  rate  oWP^ 
2.8*^^  between  195: 
and  1969.  to  1.4%  ^i! 
year  between  197i  3ii 
and  1987.  Almost  60^  3 
of  that  drop  can  be  tie<  ■  j 
to  lower  pubHc  investment 
estimates  David  A.  As 
chauer,  an  economist  a 
Bates  College. 

INFLATION  UD.  But.  vou  ask 

vshat  aoout  the  yawning  fed  :3 
eral-budget  gap?  That  might  b 
narrowed  some  by  earmark  ■ 
ing  the  multiy  ear  "peace  div 
idend"  to  pay  for  nonnculitar 
iblic  investment.  And  rev 
losses  from  the  investmen 
tax  credit  should  be  minimal,  too,  a 
higher  equipment  spending  restore 
confidence  and  incomes,  and  eventual!; 
yields  higher  tax  receipts.  And  wha 
about  inflation?  Consumer  prices  an  j 
up  a  mere  2.8%  over  the  past 
months  even  as  the  budget  defici 
soars.  Fierce  global  competition  fo: 
market  share  and  widespread  corpc 
rate  makeovers  have  been  keeping 
tight  hd  on  inflationary  pressures. 

Every  policy  initiative  entails  risks 
But  bringing  back  the  investment-ori 
enied  economics  of  John  Maynan 
Key"nes  offers  policymakers  a  solutioi 
to  a  short-term  problem  with  long-tern 
benefits  to  U.  S.  competitiveness. 


COVER  S' 


ikinf^  the  most  of  the  decline.  Schon- 
rg  of  UBS,  who  thinks  the  economy 
II  grow  at  a  peppy  4%  rate  next  year, 
3  been  buying  such  cyclical  stocks  as 
coa,  Digital  Equipment,  and  lisx, 
lich  have  been  hit  hard  of  late.  Trevor 
!wart's  Jacobsen,  on  the  other  hand,  is 
rgain-hunting  for  food,  tobacco,  bever- 
e,  and  consumer-products  growth 
icks.  Warren  Shaw,  who  oversees  $(> 
lion  in  e(iuity  investments  at  Ciuuicel- 
Capital  Management  Inc.,  says  he 


will  also  buy  growth  st()(;ks  if  the  mar- 
ket drops  to  the  mid-z!S()()s. 

That  should  be  the  bottom  of  any  cor- 
rection— the  point  from  which  the  Dow 
has  bounced  back  several  times  before. 
But  that,  too,  is  predicated  on  interest 
rates'  staying  low,  or  going  even  lower. 
Returns  on  U.  S.  Treasury  bills,  money- 
market  funds,  and  certificates  of  deposit 
are  so  low  that  the  relatively  paltry  3.17' 
yield  on  the  S&P  500  doesn't  look  so  bad. 
And  next  to  longer-term  investments 


such  as  10-year  U.  S.  Treasury  bonds, 
the  yield  gap  is  the  narrowest  it  has 
been  in  months  (charts,  page  33). 

That  bodes  well  for  stocks.  And  given 
the  forces  already  at  work  in  the  econo- 
my, many  market-watchers  think  rates 
and  inflation  will  remain  friendly  to  eq- 
uity investors.  And,  yes,  they  even  think 
the  economy  will  eventually  come 
along — unless  Congress  or  the  President 
steps  in  and  tries  to  "help." 

/?/y  Jcjfrcii  M.  Laderman  in  New  York 


Commentary/by  Michael  J.  Mandel 

THE  ECONOMY  IS  GAINING  STRENGTH:  LET  IT  BE 


mm 


Is  it  time  for  government 
to  push  the  panic  button 

\-r^  and  give  the  economy  a 
C£/  jolt  of  fiscal  stimulus? 
Not  yet.  The  odds  that 
the  U.  S.  will  slip  back  into 
recession  are  low:  Falling 
interest  rates,  lower  infla- 
on,  and  rising  exports  should  keep 
16  recovery  going.  What's  more,  the 
.  S.  is  making  the  long-awaited  switch 
•cm  a  consumer-oriented  economy  to 
le  driven  by  investment  and  exports, 
liat  change,  crucial  for  U.  S.  competi- 
veness,  could  be  aborted  if  panicky 
jliticians  pump  up  consumption  to  get 
le  economy  going  again. 
No  question,  the  next  six  months  or 
)  could  be  uncomfortable.  Ruing  last 
immer's  optimism,  most  forecasters 
3W  see  slow  growth  at  best  through 
2xt  spring.  Unemployment,  now  at 
8%,  may  not  fall  until  well  into  1992. 
9  it's  understandable  why  Presi- 
^nt  Bush  and  other  incum- 
snts  may  get  edgy  as  they 
lok  forward  to  next  Novem- 
sr's  election. 

PRING  THAW.  Still,  there's  lit- 
e  evidence  that  the  economy 

actually  contracting.  Indus- 
•ial  production  and  employment 
re  running  flat — but  they're  not  drop- 
ing.  And  the  banks  seem  to  be  slowly 
lending.  "The  economy  is  not  exhibit- 
ig  any  of  the  cumulative  unwinding" 
lat  would  signal  a  renewed  downturn, 
lys  Stephen  S.  Roach,  senior  econo- 
list  at  Morgan  Stanley  &  Co. 

Indeed,  the  Federal  Reserve's  cam- 
aign  to  cut  short-term  interest  rates  is 
nally  showing  results.  The  money 
apply  is  growing  again,  indicating 
lat  borrowers  are  having  an  easier 
me  of  it.  Domestic  nonfinancial  debt, 
xcept  for  federal  borrowing,  rose  at  a 
,6'/c  annual  rate  in  September,  its  big- 
est  gain  since  June,  1990.  And  Octo- 
er  housing  starts  jumped  by  7.3%,  to 
leir  highest  level  in  nearly  a  year. 


The  Fed  likely  has  done  enough  to 
keep  the  recovery  rolling.  Typically, 
lower  rates  take  six  months  or  more  to 
boost  the  economy.  In  other  words,  the 
full  stimulus  from  the  Fed's  last  cut  in 
interest  rates,  on  Nov.  6,  won't  register 
until  spring.  "Monetary  policy  has 
done  enough  to  facilitate  the  expan- 
sion," says  Mickey  Levy,  chief  econo- 
mist at  CRT  Government  Securities  Ltd. 

Long-term  interest  rates  should 


drop,  too,  as  inflation  continues  to  sub- 
side. With  the  core  rate  of  inflation 
now  heading  below  4%,  the  interest 
rate  on  30-year  Treasury  bonds  could 
drop  as  far  as  6%,  from  the  current 
7.9%.  A  rate  that  low  would  surely 
start  filling  order  books  for  such  long- 
term  investments  as  capital  equipment. 

There's  also  good  news  on  trade.  Ex- 
ports are  up  10%  over  last  year.  They 
should  keep  rising  in  1992  as  the  global 
economy  expands  and  demand  builds. 


Combined  with  lower  interest  rates, 
that  augurs  more  confidence  among 
U.  S.  consumers  and  businesses. 

In  the  short  run,  none  of  this  is  like- 
ly to  relieve  pressure  on  Washington  to 
do  something,  anything,  to  get  the 
economy  growing  again.  But  an  at- 
tempt to  boost  consumer  demand  with 
tax  cuts  or  some  other  federal  pro- 
gram would  be  a  bad  mistake:  It  could 
reignite  the  inflation  that  has  been 
painfully  squeezed  out  of  the  economy. 
Even  partial  victories  for  price  stability 
should  not  be  given  up  so  easily. 
SKEWED  PERCEPTIONS.  Encouraging 
consumption  would  surely  accelerate 
the  recovery.  But  it  could  depress  the 
U.  S.  economy's  competitiveness.  As 
many  economists  and  executives  have 
advocated,  the  U.  S.  is  becoming  more 
like  Japan  and  Germany  by  emphasiz- 
ing investment  over  consumption.  In 
the  past  four  years,  business  invest- 
ment, minus  commercial  real  estate, 
has  accounted  for  a  steadily  rising  part 
of  the  economy.  Thanks  largely  to 
spending  on  computers,  investment 
now  constitutes  11.5%  of 
gross  national  prod- 
uct. That's  the  big- 
gest share  in  decades. 

But  if  Washington 
were  to  encourage  a 
consumer-led  re- 
covery, all  these 
>  gains  could  be  un- 
done. Business  invest- 
ment and  exports  would 
compete  for  credit  against  housing,  au- 
tos,  and  consumer  imports.  The  U.  S. 
could  again  be  stuck  in  that  '80s  night- 
mare: Borrowing  hugely  from  abroad 
to  finance  monster  trade  deficits. 

Curiously,  this  may  be  one  time 
when  paralysis  in  Washington  works  in 
favor  of  sound  economic  policy.  The 
U.  S.  has  paid  the  price  for  low  infla- 
tion and  lower  interest  rates.  Now,  it's 
time  to  sit  back  and  see  the  benefits 
come  home. 
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IT'S  COLD  INSIDE 


The  economic  chili  has  retailers  shivering  as  Christmas  nears 


In  the  tiny  hamlet  of  Dodge 
ville.  Wis.,  Richard  C.  An- 
derson assembled  several 
hundred  telephone  opera- 
tors, order-takers,  and  pack- 
ers at  Lands'  End  Inc.  head- 
quarters for  a  few  last 
words  before  the  start  of 
the  holiday  selling  season.  The  S604  mil- 
lion catalog  company,  whose  earnings 
plunged  49^!-  after  a  disastrous  inven- 
tor}" shortfall  last  Christmas,  had  just 
reported  a  dramatic  improvement  in  its 
thii-d-quaner  earnings. 

So  the  retailer's  CEO  ti-otted  out  his 
most  inspiring  pep  talk,  right'?  Not  ex- 
actly. "There's  a  triple  wham.my  we 
should  keep  in  mind:  the  short  selling 
season,  the  constant  threat  of  recession, 
and  a  debt-ridden  consumer."  he 
warned,  adding  that  over  half  the  com- 
pany's yearly  profits  were  likely  to  come 
from  sales  in  November.  December,  and 
Januar>-.  "It's  anybody's  guess  what 
this  Chi"istmas  wOl  bi"ing." 

Retailers  aren't  the  only  ones  anxious- 
ly awaiting  the  arrival  of  St.  Nick.  Man- 


ufacturers, economists,  and  politicians 
are  all  looking  for  signs  that  consumers 
are  spending  again.  Catalog  and  store 
sales  account  for  nearly  a  quarter  of 
gi*oss  national  product,  so  consumer  holi- 
day spending  should  help  indicate  when 
the  economy  will  perk  up.  The  reading 
so  far  on  consumer  spending"?  "Gone 
south."  says  John  J.  Schultz.  head  of  the 
National  Retail  Federation  and  former 
president  of  B.  Altman  &  Co. 
REASON  TO  FRET.  That's  no  exaggera- 
liuix.  AccuraiLg  to  the  Conference 
Board's  latest  monthly  sur\-ey  of  -5.000 
households,  consumer  confidence  is  ap- 
proaching the  lows  of  the  early  1980s. 
And  won-ied  shoppers  don't  spend  much. 
A  poll  of  4-50  households  taken  in  No- 
vember by  Leo  J.  Shapiro  &  Associates, 
a  Chicago  market-research  firm,  found 
that  -53'''  of  consumers  planned  to  spend 
less  on  gifts  this  year  than  last.  In  1990. 
only  46-'f  had  said  that. 

Considering  last  year's  calamitous 
Christmas,  there's  reason  to  fret.  In 
1990.  holiday  sales  rose  just  V<  after 
inflation,  according  to  Carl  Steidtmann, 


THE  SCEMT  OF  A  SALE:  ON  THE  FRIDAY  FOLLOW  * 


chief  economist  for  Price  Waier;. 
Management  Horizons  unit,  a  retail  coA  '= 
sultancy.  This  year  could  look  a  littl 
better:  Steidtmann  predicts  that  genera  ^ 
merchandise  sales  will  rise  4''f.  includinj 
2''f  inflation,  in  the  fourth  quarter.  '' 
difficult  year  is  an  improvement  over 
disaster."  he  says. 

What's  different  this  year  is  tha 
many  retailers  are  keeping  inventorie 
lean.  Child  World  Inc.  lost  •S192  million  i 
1990  and  barely  escaped  bankruptcy  ai 
ler  selling  a  huge  inventory"  of  out-o: 
date  toys  at  fii-esale  prices.  A  new  CEC 
former  Toys  'R'  Us  Inc.  executive  \\i  i'& 
John  De\"ine,  isn't  stockpiling  this  yeai 
Others  won't  get  the  chance  to  lear 


GOODIES  TO  WARM  UP 
A  CHILLY  CHRISTMAS 

Every  Christmas,  retailers  count  on  a  handful  of 
must-have  items  to  draw  shoppers  into  the  store. 
Here  s  a  sampler  of  what  retailers  are  hoping  will  put 
even  the  most  reluctant  shoppers  in  a  spending  mood 
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A  SHELL  GAME  The  Technodrome  is  the  dou 
decker  mobile  fortress  that  guards  Shredde 
archenemy  of  the  Teenage  Mutant  Ninja  Tu 

<  SELECTED  SHORTS  The  Gap's  brightly  patterned  boxer 
shorts  ore  aimed  at  homebound  yuppies  who  wont  to  do 

their  vegetating  with  a  sense  of  style 


>.'Ek  sic 


ilVING,  SEARS  SHOPPERS  WILL  FIND  BARGAINS— FROM  CAMCORDERS  TO  SWEATERS 


)m  last  year's  mistakes:  According  to 
in  &  Bradstreet  Corp.,  retail  bank- 
ptcies  were  up  33%  in  the  first  seven 
)nths  of  1991. 

The  stores  that  are  left  are  stalking  a 
w  breed  of  shopper.  "We've  taught 
3  customer  to  buy  on  sale,"  explains 
dy  Jordan,  a  Minneapolis  retail  consul- 
it.  No  wonder,  then,  that  this  season 
11  be  filled  with  special  promotions. 
Take  Hartmarx  Specialty  Stores  Inc. 
ispite  a  major  restructuring  amid 
epening  losses,  the  operator  of  213 
)res  in  30  states  produced  and  mailed 
video  Christmas  catalog  to  150,000  of 
best  customers  in  early  November,  at 
cost  of  nearly  $1  million.  The  12-min- 


ute  piece  took  nine  months  to  produce 
and  involved  24  actors,  a  mansion  in  the 
Chicago  suburb  of  Lake  Forest,  and  an 
original  musical  score. 
BOOK  VALUE.  Sears,  Roebuck  &  Co.,  for 
its  part,  is  counting  on  a  small,  homesick 
alien  to  draw  shoppers  into  ■  its  868 
stores.  On  Thanksgiving  night.  Sears 
will  be  the  sole  national  sponsor  of  the 
network-television  premiere  of  E.  T.  The 
next  day,  Sears  plans  to  wow  shoppers 
with  ultralow  prices  on  key  items  rang- 
ing from  camcorders  to  sweaters. 
"We've  had  to  pack  more  value  into  our 
merchandise,"  declares  Matthew  A. 
Howard,  Sears'  senior  vice-president  for 
marketing. 


Some  megapromotions  entail  consider- 
able risk.  Ed  Erickson,  senior  book  buy- 
er for  Target  Stores,  the  discount  de- 
partment-store chain  owned  by  Dayton 
Hudson  Corp.  in  Minneapolis,  says  he 
bought  as  many  Random  House  Chil- 
dren's Encyclopedias  as  all  other  book- 
sellers combined.  Erickson  expects  that 
at  $29,  down  from  a  regular  retail  price 
of  $60,  the  one-volume  book  will  gener- 
ate $1  million  in  additional  sales  for  his 
department.  But  if  parents  don't  buy. 
Target  will  be  stuck:  To  win  a  favorable 
price,  it  waived  the  right  to  return  ex- 
tras to  the  publisher. 

Judging  by  the  goods  that  many  re- 
tailers are  pushing  heavily,  this  is  a 
good  year  for  stay-at-homes.  Nordstrom 
Inc.'s  flagship  store  in  downtown  Seattle 
features  street-level  displays  of  stacks 
and  stacks  of  men's  cotton  and  flannel 
pajamas.  Disney's  Fantasia  video,  sell- 
ing for  as  little  as  $15,  has  been  flying 
off  the  shelves.  And  the  castle  of  the 
Teenage  Mutant  Ninja  Turtles'  arch- 
enemy. Shredder,  is  on  the  top  of  many 
kids'  wish  lists. 

But  buying  frenzies  are  just  a  relic  of 
the  1980s.  Listen  to  Susan  D.  Hester, 
who  recently  spent  a  snowy  Saturday 
morning  at  Denver's  huge  Cherry  Creek 
shopping  mall.  "If  I  want  something,  I 
can  hit  the  sales  in  January,"  she  says. 
"It's  going  to  be  a  consumers'  market." 
That's  a  common  attitude.  No  wonder 
retailers  think  this  is  the  season  to  be 
worried. 

By  Julia  Flynn  Siler  in  Chicago,  with 
Sandra  Atchison  in  Denver,  Geoff  Smith  /?; 
Boston,  and  bureau  reports 


▼  NO  MUSS,  NO  FUSS 

Screwpull  is  a  Teflon 
corkscrew  intended  for 


^  rumw  mn'r   Fantasia  is 
back,  and  for  a  limited  time  only, 
according  to  Disney.  A  cartoon 
introduction  to  longhair  music 


A  SO  LIFELIKE  This  year's  surprise  hit,  the  Woterbabies  Doll, 
is  on  many  a  most-wanted  list.  Fill  it  with  warm  water,  and  its 
"skin"  is  supposed  to  feel  like  a  real  baby's 


ER  STORY 
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TRADE  I 


AT  IBM:  BIG  BLUE  HAS  THREATENED  TO  MOVE  ITS  PRODUCTION  OFFSHORE 

DID  WASHINGTON  LOSE  SIGHT 

OF  THE  BIG  PICTURE?  

The  tariff  on  liquid-cn'stal  displays  has  U.S.  laptop  makers  up  in  arms 


In  theoiy.  hitting  a  foreign  suppHer 
with  antidumping  duties  is  one  of  the 
most  potent  weapons  in  the  U.  S. 
government's  trade  arsenal.  But  a  Com- 
merce Dept.  decision  to  slap  a  62^'^  dutj" 
on  imports  of  the  latest  laptop-computer 
screens  from  .Japan  has  sent  Silicon  Val- 
ley into  a  funk.  Xow.  even  the  agency  is 
dissatisfied  with  the  outcome.  "We're 
not  happy  with  it,"  admits  Commerce 
Secretary-  Robert  A.  Mosbacher.  "But 
we  are  constrained  to  follow  the  laws  as 
they  are  written." 

No  wonder  he's  unhappy.  Since  Com- 
merce assessed  the  penalty-  on  impoits 
of  "active  matrix"  screens,  but  not  on 
finished  laptops  that  contain  the  technol- 
ogy", computer  makers  have  been  rush- 
ing offshore  with  their  laptop  produc- 
tion. The  protection  afforded  the  display 
makers  is  "a  completely  hollow  \ictor}"," 
says  .Jerrj"  K.  Pearlman,  chairman  of  Ze- 
nith Electronics  Corp.,  the  largest  maker 
of  non-LCD  computer  screens  in  the  U.  S. 

Toshiba  Corp.  bailed  out  first,  an- 
nouncing in  September  that  it  would  be- 
gin impoiting  its  most  sophisticated  lap- 
tops from  Japan  instead  of  making  them 
in  its  Ir\-ine  (Calif.)  plant.  Apple  Comput- 
er Inc.  was  ne.xt.  abandoning  plans  to 
manufacture  its  month-old  notebook 
computei-s  in  its  Fountain  (Colo.)  factor." 


and  opting  instead  to  do  the  job  in  Cork. 
Ireland.  And  this  month,  even  IBM's  nor- 
mally diplomatic  chairman,  John  F. 
Akers,  blasted  the  policy  in  a  Tokyo 
speech  and  threatened  to  set  up  Big 
Blue's  laptop  production  ovei-seas. 
STEAMED.  The  reaction  is  so  strong  be- 
cause the  screens  are  so  impoitant. 
While  active-matiix  production  is  just 
getting  off  the  ground — 1990  sales  of 
the  screens  were  just  82-50  million  world- 
wide— demand  for  the  displays  is  expect- 
ed to  top  SI  billion  in  1994  (chait).  The 
technology"  offers  a  dramatic  clarit\"  im- 
provement over  current  LCDs,  making 
high-qualitj"  color  a  reality  for  tiny  prod- 
ucts such  as  notebook  computei-s.  Al- 
ready, activem.atrLx  screens  are  a  criti- 
cal component  in  other 
consumer  electronics 
items,  including  cam- 
corders. Eventually, 
they'll  be  used  in  everj"- 
thing  fi'om  medical  instni- 
ments  to  high-definition 
TVS  to  auto  dashboards. 

That's  one  reason  Com- 
merce sought  to  shelter 
the  nascent  domestic  LCEi 
business.  'Tt"s  absolutely 
essential  for  the  U.  S 
to   have   some  flat- 


^^^^^ 


panel  display  manufacturing."  says  la  : 
Ross,  chairman  of  the  National  Ad\-isor  : 
Committee  on  Semiconductors.  And  j 
eiyone  agrees  that  Japanese  LCD  maker 
have  been  aggressive — if  not  predi 
ton" — in  active-matrix  screen  pricin| 
All  the  statute  does  is  ask  manufactu: 
ei-s  to  price  their  products  based  on  thei  -■; 
costs,"  says  Curtis  Stevens,  chief  finai 
cial  officer  of  Planar  Systems  Inc., 
screen  maker  that  had  asked  Commerc  ; ; 
to  act  on  the  issue.  He  says  Japanes  ^ 
suppliers  of  the  screens  are  selling  thei  ^ 
to  U.  S.  customei-s  for  less  than  half 
what  it  costs  to  make  them. 

The  screens  are  by  far  the  most  ej 
pensive  component  in  a  laptop  compute) 
accounting  for  up  to  -50^^  of  the  mj 
chine's  manufacturing  cost.  That  make  I 
the  new  Commerce  duty  a  stiff  one:  IB]  ' 
•r  Jtimates  the  penalty"  could  run  S600  fc 
-ver\"  computer  manufactured  at  its  Ri 
ieigh  (N.  C.)  laptop  plant.  Avoiding  th 
duty"  isn't  cheap,  either.  "We  just  lengtl 
ened  our  pipeline  by  12,000  miles,"  say 
James  M.  Burger.  Apple's  director 
government  law.  of  the  company's  mai 
ufacturing  move  to  Ireland.  "We  jus 
didn't  need  this 

^\Tiat  really  steams  computer  makers 
though,  is  that  the  Commerce  decisio 
probably  comes  too  late  to  help  th 
struggling  U.  S.  screen  industry".  That 
because  the  Japanese  are  already  wa 
ahead.  Sharp  Corp.,  the  market  leadei 
has  spent  more  than  SI  billion  on  LC 
technology"  and  plans  to  invest  S6-50  mi 
lion  more,  mostly  in  active-matri 
screens,  during  the  next  four  years. 
'STARTING  FROM  ZERO.'  \Miile  Sharp  an 
other  Japanese  companies  were  pumpin, 
money  into  LCD  technology.  U.  S.  comps 
nies,  including  General  Electric,  IBM,  an 
Exxon,  were  scuttling  their  display  opei 
ations.  By  1989.  most  major  dom.esti 
players  had  left  the  field.  Now.  the  larg 
est  U.  S.  maker  of  activematrix  LCDs 
OIS  Optical  Imaging  Systems  Inc. 
Troy,  Mich.,  doesn't  even  have  the  capa< 
ity  to  sell  commercially — most  of  it 
screens  are  sold  to  the  Pentagon 

Bringing  U.  S.  production  up  to  con 
mercial  levels  is  a  daunting  chaUengt 
Mil  St  expeits  believe  a  S200  mOlion  ii 
vestment  is  the  minimui 
needed  to  set  up  a  con 
mercial  mantifacturing  of 
rration.  although  other 
maintain  that  the  cos 
could  be  SI  billion.  Ther 
are  other  problems.  Th 
screens  are  so  difficult  t 
manufacture  that  som 
SO*^*^  coming  off  the  pre 
duction  line  must  b- 
junked  because  of  som 
flaw.  Then  there's  th 
of 


matter  of  patents 
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Japanese  own  most  of  the  produc- 
research  that's  been  done  in  active- 
fix  technology.  "The  problem,  in  the 
of  the  U.  S.,  would  be  having  to 
ilder  both  basic  research  expenses 
capiUil  spending  to  build  a  produc- 
facility,"  says  Masahiro  Kosaka,  di- 
3r  of  Matsushita  Electric  Industrial 
5  display  technlogy  research  lab.  "It 
y  would  be  starting  from  zero." 
)r  now,  most  of  the  IJ.  S.  computer 
stry  is  clearly  unwilling  to  start 
1  scratch.  Although  Xerox  Corp.  is 


working  to  produce  active-matrix  IX'.Ds, 
IBM's  strategy  is  more  common.  Instead 
of  setting  up  LCD  development  here,  Big 
Blue  has  put  nearly  $100  million  into  a 
joint  development  agreement  with  To- 
shiba to  build  screens  in  Japan.  "The 
reality  is  that  the  core  of  competency  in 
this  market  is  in  Japan,"  says  James  A. 
Cannavino,  the  general  manager  of 
IBM's  personal  computer  division.  "If  the 
U.  S.  wanted  to  be  in  this  market,  action 
should  have  been  taken  10  years  ago." 
Since  he  can't  rewrite  history,  Mos- 


bacher  is  trying  to  negotiate  a  settle- 
ment with  computer  makers.  Last 
month,  he  called  the  chief  executives  at 
Apple,  IBM,  and  others  and  urged  them 
to  refrain  from  moving  production  over--, 
sees.  "When  this  is  finished,  I  want  to 
be  convinced  we  helped  build  the  screen 
industry  or  at  least  did  not  push  the 
computer  industry  offshore,"  Mosbacher 
says.  So  far,  though,  the  computer  mak- 
ers aren't  cutting  any  deals. 

By  Paul  Magnusson  in  Washington,  with 
bureau  reports 


IIS  PILL  COULD  REDUCE 

IE  CHANCE  OF  A  HEART  ATTACK 


the  news  about  Merck's  anticholesterol  drug,  its  stock  takes  wing 


|he  anticholesterol  drug  Mevacor 
was  already  generating  nearly  $1 
billion  in  sales  annually  for  Merck 
0.  Then  came  v/ord  of  a  study  that 
^ests  strongly  that  the  drug  can 
a  leading  cause  of  heart  attacks, 
drug  packs  such  a  punch  against 
fatty  arterial  deposits  known  as 
ue  that  the  scientists  conducting  the 
y  announced  on  Nov.  20  that  they 
canceled  plans  to  extend  their  re- 
ch  for  another  year  and  a  half, 
le  study,  conducted  for  Merck  by 
University  of  Southern 
tornia,  won't  be  published 
1  next  year,  but  early 
i  of  the  findings  is  expect- 

0  convince  even  skeptical 
sicians  that  the  drug  is 
:h  using.  While  physicians 
le  about  the  value  of  re- 
ng  high  cholesterol  levels, 
y  heart  specialists  are 
that  halting  the  accumu- 

n  of  plaque  will  go  far  to 

1  heart  disease.  "For  car- 
)gists,  this  is  the  type  of 
ence  that  means  a  great 
,"  says  Dr.  Basil  M.  Rif- 
,  a  physician  with  the  Na- 
il Heart,  Lung  &  Blood 
itute.  One  Denver  cardiol- 
t,  Dr.  Lester  Lockspeiser, 
;  that  this  work,  if  it  holds 
n  scientific  reviews,  "may  go  a  long 
"  toward  changing  the  minds  of  hes- 
:  general  practitioners. 

le  good  news  comes  just  when 
ck — and  a  shaky  stock  market — 
led  some.  Growth  in  new  prescrip- 
3  of  Mevacor  has  flattened  over  the 
six  months,  settling  into  a  range  of 
e  220,000  to  230,000  in  new  patient 
criptions  per  month  in  the  U.  S.,  ac- 
ing  to  independent  industry  analyst 
lant  K.  Shah.  What's  more,  Bristol- 


Myers  Squibb  Co.  recently  rolled  out  a 
competing  medication,  Pravachol,  which 
should  cut  into  Mevacor's  market.  "This 
is  going  to  give  Merck  another  boost," 
says  Shah.  Merck  did  no  more  than  con- 
firm that  the  study  had  been  halted. 
That  was  enough  for  investors:  Merck 
stock  shot  to  145,  up  GVs,  on  Nov.  20. 

The  growth  potential  for  Mevacor  is 
huge.  Only  about  3  million  of  an 
estimated  10  million  to  21  million 
Americans  with  worrisome  choles- 
terol levels  are  taking  some  kind 


vacor. 


MEVACORATAGLANCE 


GENERIC  NAME:  to 


vastatin 


COST:  $500  to  $700  yearly  for  once-a-day  use 


USUAL  DOSAGE:  20  mg 


PURPOSE:  chole  sterol  reduction,  but  a  new  study  suggests 
that  it  can  help  prevent  heart  attacks 


SALES:  Nearly  $1  billion  annually 


PLUSES:  Few  side  effects,  compared  with  the  bloating,  flush 
ing,  and  gastrointestinal  distress  common  to  rival  drugs 


PROBLEMS:  Pravachol,  new  from  Bristol-Myers  Squibb,  has 
just  begun  competing  head  to  head.  And  Merck  may  compete 
against  itself  with  Zocor,  due  out  soon 

DATA:  COMPANY  REPORTS,  BW 


of  medication,  Merck  officials  say.  And 
many  are  taking  drugs  that  come  in  an 
inconvenient  form  or  have  harsh  side  ef- 
fects (table).  Even  with  its  $500  to  $700 
annual  price  tag  and  the  lifetime  com- 
mitment to  daily  use  patients  must 
make,  Mevacor  is  becoming  a  favorite. 
Unlike  some  competing  medicines  that 
require  mixing  a  powder  into  water  or 
other  liquid,  Mevacor  pills  are  "easy  to 
take,"  says  Dr.  Daniel  Steinberg,  a  Uni- 
versity of  California  at  San  Diego  physi- 


cian who  monitored  the  new  study. 

The  use  research  is  the  first  to  show 
that  a  single  drug  can  halt  the  buildup 
of  plaque.  And  in  a  small  share  of  users, 
it  can  actually  shrink  fatty  deposits.  Ear- 
lier studies,  including  one  in  1987  by  Dr. 
David  H.  Blankenhorn,  leader  of  the  use 
team,  have  used  two  or  more  drugs  in 
combination,  along  with  diet  changes. 
One  such  project,  conducted  last  year  by 
Dr.  B.  Greg  Brown  of  the  University  of 
Washington,  paired  Mevacor  with  coles- 
tipol, a  powdered  drug,  or  with  niacin,  a 
vitamin.  All  the  studies  concluded  that 
reducing  cholesterol  can  halt  or  reverse 
plaque  build-up. 

VEGGIE  DIET.  In  the  new  study,  patients 
took  four  times  the  normal  dose  of  Me- 
Results  were  so  good  after  two 
years  of  testing  on  more 
than  240  patients  that 
Steinberg's  monitoring 
committee  concluded  it 
was  no  longer  ethical  to 
continue  giving  placebos 
to  some  high-risk  pa- 
tients. "It  was  clear  that 
the  drug  is  beneficial," 
says  Steinberg. 

Not  all  experts  are  thrilled 
about  the  preliminary  results. 
Some  say  that  most  of  the  es- 
timated 50  million  Americans 
who  should  mind  their  choles- 
terol would  be  better  off  re- 
ducing the  fat  in  their  diets. 
Says  Dr.  Edwin  L.  Bierman,  a 
medical  professor  and  expert 
on  atherosclerosis  at  the  Uni- 
versity of  Washington:  "The 
first  line  of  treatment  is  not 
everybody  taking  a  drug  for 
life,  but  going  to  a  low  satu- 
rated-fat diet."  He  points  to  a 
recent  study  that  shows  that  people  can 
fight  arterial  plaque  simply  by  switching 
to  a  nearly  all-vegetarian  diet. 

For  Merck,  however,  the  results  are 
likely  to  be  powerful  medicine.  The 
study,  once  it's  reviewed  by  experts  and 
published,  would  bolster  a  claim  that 
Mevacor  can  help  prevent  heart  attacks. 
That  would  put  sales  back  on  the  fast 
track — and  keep  Merck  among  the 
healthiest  players  in  the  drug  industry. 

By  Joseph  Weber-  in  Philadelphia 
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AIRLINES  I 


MIDWAY  EMPLOYEES  DEMONSTRATE  OUTSIDE  THE  FEDERAL  BUILDING  IN  CHICAGO 


ALMOST  EVERYBODY  IS  MAD 
AT  NORTHWEST  AIRLINES 


After  the  botched  Midway  deal  come  questions  about  the  line's  finances 


Talk  about  a  screwup. 
On  Oct.  8,  when  Northwest  Air- 
lines boldly  outbid  Southwest  Air- 
lines to  win  control  of  bankrupt  Midway 
Airlines,  it  looked  as  though  Al  Checchi, 
Northwest's  dealniaking  chairman,  had 
scored  a  coup.  Not  only  had  he  gained 
access  to  Midway's  21  gates  at  Chicago's 
convenient  Midway  airport,  but  he  had 
also  outflanked  Southwest,  a  tough  po- 
tential competitor. 

Now,  though,  Midway  Airlines  Inc.  is 
grounded  for  lack  of  cash,  the  carriers 
are  headed  for  a  court  battle,  and  North- 
west Airlines  Inc.  has  plenty  of  egg  on 
its  face.  Worse  yet,  a  new  Price  Water- 
house  study,  prepared  for  a  Minnesota 
agency  that  is  getting  ready  to  lend 
Northwest  $320  million,  suggests  that 
the  airline  is  under  financial  pressure. 
FALSE  DATA?  Northwest  Co-chairman 
Gary  Wilson  insists  the  airline  is  on  firm 
financial  ground.  But  the  study  casts 
doubt  on  whether  Checchi  has  the  re- 
sources to  attempt  a  much-talked-about 
merger  with  Continental  Airlines  Inc.  In- 
deed, Checchi's  best  hope  these  days 
may  be  a  merger  between  British  Air- 
ways PLC  and  KLM  Royal  Dutch  Airlines, 
which  controls  209'  of  Northwest's  com- 
mon equity.  BA  and  KLM  won't  discuss 
their  plans,  but  klm's  unions  have  insist- 
ed such  a  deal  is  under  way.  If  so, 
Northwest  might  get  access  to  Ba's  deep 


pockets.  And  traffic  fed  from  BA's  trans- 
atlantic service  could  help  fill  North- 
west's U.  S.  flights. 

Northwest  walked  away  from  the  Mid- 
way deal  on  Nov.  13,  charging  that  Mid- 
way had  given  false  revenue  data  to  the 
Transportation  Dept. — data  Northwest 
used  to  prepare  its  bid.  Midway's  own 
books,  Northwest  contends,  show  that 
Midway  had  overstated 
operating  results  by  $35 
million.  Midway's  denial 
of  the  charges  gained 
support  when  Robin  A. 
Caldwell,  director  of 
Transportation's  Office 
of  Airline  Statistics,  re- 
checked  Midway's  data. 
Says  Caldwell:  "We 
have  no  factual  evi- 
dence Midway's  data  is 
anything  but  accurate." 
Midway  has  sued 
Northwest  for  fraud. 
Northwest  vows  to  countersue. 

Northwest  may  simply  have  been 
looking  to  save  face.  Wilson  says  the 
deal  "didn't  make  sense,  no  matter  what 
our  financial  position."  But  with  Midway 
losing  more  than  $600,000  a  day,  North- 
west probably  never  could  have  afforded 
the  $174  million  deal.  The  Price  Water- 
house  study,  prepared  for  the  Minneapo- 
lis-St.  Paul  Metropolitan  Airports  Com- 
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mission,  says  Northwest  will  end  19 
with  just  $31  million  in  cash.  As  of  m 
year,  cash  flow  barely  covered  interei 
and  aircraft  rentals. 

Northwest's  condition  may  be  worf  i  | 
than  it  has  been  willing  to  admit.  Wh 
the  carrier's  internal  projections  she 
plenty  of  money  to  cover  its  $4.2  billi' 
in  total  long-term  debt.  Price  Wat( 
house  casts  doubt  on  those  numbe 
(chart).  Adjusting  the  Northwest  data 
reflect  revenue-growth  projections  si 
plied  by  industry  analysts,  Price  Wat( 
house  figures  Northwest  will  genera 
$1.2  billion  less  in  cash  than  it  projec 
leaving  it  hard-pressed  to  cover  some 
its  obligations.  Northwest  responds  th 
it  has  an  untapped  $600  million  line 
credit  to  provide  liquidity  and  could 
capital  spending  or  sell  receivables 
generate  more  cash  if  needed. 

The  bottom  line:  Northwest  isn't  ^ 
ing  under,  but  its  dealmaking  ability 
constrained.  "They  can  make  target 
investments  that  don't  require  a  lot 
cash,"  says  a  person  involved  in  the 
port.  It  doesn't  help  that  Northwest  ( 
pects  a  $253  million  loss  in  1991  on  top 
last  year's  $302  million  loss. 
ANGRY  AGENCY.  Given  his  financial  tro 
bles,  Checchi  hardly  needed  the  Midw: 
debacle.  Northwest  has  been  vilified 
Chicago  by  Mayor  Richard  M.  Daley  ai 
at  rallies  by  angry  Midway  employe( 
Transportation  is  mad  that  Northwe 
pulled  out  of  the  Midway  deal  witho 
first  informing  Secretary  Samuel 
Skinner.  Says  one  official  at  the  agenc 
"We  read  about  it  in  the  newspapei 
Since  Checchi  is  trying  to  persuade  Sk 
ner  to  give  Northwest,  and  not  Delta  A  f. 
Lines  Inc.,  authority  to  fly  from  Detn  Jh 
to  London,  angering  Transportation  w 
hardly  a  cagey  move. 

For  now,  Checchi 
first  priority  has  to 
the  deal  with  Minne: 
ta.  In  return  for  Nort 
west  building  big  mai 
tenance  facilities 
Hibbing  and  Dulut 
Checchi  hopes  the  sta 
will  come  through  wi 
$835  million  in  finar 
ing,  including  a  $3 
million  loan  to  help  p; 
down  acquisition  debt 
Midway,  howev€ 
puts  even  that  in  jeopardy.  All  the  b: 
publicity,  coupled  with  the  Price  Wat( 
house  report,  is  making  Minnesotans  u 
easy.  Still,  State  Senator  Donald  Fran 
among  others,  thinks  the  package  w 
pass.  But  Checchi  may  someday  wish 
never  tried  to  buy  Midway  Airlines. 
By  Kevin  Kelly  in  Chicago,  with  Se 


INDUSTRY 
CONSENSUS 


■95 


Payne  in 
in  Dallas 


Wasiiington  and  Wendy  Zelhi 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business 
Tool  Shouldn't  Keep  You  Tied  Up. 


I 


f  you  make  a  living  on  the  road, 
then  you  know  that  keeping  in 
touch  often  means  being  tied  to  a 
phone.  Today  there's  a  new  way  to 
break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

America's 
Most  Complete 
Paging  Service . 

Our  unrivaled  nationwide  cover- 
age can  keep  you  in  touch  in  more 
places  with  clients,  colleagues,  fam- 
ily and  friends.  And  you  can  keep 
in  touch  with  simple  toll-free  access. 


Customized 
Regional  Coverage. 

Just  need  a  region?  No  problem, 
we  can  customize  that  for  you.  So  you 
won't  be  paying  for  coverage  you  don't 
need.  Plus  we  offer  local  paging. 


Exclusive 
Text  Messaging. 

Only  MobileComm  Nationwide 
Messaging  lets  you  receive  text 
messages  coast  to  coast.  So  you  get 
up-to-the-minute  information 
without  ever  touching  a  phone. 
We  also  have  digital  paging  and 
advanced  voice  mail.  Plus  you  can 
count  on  our  20  years  of  paging 
experience.  And  we  feature  the 
newest  in  Motorola  pagers. 

So  don't  stay  tied  to  a  phone.  Set 
yourself  free  with  MobileComm 
Nationwide  Messaging.  Call  now  for 
more  information  about  our  money- 
saving  offer. 


1-800-685-5555 


@  MobileComm 


A  BEUSOUTH  Company 


Everything  you  expect froma  leader 


COMPUTERS  I 


'LIGHTS,  CAMERA... 

O.K.,  BYTE-BRAIN,  DO  YOUR  STUFF 


The  star  of  Beauty  and  the  Beast  and  Black  or  White:  Computer  graphics 


There's  a  point  about  midway 
through  the  new  animated  film 
Beauty  and  the  Beast  where  the 
Beast  takes  Beauty's  arm  and  guides 
her  into  his  castle's  ballroom.  The  doors 
open,  the  audience  gasps,  and  the  two 
stroll  in,  dance,  and  fall  in  love.  The 
mood  and  atmosphere  needed  to  be  just 
right.  To  get  it,  Walt  Disney  Co.  turned 
not  to  its  army  of  talented  animators 
but  to  a  cluster  of  computers  arrayed 
in  a  single  room  in  Glendale,  Calif. 

The  staggering  scene — -a  glit- 
tering ballroom  that  soars  72 
feet  to  a  painted  ceiling  with 
gilt  cherubs — is  the  first  fully 
computer-generated,  three-di- 
mensional setting  in  a  Disney 
animated  feature.  It  is  but  the 
latest  example  of  the  march  on 
Hollywood  by  the  techno-nerds, 
whose  computers  are  quickly 
moving  into  the  mainstream  of 
entertainment.  Working  out  of 
studios  from  Hollywood  to  Sili- 
con Valley,  these  graphic  art- 
ists are  using  computer-gener- 
ated images  to  make  their 
mark  on  feature  films,  snazzy 
television  commercials,  and  mu- 
sic videos  such  as  Michael  Jack- 
son's new  Black  or  White. 
LOSING  FACE.  They  work  their 
magic  in  different  ways.  Dis- 
ney artists  used  the  computer 
to  draw  a  3-D  ballroom,  com- 
plete with  a  twinkling  chande- 


weren't  practical  because  of  the  high 
cost  of  powerful  computers.  Now,  desk- 
top workstations  costing  less  than 
$15,000  can  do  much  of  the  graphics 
work  once  done  by  million-dollar  super- 
computers. At  the  same  time,  software 
has  improved  dramatically.  Three  years 
ago,  producing  special  effects  on  a  com- 
puter cost  as  much  as  eight  times  what 
it  cost  using  traditional  techniques,  such 
as  shooting  footage  of  scale  models, 
says  John  Dykstra,  creative  director  at 


however,  yielded  animated  charactes 
that  were  emotionless  next  to  hari- 
drawn  animation.  And  sometimes,  ts 
cutting  between  live-action  footage  a| 
computer  graphics  was  too  visually  j;^ 
ring,  as  in  1984's  The  Last  Starfightf 
from  Lorimar  Telepictures  Corp.  ; 
OFF-KEY  TOONS.  But  the  success  of  l£t 
summer's  Terminator  2  unleashed  % 
rush  to  new  technology.  In  that  ca^l, 
Industrial  Light  &  Magic,  part  of  dini- 
tor  George  Lucas'  Lucas  Arts  Enterta* 
ment  Co.,  gave  the  film  a  character  th|.i 
could  turn  itself  into  an  animated  mit 
ten-metal  man  as  it  tried  to  terminas 
Arnold  Schwarzenegger.  In  the  comii; 
months,  Hook,  Memoirs  of  an  Invisih 
Man,  and  Batman  Returns  are  amoi^ 
the  titles  that  will  show  off  computer 
generated  sequences. 

No  one  expects  computers  to  coi- 
pletely  replace  hand-drawn  animation  |r 


Her.  Then  the  directors  were  able  to  fly 
an  imaginary  "camera"  around  the  digi- 
tized image  as  if  it  were  a  live-action 
film.  That  lends  photo-realism  and  a 
more  dramatic  sense  of  movement.  Once 
the  computer's  camera  recorded  the  en- 
tire scene,  the  characters  of  Beauty  and 
the  Beast,  which  were  drawn  and  col- 
ored by  hand,  were  placed  in  the  ball- 
room electronically. 

In  contrast,  most  of  the  special  effects 
in  the  new  Michael  Jackson  video  started 
with  traditional  live-action  video  snip- 
pets. Then,  using  a  series  of  complex 
calculations  in  a  technique  known  as 
"morphing,"  a  computer  combined  and 
contorted  the  images.  A  series  of  flash- 
ing faces,  gracefully  blending  into  one 
another,  became  the  most  striking  se- 
quence in  Black  or  White. 

Until  recently,  most  of  these  effects 


Apogee  Productions  Inc.  Apogee  pro- 
duced the  special  effects  in  Black  or 
White.  But  now,  Dykstra  says,  the  cost 
is  only  507^  more.  And  some  effects, 
such  as  morphing,  can't  be  done  well 
without  computers. 

When  it  comes  to  Disney-style  anima- 
tion, artists  can  now  create  animation 
even  more  cheaply  with  computers  than 
by  hand.  For  years,  Disney  has  used 
computers  to  automate  repetitious  and 
routine  dravs^ing  and  coloring,  such  as 
stamping  out  the  hundreds  of  plates, 
forks,  and  goblets  for  one  of  Beauty 
and  the  Beast's  musical  numbers.  But 
paint  and  brush  are  no  match  for  com- 
puters in  creating  3-D  settings  and  other 
tough  jobs. 

Computers  have  been  auditioning  for 
bit  parts  in  films  for  nearly  two  decades. 
Some  of  the  more  primitive  attempts, 


other  conventional  techniques  any  tiri, 
soon.  "Unless  there's  an  animator  tt' 
hind  the  computer,"  says  Dan  Philii, 
manager  of  Disney's  computer-genen- 
ed  imagery  department,  "you're  going  i 
end  up  with  what  the  machine  thinks  ■ 
correct,  and  that's  bad  animation." 

Disney,  in  fact,  has  yet  to  debut 
actual  computer-animated  character  in 
feature  film.  But  that  will  change.  Ne 
fall,  the  company  is  set  to  begin  work  > 
the  world's  first  fully  computer-anim; 
ed  feature.  The  as-yet-untitled  work 
being  produced  for  Disney  by  Pixar, 
Silicon  Valley  outfit  that  won  an  Acac 
my  Award  in  1989  for  the  best  animat 
short  film.  Perhaps  one  day  soon, 
teary-screened  computer,  thanking  i 
parents,  will  take  home  an  Oscar. 

By  Larry  Armstrong  in  Los  Angel 
with  Evan  I.  Schwartz  in  New  York 
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Quotes  From  The  Experts: 


iiCoiiipletely  recliarged... 
A  Best  Buy  Sports  Sedan.?? 

—  Cotmuners  Digest,  NovJDec.  ""91 


tiPontiac  is  truly  l)uilcUng 

some  excitement 
with  the  new  1992  Boiineville59 

—  Rocid&  Track,  Oct.  VI 

44This  year's  Bonneville  Ls  a  gem 

—  Car  aiul  Driver,  Oct.  VI 


Now,  An  Even  More 
FavoraMe  Quote: 


PONTIAC  ANNOUNCES 

2j9% 

APR   GMAC   FINANCING  ON 
19  9  2  B  O  N  N    V  I  L  L  E  .  S  S  E  ,  AND  S  S  E  i 

UP  TO  48  MONTHS* 


See  voiir  dealer  for  a  test-drive  or 
CALLTOli^FREE  1-800-7624900 

for  more  product  information  and  dealer  IcH'ations. 

*Exam|ilf:  \H  iiKinllis  iil  $22. 09  i«t  month  [mt  IIJMM)  financed.  20%  down. 
Dealer  financial  paHii  ipation  may  affect  cdii.sumer  cost.  You  mu.st  take  retail  delivery 
from  dealer  stock.  I'lii.s  finance  rate  may  not  Ik-  available  with  other  incentives. 
SiH>  your  participatiiif;  dealer  for  ijualification  details. 


BUCKLE  HP.  .XMKRICA!  «J1W1  GM  COKl'  AI.I.  R1(;HTS  RESERVED. 


PONTIAC' 


A  Higher  Level  Of  Excitement 


IHIiTcWcti 

EDITED  BY  HARRIS  COLLINGWOOD  t 

WANDERING 
WINGTIPS 

According  to  o  survey  com- 
missioned by  Los  Colinas,  a 
planned  community  near  Dallas, 
officials  at  62%  of  340  large 
companies  plan  to  relocate 
within  five  years.  Moreover, 
1 9%  of  those  surveyed  might 
leave  the  U.S.  Here  are  the  top 
reasons  for  moving 


TO  LOWER  BUSINESS  COSTS 


TO  EXPAND  THE  BUSINESS 


TO  IMPROVE  THE  WORK  FORCE 


TO  REDUCE  THE  TAX  Bin 


72% 
63% 
41% 
38% 


30% 

D*IA  1991  US  COLINAS  CORPORATE  RELOCATION  SURVEY 


IBM  RAISES 
THE  AX  AGAIN 


►  Since  its  1986  peak  of 
406.000,  IBM's  payroll  has 
shrunk  by  almost  60,000,  as 
many  employees  have  opted 
for  lucrative  early-retirement 
plans  and  other  incentives  of- 
fered by  the  beleaguered  com- 
puter giant.  But  IBM  seems 
determined  to  slash  costs 
even  more.  It's  expected  in 
early  December  to  reveal 
plans  for  cutting  as  many  as 
20,000  more  people  in  1992. 

Big  Blue's  intent  is  to  do 
more  with  less.  Wall  Street 
reckons  IBM's  1991  revenues 
will  be  down  5.57'^  from  last 
year,  generating  earnings  per 
share  of  onlv  about  18$,  ver- 
sus $10.50  in  1990.  But  the 
new  cuts,  if  they  materialize, 
might  cut  costs  by  SI  billion  a 
year.  But  iffy  demand  for 
mainframes  still  clouds  the 
outlook  for  1992. 


HOW  BIG  WILL 
MICROSOFT  GEH 


►  Will  Microsoft  monopolize? 
The  No.  1  maker  of  personal- 
computer  software  says  re- 
cent news  reports  claiming 


that  it  plans  to  capture  at 
least  70'^'  of  the  market  for 
major  applications  software 
are  off  base. 

Such  a  feat  may  be  desir- 
able, but  it's  not  realistic, 
says  Microsoft  Senior  Vice- 
President  Michael  Maples.  At 
present,  Microsoft  has  no 
more  than  33'''  of  any  catego- 
ry of  applications  for  IBM  and 
compatible  machines,  includ- 
ing spreadsheets,  word  pro- 
cessors, and  graphics. 

The  question  of  whether  it 
will  totally  dominate  PC  appli- 
cations software  is  more  than 
academic:  The  Federal  Trade 
Commission  is  studying 
whether  Microsoft's  monopoly 
in  operating  systems  gives  it 
an  unfair  advantage  in  appli- 
cations. 


SOME  NEW  BLOCKS 
FOR  BLOCKBUSTER 


►  There's  another  linkup  in 
the  entertainment  business. 
Philips  Electronics  has  agreed 
to  invest  S66  million  in  Block- 
buster Entertainment,  either 
through  a  joint  venture  or 
simply  by  purchasing  Block- 
buster stock. 

The  affiliation  is  Blockbust- 
er's first  venture  outside  its 
video  rental  business.  Block- 
buster will  promote  Philips' 
recently  introduced  Compact 
Disc  Interactive  systems  in  its 
1,934  stores.  CDI  combines  vid- 
eo, audio,  text,  and  graphics 
for  games  and  educational 
programs    and  eventually 


HOW  ABOUT  3,500  TOASTERS? 


Think  of  it  as  a  toaster  with 
courtesy  lights.  The  Bank  of 
Bloomfield  Hills,  Mich.,  is  offer- 
ing a  1992  Cadillac  Seville  to  cus- 
tomers who  buy  a  $250,000,  30- 
month  certificate  of  deposit. 

You  can  also  think  of  it  as  an 
investment  with  drawbacks.  At 
most,  the  Caddy  is  the  rough 
equivalent  of  a  6.647f  annual 
yield  on  a  CD.  When  you  take 
the  car,  the  bank  has  to  report 
the  Seville's  sticker  price — $35,575 — to  the  IRS  as  interest  paii 
all  in  one  year.  That's  why  one  potential  investor  is  waitin 
until  1992,  says  David  Provost,  president  of  the  bank. 

Maybe  the  CD  buyer  should  delay  permanently.  "Whenev( 
we've  analyzed  these  situations,  the  consumer  always  loses 
warns  Martin  Bradshaw,  publisher  of  RoteFa.r,  a  compariso 
of  CD  yields.  Bradshaw  recommends  spreading  the  $250,0C 
around  into  CDs  from  several  banks.  What  a  killjoy,  huh?  Bi 
then,  he  drives  a  Mercedes  diesel 


movies.  Such  multimedia 
products  should  give  Block- 
buster a  shot  at  new  sources 
of  revenue  as  its  core  video- 
rental  business  matures. 


MAXWELL'S  HEIRS  FACE 
LEGAL  SNARLS 


►  The  late  British  media  ty- 
coon Robert  Maxwell  may 
have  bequeathed  his  heirs 
some  nasty  legal  trouble, 
along  with  debts  exceeding  $4 
billion.  Britain's  Serious 
Fraud  Office  is  investigating 
a  complaint  by  Swiss  Bank 
Corp.  concerning  a  loan 
agreement  Maxwell  made  just 
weeks  before  his  death. 


The  dispute  concerns  th 
collateral  that  a  private  Ma; 
well  company  pledged  in  n 
turn  for  a  $98  million  loa 
from  SBC.  The  bank  says  th 
company  promised  one  set 
securities  but  delivered  an  ei 
tirely  different  and  less  vah 
able  portfolio. 

If  SBC's  charges  hold  uj 
the  bank  could  theoreticall 
force  the  private  Maxwe 
company  into  bankruptcy 
triggering  a  collapse  of  th 
whole  empire.  But  an  SB 
banker  says  that's  only 
"last  resort." 


THE  NETWORKS  ARE 
STARTING  TO  HOWL 


►  The  Big  Three  TV  network 
have  groused  about  goverr 
ment  regulation  for  years.  I 
case  no  one  paid  attention,  th 
complaints  are  getting  loude 
N"BC  has  issued  a  67-page  n 
port  warning  that  the  broac 
cast  industry  will  be  cripple 
unless  the  Feds  give  it  relie 
In  the  report,  Richard  Cotter 
XBC's  general  counsel,  tell 
the  Fecleral  Communication 
Commission  that  the  Bi 
Three  are  losing  viewers  an 
profits  at  an  alarming  clip.  0 
the  nets'  wish  list:  a  bigge 
cut  of  the  syndication  mark€  r- 
and  the  right  to  own  local  a 
ble  svstems. 


5Ctl 
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New  technology  can  seem  a  little  intimidating. 


Investments  in  information 
[echnology  have  reached  40% 
Df  U.S.  capital  spending.  Yet 
lational  productivity  has  not 
mproved  since  1973. 

So  anxiety  over  new  spend- 
ng  is  justifiable,  even  healthy 
fhe  evidence  is  that  hardware 

^  1991  Andersen  Consulting.  All  rights  reserved 


alone  doesn't  pay  off.  Which  is 
why  Andersen  Consulting  offers 
something  even  more  powerful. 

A  way  for  your  organization  to 
seamlessly  link  technology  to 
your  strategies,  operations  and 
human  resources. 

This  is  a  balanced,  realistic 


approach  that  puts  fear  where  it 
belongs.  In  your  competition. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO ,  S  C. 

Where  we  go  from  here." 


A  Step-By-Step  Guide  To 
The  Intelligent  Choice  In 
Employee  Benefits. 
The  Guardian. 

You  can  get  on  top  of  the  best  employee 
benefit  plans  in  three  easy  steps.  First, 
you  need  the  right  insurer.  One  with 
experienced  group  insurance  professionals 
who  can  show  you  benefit  solutions 
that  work  for  your  business  as  well  as 
your  employees. 

Second,  get  hold  of  the  facts  about 
The  Guardian. 

You'll  discover  The  Guardian  has  a  well- 
earned  reputation  for  flexible  plan  design, 
quick  claim  service,  and  financial  strength 
and  stability.  In  fact,  we're  one  of  only  a 
handful  of  life  insurance  companies  that 
have  earned  both  Standard  &  Poor's  and 
Moody's  Triple-A  ratings,  as  well  as  an 
A -I-  from  A.M.  Best.  So  we'll  be  around 
with  products  and  services  to  support  you 
and  your  employees  in  the  years  to  come — 
just  as  we  have  for  the  past  131  years. 

Within  Your  Grasp 

The  third  step  is  as  easy  as  the  first  two. 
Just  ask  your  Guardian  agent  or  broker 
for  more  information  about  our  fine 
Group  products:  Life,  Long  and  Short 
Term  Disability,  Dental,  Major  Medical, 
Managed  Health  Care,  and  Alternative 
Funding.  Learn  more  about  The  Guardian's 
Life  Insurance,  Disability  Income,  Equity 
Products,  or  Asset  Management.* 

Or,  reach  for  the  phone  and  call: 
1-800-662-1006. 

Be  sure  to  ask  for  a  quote  from 
The  Guardian,  The  Intelligent  Choice  in 
employee  benefits  for  everyone  who  has 
learned  the  ropes. 


^  The  Guardian' 


Tlie  Intellipipnt  (choice" 

Since  1860 


■  Equity  products  are  offered  through  Guardian  Investor 
Services  Corporation-,  a  wholly  owned  subsidiary  of 
Guardian  Life  Insurance  Company  of  America. 

©1991  The  Guardian  Lite  Insurance  Company  of  America 


EDITED  BY  STEPHEN  H.  WILDSTROM 


fILL  CONGRESS  SKIP  TOWN 

riTHOUT  BAILING  OUT  THE  BAIIOUTS? 


jjk  11  through  this  year,  Congress  and  the  Bush  Adminis- 
^tration  have  agreed  on  one  thing:  Washington  has  to 
^  restore  confidence  in  the  nation's  shaky  financial  insti- 
3ns.  But  what  began  as  a  grand  effort  to  reform  Depres- 
-era  laws  regulating  banking  has  become  a  struggle  to 
3  federal  deposit-insurance  funds  solvent.  And  as  lawmak- 
sink  into  end-of-session  infighting,  even  that  modest — but 
;ntial — goal  could  conceivably  get  lost  in  the  scuffle, 
he  Federal  Deposit  Insurance  Corp. 
is  an  infusion  of  money  for  both  the 
ig  Bank  Insurance  Fund  and  the  thrift 
nup.  The  savings  and  loan  bailout  can 
)ably  wait  until  Congress  returns  next 
r,  but  the  bif's  condition  is  critical.  New 
:  Chairman  William  Taylor  warns  that 
fund's  dwindling  reserves  could  run  out 
/earend.  The  BiF  might  then  find  itself 
ble  to  pay  off  depositors  if  hit  with  an 
nticipated  bank  failure.  Odds  are  that 
gress  will  come  up  with  extra  money, 
laps  in  the  form  of  a  temporary  stop- 
.  But  lawmakers  are  so  reluctant  to 
;  for  anything  that  looks  like  a  bank 
out  that  they  might  skip  town  and  pray 
:  the  BIF  will  make  it  into  spring. 
DED  DOWN.  The  Administration  and  Hill 
lers  agreed  months  ago  to  lend  the  BiF 
billion  from  the  Treasury.  But  that  deal 
ntangled  in  broader  issues  of  banking 
irm.  The  Treasury  wants  to  let  banks  branch  nationwide 
enter  new  markets,  such  as  investment  banking  and  insur- 
3.  But  the  House  has  already  rejected  two  reform  plans, 
h  time,  the  insurance  and  securities  industries  succeeded  in 
.ching  so  many  restrictions  that  bank  lobbyists  helped  kill 
measures.  An  exhausted  House  now  will  consider  only  a 
that  refinances  the  BiF  and  tightens  regulation  on  banks, 
he  Administration,  however,  just  won't  give  up.  While  the 
I  of  giving  banks  new  powers  is  dead,  the  Treasury  still 
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believes  that  the  Senate  will  let  banks  branch  across  state 
lines.  "In  terms  of  modernizing  banking,  that  is  probably  the 
single  greatest  step  we  can  take,"  says  Robert  R.  Glauber, 
Treasury  Under  Secretary  for  finance.  He  hopes  that  in  the 
rush  to  adjourn,  the  House  will  accept  the  provision. 

That  strategy  could  cost  the  Administration — and  the 
banks — dearly.  Bankers  fear  that  a  broad  bill  will  pick  up 
crippling  provisions.  They  got  a  nasty  scare  on  Nov.  13,  when 
the  Senate  voted  74-19  to  attach  an  amend- 
ment to  the  banking  bill  that  caps  interest 
rates  on  credit  cards  at  14%.  While  leaders 
appear  to  have  squelched  rate-cap  fever  in 
the  House,  "we  feel  like  we're  in  the  middle 
of  a  feeding  frenzy,"  says  Samuel  J.  Bap- 
tista,  president  of  the  Financial  Services 
Council.  "We  couldn't  get  a  more  poisoned 
atmosphere  if  we  tried."  Worse,  the  Trea- 
sury's one  last  swing  for  the  fences  could 
jeopardize  the  BIF's  funding  by  dragging 
out  the  debate.  With  adjournment  set  for 
Nov.  27,  "we  are  at  the  zero  hour,"  warns 
Representative  John  J.  LaFalce  (D-N.  Y.). 

The  bank  battle  has  left  little  time  for 
another  contentious  issue:  injecting  $80  bil- 
lion into  the  Resolution  Trust  Corp.  (RTC), 
which  is  running  out  of  money  needed  to 
shut  down  sick  thrifts  and  dispose  of  their 
assets.  On  Nov.  19,  the  House  Banking 
Committee  narrowly  voted  to  fund  the  S&L 
cleanup  on  a  "pay  as  you  go"  basis,  which  would  be  cheaper  in 
the  near  term — but  would  force  spending  cuts  to  cover  bailout 
costs.  No  one  wants  that,  so  "pay  as  you  go"  would  effectively 
paralyze  the  RTC,  adding  to  the  eventual  cost  of  the  cleanup. 

Conventional  wisdom  in  Washington  holds  that  Congress 
can't  leave  without  at  least  ensuring  that  the  BIF  is  funded.  To 
do  so  would  be  a  huge  gamble,  but  the  mood  at  the  Capitol  is 
so  sour  these  days  that  nothing  can  be  taken  for  granted. 

Bi/  Mike  McNamee 
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rhe  fortunes  of  Senate  Republicans 
may  be  getting  caught  in  a  vicious 
cle.  The  GOP's  poor  prospects  for  re- 
ining control  of  the  chamber  any- 
ne  soon  are  leading  some  senior 
;mbers  to  think  hard  about  retire- 
;nt  next  year.  And  with  more  incum- 
nts  deciding  to  step  down,  chances 
.e  that  the  party's  strength  will  slip 
low  its  already  paltry  43  seats. 
Right  now,  GOP  strategists  are  most 
)rried  by  Minority  Leader  Bob  Dole 
Kansas,  who  is  mulling  retirement 
ter  24  years  in  the  Senate.  Dole,  68, 
■ght  face  a  stiff  challenge  from  Dem- 
ratic  Representative  Dan  Glickman. 


The  popular  Glickman  has  hired  cam- 
paign consultant  James  Carville,  who 
is  credited  with  engineering  Democrat 
Harris  Wofford's  upset  over  Richard 
Thornburgh  in  this  fall's  special  Senate 
election  in  Pennsylvania. 

Another  senior  GOP  senator,  Warren 
Rudman  of  New  Hampshire,  has  also 
been  talking  about  quitting.  Republi- 
cans would  have  a  very  good  chance  of 
holding  that  seat  if  White  House  Chief 
of  Staff  John  H.  Sununu  runs,  as  is 
likely.  But  the  GOP  may  have  trouble 
hanging  on  to  seats  being  vacated  by 
Jake  Garn  in  Utah  and  Steve  Symms  in 
Idaho.  And  Senator  Bob  Packwood  of 
Oregon  is  regarded  as  highly  vulnera- 
ble next  year. 


PENSIONS 


A losing  record  in  court  is  driving 
the  government's  pension-insur- 
ance fund  to  seek  help  from  Congress. 
The  Pension  Benefit  Guaranty  Corp. 
was  shaken  by  a  recent  Supreme  Court 
ruling  denying  its  bid  to  move  ahead  of 
other  creditors  of  bankrupt  LTV  Corp. 
Now  the  PBGC,  which  must  pay  off  the 
beneficiaries  of  failed  pension  funds,  is 
pushing  a  bill  to  give  it  priority  over 
unsecured  creditors  in  bankruptcy.  The 
measure,  which  won't  be  taken  up  this 
year,  has  split  business.  Some  compa- 
nies feel  it  would  hurt  their  own  claims 
in  bankruptcy,  while  others  hope  it  will 
avert  a  PBGC  premium  increase. 
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JAPAN  I 


MPAN'S  BANKERS  ARE 
PULLING  IN  THEIR  NECKS 
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They're  getting  clobbered  by  bad  real  estate  loans  around  the  world  and  bankruptcies  at  home 


They're  not  much  bigger  than  shoe 
boxes,  but  the  tiny  studio  apart- 
ments Shoji  Kanazawa  once  ped- 
dled were  the  biggest  thing  going  in  Ja- 
pan's overheated  real  estate  market  of 
the  1980s.  Kanazav/a's  company,  Mar- 
uko  Inc.,  moved  31,000  of  them,  and  the 
more  it  sold,  the  more  its  bankers  want- 
ed to  lend.  Mitsubishi  Trust  &  Banking 
Corp.,  Kanazawa's  lead  bank,  funneled 
$418  million  into  Maruko.  Others  kicked 
in  $1.8  billion  more,  allowing  Kanazawa 
to  branch  out  into  Tokyo  office  towers, 
Hawaiian  property,  and  even 
fine  art. 

Then,  in  1989,  Bank  of  Ja- 
pan Governor  Yasushi  Mieno 
clamped  down  on  easy  money 
to  curb  inflationary  specula- 
tion in  real  estate  and  stocks. 
As  interest  rates  soared  from 
4.97'  to  8.9%,  condo  sales  and 
Kanazawa's  fortunes  nose- 
dived. Kanazawa  pleaded  with 
his  lenders  for  more  cash,  but 
none  would  accede.  By  last 
summer,  Maruko  was  bank- 
rupt. Says  Masayuki  Sagawa, 
a  Mitsubishi  senior  manager: 
"The  situation  was  much 
worse  than  we  expected." 
'BASKET  CASES.'  Sagawa  isn't 
the  only  Japanese  banker  ex- 
pressing shock  and  dismay 
these  days.  As  a  record-break- 
ing wave  of  real  estate-relat- 
ed corporate  failures  sweeps 
the  country  (charts),  one  bank 
after  another  is  being  forced 
to  shoulder  unprecedented 
quantities  of  bad  debts.  In- 
deed, with  the  banks  now 
holding  some  $600  billion 
worth  of  property  loans  at 
home  and  tens  of  billions 
more  abroad,  these  mammoth 
lenders  "seem  to  have  turned 
into  financial  basket  cases 
overnight,"  says  analyst  Da- 
vid Marshall  of  London's  IBCA 
Ltd.  "You're  going  to  see 
much  higher  problem  loans 
and  the  potential  for  large 


losses,"  adds  Akio  Mikuni,  owner  of  a 
Tokyo  credit-rating  agency. 

Analysts  believe  most  big  Japanese 
banks  still  have  more  than  enough  capi- 
tal and  staying  power  to  see  them 
through  their  problems.  Their  near-mo- 
nopoly on  domestic  consumer  banking 
alone  will  probably  ensure  that.  None- 
theless, the  rising  tide  of  bad  loans 
marks  a  stunning  comedown  for  the 
banks,  which  in  recent  years  muscled 
major  U.  S.  and  European  lenders  aside 
to  dominate  global  finance.  Worldwide, 


Japanese  bankers  are  now  retrenchii 
while  they  try  to  nurse  troubled  projec 
back  to  health  or  sell  them  off.  "Ai 
Japanese  firm  that  owns  real  esta 
overseas  is  being  forced  by  its  banks 
reduce  its  debt,"  says  Gary  Pinksto 
president  of  San  Francisco-based  devi 
oper  Meridian  Pacific  Ltd.  "They're  ca 
ing  loans  and  reducing  commitments.' 

The  pullback  could  mean  even  won 
news  for  the  slowing  Japanese  econom 
Just  like  their  hard-hit  U.  S.  competitor 
Japan's  banks  are  becoming  increasing 
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uctant  lo  lend.  And  while  central 
iker  Mieno  has  been  cutting  interest 
es  to  bolster  the  economy,  the  banks' 
iblems  won't  disappear  soon.  Just  the 
t  of  carrying  billions  in  bad  loans  will 
iver  "a  body  blow  to  profits,"  con- 
ies a  Bank  of  Japan  official.  Salomon 
)thers  Asia  Ltd.  analyst  David  M.  At- 
son  estimates  that  $154  billion  worth 
loans — 7%  of  total  lending — will  be 
iducing  no  income  by  the  time  the 
rent  fiscal  year  ends  next  Mar.  31. 
it  alone  could  cost  the  banks  as  much 
$11  billion  annually,  half  of  what 
commercial  banks  earned  in  the 
L  fiscal  year. 

Vith  deregulation  of  interest 
es  on  deposits  also  eating  away 
income,  some  lenders,  including 

$409  billion  Mitsui  Taiyo  Kobe 
ik  Ltd.,  may  even  post  losses, 
t  what's  troubling  the  banks 
m  more  than  deregulation  is 
nething  that  never  was  supposed 
lappen:  a  slide  in  property  prices, 
'he  value  of  land  in  Japan  soared 
the  late  1980s  to  $17.3  trillion, 
irly  six  times  Japan's  gross  na- 
lal  product.  Now,  the  figures  are 
ng  the  other  way.  James  Capel 
;ific  Ltd.  analyst  Graeme  McDon- 

says  vacancy  rates  in  some  new 
ice  buildings  in  the  Osaka  and 
cyo  areas  are  hovering  at  30%. 
ne  rents  have  dropped  as  much 

20%.  And  the  average  resale 
3e  for  Tokyo-area  condos  has  fall- 

19%  over  the  past  year,  to 
'3,000.  Average  home  prices  are 
D  off,  down  30%,  to  $423,000. 
WAOIAN  PUNCH.  Of  all  the  lenders 
3pt  up  in  the  real  estate  bust, 
le  has  been  hit  harder  than  the 
g-term  credit  banks.  Once  the 
sf  bankers  to  Japan's  top  corpo- 
ions,  they  have  had  to  search  for 
V  business  as  their  clients  have 
iwn  fat  with  export  earnings  and 
rted  tapping  capital  markets  di- 
tly.  So  the  lenders — Industrial 
ak  of  Japan  (IBJ),  Long-Term 
idit  Bank  of  Japan,  and  Nippon 
!dit  Bank — went  after  aggressive 
ck  speculators  and  property  de- 
opers.  That  shift  is  now  costing 

lenders  dearly. 

Carlier  this  year,  for  example,  the 
ig-Term  Credit  Bank  had  to  take  over 

management  of  resort  developer  EIE 
ernational  Corp.  when  it  was  unable 
pay  the  interest  on  its  $5.3  billion  in 
ik  debt.  Since  then,  the  bank  has  put 

the  block  some  $2  billion  in  resort, 
;el,  and  commercial  properties  seat- 
ed around  the  South  Pacific,  the  U.  S., 
i  Britain.  But  sales  are  going  slowly, 
the  meantime,  Long-Term  Credit  and 
lers  have  had  to  pony  up  $769  million 
finish  several  projects.  That  may  sig- 

even  bigger  troubles  ahead,  eie's 


400-room  Regent  Hotel  on  Manhattan's 
swanky  East  57th  Street  is  expected  to 
cost  $300  million— or  $750,000  a  room- 
by  the  time  it's  completed  next  spring. 
But  with  interest  payments  of  $50,000 
per  day,  the  hotel  will  have  to  keep  more 
than  half  its  rooms  full — at  a  steep  $260 
per  night — ^just  to  pay  the  bank. 

The  news  is  no  better  in  Hawaii, 
where  overbuilding  and  the  U.  S.  reces- 
sion have  hit  developers  hard.  ElE,  for 
one,  is  a  year  behind  schedule  on  a  350- 
room  resort.  Many  other  Japanese  devel- 


BAD  NEWS  POR  JAPANESE  BANKS 
BANKRUPTCIES  ARE    ...AND  PROFITS  ARE 


SOARING... 

TOTAL  IIABILITIES  IN  _ 
BANKRUPTCY  FILINGS  / 


SHRINKING 


AVERAGE  RETURN  ON 
ASSETS  FOR  MAJOR 
COMMERCIAL 
BANKS 


'92  EST.  '88 


A  BILLIONS 


i  PERCENT 


'91  '92  EST 
DATA:  IBtA  LTD ,  BW 


opers  are  in  the  same  bind.  "No  one 
expected  this  severe  an  environment  to 
develop  so  quickly,"  says  Shigeki  Matsu- 
shima,  a  senior  manager  at  IBJ,  which 
recently  stretched  out  payment  terms  on 
part  of  a  troubled  $3  billion  resort  ven- 
ture in  Oahu.  As  if  Hawaii  weren't  trou- 
ble enough,  Japanese  police  last  summer 
arrested  iBj's  top  individual  borrower 
for  bilking  the  bank  and  others  out  of 
$2.8  billion.  The  scandal  forced  Chairman 
Kaneo  Nakamura  to  resign. 
The  U.  S.  mainland,  where  the  Japa- 


nese have  lent  more  than  $25  billion  to 
developers,  is  also  becoming  a  waste- 
land. New  York  real  estate  circles  are 
abuzz  with  rumors  that  builders  are  be- 
hind in  payments  on  several  Japanese- 
backed  projects.  And  with  $250  million 
of  its  $3  billion  in  California  real  estate 
loans  listed  as  nonperforming,  San  Fran- 
cisco's $17  billion  Union  Bank,  77%- 
owned  by  Bank  of  Tokyo  Ltd.,  is  hurt- 
ing. In  the  third  quarter,  it  took  a  $90 
million  provision  against  possible  losses 
and  saw  earnings  fall  87%',  to  $5  million. 
WAIT  AND  SEE.  Such  problems  still 
pale  in  comparison  with  some  of  the 
banks'  difficulties  with  their  own  af- 
filiates at  home.  During  the  '80s, 
many  banks  set  up  finance  compa- 
nies to  handle  risky  credits  they 
normally  wouldn't  touch.  In  short 
order,  the  banks  funneled  an  as- 
tounding $312  billion  through  the 
affiliates  to  borrowers  speculating 
on  land,  stocks,  and  even  golf  club 
memberships.  Now,  the  banks  are 
bailing  the  affiliates  out.  Take  Ja- 
pan Leasing  Corp.,  4.9%  owned  by 
Long-Term  Credit  Bank.  With  $1.5 
billion  of  the  company's  $10.8  billion 
in  loans  gone  bad,  ltcb  is  seizing 
assets  to  raise  cash.  It  has  also  lent 
Japan  Leasing  $2  billion. 

Despite  the  growing  problems, 
Japanese  financial  regulators  have 
been  surprisingly  reluctant  to  order 
banks  to  begin  a  U.  S.-style  write- 
down of  bad  loans.  In  fact,  the  Fi- 
nance Ministry  actually  discourages 
banks  from  taking  charge-offs,  thus 
leaving  lenders  free  to  paper  over 
their  problems.  Instead,  regulators 
are  urging  lenders  to  sell  bad  assets 
over  several  years  to  minimize  their 
losses.  "This  strategy  has  always 
worked  in  the  past,"  says  analyst 
Marshall,  "because  land  prices  only 
fell  once  in  the  last  30  years." 

But  will  the  strategy  work  again? 
Mieno's  warnings  against  another 
property  boom  have  kept  a  lid  on 
real  estate.  And  while  big  banks 
own  $446  billion  in  corporate  equi- 
ties, enough  to  cover  as  much  as 
10%  of  their  loans,  they  are  reluc- 
tant to  sell.  The  stocks  cost  only 
$226  billion.  But  large-scale  dispos- 
als might  inflict  new  damage  on  To- 
kyo's shaky  stock  market. 

For  now,  the  banks  will  try  to  tough  it 
out  in  hopes  that  the  Japanese  economy 
and  the  international  property  market 
come  back  to  life.  "Time  is  the  greatest 
cure,"  says  John  Z.  Bulkeley,  executive 
vice-president  at  Union  Bank.  But  this 
cure  is  likely  to  take  a  lot  longer — and 
be  a  lot  more  unpleasant — than  any  of 
Japan's  lenders  ever  dreamed. 

By  Ted  Holden  in  Tokyo,  with  Rick 
Daysog  in  Honolulu  and  William  Glasgall 
iti  New  York 
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WHY  JAPAN  INC.  IS 
STEERING  CLEAR  OF  MEXICO 


( 


Investors,  still  smarting  from  spoiled  deals,  are  playing  wait-and-see — with  emphasis  on  the  wait 


Walk  through  Japan's  small  en- 
clave in  Mexico  City,  from  the 
Japanese  embassy  to  the  Ho- 
tel Nikko,  and  you'll  hear  mostly  grum- 
bling. Japanese  bankers  grouse  about 
the  hit  they  took  on  Mexican  debt.  Japa- 
nese trading  giants  wrestle  with  sour 
investments  in  Mexican  steel.  Other  Jap- 
anese lament  collapsed  deals  and  confus- 
ing laws.  They  complain  about  corrup- 
tion, unskilled  labor,  and  pothole-ridden 
highways.  Says  one  Japanese  executive: 
"We've  had  bad  e.xperiences  here." 

When  Mexico  opened  its  market  six 
years  ago,  Mexicans  expected — and 
Americans  feared — a  rush  of  Japanese 
investment.  But  Japanese  companies  are 
barely  dipping  a  toe  into  Mexican  wa- 
ters. Far  from  home  in  a  land  that  has 
dealt  them  nasty  surprises  in  the  past, 
the  Japanese  still  wonder  if  Mexico's 
modernization  is  for  real.  "There's  a  ba- 
sic lack  of  trust,"  says  Mitsuo  Sakaba,  a 
Latin  America  director  at  Japan's  Minis- 
try of  Foreign  Affairs  in  Tokyo.  "It's  a 
very  cold  atmosphere." 

Three  years  into  Mexican  President 
Carlos  Salinas  de  Gortari's  administra- 
tion, no  big  new  Japanese  player  has 
arrived.  Japan,  with  less  than  5%  of  the 


foreign  investment  in  Mexico,  still  trails 
Britain  and  Germany  and  holds  only  one- 
twelfth  of  the  U.  S.  total,  which  tops  $21 
billion.  It  all  could  change,  but  at  least 
for  now  Japan's  slow  approach  to  Mexi- 
co suggests  that  U.  S.  manufacturers 
and  policymakers  may  be  overestimating 
the  threat  of  Japan  using  Mexico  as  a 
cheap  manufacturing  platform.  Instead, 
Mexico  is  one  place  where  the  U.  S.,  with 
its  strong  cultural  ties,  still  enjoys  an 
advantage.  "The  Japanese  are  way  be- 
hind the  curve  on  Mexico,"  says  a  West- 
ern diplomat  in  Mexico  City. 

While  Americans  are  busy  positioning 
themselves  in  Mexico  in  anticipation  of  a 
free-trade  deal,  the  Japanese  are  wait- 
ing. They  want  to  see  a 
done  deal  before  commit- 
ting. And  they  know  that 
a  big  investment  rush 
south  could  spark  anti- 
Japanese  fears  in  Wash- 
ington. That,  in  turn, 
could  lead  to  high  North 
American  content  re- 
quirements in  the  free- 
trade  agreement  (FTA), 
forcing  Japanese  manu- 
facturers to  obtain  more 
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parts  locally.  But  even  with  low  barrie: 
to  trade,  Japanese  investment  in  Mexic 
is  likely  to  be  slow  and  incremental.  Ce 
tainly,  there  will  be  no  stampede.  "TI 
FTA  does  not  guarantee  trustwortl 
ness,"  says  Sakaba. 
HARD  SELL.  Japan's  reluctance  mystifi( 
Mexican  officials,  who  privately  cor 
plain  that  the  Japanese  are  backtrac 
ing.  Throughout  the  1980s,  Sanyo,  Hit 
chi,  Matsushita,  and  others  set  i;  Kt, 
assembly  plants  on  the  border.  Salini  |, 
began  trumpeting  Mexico  as  a  Pacif 
Rim  country.  As  he  moved  Mexico  t 
ward  a  free-trade  pact,  the  hope  w; 
that  the  Japanese  would  deepen  the 
presence  in  low-wage  Mexico.  Now,  ev' 
Salinas  admits  frustri 
tions.  "I  told  them  that 
they  continued  to  wa; 
they  would  end  up  wa: 
ing  forever,"  he  say 
"That  would  benefit  m 
ther  them  nor  us. 

The  only  big  JapaneJIfiii 
investor  in  Mexico  is  Ni 
san  Motor  Co.,  which  a 
rived  30  years  ago  ai 
now  represents  near 
half  of  Japan's  Mexic£ 
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FOOD  FORTHOUGHli 


Schui/i  t.miily 
hdi  prepared  lot  lu'li 
Jays,  hirihdays  .  v,(.d 
din&'i.  annivtrs.ifi*-  s, 
and  a  multitudi'  of 
other  clan  cclcbralions 
by  making  iradiiinnal 
homemade  sausaj;es 
Sausage-making 
was  a  family  affair 
that  brought  old  and 
young  into  the 
kitchen  for  aioking 
and  laughing , 
experimenting  with 
new  tastes  and  arguing 
for  old  ones. 

When  other 
families  were  making 
memories  by  churning 
ice  cream  or  dipping 
apples,  the  Schutzcs 
were  up  to  their  noses 
in  caraway  seeds  and 
garlic.  Andwc  still 
arc. 

Stop  by  for  an 
Uncle  Norm  and 
experience  the  taste! 


Another  Link 
In  The  FootI  Chain 


yiagf^  opening ot  an- 
olhtT  tine  dinmi^ 
cstabltshmtni. 
Shultzys  Uptown  Cafe 
Located  at  Third  and 
Pine,  our  newest  and 
biggest  Shuiizys  will 
open  lis  doors  on 
OL-iobcr31,19yi. 
You're  invited  to  the 
festivities! 

The  grand  opening 
celebration  starts  at 
7:00  p.m.  and  will  in- 
cJude  an  appearance  by 
a  longtime  Shuliz/s 
fan,  University  of 
Washington  football 
player  Jason  Davis 


holds  the  standing 
returd  for  consuming 
the  moM  Shultzys 
f.imnus  sausage 
s.indwiclies  at  one 
sitting,  ill',  record 
hangs  in  ihe 
prestigious  ^^huli/\\ 
Hall  of  Fame  .  lucau  d 
(n  the  Uni\ersity 
District  rcsi.iurant. 
We  welcome  anyt'ni 
who  would  like  to  take 
on  the'  champ! 

Fesli\ities  include 
live  musie.  dancing . 
and  adrawing  tor  .t 
month  oj  FREE  work- 
outs at  atiy  Scaiile 
area  Pcrrys  Gym. 
matt:  your  ailendar. 


f    I  t's  Don 

I  Schulzc.  prcs- 
idem  and  co- 
founder  of  the  Schulzc 
empire.  (Well,  we're 
almost  an  empire.) 

Shultz/s  was 
founded  by  Don  and 
his  wife,  Susan.  While 
Dun  creates  gastro- 
nomic wonders.  Susan 
runs  the  numbers. 

''^Vhi^e  I  was  check- 
ing nut  the  fcasihillty 
of  creating  a  preserva- 
tive-fret kiw  caloric 
turkey  sausage,  Susan 
was  buying  a  >K6  com- 
puter and  software  I 
think  the  computer  has 
netted  as  mfiny  pr<if- 
its!" 

Wlien  he's  not 
thinking  of  ways  to  im- 
pn-ve  his  business,  the 
community  ur  the 
envir<>nmeni.Don  i.s 
president  of  the 
Univef.^ity  Disinci 
Jayctes  rmd  driver  fur 
the  local  food  bank. 


In  business  it's  important  to  look  your 
est.  Which  is  precisely  why  Don  Schulze, 
wner  of  "Shultzy's"  started  using  Microsoft 
Publisher  for  Wintiows." 
You  see,  unlike  all  those 
other  software  applica- 
tions, Publisher  makes  it 
easy  to  create  profession- 
al quality  publications. 
So  whether  Don  is 
reparing  a  newsletter  hailing  the  sausage  of 
he  month,  redesigning  his  menu  to  include  a 
ew  nitrate -free  kielbasa,  or  simply  updating 
lis  letterhead,  business  cards  and  business 


Misher  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


forms,  he  knows  he's  always  going  to  look 
good.  And  if  you  thought  you  couldn't  do  things 
like  this,  you're  wrong.  Because  with  Publisher 
you  absolutely  can. 

Furthermore,  since  it  runs  under  the 
Windows  3.0  graphical  environment,  it  works 
less  like  a  computer  and  more  like  you. 

Get  Publisher  right  now  and  expect  a 
check  for  $10*  in  the  package.  To  learn  more, 
call  (800)  541-1261,  Dept.T54.  And  see  how 
easy  it  is  to  become  the  top  dog  in  your  field. 

Miaosoft 


fer  expires  4/30/92  or  while  supplies  last.  Umit  one  per  customer  Offer  good  only  in  the  50  Uniteii  States.  ©1991  Microsoft  Corporation.  M  rights  resenvd.  Printed  in  the  LISA  In  the  50  United  States,  call  (800)  541-1261.  Dept  T54  For  mftmnatwn 
f:  In  Canada,  call  (800)  563-9048:  outside  the  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Window^  is  a  trademark  of  Microsoft  Corporation  Companies,  names,  and  data  used  in 
'ens  and  sample  output  are  fictitious  unless  othencise  noted  Shultzys  and  Don  Schulzc's  names  used  uith  permission 
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stake.  Nissan  Mexicana  President  Shoi- 
ciii  Amemiya  says  that  despite  an  im- 
pending free-trade  agreement,  Mexico  is 
a  hard  sell  in  Tokyo.  "People  back  home 
still  don't  believe  in  Mexican  quality,"  he 
says.  Frustrated  by  the  Third  World  con- 
ditions in  Mexico,  many  Japanese  compa- 
nies still  put  their  North  American  in- 
vestments north  of  the  border.  Sony 
Corp.  considered  Mexico  for  its  $370  mil- 
lion TV  plant  but  opted  for  Volkswagen's 
shuttered  facility  in  Westmoreland 
County,  Pa.  "Labor  cost 
is  only  one  factor,"  says 
Koichi  Kawakyu,  the 
president  of  Sony's  San 
Diego-based  company. 
Display  Products  of 
America.  "We  need  more 
high-skilled  workers  and 
technicians." 

The  Japanese  also  wor- 
rv  about  Mexico's  politi- 
cal volatility.  While  U.  S. 
investors  trust  that  Mexi- 
co's market  opening  is 
definite,  the  Japanese 
aren't  sure.  American  in- 
vestors enjoy  the  compa- 
ny of  Mexico's  young  Ivy 
League-educated  rulers 
and  marvel  at  how  good 
Mexican  workers  are 
once  they're  trained.  By 
contrast,  the  Japanese 


billion,  according  to  Japan's  Foreign 
Ministry.  Mexico's  Ambassador  to  Ja- 
pan, Alfredo  Phillips,  has  been  knocking 
on  doors  in  Tokyo.  But  unlike  U.  S. 
banks  such  as  Morgan  Guaranty  Trust 
Co.  and  Citicorp,  which  have  rushed  new 
loans  into  Mexico,  Japanese  banks  are 
not  convinced.  "Our  bitter  experience  in 
the  past  discourages  us,"  says  Yukihiro 
Fujiwara,  senior  managing  director  at 
Sanwa  Bank  Ltd.  "We  cannot  forget  the 
bloodshed." 


THE  JAPANESE  THINK  FREE  TRADE  MAY  HURT  THEIR  MAQUILADORAS 


dwell  on  how  much  training  workers  re- 
quire. They  look  at  Mexico's  record 
trade  deficit  and  worry  about  inflation. 
They  wonder  who  will  follow  Salinas  in 
1994.  "Many  Mexican  Presidents  have 
been  terrific  for  the  first  three  years 
and  then,  whoosh,  they  change,"  says 
the  president  of  a  Japanese  trading  com- 
pany in  Mexico  City. 
ciUB  MEX.  The  Japanese  don't  easily  for- 
get history,  particularly  one  that  has  left 
them  with  bruises.  In  the  late  1970s,  for 
example,  oil-hungry  Japan  forged  an  alli- 
ance with  Mexico  that  guaranteed  crude 
shipments  to  Japan,  while  the  Japanese 
invested  in  Mexican  steel  works.  Mexi- 
co's booming  oil  monopoly,  Petroleos 
Mexicanos,  seemed  to  have  a  limitless 
appetite  for  steel  pipes.  But  Pemex 
bought  its  pipes  elsewhere,  and  delays 
at  the  state-run  steel  mill  pushed  up 
costs  at  the  Japanese  mills.  Then  the 
1982  debt  crisis  shriveled  local  demand. 
Today,  government  steel  mills  are  on  the 
block,  but  the  Japanese  aren't  nibbling. 
"Mexico's  not  in  the  picture,"  says  a 
spokesman  for  Kobe  Steel  in  Tokyo. 

Only  two  years  ago,  Japanese  bankers 
took  a  big  hit  in  the  U.  S.-sponsored  Bra- 
dy debt-reduction  plan,  which  forced 
banks  to  forgive  debt  or  lend  anew.  Jap- 
anese lenders  lost  some  &W  of  their 
Mexican  portfolios  in  1990,  or  about  $4.3 


Although  the  Japanese  understand 
opaque  decision-making  in  places  such 
as  Indonesia  or  Thailand,  Mexico  often 
stumps  them.  In  a  much-ballyhooed  deal 
in  1988,  Pemex  reached  a  preliminary 
agreement  with  Mitsui  Co.  for  a  $450 
million  aromatics  plant  near  Monterrey. 
Mitsui  would  build  the  plant  for  Pemex 
and  receive  payment  in  product.  Finally, 
big  Japanese  cash  was  on  line.  But  when 
the  Mexicans  brought  the  agreement 
home,  Pemex  accountants  rejected  it  as 
too  generous  for  Mitsui  and  reopened 
bidding.  France's  Spie  Batignolles 
rushed  in,  and  Mitsui,  bitter  and  con- 
fused, has  nearly  dropped  out,  say  Mexi- 
cans close  to  the  deal. 

The  postmortems  on  the  Mitsui  deal 
spread  the  blame  all  around.  U.  S.  oil- 
company  executives  say  Mitsui,  knowing 
how  eager  Mexico  was  for  Japanese  in- 
vestment, crafted  a  sweet  deal  and  got 
called  on  it.  A  Pemex  official  says  the 


Mexico's  clubby  business  and 
government  circles  favor 
Americans  who  have  long 
been  active  there 


deal  is  proceeding,  but  slowly.  And  Mi 
sui  is  waiting  "for  Pemex  to  clarify  the 
intent,"  says  a  Tokyo-based  official. 

But  Mexicans  say  that  with  the  rigl 
contacts  and  knowhow,  the  Japanes 
could  have  driven  the  deal  home.  L 
Mexico's  clubby  business  and  govert 
ment  circles,  agreements  often  need  th 
right  follow-up:  a  mixture  of  cajolin 
and  hardball  threats.  What's  more,  insi( 
ers  add,  Mitsui  worked  through  a  Mex 
can  representative  whose  political  coi 
tacts  were  passe.  Sue 
intrigues  of  dealmakin 
in  Mexico  favor  Amer 
cans  who  have  long  bee 
active  in  Mexico. 
SUSHI  RUNS.  For  now,  th 
Japanese   are  stickin 
close  to  their  maquih 
dora  base  along  the  U.  % 
border.  Sony,  Sanyo,  anW 
others  have  transfcrmelj 
Tijuana  into  the  TV-maf'^ 
ing  capital  of  the  worU 
Japanese  managers  live  i|i 
comfy  California  life  W 
Chula  Vista  and  Coron;!|' 
do,  a  short  drive  froi? 
San  Diego's  sushi  bars.ii 
But  even  in  their  boj 
der  stronghold,  the  Jap; 
nese   feel  threatenec 
Country-of-origin  rules  i 
the  free-trade  pact,  the 


fear,  could  punish  them  for  using  Asia 
parts.  Currently,  the  companies  impoij 
components  to  Long  Beach,  Calif.,  an 
truck  them  unpacked  and  duty-free  t 
Tijuana.  There,  they  assemble  TVs,  n 
frigerators,  and  other  appliances  an., 
ship  them  back  to  the  U.  S.  Japanesj 
executives  in  Tijuana  were  rattled  las 
year  when  a  visiting  Mexican  Cabin( 
secretary  remarked  that  with  free  tradi 
the  maquiladora  industry  would  disa] 
pear.  It  was  just  an  off-hand  joke.  Bi 
the  Japanese  didn't  think  it  was  funny 

Other  than  maquiladoras,  there 
Nissan.  The  auto  maker  is  plowing  |i 
billion  into  Mexico,  $400  million  of  it  intj 
a  new  export  plant  to  assemble  compa( 
Sentras  in  the  city  of  Aguascaliente; 
Nissan  says  it  does  not  plan  to  ship  car 
to  the  U.  S.,  where  the  company  alread 
builds  Sentras  at  a  plant  in  Smyrn;| 
Tenn.  Instead,  the  new  plant  will  expoi! 
to  the  rest  of  Latin  America  and,  in  ! 
bold  gamble  starting  late  next  yea' 
back  to  Japan.  Nissan  Mexicana  Pres, 
dent  Amemiya  is  betting  he  can  matcL 
Japanese  quality.  But  judging  from  tW 
mood  in  Mexico  City  and  Tokyo,  Nissa 
will  have  to  score  a  spectacular  succes] 
before  the  rest  of  the  Japanese  bet  the: 
money  on  Mexico. 

By  Stephen  Baker  in  Mexico  City  an\ 
Karen  Lowry  Miller  in  Tokyo 
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THIS  COPIER  OinUSIHI 
]2INll0niCElUltS, 

I CHRISIIUS  W  NOBODT 

REMEMBERS,  AND  A  CHI  WITH 
A  NAPOIEON  COMPIEU 


►  Ah  yes,  the  office.  Where  life  has  all  the 
predictability  of  a  soap  opera.  ►  Now  a 
Savin  Copier,  that's  something  you  can 
depend  on.  And  since  they  have  been 
known  to  last  20  years,  perhaps  the  only 
reason  you'd  need  to  replace  your  old  Savin 
is  to  get  the  full  range  capability  of  a  new 
one.  ►  Take  the  new  Savin  9710.  It  has  all 
the  features  you  need  in  this  absolutely- 
positively-have-to-have-it-now-no-excuses 

©  1991  Savin  Corporation 


business  world.  ►  Like  high  speed  and  high 
volume  performance,  with  a  3700-sheet 
paper  capacity  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  want.  Automatic  copying  from 


unburst  computer  forms  so  you  don't  have 
to  stand  there  twiddling  your  thumbs.  A 
guidance  display  so  easy  even  the  mailboy 
can  use  it.  And  a  Job  Card  System  that  makes 
tedious  copying  jobs  a  breeze,  ►  So  here  are 
two  suggestions.  Avoid  your  boss  if  you  catch 
him  with  his  hand  stuck  under  his  lapel.  And 
call  Savin  today  at  1-800-52-SAVIN,H 

sai/in 


WE  MIND  YOUR  BUSINESS. 


THERE  WHEN  IT  COUNTS. 
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I  AMERICAN  EAGLE 

iLKS  TURKEY  WITH  THE  TAIWANESE 


ipped,  McDonnell  Douglas  is  selling  40%  of  its  airliner  business 


^areth  Chang  has  been  flying 

Phigh  on  Asia.  An  18-year  veteran 
at  McDonnell  Douglas  Corp.,  the 
ese-born  Chang  is  best  known  for 
neering  a  breakthrough  deal  in  1979 
ssemble  MD-82  twin-engine  jets  in 
a.  So  why  in  recent  months  was 
ig  showing  up  in  Taipei  at  swank 
lurants  with  Taiwanese  officials? 
nd  the  scenes,  the  McDonnell  Doug- 
ice-president  was  working  on  a  big- 
deal:  The  company  confirmed  on 
,  19  that  it  is  selling  uj)  r 
0%  of  its  airliner  busi- 
for  $2  billion  to  Taiwan 
)space  Corp.,  a  new  gov- 
lent-backed  group, 
le  buy-in  would  be  the 
;est  move  so  far  by 
ns  into  the  U.  S.  corn- 
eal jet  business.  Cash- 
they  are  eager  to  bite 
I  big  piece  of  the  indus- 
long  a  U.  S.  export 
ighold.  "What  the  talks 
Taiwan  Aerospace  rep- 
nt  is  the  recognition 
the  Asia  Pacific  is  com- 
into  its  own,"  says  the 
3ar-old  Chang. 
)r  McDonnell  Douglas,  a 
mt  third  in  its  industry, 
sale  is  a  matter  of  sur- 
I.  The  company's  debt  is 
$4.8  billion,  up  from  $2 
)n  in  1986,  and  it  an- 
iced  plans  last  year  to 
,ce  its  head  count  by  up 
7,000  workers.  "We  are 
,ng  to  potential  partners 
can  offer  low-cost, 
-quality  production  and 
ss  to  their  markets  in 
region,"  explains  CEO 
1  F.  McDonnell. 
HT  BOOM.  McDonnell  Douglas  is 
lly  alone  in  turning  to  Asia.  In  May, 
dog  Boeing  signed  a  contract  with 
e  Japanese  powerhouses — Mitsubi- 
Heavy  Industries,  Kawasaki  Heavy 
istries,  and  Fuji  Heavy  Industries — 
ing  them  "super  subcontractors"  for 
Boeing  777.  Even  No.  2  Airbus  In- 
;rie  is  making  overtures,  a  big  switch 
Luse  its  four  European  partner  com- 
es have  so  far  kept  all  the  work  for 
nselves.  Airbus  hopes  the  Japanese 
help  develop  the  Super  Airbus,  a 


plane  with  600  to  700  seats  proposed  for 
production  later  in  the  decade. 

Air  travel  in  Asia  is  booming.  A  Mc- 
Donnell Douglas  study  predicts  that  pas- 
senger traffic  within  the  Far  East  and 
across  the  Pacific  will  grow  10%  to  12% 
annually  for  the  next  20  years.  Malaysia, 
Thailand,  and  Indonesia  are  beefing  up 
their  airlines.  "By  2010,  passenger  traf- 
fic in  this  region  will  roughly  equal  that 
of  the  U.  S.,"  says  Adam  M.  Pilarski, 
McDonnell's  chief  economist. 


Gareth  Chang  avoided  riling  Be 
but  the  deal  rings  alarms  in  the 


The  Asians  want  a  big  role  in  that 
market.  Taiwan's  government,  in  partic- 
ular, has  a  grand  vision  to  become  a 
world  player  in  avionics,  airframe  con- 
struction, and  aircraft  design  through 
Taiwan  Aerospace.  As  they  did  success- 
fully in  the  computer  industry,  the  Tai- 
wanese hope  to  wed  public  and  private 
sectors  to  provide  capital  while  counting 
on  partnerships  with  foreign  companies 
such  as  Mc£)onnell  Douglas  for  ad- 
vanced technology.  Taiwan  can  also  pro- 
vide plenty  of  U.S.-trained  engineers. 


"It's  hard  to  find  a  guy  there  without  a 
PhD,"  says  Chang,  who  holds  an  MBA 
from  Pepperdine  University. 

Until  now,  Taiwan  Aerospace  has 
been  a  fledgling  player.  It  has  a  mere  40 
employees  and  only  recently  bought  a 
factory  in  the  city  of  Taichung,  home  of 
Taiwan's  defense  industry.  Once  the  Mc- 
Donnell Douglas  deal  is  signed  in  Janu- 
ary, Taiwan  Aerospace  expects  a  rush  of 
investment  from  Taiwanese  corporate 
shareholders,  who  "all  have  deep  pock- 
ets," says  Denny  Ko,  the  company's 
president.  To  create  an  Asian  consor- 
tium, McDonnell  Douglas  is  hoping  to 
sell  an  additional  9%-  interest  to  other 
players,  possibly  Japan's  Mitsui  &  Co. 
and  Singapore's  Aerospace  Ltd.  The  new 
team  will  help  build  the  MD-12  jumbo 
jetliner.  This  widebodied  trijet  would 
rank  as  the  world's  farthest-flying  air- 
craft. With  a  range  of  9,200  miles,  it 
would  be  ideal  for  globe- 
trotting Asian  executives. 
CREATING  RIVALS?  The  pro- 
posed sale  has  its  critics, 
however.  Some  argue  that 
McDonnell  Douglas  is  creat- 
ing what  will  ultimately  be  a 
flock  of  competitors.  "We 
need  to  look  at  the  costs  of 
losing  critical  industries," 
says  Kevin  L.  Kearns,  a  fel- 
low at  the  Economic  Strate- 
gy Institute  in  Washington. 
The  deal  is  already  raising 
alarm  bells  in  the  U.  S.  be- 
cause it  involves  the  sale  of 
assets  in  a  key  industry  to  a 
foreign  government. 

The  U.  S.  government  can 
block  a  deal  if  it  threatens 
national  security.  To  blunt 
criticism,  McDonnell  Doug- 
las announced  earlier  this 
month  that  it  is  splitting 
apart  its  commercial  and 
military  aircraft  activities. 
Also,  final  assembly  of  the 
MD-12  will  take  place  at  a 
plant  to  be  built  in  the  U.  S. 
The  company  is  looking  at 
nine  possible  sites. 

There's  a  risk  that  even 
by  throwing  production  Tai- 
wan's way,  McDonnell  Douglas  still 
won't  pick  up  major  orders  from  the  re- 
gion. But  the  smooth-talking  Gareth 
Chang  is  ready  to  meet  that  challenge. 
Despite  the  longstanding  tension  be- 
tween Taiwan  and  China,  he  somehow 
managed  to  line  up  the  deal  with  Taiwan 
Aerospace  without  as  much  as  a  peep 
from  Beijing.  With  those  negotiating 
skills,  the  rest  may  come  easy. 

By  Dinah  Lee  in  Hong  Kong,  Chris 
Brown  in  Taipei,  and  James  E.  Ellis  in 
Chicago,  with  bureau  reports 
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WHAT  A  FREE  UKRAINE 
COULD  COST  THE  SOVIET  UNION 


EDITED  BY  STANLEY  REEl 


In  the  Ukraine,  a  cutback  of  oil  from  the  Russian  republic 
has  already  hampered  this  year's  corn  harvest,  and  sugar 
mills  are  grinding  to  a  halt  because  of  a  lack  of  spare 
parts.  But  Ukrainians  are  pressing  ahead  with  independence 
from  their  Russian  neighbors,  whom  they  have  viewed  as 
oppressors  since  the  days  of  the  czars.  In  a  referendum  sched- 
uled for  Dec.  1,  they  are  likely  to  vote  overwhelmingly  for  full 
secession.  "The  Ukraine  must  take  its  place  in  Europe,"  vows 
Ukraine  parliamentary  Chairman  Leonid  Kravchuk,  who  is 
expected  to  be  elected  President  at  the  same  time. 

The  breakaway  of  the  No.  2  Soviet  republic — in  both  popula- 
tion and  economic  clout — will  be  a 
death  blow  to  President  Mikhail  Gor- 
bachev's efforts  to  rebuild  a  united 
Soviet  state  on  the  ruins  of  the  for- 
mer Soviet  Union.  Boris  N.  Yeltsin, 
President  of  the  Russian  republic, 
has  already  done  grave  damage  with 
his  decrees  aimed  at  grabbing  con- 
trol of  natural  resources.  Without 
the  Ukraine,  Gorbachev  and  Yeltsin 
will  be  left  vying  for  control  of  Rus- 
sia and  a  grab  bag  of  impoverished 
Asian  republics. 

BORDER  SCUFFLES.  The  Ukraine's  de- 
parture will  also  hurt  Russia  eco- 
nomically. The  Ukraine  has  long  provided  the  Soviet  Union 
with  33''c  of  its  steel,  25%  of  its  coal,  Q07'  of  its  corn,  and  25% 
of  its  wheat.  But  soon,  according  to  Kravchuk,  a  wily  former 
Communist  boss,  Russia  will  have  to  pay  world  prices  for 
Ukrainian  goods  and  deal  with  it  as  a  sovereign  state.  By  the 
end  of  1992,  Kravchuk  plans  to  have  a  Ukrainian  currency,  the 
grivna,  and  a  400,000-strong  national  army. 

A  trade  war  is  already  raging  between  Russia  and  the 
Ukraine,  which  has  52  million  people.  Motorists  in  Kiev  now 
have  to  wait  all  night  to  fill  up  their  tanks,  because  Russia  is 
curbing  supplies  of  oil — along  with  timber  and  natural  gas.  At 
new  customs  posts,  Ukrainian  border  guards  stop  vegetables 


and  machinery  bound  for  Russia.  The  Ukrainians  are 
bickering  with  Russia  about  paying  off  Soviet  debt  to  tl 
West.  Before  agreeing  to  share  in  this  burden,  they  wa: 
assurances  that  Russia  will  respect  their  independence. 

This  skirmishing  is  just  the  beginning  of  a  chain  reactio! 
likely  to  be  unleashed  by  the  Ukraine's  independence.  Russii 
has  already  announced  that  it  will  respond  to  a  Ukrainia; 
currency  with  one  of  its  own.  Kazakhstan  may  create  its  owl 
army.  Soon,  Western  observers  note,  nearly  all  former  Sovi^ 
republics  could  boast  their  own  armies,  money,  and  not-neces 
sarily-responsible  governments. 

That  will  have  scary  strategic  i 
plications.  While  the  Ukrainian  pa 
liament  plans  to  ratify  the  start  an| 
Conventional  Forces  in  Europe  arm; 
control  accords,  the  U.  S.  is  still  ne: 
vous  about  the  nuclear  aspects  of 
Soviet  breakup.  There  may  have 
be  new  rounds  of  talks  with  Kazak 
Stan  and  the  Ukraine  over  arms  co 
trol.  But  at  present,  the  Ukraine 
saying  it  will  turn  itself  into  a  n^ 
nuke  state  by  1995,  mainly  by  di 
stroying  or  shipping  strategic  mi: 
siles  to  Russia. 

Immediately  after  the  referendu 
and  elections,  the  new  Ukrainian  President  will  apply  f 
International  Monetary  Fund  and  World  Bank  membersh: 
and  try  to  sidle  up  to  the  European  Community.  A  privatiz; 
tion  program  is  likely  to  follow.  But  the  cost  of  Ukraini: 
independence  will  prove  high.  The  fear  in  Kiev  is  that  Russ 
will  react  with  an  economic  blockade,  which  would  worsen  th: 
winter's  shortages  and  provoke  clashes  between  Ukrainia; 
and  the  republic's  11  million  ethnic  Russians.  But  if  cool  heai 
prevail,  the  Ukraine's  independence  could  mark  the  end 
fruitless  efforts  by  Moscow  to  salvage  its  empire.  Only  the: 
over  time,  can  the  former  republics  form  viable  new  links. 

By  Rose  Brady  in  Kit 
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CHINA 


In  the  wake  of  Secretary  of  State 
James  A.  Baker  Ill's  disappointing 
Beijing  visit,  the  Bush  Administration 
and  U.  S.  Customs  Service  are  at  odds 
over  their  approaches  to  China.  Cus- 
toms wants  to  hold  the  Chinese  ac- 
countable for  trade  violations,  includ- 
ing using  prison  labor  and  violating 
textile  quotas.  But  the  Administration, 
trying  to  keep  trade  doors  open,  is  dis- 
couraging disclosure  of  damaging  in- 
formation on  China.  It  is  dragging  its 
feet  on  authorizing  Customs  to  hire 
new  investigators  in  Hong  Kong,  while 
the  State  Dept.  is  slow  to  hand  over 
information  on  problem  Chinese  fac- 


tories. "Cracking  down  on  China  isn't 
what  you'd  call  a  career-friendly 
move,"  says  one  customs  officer. 

Ignoring  the  White  House,  Customs 
is  pressing  ahead  with  investigations 
of  imported  Chinese  garments  bearing 
false  country-of-origin  labels.  Customs 
sources  predict  a  surge  in  raids  on  Chi- 
nese-controlled companies  in  the  U.  S. 
thought  to  be  violating  quotas. 

SAUDI  ARABIA  ^_ 

Conservative  Arab  oil  states  are 
softening  their  once-rigid  anti-Is- 
raeli line.  Kuwait  now  does  business 
with  companies  on  the  Arabs'  boycott 
list,  saying  it  needs  all  the  help  it  can 
get  rebuilding.  The  winds  of  change 


are  also  sweeping  Saudi  Arabia,  whose] 
population  is  among  the  most  tradition- 
al in  the  Muslim  world.  In  a  wide-rang 
ing  TV  policy  address  on  Nov.  14,  Kin 
Fahd  spoke  out  in  support  of  the  Ma- 
drid peace  talks  and,  in  a  first  for 
Saudi  king,  mentioned  Israel  by  name] 
several  times.  There  was,  said  Fahd,] 
"no  alternative  to  peace."  Days  later, 
the  kingdom's  top  religious  leader 
Sheikh  Abdul  Aziz  bin  Baz,  backed  th 
Saudi  decision  to  sit  at  multilateral 
peace  talks  with  Israelis,  noting  thai 
Jews  had  been  early  supporters  of  the] 
prophet  Muhammad.  Fahd  is  als 
pledging  cautious  moves  toward  de- 
mocratization by  unveiling  plans  for 
consultative  assembly  next  January. 
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The  first  computer  to  understand 
you  dont  just  have  a  job. 

^u  have  a  hfe. 

[ 
» 

I 

I 


11  n 


By  now,  you've  probably  discovered  the  newest 
national  pastime — trying  to  strike  a  better  balance 
between  the  work  you  do  and  the  life  you  lead. 

To  help  you  get  there,  weVe  created  the  IBM 
PS/1.™  It's  designed  to  let  you  work  where  your  life 
is. The  PS/1  runs  WordPerfect,®  Lotus®  1-2-3® 
and  other  popular  business  software.  Some  models 
even  come  with  386 ™SX  power  and  Microsoft® 
Windows.™  Because  it's  from  IBM,  tlie  PS/1  is  prob- 
ably compatible  with  your  office  computer.  And 
it's  also  compatible  with  people.  It's  amazingly  easy 
to  set  up  and  use.  It  expands  to  meet  all  your 
growing  needs.  And  starting  at  $999,*  the  PS/1  is 
affordable,  especially  with  the  priceless  service 
and  support  of  IBM. 

After  all,  if  we  can  admit  there's  life  outside 

Ithe  office,  maybe  its  time  you  did. 
For  a  store  near  you,  caU  1  800  IBM-3377. 


"Prices  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/1 
a  trademark  of  International  Business  Mactiines  Corporation  WordPerfect  is  a  registered 
trademark  of  WordPerfect  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus 
Development  Corporation  386  is  a  trademark  of  Intel  Corporation.  Microsoft  is  a  registered 
trademark  and  Windows  a  trademark  of  Microsoft  Corporation  ©1991  IBM  Corp 
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from  celebrities. 
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A  Divine  Wreatli 

"The  Ramona  Love  Letter,"  $100, 
available  from  the  Herman  Valdez  Fruit 
Stand.  (505)  852-2129. 


Duck  Decor 

Hand-crafted  decoys,  $40,  made  from 
actual  golf  club  heads.  Available  from 
Austad's.  (800)  759-4653. 


Mapzioe  Frescriptiflo  ► 

The  American  Magazine,  an  illustrat- 
ed history,  by  Amy  Janello  and  Brennon 
Jones.  Published  by  Abrams,  $(i(). 

<  Oiiiiier  Hells 

Plates,  $150  each,  at  Gump's. 
(415)  982-1616.  Napkin  ring  by  Mark 
Rossi,  $18,  at  Bergdorf  Goodman. 
(212)  872-8678. 
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CROSS 

SINCE  1B46 


FOR  A  CROSS  SIGNATURE  DEALER  CALL  1-800-654-3880   UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE. 
SUGGESTED  RETAIL  PRICES  FOR  CROSS  WRITING  INSTRUMENTS  FROM  $14  50  TO  $L000  00 


Learning  tlii;  Ropes  ► 

Will  Rogers  Rope  Tricks.  $24.95.  Rope 
included.  Trick  and  Fancy  Roping  Made 
Easy  video,  $29.95.  Both  are  available 
from  Rough  Out.  (800)  835-8929. 


Case  Works 

Briefcase,  $2,000,  available  from 
Goldpfeil  Boutique.  (800)  486-FiLE. 
Maize  handbag  by  Goldpfeil,  $1,050, 
available  from  Barneys  New  York. 
(212)  929-9000. 


1- 


WATCH  THIS 


•  Cartier's  water- 
proof Steel 
Pasha,  $7,200. 
comes  with  an 
all-steel  or 

.  leather  band, 
available  at  all 
fine  jewelry 
stores  nation- 


'Noblia's  Curved 
Case  Sapphire 
watch,  $195, 
available  at  all 
fine  jewelry 
stores  nation- 


»TAGHeuer's 
Professional 
Sports  Watch, 
$1,895,  avail- 
able at  all  fine 
jewelry  stores 
.nationwide. 

•  Red  Velvet  Pop 
Swatch.  $40. 
available  at  all 
fine  jewelry 
stores  nation- 
wide. ' 


Black  umbrella,  $20,  at  the  MoMA 
Design  Store.  (800)  447-6(i62.  Red,  $295, 
at  Goldpfeil.  (800)  48(>F1LE.  Plaid  flan- 
nel, $45.  at  Barneys.  (212)  929-9000. 


» This  Braun 
watch.  $185. 
was  designed 
by  Dieter 
Rams.  It  is 
available  from 
the  MoMA 
Design  Store. 
(800)  447-66(i2. 
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Life  is  full  of  compromises. 
But  why  start  before  breakfast. 


he  Braun  shaver  is 
ughtfully  designed  to  be 
;ompromising  in  every 
pact. 

bull  notice  it  has  a  curved, 
I  profile,  rather  than  a 
kier  one.  To  fit  the  face 
comfortably  as  the  hand. 


While  some  shavers  may 
offer  you  only  one  shaving 
position,  the  Braun  has 
three  positions.  So  you  can 
achieve  more  precise 
results— even  on  the  difficult 
areas  of  your  face. 

What  you'll  also  appreciate 


is  that  the  shaver's  foil  is 
coated  in  platinum.  To  help  it 
glide  smoothly  evenly  — 
almost  effortlessly 

To  experience  it,  is  to 
understand  why  Braun  is  the 
world's  number  one  selling 
foil  shaver. 


Of  course,  when  you  start 
the  day  without  compromis- 
ing, you  may  be  less  willing 
to  do  so  later  on. 

BRflun 

Designed  to  perform  better. 
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Sipinf  in  tlie  Raio  ^ 

Water-proof  notepads,  $12.95  and  $3.95, 
from  Rough  Out.  (800)  835-8929. 
Neoprene  personal  organizer,  $49.95, 
by  I.D.  Design,  at  Dot  Zero. 
(212)  533-8322.  NASA's  official  space 
pen,  $15,  at  the  MoMA  Design  Store. 
(800)  447-6662. 


Good  Marks  A 

Bookmarks  by  Mark  Rossi,  $16.  They 
retail  at  Adrien  Linford,  (212)  289-4427, 
and  the  Annex  Cookery,  (412)  621-6215. 


Photo  Opportiinitf 


Minolta's  Maxim  7X1  can  auto-focus 
from  every  angle  and  calculate  the  speed 
of  moving  objects.  It  retails  for  $820. 

<^  Mum  (llohs 

Antique  golf  clubs,  available  from 
Austad's.  (800)  759-4653.  Putter,  $100; 
long-nose  club,  $110. 


FIT  TO  BE  TRIED 

» 730e  Dual-Action  Climber  This 
offers  lower-body  and  upper-body 
benefits  simultaneously,  and  is 
easier  to  use  than  a  regular  stair- 
climber.  Electronic  feedback 
includes  readouts  of  time,  dis- 
tance, and  calorie-burn.  About 
$650.  Precor,  (800)  4-PRECOR. 

» CombiCycle  EX-80  After  you  clip 
on  the  medicaUy-accura,te  pulse 
monitor  and  punch  in  age,  sex,  and 
exercise  time,  you  just  pedal  and 
the  EX-80  does  the  rest.  The  resis- 
tance automatically  slackens  or 
increases  to  keep  you  on  target.  , 
Under  $1,200.  CombiCycle, 
(800)669-6372. 

•  Fitness  Master  340  This  is  an 
extra-smooth,  exceptionally  well- 
styled  skier  that's  as  easy  to  use  as 
it  is  to  look  at.  It  features  a  heavy- 
duty  frame  and  adjustable,  resis-^ 
tance  for  both  arms  and  legs.  The 
LCD  monitor  scans  step  count, 
elapsed  time,  and  approximate 
calorie  usage.  About  $450.  Fitness 
Master,  (800)  328-8995. 

» 9.3s  Low-Impact  Treadmill  This 
high-tech  machine  features  a  . 
newly-patented  shock  absoi-ption 
system  that  reduces  the  impact  of 
regular  running  by  60%.  Easy-to- 
use  electronics  give  feedback  on 
time,  distance,  speed,  incline  (up 
to  an  8%  grade)  and  calorie-burn, 
along  with  automatic  interval 
training  programs  for  optimal  car- 
diovascular conditioning.  About 
$3,700.  Precor,  (800)  4-PRECOR. 

—Patrick  Netter 
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During  this 
holiday  of  excesses 

may  we  suggest 
you  take  a  moment 

to  think  about 

QUALITY 
OVER  QUANTITY. 


Anlhoey  Hopkins,  actor 

Describe  my  sweater?  It's  a  tan  cardigan  made  from  good  Scottisii  wool.  There  are 
two  pockets  and  five  buttons  with  corresponding  holes.  I  wore  it  in  A  Change  of 
Seasons,  a  picture  I  did  in  1980  with  Shirley  MacLaine.  It  was  a  piece  of  wardrobe  [for 
the  film]  that  I  walked  off  Vv'ith.  When  I  put  it  on,  I  feel  an  agreeable  ease,  a  degree  of 
comfort.  I've  had  it  for  nearly  twelve  years,  and  it  seems  to  be  holding  up  rather  well. 
Not  that  it's  especially  remarkable-looking.  I  don't  recall  its  ever  being  complimented.  I 
doubt  that  anyone  else's  appearance  would  be  enhanced  by  it  either.  The  sweater  itself 
might  become  more  exciting  were  someone  like  Michelle  Pfeiffer  to  wear  it  as  a  single 
garment.  Just  a  thought.  ►  byMarionLong 
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Dave  Stewart,  attilete 

My  favorite  sweater  is  a  white  button- 
up  cardigan,  with  gray  and  khaki-colored 
triangles  along  its  border.  It  was  a  gift  to 
me  from  my  wife,  Vanessa,  about  six  years 
ago.  I  just  love  it.  It's  the  kind  of  thing 
you  always  hope  you  can  find:  a  piece  of 
clothing  that  you  really  feel  good  in,  that 
you  think  looks  good,  and  that  you  can 
wear  whenever  you  feel  like  it.  That's 
probably  the  thing  I  like  best  about  the 
sweater:  its  versatility.  I  can  wear  it  with 
dress  slacks  and  a  nice  shirt,  or  with  jeans 
and  something  simple.  I  wear  the  sweater 
nearly  all  the  time,  both  during  the  day 
and  at  night.  I've  worn  it  in  all  kinds  of 
places,  to  all  kinds  of  events,  in  all  kinds 
of  moods,  and  I've  always  felt  good  in  it, 
and  dressed  appropriately.  I've  had  it  for  a 
while  now,  and  I  plan  to  hang  onto  it  for 
as  long  as  it  holds  together.  Also,  my 
favorite  girl  looks  great  in  my  favorite 
sweater. 

Elaine  Carzarelli,  market  analyst 

My  navy  blue  sweater  was  a  birthday 
present  from  a  girlfriend.  1  like  the  color, 
length,  and  texture.  I  was  wearing  it  when 
I  received  a  telephone  call  from  Cable 
News  Network's  "Money  Line" — they 
asked  me  to  appear  on  the  show  that 
evening.  In  a  rush,  I  went  to  the  studio 
with  the  sweater  on  and  appeared  that 
night  with  it  on.  This  was  the  show  when 
I  predicted  that  the  stock  market  would 
crash  a  week  later.  I've  had  the  sweater 


Garzarelii  had  her  swe^^r  on  when  sh@ 


for  five  years  and  plan  to  wear  it  until  it 
wears  out.  My  friends  like  the  sweater, 
but  no  one  else  is  allowed  to  wear  it. 
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m  ionagliaii,  tmsinessman 

The  sweater  I  have  in  mind  is  one  my 
ife  made  for  me  when  we  first  got 
arried.  My  wife's  quite  a  fantastic 
litter  and  crocheter — really  great — but 
e  wasn't  very  great  at  knitting  at  that 
ne.  I  think  she  learned  on  this  sweater. 

I  picked  out  the  color;  it  was  sort  of  a 
ay-green  color.  And  she  worked  on  that 
ing  for  the  longest  time.  It  might  have 
arted  out  as  an  idea  for  a  Christmas 
e.sent,  or  a  birthday.  I  don't  remember 
actly,  but  it  became  such  a  long-term 
oject  that  the  original  timing  got  put 
ide.  She  worked  on  it  for  the  longest 
Tie.  And  it  turned  out  to  be  such  an 
credible  thing.  One  of  the  arms  was  so 
g  I  could  almost  get  a  leg  into  it.  1  tried 

pretend  that  it  was  okay,  although 
lyone  with  two  eyes  could  see  the 
uth.  I  wore  it  once — or  should  I  say,  I 
ied  to  wear  it — we  went  somewhere 
id  I  was  in  it — and  then  I  never  saw  it 
iain.  And  she  absolutely  will  not  admit 
at  she  threw  it  out.  At  that  time  we 
k'ed  in  a  little  trailer,  so  I  know  it 
luldn't  have  just  disappeared.  That  was 
I  years  ago,  in  1962,  and  it  still  comes 
)  between  us  in  conversation  every 
ice  in  awhile.  It's  my  favorite  sweater 
;cause  just  to  think  of  it  makes  me 
ugh  and  think  of  my  wife. 


j  Kocli,  lawfer 


My  favorite  sweater  is  the  Irish 
irtleneck  fisherman's  sweater  that 
purchased  in  Ireland  when  I  visited 
lat  country  during  my  first  term  as 
ayor.  As  St.  Patrick's  Day  approaches 
ich  year,  I  am  always  asked  by  New 
arkers  if  I  will  be  wearing  my  Irish 
veater  on  March  17.  I  have  indeed 
orn  it  every  year  while  marching  up 
ifth  Avenue  in  the  St.  Patrick's  Day 
irade  and  have  such  a  special  fondness 
>r  it  since  that  is  always  such  a 
onderful  day  in  New  York.  * 


When  did  you  discover  Jack  Daniel  s  Whiskey'  if  you  recall,  we  d  appreciate  your  dropping  us  a  line 

All  of  US  at  Jack  Daniels  hope  y( 
Christmas  will  be  one  of  the 
best  in  memory.  And,  if  there 
are  gifts  of  our  Tennessee 
Whiskey  under  the  tree, 
we  hope  one  of  them  will 
have  your  name  on  it. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40  43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lerr  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  tn  the  National  Regtsterof Historic  Places  by  the  United  States  Government. 
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tems.  It  can  be  as  simple  as  plugging  any  modern  television  mon-  A 
itor/receiver  into  an  existing  stereo  system  or  as  complex  as 
building  a  dedicated  $40,000  home  theater,  complete  with 
movie-size  projection  W.  half  a  dozen  Surround-sound  speakers, 
free  popcorn,  and  special  effects  more  impressive  than  the  Roxy's. 

"Audiovisual  is  the  most  exciting  thing  happening  in  con- 
sumer electronics,"  says  Kenneth  Furst  of  Denon  .America.  "The 
cheapest  thing  you  can  do — and  if  you  don't  do  it  you're  crazy — 
is  hook  up  your  television  to  play  through  your  hi-fi  system.  It'll 
cost  you  $5  [for  the  cables]  at  Radio  Shack." 

©ome  new  generation  hi-fi  audio  receivers,  though 
they  cost  $700  and  up  rather  than  $5,  already 
include  the  circuitry  to  process  video  signals 
enhanced  by  Dolby  Pro-Logic.  The  resulting  sound 
doesn't  simply  issue  in  stereo  from  a  room-encircling  ring  of 
Surround  speakers  but  actually  "follows"  the  movie's  action  and 
special  effects.  (Dedicated  Surround-sound  amplifiers  are  also 
available  from  a  variety  of  manufacturers,  to  add  onto  an  already 
existing  hi-fi  system.) 

"Anybody  who  spends  $1,200  or  more  for  a  hi-fi  system  and 
doesn't  have  Surround  sound  is  missing  the  best  way  to  spend 
money,"  says  Cambridge  Soundworks'  Henry  Kloss,  a  hi-fi  and 
audiovisual  innovator  and  inventor.  "Any  home  theater  will  have 
it,  but  I'm  talking  solely  of  using  it  for  music.  Two  very  small 
speakers  added  to  a  regular  "stereo"  system  make  a  much  bigger 
difference  than  going  from  $500  to  $1,500  speakers." 

Take  a  giant  leap  from  three-digit  dollars  and  you're  into 
another  small  but  rapidly  expanding  hi-fi  trend  called  "custom 
install."  where  pricetags  come  with  five  figures.  Traditional 
audiophiles  delight  in  the  recording-studio  look — shelves  of 


JBL  250-TI  Signature  Series  speakers 
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Pioneer's  multi-disc  player  is  designed  to  play  up  to  five  compact  discs  lij 
and  one  12-inch  LaserDisc  consecutively.  It  retails  for  S700. 


winking,  humming  metal  boxes  bracketed  by  loudspeakers  the 
size  of  steamer  trunks — but  a  growing  number  of  homeowner; 
want  the  equipment  (particularly  the  speakers)  out  of  sight.  So  i 
some  builders  and  specialty  installers  are  wiring  new  and  remod- 
eled luxur\'  homes  for  totally  hidden  stereos,  usually  in  combina-l 
tion  with  a  dedicated  home-theater  room.  Speakers  are  built  into 
the  walls,  electronics  are  shelved  in  discreet  cabinets,  screens  dis-  ^ 
appear  into  the  ceiling,  and  wiring  netu'orks  buried  in  the  wall^v  ; 
spread  sound  to  every  room  in  the  house — typically  with  small  • 
keypads  everywhere  for  remote  control  of  the  master  system.  .; 

Stereo  is  also  spreading  throughout  the  home — as  well  as  ■ 
vacation  house,  dorm  room,  and  office — of  the  committed  listen- 
er.  thanks  to  the  proliferation  of  complete  mini-systems  of  true]  u) 
hi-fi  components  far  smaller  and  lighter  than  the  traditional! 


i 


industrial-strength  black  boxes  and  loudspeakers.  Mini-systems 
are  sold  as  complete,  fit-together  units — amplifier.  CD  player, 
AM/FM  tuner,  remote  control,  speakers,  sometimes  a  tape  deck  W 
as  well — and  are  small  enough  to  lug  straight  home  from  the!  '  (J 
store  and  even  to  move  from  room  to  room  as  desired. 

Don't  confuse  mini-components 
with  inexpensive,  integrated  "rack  sys- 
tems." often  sold  by  department  stores 
and  mall  merchants.  Too  many  rack 
systems  are  characterized  by  dazzling 
face-plate  displays — multi-colored  lights,  cheap  tuning  meters.  a|  |«s 
plethora  of  knobs — hiding  a  chassis  filled  with  a  little  cheap  cir-,  t  ^ 
cuitry  and  a  lot  of  air.  "They're  quality  boomboxes."  savs  one 
audio  executive.  j 

The  most  prominent  hi-fi  buzzwords  this  year  involve  new,  -l 
"signal  sources" — DAT  (digital  audio  tape).  DCC  (digital  com- 
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"I  hate  missing  an  important  call  as  much  as 
I  hate  missing  a  shot. 

"That's  why  whenever  I'm  out,  I  rely  on  the 
durability  of  my  Motorola  cellular  phone. 
They're  built  to  take  whatever  1  dish  out. 

"It's  the  way  smart  people  stay  on  top 
ot  their  game." 


(M)  MOTORGLA 

Cellular  Telephones 

Technology  that  can  take  it. 
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pact  cassette)  and  recordable  mini-discs.  Unfortunately,  they  also 
offer  new  opportunities  for  consumer  confusion.  "CD  was  a  god- 
send to  consumers."  Richard  Frank  points  out.  "Buyers  could  see 
and  hear  the  difference."  But  none  of  the  new  signal  sources  will 
sound  any  cleaner  than  CDs  already  do.  .\nd  all  will  require  the 
purchase  of  at  least  some  new  componentry.  Another  new  high- 
tech acronym  is  DSP — digital  signal  processing.  It  is  typically 
offered  as  a  feature  of  more  expensive  hi-fi  receivers. 
Microprocessors  massage  the  sound  of  a  CD  so  that  at  the  turn  of 
a  knob  you  can  replicate  the  aural  ambience  of  a  variety  of  typical 
listening  sites:  an  open-air  stadium  for  a  rock  record,  a  cathedral 
for  choral  music,  a  honky-tonk  for  your  favorite  redneck.  (Or 
have  it  your  way:  Listen  to  Springsteen  singing  in  a  cathedral  and 
put  Dwight  Yoakum  in  Carnegie  Hall.)  Astonishing  technology, 
though  many  buyers  find  themselves  playing  enthusiastically 
with  DSP's  possibilities  until  the  novelty  has  worn  off.  then  leave 
the  box  turned  to  one  or  two  standard  settings. 

If  there  is  such  a  thing  as  an  effective  guide  through  the  hi-fi 
minefield,  it  is  the  component-knowledgeable  specialty  audio 
dealer — and  not  necessarily  the  shop  that  sells  only  megabuck 
boxes.  A  good  dealer  can  afford  the  time  to  help  a  consumer 
choose  equipment  attuned  to  specific  tastes,  budgets,  and  listen- 
ing environments.  He  or  she  can  help  build  a  well-matched  sys- 
tem, since  any  chain  of  hi-fi  components  is  only  as  strong  as  its 
weakest  link:  The  best  CD  player  in  the  world  can't  send  its  beau- 
ty through  bad  speakers,  nor  does  it  make  sense  to  try  and  power 
huge,  air-pumping  woofers  with  a  modest  amplifier  that  might 
sound  superb  in  a  less  ambitious  system. 

But  here's  the  most  important  caveat:  To  find  your  way  across 
the  minefield,  you  don't  need  a  map.  Just  listen  carefully.  J 


Many  state-of-the-art  sound  systems,  with  their  increasing  use  of  video 
screens,  offer  special  effects  more  impressive  than  the  Roxy's. 


"Presents  Perfect 


s  the  holidays  approach,  certain  hi-fi 
components  are  good  candidates  for 
any  upscale  shopping  list.  Tweakos — 
the  hi-fi  equivalent  of  computer  nerds- 
insist  they  can  detect  differences  between  the 
sound  transmitted  through  18  different  kinds  of 
speaker  wire,  but  "very  few  buyers  can  hear  the 
difference  between  equivalent  electronic  compo- 
nents such  as  CD  players  and  amplifiers,"  says 
Stereo  Review  editor  Rebecca  Day.  "Almost  every- 
body will  hear  a  difference  between  speakers, 
however."  So  although  the 
choice  of  speakers  is  probably 
best  left  to  the  end  user — you 
might  consider  giving  some- 
one a  gift  certificate — there  are 
plenty  of  other  electronic  goodies  that  might  be  as 
blessed  to  receive  as  to  give. 

•  Good  headphones  provide  the  least  expensive 
yet  most  effective  entree  to  totally  involving  stereo 
sound. 

•  "Personal  stereos" — those  wear-it-around- 
your-neck  microsystems  long  favored  by  joggers 
and  commuters — have  reached  a  state  of  sophisti- 
cation in  which  ever-increasing  numbers  of  pur- 
chasers are  using  high-end  portable  compact  disc 
players  as  the  CD  signal  source  for  their  home 
stereos  as  well. 

•  Complete  hi-fi  mini-systems  are  now  making  it 
increasingly  possible  for  one-stop  shopping  to  pro- 
vide instant  hi-fi  for  anyone  from  college-bound 
offspring  to  in-laws  still  stuck  with  their  scratchy 
1960s  system. 

•  Superb  automotive  receivers,  often  in  combi- 
nation with  CD  players  and  even  CD  changers,  are 
of  such  quality  and  capability  that  they  will  instan- 
taneously upgrade  virtually  any  car's  factory- 

T  installed  system. 
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A  tennis  player's  nnoment  to  remennber  has  a  way  of  replaying  itself  in  the  mind  again 
id  again  for  a  lifetime. 

And  whether  you  happen  to  be  an  A  player  or  a  C  player,  there  is  always  one 
iforgettable  shot  that  put  the  finishing  touch  on  a  match  you  had  never  expected  to  win. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when 
)eed  is  all  too  often  the  order  of  the  day  the  men  of  Macanudo  still  take  more  than  two 
!ars  to  turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
oma  of  the  ultimate  cigar 

991  Monlego  Y  Cia 
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In  a  surprise  turnaround^  three  of  Germany  ^s 
top  automotive  journals  rated  the  all  new  Audi  100 
ahead  of  Mercedes  and  BMW. 


ig  regarded  as  the  reigning  hk  )n- 
chs  of  German  performance 
dans,  Mercedes  and  BMW  have 
never  had  much  concern  about 
ible  dethronement.  However, 
IS  before  Audi  engineei^  unveil- 
ir  most  impressive  achievement 
.  The  all  new  Audi  100. 
.  series  of  extensive  tests  con- 
I  by  three  of  Gemiiuiy's  top  auto- 
jounials,  die  totally  redesigned 
00  (^)utscored  both  Mercedes 

m. 

ording  to  auto  motor  und 
the  Audi  100  took  control  of 
iting  early  and  often,  besting 
des  and  BMW  in  Bodywork, 
ing  and  Control,  and  Economy. 


 „ 

Sensation:  Audi 
besseralsBMW 
undMertedes 
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Compared  to  the  $42, 950  Mercedes  BOOE  2.6  and  the  $35,625  BMW  525i,  the  Audi 
lOOS  is  priced  at  $29, 900*  That  includes  V-6  engine,  ABS  brakes,  cbivers  side  airbag, 
gcdvanized  body  and  3-year  or  50,000-mile  limited  waminty.** 


I  new  Audi  100  was  rated  better  than  its 
tion  in  three  separate  tests  conducted  by  tliese 
GertnaJi  automotive  publications. 

has  succeeded...  in  not  just 
ig  level  with  the  competition, 
)ving  ahead  of  it." 
)uld  seem  tliat  the  eight  yeai^s 
ngineers  had  labored  over  this 
of  Audis  had  indeed  paid  off. 
ires  Borchman,  editor  of  auto 
iid,  "The  new  Audi  100  is  no 
number  three  among  the  dis- 
hed German  marques,  but, 
:est  proves,  number  one." 
test  journalists  at  vioi  made 
imous:  "The  Audi  is  clearly 
ierving  winner." 


B(  )th  on  die  surfiice  and  bencatli  the 
skin,  die  new  100  diffei's  dramadcall) 
from  its  predecessoi's.  The  styling  is 
more  dynamic,  llie  interior  is  roomier. 

And  die  Ncnerable  5-cylincler 
power  jilant  has  given  wav 
to  a  172hp  V-6  engine  widi 
superior  low-end  torcjue. 

One  ;u  ea  diat  wasn't  tested 
l)ut  should  be  mentioned 
is  the  Audi  Advantage:  A 
program  that  includes  the 
cost  of  all  scheduled  main- 
tenance, even  oil  changes,  for 
three  years  or  50,000  miles. 
Neither  Mercedes  nor  BMW  am  top 
it.  Noi  can  diey  any  longer  claim  to  be 
at  die  top  of  this  ckiss.  That  honor  now 
belongs  to  the  new  Audi  100. 


AUDI  lOOS  AT  A  GLANCE 

GENERAL:  FKnit-v\  liefl  ch  ive,  5-p;Lsscngt"r 
sedan,  4-d(K)r  g;ilvani/ed  body 
ENGINE:  2.8-liter  SOHCl  V-(),  iron  bloci^. 
aluminum  heads,  172hp.  Multi-path  induc- 
tion system 

DRIVETRAIN:  4-s])eed  automatic  or  5- 
speed  manual  tiansmission 
STEERING:  Rack-and-|jinion,  power- 
assisted,  vehicle  speed-sensitive 
BRAKES:  AB.S,  power  vented  tioni  discs, 
leat  discs 

PERFORMANCE:  ()-ti()  mph  in  8.<S  sec/ 
Top  track  speed  VM)  myth  (manual  vei^sion) 
2ti  mp^r  Hitrhway,  19  mpt;  ( iiiv' 
MAJOR  STANDARD  EQUIPMENT: 
Drivel's  side  airbag,  automatic  tensioning 
front  seatbelLs,  power  steering,  windows, 
seats,  and  locks,  A/C,  cruise  control,  tilt  and 
telescopic  steering,  two-way  jjower  sunroof 
SOUND  SYSTEM:  H-speaker  .A.M/FM  stei  e(  > 
radio/cassette  vv/and-Llieft  featuies 

*/V7//^  lnL\i-tl  an  MSWimlh  man.  triui-v,  fru  huinui  Urn's.  luni.v.  frn^lit. 
iU'(thr  <fuirirt\  ami  iif}luim.  tjpupmfilt  ttiifl\  cc/rv  /-Vim  \tilijfii  In  cfuiii^t' 
**Vr  ilmln  /in  ,Uind\  '  IW2  /■  I'A  nlimain 


For  the  Auto  Motor  Und  Sport  test  results,  ccdl  l-800-F()R-AVl)l. 


P    RES    E    N  T 


The  new  Ann 
Landers  columnist 

on  the  dos  and 
don'ts  of  trading 
gifts  at  the  office 


O.K.  Let's  recap  your  holiday  gift- 
giving  exploits  from  last  year. 

First,  there  were  the  well-inten- 
tioned gifts  for  your  employees  who 
smoke.  You  gave  them  all  "smoke- 
less" ashtrays,  those  noisy  gadgets 
that  suck  in  smoke.  "What  should  we 
expect  from  our  boss  for  Christmas 
next  year?"  one  smoker  asked. 
"Deodorant?" 

You  gave  your  male  staffers  mem- 
berships in  your  exclusive  countr>' 
club.  Of  course,  you  didn't  know  that 
within  weeks,  the  media  would 
expose  the  club  as  racist,  sexist,  and 
crawling  with  call-girls — naming 
names  and  embarrassing  just  about 
everyone. 

Then  you  bought  all  the 
women  in  the  office  the  same  brand 
of  perfume.  You  assumed  they'd  like 
it.  Your  wife  doesl  "Thanks,  boss," 
one  woman  told  you,  eyeing  your 
wife's  photo  on  your  desk.  "Now 
we'll  all  dye  our  hair  blonde,  and 
wear  green  dresses,  pink  lipstick— 


and  name  tags  so  you  can  tell  us 
apart." 

You  shipped  a  case  of  citrus  fruit 
to  your  company's  supplier  in 
Florida.  The  guy  lives  next  door  to  a 
grove,  he  must  love  the  stuff,  you  fig- 
ured. A  month  later,  he  called  you, 
laughing.  "What'd  you  send  to  your 
supplier  in  Idaho?"  he  asked. 
"Potatoes?" 

Finally,  in  honor  of  your  joint- 
venture  with  that  Saudi  Arabian 
firm,  you  sent  its  president  a  sculp- 
ture of  a  sprinting  cheetah,  your 
company  symbol.  You  included  a 
Christmas  card  with  vour  family's 


by   Jeff  Zasiow 

photograph.  How  could  you  possibly 
have  known  that  Moslems  consider 
animal  sculptures  to  be  graven 
images?  Or  that  they  are  easily 
offended  by  men  who  don't  keep 
family  matters  private? 

In  retrospect,  if  you  were  Santa 
Claus,  you'd  probably  be  lucky  to  be 
dismissed  from  your  sleigh  with  a 
golden  parachute. 

Well,  maybe  I  can  help  you  over- 
come these  and  other  problems  with 
this  year's  gifts.  As  an  advice  colum- 
nist, I've  handled  all  sorts  of  queries 
about  gift-giving.  Here  are  a  few 
basic  rules: 

•  Avoid  gifts  that  rem.ind  employ- 
ees of  work.  Rest  assured  that  the 
guy  in  the  mailroom  doesn't  want  a 
etter-opener  with  the  company  logo 
imprinted  on  it.  And  if  you  really 
want  to  buy  your  secretary  an 
ergonomic  chair,  just  don't  make  it 
his  bonus. 

•  Keep  self-promotion  in  check. 
Tasteful  doodads  featuring  under- 
stated company  logos  are  okay. 

But  if  the  logo  on  the  poncho  is 
as  big  as  a  billboard,  you  can 
safely  assume  that  recipients  will 
feel  like  walking  billboards  if  they 
ever  wear  it. 

•  Resist  giving  "gifts" 
designed  as  revenue  producers. 
Companies  no  longer  force 
workers  to  cash  their  checks  in  ► 
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the  company  store.  Instead,  a  publi- 
cation called  Profit-Building 
Strategies  for  Business  Owners 
encourages  firms  that  sell  merchan- 
dise to  offer  employees  the  year-end 
"gift"  of  a  "courtesy  discount."  The 
magazine  touts  the  "healthy  profit" 
that  businesses  can  make  from 
potential  Christmas-shopping  and 
Chanukah-shopping  employees. 
Soon  enough,  you  can  probably  bet 
some  corporate  Scrooges  out  there 
will  be  demanding  that  all  gift-giving 
produce  company  revenues. 

•  Beware  of  individualized  pre- 
sents that  invite  comparisons.  Yes, 
giving  all  employees  the  .same  bonus 
can  seem  impersonal.  But  doing  so 
will  help  to  avoid  any  suspicions  of 
favoritism,  or  even  more  unfortu- 


Consider  this  letter.  It  came 
to  me  from  outside  the 
business  arena,  but  a  simi- 
lar slight  could  easily  hap- 
pen in  an  office.  A  black 
woman  had  been  a  brides- 
maid at  a  white  friend's 
wedding.  The  bride  gave 
her  a  ceramic  cat  as  a  gift. 
The  other  bridesmaids,  all  white,  got 
beautiful  jewelry  boxes.  "I  was 
stunned,"  the  woman  wrote.  "Could 
it  be  because  I  was  the  only  black?"  I 
told  her  to  resist  assuming  race  was  a 
factor,  and  to  talk  it  over  with  the 
bride,  who  might  have  a  logical 
explanation.  But  think  of  it:  If  you 
were  responsible  for  this  sort  of  gaffe 
at  your  office,  even  unintentionally, 
how  easily  could  you  explain  it? 

•  Recycled  gifts  are  too  risky. 
People  almost  always  get  caught. 
Consider  the  woman  who  for 
Christmas  gave  a  co-worker  a  fruit- 
cake from  her  mother's  bakery.  The 
following  Christmas,  the  co-worker 
gave  the  woman  the  same  fruitcake 
(now  one  year  old)  in  the  same  tin. 
"Should  I  tell  her!-*"  the  woman  asked 
me.  (I  said  no;  "Just  bring  it  home 
and  use  it  as  a  doorstop.") 

I  get  a  lot  of  letters  about  recycled 
gifts.  One  woman  received  an  apr(jn 
covered  with  gravy  stains.  Another 
was  given  a  hair-curling  kit  with  long 
hair  (the  gift-giver's)  hanging  from 
one  of  the  curlers.  .A  man  received  a 
bathrobe  as  a  gift  and.  since  he  j 
already  had  three  robes,  tried  to 
return  the  "new"  one  to  the  depart- 
ment store.  That's  when  he  learned 
the  store  hadn't  carried  the  robe  in 
over  seven  years. 

Dozens  of  readers  have  written  to 
me  of  opening  a  gift  and  finding  a 
card  addres.sed  to  the  gift-giver  at  the 
bottom  of  the  box,  or  of  receiving  a 


gift  with  engraved  initials  on  it — the 
gift-giver'sl 

•  "Take-a-hint"  gifts  are  too 
blatant.  You  might  fantasize  about 
giving  the  office  do-nothing  a  stack 
of  job-hunting  manuals  wrapped  in 
the  newspaper  want-ads.  But  that's 
not  in  the  holiday  spirit.  Just  wait 
until  January  to  fire  the  lazy  bum. 

•  kik  around  before  you  give  gifts 
to  business  contacts  in  foreign  coun- 
tries. It's  easy  to  get  burned  if  you're 
ignorant  about  local  customs.  In  her 
book.  The  Art  and  Etiquette  of  Gift- 
Giving  (Bantam  Books,  $18.95), 
Dawn  Bryan  cautions  that  a  business- 
woman should  never  give  a  gift  to  a 
Latin  man;  it  may  be  misinterpreted. 
In  Italy,  people  are  leery  of  any  gift 
with  purple  in  it;  that's  the  death 
color.  And  many  Japanese  will 
become  insulted  if  you  give  them 
anything  made  in  Korea,  or  if  you 
hand  over  a  gift  using  just  one  hand. 

•  The  best  gifts  don't  need  to  be 
wrapped.  Speaking  on  behalf  of  its 
40,0(10  members,  Professional 
Secretaries  International  (PSD  wisely 
points  out  that  (lowers  wilt  and 
candy  is  quickly  eaten.  If  you  want 
to  give  a  gift  that  is  really  appreciat- 
ed, PSI  recommends;  a  day  off  with 
pay;  a  bonus  of  shares  of  company 
stock;  financial  assistance  for  higher 
education;  or.  best  of  all,  a  raise! 

Need  more  free  gift-giving  advice? 
Just  drop  me  a  line  (box  3455, 
Chicago  60654).  I'll  try  to  help  you 
out.  If  I  don't  hear  from  you,  though, 
I'll  still  be  plenty  busy.  Within  a  cou- 
ple of  weeks,  I'll  probably  start  get- 
ting a  lot  of  mail  from  folks 
complaining  about  ^fifeaT' 
their  bo.sses'  pre-  ^^|^^@^^^_ 
sents.  Here's  hop-  ^^^HH^'!f3i  -'i 
ing  I  don't  hear  ^^^|B 
about  you.  ''^^IBliHIv  .^.J--^ 


nate.  discrimination. 
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800-633-5200 

in  Mass.  617-229-2589 

For  any  occasion,  any  skier  or  golfer  will 
treasure  a  day  at  their  favorite  sport.  Each 
UNIVERSAL  TICKET  entitles  the  bearer 
to  one  day  of  skiing  Of  18  holes  of  golf. 
North  America's  finest  ski  resorts,  and  a 
fine  selection  of  New  England  golf  courses 

accept  UNIVERSAL  SKI  or  GOLF  TICKETS. 

Corporate  Incentive  Programs  Aiwlahle. 

Ski  Tickets  are  $41.00  each 
Golf  Tickets  are  $32.00  each 
plus  $1.00  S&H,  MC/Visa 

Corporate  Sports  Incentives,  Inc. 

P.O.  Box  578   Merrimack,  NH  03054 
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ie  Wizard '  OZ-8000  has  all  the  power 
Du  need  to  stay  on  tinne,  on  track  and 
I  control.  Eleven  built-in  functions 
id  a  raised  typewriter  keyboard 
lake  it  easy  to  store,  retrieve  and  sort 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented 
touch-screen  turns 
each  card  into  a  custo- 
mized keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  the  optional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
ines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
and  personal  life,  call 
1-800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 
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Celestial 
Wines 


For  most  people,  wine  is 
something  to  drinic. . 

For  some  few  odd  foiics, 
however,  wine  is  much  more 
than  that.  It  is  something  to 
discuss,  something  to  pon- 
der. Wine,  for  these  experts, 
stands  as;  one  of  the  miracles 
of  creation,  a  pinnacle  of. 
human  achievement;  let  oth- 
ers quarrel  over  art  or  poli- 
tics, the  wine  buff  will 
reserve  his  passion  for  dis- . 
cussions  of  what  truly  mat- 
ters: bouquet,  extract  levels, 
aging  potential. 

Now,  if  you  have  this  sort 
of  person  on  your  shopping 
list,  the  good  news  is  that  it. 
couldn't  be  easier  to  decide 
what  to  buy  for  him  or  her. 
The  bad  news  is  that,  once 
you've  decided  on  a  gift  of 
wine,  you'll  be  faced  with 
thousands  of  choices — and 
the  overwhelming  majority  of 
those  choices,  so  far  as  the 
wine  buff  is  concerned,  will 
be  flat  dead  wrong.  The  wine 
buff  has  rigorous  standards 
and  is  nothing  if  not  critical. 

by  Laurence  Shames 
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Office  HelpHiat  Works 
Through  Lunch. 


The  new  Samsung  FX2200  will  also  come 
in  early  and  stay  late.  Without  complain- 
ing. Without  asking  for  a  raise. 

And  if  you're  a  small  business  with  big 
ambitions,  you  need  a  fax  this  good. 

Especially  in  today's  fast-paced  busi- 
ness environment  when  speed  is  of  the 
essence,  and  overnight  delivery  services 
just  aren't  fast  enough. 

With  the  Samsung  FX2200.  you  get 
important  features  like  one-touch  dialing 
for  1 0  locations.  Automatic  paper  cutting. 
Telephone  answering  machine  interface. 


Automatic  FAX/TEL  function  with  out- 
going message.  Ten-sheet  document 
feeder.  Plus  one  more  terrific  feature:  a 
terrific  price. 

And  the  FX2200  is  just  one  of 
Samsung's  new  line  of  sleek  and  stylish 
fax  machines.  Which  means  there's  one 
that's  right  for  your  business. 

For  more  information,  just  visit  your 
nearest  Samsung  dealer. 

Isn't  it  reassuring  to  know  that  while 
you're  out  having  lunch,  one  of  your  mbst ' 
valuable  employees  is  working  through  it?: 


Samsung  Electronics  Annerica,  Inc.,  301  Mayhlll  Street  Saddle  Brook,  NJ  07662  (201 )  587-9600  Fax  (201 )  587-91 78 

egSAMSUNG 

,  ■  .  ■'  -  Electronics       '  ■  /  .  ..■  •  ■>  ,  ■'. 
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For  instance,  more  than 
70%  of  all  wine  sold  in  this 
country  is  white,  but  the 
vvine  buff  will  tell  you  that, 
while  the  occasional  glass 
of  Montrachet  is  hardly  to 
be  despised,  the  only  passion-worthy 
wines  are  red.  Similarly,  something 
like  95%  of  all  the  wine  produced  in 
the  world  is  meant  to  be  consumed 
within  a  year  or  so  of  the  vintage;  to 
the  buff,  this  ocean  of  young  wine  is 
barely  worth  gargling  with.  Serious 
wines  are  older  wines,  and  if  they're 
not  old  yet,  then  they  have  to  be 
worth  waiting  for. 

If  the  above  sounds  arcane  or 
intimidating,  don't  worry — it's  not 
your  problem.  Your  problem  is  only 
to  pick  out  a  bottle  or  two  for  a 
fanatic.  So  here  are  some  sugges- 
tions on  how  to  do  it  with  grace. 

I'll  start  with  wines  in  the  $15  to 
$20  price  range  because,  while  there 
are  plenty  of  enjoyable  bottles 
around  for  less,  fifteen  bucks  is 
roughly  the  point  where  pleasure 
deepens  into  fascination.  Wine  buffs 
appreciate  an  undervalued  wine,  and 
take  great  joy  in  a  smartly-chosen 
bargain. 

Chateau  Lanessan  ($15  to  $18, 
depending  on  the  year)  is  such  a 
wine,  an  Haut-Medoc  with  the  depth 
of  a  much-pricier  Pauilla.  The  '83 
and  '85  are  both  excellent;  the  '82,  if 
you  can  find  it,  is  better  still.  (With 
this  wine,  and  all  Bordeaux,  steer 
clear  of  the  '84s  and  '87s.  This  will 
take  some  fortitude,  since  retailers 
will  tt7  to  unload  these  on  the 
unwary.  Don't  let  them,  unless  you 
wish  to  plummet  in  the  esteem  of 
your  wine  buff  friends.) 

Moving  on  to  the  $25  to  $35 
range,  the  1983  Pavilion  Rouge  du 


Chateau  Margaux  ($2(i)  is  silky  in 
the  mouth,  with  a  taste  as  round  as  a 
beach  ball.  Further,  it  combines 
impeccable  pedigree  with  undeni- 
able value.  Pavilion  Rouge  is  the  sec- 
ond wine  of  the  famous  Chateau 
Margau,  and  1983  is  a  superb  year 
for  the  southern  Medoc. 

The  1985Tignanello  ($34)  is  a 
fine  example  of  the  lately-fashion- 
able Italian  vini  da  travloa,  or  table 
wines.  If  the  category  sounds 
strangely  modest,  even  humble, 
blame  it  on  the  bizarre  Italian  laws 


which  deny  place-name  status  to 
wines  that  use  foreign  (though  in 
some  cases  superior)  grape  varieties. 
Tignanello,  a  blend  of  Sangiovese 
and  Cabernet,  melds  the  strength  of 
the  French  grape  with  the  supple- 
ness of  the  Italian,  and  ends  up 
being  as  graceful  as  a  gymnast. 

Step  up  to  wines  costing  $50  to 
$60,  and  you  are  also  stepping  back 
in  time,  paying  not  only  for  what's 
in  the  bottle  but  for  the  years  it  has 
taken  to  get  it  ready.  The  1979 


Hermitage  La  Chapell  ($50),  a 
Rhone  wine  made  from  the  muscu- 
lar and  sometimes  rough  Syrah 
grape,  had  the  good  sense  to  ride  out 
the  1980s  in  a  cool  dark  cellar,  and 
is, the  more  serene  and  balanced  for 
having  done  so.  Chateauneuf-du- 
Pape — not  an  area  held  in  highest 
esteem  by  the  buffs — produces  sev- 
eral wines  that  stand  out  for  their 
individuality.  First  among  these  is 
Beaucastel,  whose  1978  ($50)  is  a 
heady  melange  tasting  of  leather, 
tobacco,  roasted  nuts,  and,  yes, 
barnyard — Beaucastel  prides  itself 
on  using  100%  organic  fertilizers. 
This  is  a  wine  that  mavens  adore. 

Most  people  will  blanch  at  the 
thought  of  throwing  100  bucks  at 
750  centiliters  of  spoiled  grape  juice. 
However,  such  a  transaction  may 
also  be  viewed  as  purchasing  a  sip  of 
a  legend,  and  for  those  who'd  like  to 
wax  extravagant  on  a  gift  of  wine,  I 
recommend  the  following. 

Penfold's  Grange  Hermitage  is 
unquestionably  the  greatest  wine 
made  in  the  Southern  Hemisphere. 
This  Australian  titan  is  made  from 
the  Shiraz  grape,  aged  in  small  oak 
casks,  and  is  possibly  the  most  con- 
centrated wine  this  buff  has  ever 
tasted.  The  bouquet  slinks  out  of  the 
bottle  like  a  genie;  smells  of  black- 
current  and  pepper  lingered  in  my 
dining  room  for  two  days  after  the 
wine  was  gone!  The  1981  is  a  steal  at 
$95.  Nineteen-seventy  was  a  terrific 
year  in  Bordeaux,  and  a  top-flight 
Chateau  Montrose  ($100)  is  aging 
far  more  gracefully  than  most  of  my 
closest  friends.  This  is  a  wine  that 
will  be  received  with  deep  gratitude 
at  Christmas  and  will  blow  the  doors 
off  any  silly,  giggly,  pale  champagne 
on  New  Year's  Eve.  ♦ 
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OFFICE 
DREAMS 


Everyone  fantasizes  about 
having  the  perfect  home  office. 
But  turning  the  dream  into 
a  reality  isn't  always  so  easy 

Even-one  has  office  dreams,  whether  they  work  in  an  organi- 
zation or  for  themselves.  Lii<e  the  unspoiled  lakes  in  Bierstadt 
landscapes,  the  offices  of  our  fantasies  have  an  Arcadian  glow 
that  owes  nothing  to  fluorescent  light  and  everything  to  the 
yearning  imagination  of  the  workbound  mind.  These  visions 
spring  from  the  movies,  where  offices  are  impossibly  spacious 
and  implausibly  uncluttered,  or  from  advertising,  where  (except 
for  Excedrin  ads)  men  and  women  inhabit  sleek  spaces  as  pur- 
poseful and  spare  as  the  bridge  of  a  battleship.  Like  one's  original 
concepts  about  marriage  or  government,  office  dreams  are  based 
on  the  hopeful  theor\'  that  happiness,  order,  efficiency,  and 
serenity  are  actually  within  our  grasp  if  only  we  strive  hard 
enough  for  them.  And  they  might  be.  were  it  not  for  our  need  to 
inhabit  them,  open  drawers,  search  frantically  for  that  lost 
invoice,  spill  cups  of  coffee,  fill  to  overflowing  in-boxes  and  out- 
boxes  and  wastebaskets,  and  generally  turn  the  ideal  into  the  oh- 
too-real. 

The  trouble  with  offices  is  work.  Work,  with  its  infernal  loose 
ends,  overflowing  files,  and  pastiches  of  Post-It  Notes,  is  the 
slovenly  serpent  that  creeps  into  what  ought  to  be  a  serene,  cere- 
bral Eden  and  makes  it  as  mundane  and  messy  as  real  life.  But  the 
dream  of  the  perfect  office  persists,  and  despite  our  human  fail- 

by   Owen  Edwards 


ings.  the  time  may  be  right  for  making  it  come  true. 

Along  with  our  office  dreams,  most  of  us  cling  to  the  memory 
of  real  dream  offices  that  prove  that  perfect  work  spaces  actually 
do  exist.  I  was  in  college  when  1  saw  my  dream  office — Thomas 
Jefferson's  ideal  study  at  Monticello.  with  its  Palladian  propor- 
tions, intimate  size,  abundant  books,  and  sweeping  views  of  the 
estate's  lawns  and  gardens — a  revelation  that  has  given  me  some- 
thing to  aim  for.  and  fall  short  of,  ever  since.  A  woman  lawyer  I 
know  longs  for  the  Oval  Office,  or  at  least  an  oval  office,  not 
because  she  has  presidential  aspirations,  but  because  she  believes 
curved  walls  would  keep  her  from  feeling  cornered  by  her  work. 
Despite  such  grandiose  yearnings,  most  of  us  take  the  resolutely 
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IBM  PS/1  computer,  S999;  Kodak  Diconix  150plus  Inkjet  printer;  AT&T  cordless  phone,  S200,  lamp  and  other  accessories  by  Dot  Zero,  N  Y  C  ;  mini-tree 
by  Elan,  N.Y.C. 


rectangular  offices  that  come  with  our  jobs,  personalize  them  as 
well  as  we  can,  and  put  our  dreams  on  permanent  hold. 

When  the  office  in  question  is  a  home  office — a  workroom  of 
one's  own — things  ought  to  be  more  satisfying.  After  all,  you're 
the  boss.  And  the  chief  financial  officer.  But  the  reality  usually 
ends  up  just  as  dour  as  a  stingy  cubicle  at  Bottom  Line  Inc. 
Illogically,  even  when  the  work  done  at  home  is  financially  crucial 
to  family  finances,  the  home  office  is  relegated  to  a  place  on  the 
priorities  list  somewhere  between  the  laundry  room  and  the  tool 
shed.  In  fact,  tool  sheds,  only  slightly  converted,  have  a  long  histo- 
ry as  prime  office  space.  "I  used  to  think  that  I  couldn't  make  a 
decision  without  the  smell  of  gasoline  from  the  lawn  mower  in  the 


air,"  says  a  self-employed  financial  analyst  in  Marin  County,  whose 
impressive  stationery  manages  to  imply  a  corner  suite  in  a  glass- 
walled  high  rise.  Despite  self-made  promises  to  commandeer  sig- 
nificant territory  whenever  a  move  to  a  new  house  or  apartment 
comes,  most  of  us  end  up  settling  for  whatever  meager  spot  is  left 
when  everyone  else's  territorial  rights  have  been  e.xercised. 

Even  when  the  work  done  in  a  home  office  is  undeniably 
important — possibly  even  immortal — a  reflexive  humility  tends  to 
relegate  the  doing  of  that  work  to  some  overlooked  corner.  In  the 
book  Self-Consciousness,  John  Updike  describes  various  out- 
backs— sometimes  quite  literally  out  back — in  which  he  has 
labored  to  produce  his  extraordinary  stories  and  novels:  "The  ► 
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first  year  in  Ipswich,  I  wrote  in  a  marble-floored  room  at  the  back 
of  a  little  lavender  house  we  rented  on  Essex  Road;  one  winter 
night,  a  storm  blew  the  door  open  and  filled  my  boxes  of 
Poorhouse  Fair  manuscript  with  snow.  In  the  roomier  seven- 
teenth-century house  that  we  then  bought,  I  worked  in  a  small 
corner  aerie  upstairs. ...By  late  1960,  our  fourth  child  was  born, 
and  the  house  was  full  of  commotion  and  small  emergencies  that 
seemed  to  invite  my  participation;  I  was  surprised  when  my  wife 
suggested  that  she  was  tired  of  making  lunch  for  me  every  day 
and  that  my  presence  was  not  really  indispensable.  And  so  I  rented 
a  room  downtown,  four  blocks  away.  The  beginning  rent  was 
eight  dollars  a  week,  and  my  frugal  landlord. ..observing  that  I  did- 
n't sleep  there,  would  turn  off  the  radiator  every  night,  so  on  win- 
ter mornings  I  would  face  a  room  cooled  to  a  temperature 
suitable  less  for  writing  than  for  running  in  place. ...The  room  and 
I  would  slowly  warm  up  together." 

This  unassuming  tendency  to  take  any  available  patch  for  a 
home  office  reflects  the  difference  between  family  and  corporate 
culture.  In  a  company,  where  offices  are  the  whole  point,  the 
more  room  one  can  take  up  the  better — acreage  is  a  measure  of 
power,  after  all.  But  in  a  home,  where  a  sort  of  de  facto  commu- 
nism prevails  (even  if,  as  in  Orwell's  .4M/>77fl/  Farm,  some  of  the 
animals  are  more  equal  than  others),  the  idea  of  co-opting  what 
are  generally  considered  community  spaces  seems  distinctly  bad 
form.  One's  hopeful  plans  for  a  cherished  location  are  usually 
greeted  with  resistance  by  family  members  who  invariably  have 
plans  for  those  choice  areas  that  can't  easily  be  dismissed.  ("But, 
dad,  that  would  make  a  great  TV  room  for  all  of  us.")  Thus  is  born 
the  home  office  as  afterthought,  gulag.  Devil's  Island — the  place 
no  one  else  wants  to  spend  time  in. 


A  walk-in  closet  is  not 
the  kind  of  nerve  center  even 

the  most  modest  master 
of  the  universe  would  accept. 

Of  course,  everyone  with  office  dreams  wants  somethmg  dif- 
ferent in  a  work  room  at  home.  An  aerie,  or  a  bunker?  A  center  of 
activity  or  a  monastic  cell?  Each  fits  somebody's  requirements. 
It's  said  that  Cliekhov  created  an  instant  office  by  clearing  the 
table  after  dinner  and  getting  to  work  amid  the  clatter  of  dishes 
and  the  caterwauling  of  kids  (but  then,  he  didn't  have  to  contend 
with  the  space  needs  of  a  word  processor).  Tolstoy,  on  the  other 
hand,  required  the  strictest  privacy.  I've  waited  years  to  find  at 


Sharp  UX182  fax,  $949. 


last  an  office  with  a  sweeping  view  of  the  San  Francisco  hills, 
while  my  next  door  neighbor,  a  writer  who  specializes  in  the  high- 
er mysteries  of  the  computer  world,  blocks  the  same  view  with  an 
opaque  black  shade. 

Some  people,  of  course,  actually  manage  to  control  the 
chaos  of  work  through  a  combination  of  an  efficient  filing 
system  and  ceaseless  vigilance,  keeping  their  home  offices 
as  sterile  and  efficient  as  pre-op  surgeries.  No  sooner  does 
a  stray  bit  of  paper  hit  the  desk  than  it  is  rounded  up  and 
whisked  out  of  sight.  Frankly,  these  types  worry  me.  How 
they  know  they're  getting  any  work  done,  I  can't  imagine.  I  com- 
fort myself  with  the  hope  that  their  orderly  ways  are  a  compensa- 
tion for  utter  mental  disarray. 

Despite  all  these  differences,  most  people  share  the  common 
denominator  of  feelings  about  the  home  office — disappointment 
at  how  much  less  wonderful  the  place  is  than  when  we  had  first 
imagined  it.  The  living  room  may  be  a  mode!  of  comfort,  the 
kitchen  a  dream  of  artful  efficiency,  the  bedrooms  havens  of  sen- 
sual charm,  even  the  garage  an  organizational  masterwork,  and 
yet  the  home  office  will  be  okay  at  best,  and  a  grungy  dungeon  at 
worst.  If  not  an  after-thought,  certainly  a  thought  never  quite 
completed. 

Amazingly,  even  men  and  women  whose  work  at  home  pro- 
vides the  lion's  share  of  a  family  mcome  look  upon  their  offices  as 
peripheral  to  the  real  function  of  the  home.  That  shortsighted 
thought  is  often  shared  by  other  members  of  the  family  who  work 
or  go  to  school  outside  the  home.  It's  probably  why  .so  many  peo- 
ple who  ought  to  be  able  to  pursue  their  careers  at  home  end  up 
renting  office  space  somewhere  else:  If  they're  at  home,  the 
destructive  logic  goes,  how  can  they  be  at  work? 

The  real  problem  is,  if  you  pursue  your  career  in  a  corner  of 
the  guest  room  or  a  barely  converted  chicken  coop,  how  can  you  ► 
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lieve  what  you're  doing  has  the  overarch- 
5  priority  of  essential  business — and  con- 
ice  everyone  else?  Obviously,  you  can't, 
it  the  solution  is  simple.  Don't  think  of 
urself  as  a  writer,  a  freelance  financial 
inner,  or  a  graphic  designer;  imagine 
itead  that  you're  the  CEO  of  a  major  cor- 
ration,  or  better  yet.  Captain  Kirk,  com- 
inder  of  the  Starship  Enterprise  (after 
,  are  you  commander  of  your  own  enter- 
ise.  or  what?).  A  walk-in  closet  is  simply 
t  the  kind  of  nerve  center  even  the  most 
)dest  master  of  the  universe  would 
;ept.  Change  your  psychic  scenario:  You 
ye  just  been  hired  by  a  major  corpora- 
n  to  head  a  new  division  intended  to 
lain  the  market  share  the  company  has 
in  losing  for  several  years.  Work  at  that 
;a  for  a  while,  visualize  it  in  the  same 
y  you've  been  told  to  visualize  your  ten- 
;  backhand.  Next,  try  to  picture  the  office 
im  which  your  vast  new  power  will  flow. 
;  big,  imposing,  handsomely  furnished, 
ed  with  the  electronic  paraphernalia  of 
icutive  clout.  It  is,  in  other  words,  just 
lat  you'd  expect  for  your  status.  More  to 
;  point,  it's  just  what  you  deserve.  Hold 
to  that  feeling.  Now  you're  ready  to  put 
'ether  your  office  at  home. 


The  home  office  has 

entered  its  high 
renaissance  period. 

If  you  happen  to  be  moving  into  a  new 
use  or  apartment,  start  by  selecting  the 
)m  you  want,  not  the  one  nobody  else 
nts.  After  all,  the  kids  have  time  on  their 
le,  and  guests  can  manage  perfectly  well 

a  fold-out  couch  in  the  living  room, 
ep  in  mind  that  in  most  cases  home 
ice  expenses  are  tax  deductible,  and 
ink  big.  At  the  very  least,  buy  a  state-of- 
2-art  chair,  one  that  provides  lots  of  sup- 
rt  for  your  lower  back  and  even  more  ► 
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CHRONO  LONC;iTUDE 
IJosigned  tor  globe-circlinR  tr.ivelk'rs,  this 
mech<inical  seltwinding  chroncigrapti  purmanently 
displays  a  second  timezone  bv  an  auxiliary  hour 
hand,  distinct  from  the  local-time  hand,  under 
which  it  can  be  retracted.  Pronounced  legibility  in 
the  dark.  Screw-locked  crown.  Water-resistant  to 
50  m.  Rotating  bezel  with  wind  rose. 


OFFICIAL  CHRONOGRAPH 


18410  Venmr.i  Blvd  -  TARZANA,  CA  91356 
(S18)  881-GOLD  (818)  881  46.S3 


Let  it  roLO.Jet  it  roLO.Jet  it  row! 


Row  away  those  holiday  pounds  this  year  with  the  NordicRow 
TBX"  exerciser  by  NordicTrack.  Unlike  most  other  exercise 
machines,  this  revolutionary  machine  works  all  the  major 
muscle  groups  in  both  your  upper  and  lower  body.  A 
patented  Back  Stress  Management  System 
supports  your  back  and  adjusts  to 
your  body  for  an  easy,  safe  and 
^  connfortable  workout. 

Tiy  it  in  your  home  for  30  days,  and  watch 
those  holiday  pounds  disappear. 

Call  today  for  a  30-day  in-home  trial! 

NordicRow 


BY  NORDICTRACK 


FREE  VIDEO 


AND 

BROCHURE 


1-80QH16&4491 


EXT. 
312K1 


or  write:  NordicTrack,  141C  Jonathan  Blvd.  N..  Dept.  312K1,  Chaska,  MN  55318 

fJordtTfack,  Inc .  A  CML  Company  Ail  fighls  reserved 


for  your  ego.  Some  years  ago,  I  bought 
what  I  consider  to  be  the  best  office  chair 
ever  made,  the  Equa  designed  by  William 
Stumpf  and  Don  Chadwick  for  the  Hlerman 
Miller  Co.  I  chose  a  top-end  model  in  black 
glove  leather  that  set  me  back  more  than  a 

NEC  UltraLite  III,  4.8  lbs  .  S3,699 


 — ^ 

<i  ;:f| 

thousand  dollars.  But  since  then,  I  figure, 
the  physical  and  psychological  comfort 
offered  by  the  equable  Equa  must  have 
been  worth  thousands.  If  only  I'd  been 
writing  .screenplays,  the  figure  might  be 
millions. 

The  next  most  important  home  office 
choice,  from  an  emotional  standpoint,  is 
the  telephone.  For  some  people,  any  phone 
will  do,  but  they  are  misguided.  After  all, 
for  most  professions,  the  phone  is  still 
Excalibur,  and  to  ignf)re  it  as  an  object  is  a 
mistake.  I  favor  either  the  old-fashioned 
phone  AT&T  calls  "the  basic  black  instru- 
ment" or  the  sleek  danMark  2,  a  modern 
variation  on  the  same  sober  theme 
designed  for  GNT  by  Henning  Andreassen. 
Both  are  business  phones  that  look  as  if 
they  really  mean  business,  and  help  add 
heft  to  any  office,  even  one  with  a  view  of 
the  San  Francisco  hills.  (A  designer  friend 
of  mine,  however,  di.sagrees  with  my 
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choice  and  remains  faithful  to  her  Mickey 
Mouse  telephone,  claiming  that  it  keeps 
her  from  taking  herself — and  her  callers 
too  seriously.) 

No  less  a  statement  of  purpose  thatj^' 
the  chair  or  the  phone  is  the  des 
In  an  executive  office,  exotic  wooi 
and  the  lack  of  visible  work 
(implying  that  pure  concept  is 
your  beat)  are  symbols  of  status. 
At  home,  pure  expanse  is  the  name  of  the 
game;  the  more  room  you  have,  I'm  con- 
vinced, the  more  ambition  will  grow  to  fill 
it.  The  downside  is  that  open  space  invites 
increased  disorder,  but  limiting  working 
surface  is  no  solution,  since  the  floor  is 
always  available  for  the  piles  of  unread 
magazines,  unpaid  bills,  and  unfinished 
projects  that  pile  up  to  haunt  us. 

Plenty  of  surface  has  become  a  necessi- 
ty anyway,  since  the  array  of  office 
machines  has  grown  to  imperial  dimen- 
sions. So  many  wonderful  devices  are  avail 
able  now,  in  fact,  that  the  home  office  has 
entered  its  high  renaissance  period.  I 
Powerful  computers,  silent  laser  printers,  p  aj 
desktop  copiers,  fax  machines,  modems, 
and  answering  machines,  have  made  it  pos  -g^ 
sible  for  a  home  office  to  be  as  efficient  and  'i  '' 
impressive  as  its  corporate  cousin.  With 
only  a  few  certain  notable  exceptions,  the 
companies  that  produce  office  equipment 
are  beginning  to  pay  attention  to  the  aes- 
thetics of  design,  so  that  the  addition  of 
well-chosen  machinery  can  often  have  a 
clarifying  rather  than  a  cluttering  effect. 

My  advice  is  to  buy  the  entire  arsenal  of 
modern  gadgets.  First  of  all,  once  you 
begin  using  them,  they  make  the  home 
office  a  reassuring  place  to  be.  Second, 
you'll  get  respect  from  the  grudging  family 
members  who  had  set  their  greedy  little 
hearts  on  using  the  room  for  a  Nintendo 
den.  And,  most  important  of  all,  with  the 
pressing  need  to  pay  for  all  that  expensive 
gear,  your  once  humble  office  will  become 
the  humming  hive  of  productivity  you've    i  1,5 
always  dreamed  of.  Or  else.  4- 


)  i 

■fell 

«tl 
iSiai 
like 


3  6  H  C.  B  I  i  s  I  N  !■;  .s  s  W  k  f,  k  /  D  e  c  k  m  b  k  h  2  .  19  9  1 


H  0  L 1 1)  A  Y  Giving 


iockwise,  from  left:  long-necked  vase,  Michelangelo  Marchi,  S330,  Archetyype  gallery,  N.Y.C.;  yellow  bowl,  Cynthia  Johnson, 
80,  Contemporary  Porcelain,  N.Y.C.;  stick  lamp.  Warren  Muller,  $400,  Bond  Street  Studio,  N.Y.C.;  green  vase,  Cynthia 
ohnson,  $80,  Contemporary  Porcelain;  pink  vessel,  Olaf  Stevens,  $800,  Contemporary  Porcelain. 


One-of-a-kind  ceramic  vessels  are  beginning  to  emerge 
as  a  hot  new  maricet  for  budding  collectors 


y  A.G.  Harrell  Twenty  years  ago  savvy 
illectors  were  snatching  up  antique  majolica  platters 
id  candy  dishes  for  a  few  dollars  each  at  tlea  markets. 
:)w  these  brilliantly-glazed  earthenware  pieces  from 
igland  and  Italy  are  highly  prized  and  priced — not 
e  best  bet  for  budding  collectors.  More  within  the 
ach  of  the  recession-strapped  shopper  (and  more  in 
igue  every  year)  are  the  ceramics  being  turned  out  by 
tisans.  "It's  a  hot  area  in  collecting  that's  still  well- 
iced,  a  great  area  to  be  buying  in  right  now,"  says 
islie  Ferrin,  a  dealer  based  in  Northampton,  Mass. 
The  secondary  (or  resale)  market  has  developed  in 
cent  years  in  the  "art"  category  of  ceramics.  Kathleen 


Guzman,  who  heads  up  Christie's  East  in  New  York, 
insists  that  contemporary  ceramic  art  be  positioned  in 
the  context  of  contemporary  paintings  and  sculpture 
rather  than  decorative  art.  "Many  artists  use  the  vessel 
simply  for  the  sake  of  form,"  explains  Guzman.  "A  great 
deal  of  what  I  sell  is  non-functional."  The  investment 
potential  (we're  not  talking  about  casserole  dishes 
here)  is  tremendous.  "You  can  put  together  the  best 
collection  of  contemporary  ceramics  for  the  cost  of  a 
secondary  Impressionist  painting,"  Guzman  notes. 
"That  won't  be  possible  five  or  ten  years  from  now.  This 
is  an  area  that  is  at  the  forefront  of  collecting." 

Future  resale  value  aside,  the  current  interest  in  ► 
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one-of-a-kind  ceramic  vessels  may  be  a  reaction  to  the 
super-slick  aesthetic  of  the  eighties,  when  architect- 
designed  china  became  the  tableware  of  choice  among 
many  of  the  urban  hip.  Simplicity  is  emerging  as  the 
design  theme  of  the  decade,  and  with  that  has  come  a 
renewed  appreciation  for  the  virtues  of  the  crafted 
object,  from  textiles  to  ironworks  to  ceramics. 

Back  in  the  twenties,  master  craftsmen  Gustav 
Stickley  and  William  Morris  waged  war  against  popular 
tastes  with  the  perfect  conformity  of  mass-produced 
items.  Fortunately,  times  have  changed,  and  today  the 
craft  movement  is  once  again  surging  ahead  in  both 
supply  and  demand. 

The  spectrum  of  ceramics  being  made  today  ranges 
from  basic  stoneware  dishes  to  far-out  porcelain  sculp- 
tures. In  between  these  two  extremes  are  unique — but 
utilitarian — clay  vessels.  As  the  title  of  a  traveling  craft 
exhibition  trumpets,  this  is  art  that  works. 

Some  ceramists  approach  their  media  from  the  fine- 
arts  tradition  and  have  never  thrown  a  pot  in  their  lives 
while  others  never  veer  from  the  pottery  tradition. 
Su,san  Eslick  of  San  Francisco  treats  unadorned  plat- 
ters, bowls,  and  plates  as  the 
"canvas"  for  her  painting.  The 
same  holds  true  for  most  practi- 
tioners of  pique-assiete.  Their 
art  lies  in  the  embellishment  of 
surfaces  with  broken  bits  of 
china,  tile,  and  glass. 

In  contrast,  it  is  shape,  tex- 
ture, and  glazing  that  inform 
the  work  of  self-defined  potters. 
Warren  MacKenzie  cites  Japa- 
nese folk  and  Korean  pottery  as 
among  his  inspirations.  You 
will  find  his  wares  for  sale  at  a 
small  shop  next  to  his  studio  in 
Stillwater,  Minn. 

The  variety  of  wares  dis- 
played at  a  craft  show  (there 
were  900  booths  at  last  winter's 
American  Craft  Council  Balti- 
more event)  makes  it  the  ideal 
place  to  learn  about  ceramics 
and  to  identify  your  likes  and 
dislikes.  From  a  casserole  dish 
for  under  $80  to  a  $3,000  art 
piece,  there's  something  for 


it 

everyone.  The  Chicago  International  New  Arts  Forms 
Exposition,  held  every  fall,  is  essential  from  an  educa- 
tion point  of  view.  "It's  the  who's  who  in  collecting,'  ' 
says  Guzman. 

The  retail  options  range  from  shops  offering  func- 
tional, reasonably-priced  merchandise  to  upper-end  art 
galleries,  where  ceramic  works  are  displayed  in  a  muse-  , 
um-like  atmosphere  and  boast  sale  tags  that  start  at'l- 
$1,000.  This  disparity  is  rooted  in  the  current  blurring^ 
of  boundaries — in  ceramics  and  other  media — between  j 
craft  and  high  art.  If  it  already  has  been  deemed  art,  it,: 
is  going  to  cost  you  a  lot  more.  As  a  beginning  collec-  ji 
tor,  you  should  scout  out  good-quality  ceramics  that;! 
fire  your  imagination.  And  here's  something  else  to 
keep  in  mind,  according  to  the  experts:  Buy  pieces  that  ; 
are  representative  of  the  body  of  an  artist's  work. 

In  the  meantime,  if  you  still  fail  to  come  up  with  : 
something  wonderful  for  yourself  or  someone  else,  ) 
consider  a  gift  trip  to  a  crafts  center.  Two  weeks  next  \ 
summer  in  Snowmass,  Colo.,  at  one  of  the  Anderson 
Art  Center's  ceramics  workshops,  will  yield  a  pot  or  two 
and  a  lot  of  fun  besides.  ❖ 


The  current  interest  in  one-of-a-icind 
ceramic  vessels  may  be  a  reaction  to  the 
super-siici(  aesthetic  of  the  eighties. 


From  left:  two  obelisks  by  Mark  Cecula,  S90  each;  and  "Bauhaus  Memory"  vessel  by 
Mark  Cecula,  S2,000.  All  are  available  at  Contemporary  Porcelain  in  IM.Y.C. 
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THE  INVESTMENT.    THE  DIVIDEND 


It's  smart.  It's  understated.  The  Fujitsu  Pocket 
Commander™  cellular  telephone  is  an  investment  in 
style,  with  classic  lines  and  tasteful  attention  to  detail. 
Yet  the  Pocket  Commander  is  light  and  compact 
enough  to  fit  in  your  pocket.  And  complementing  the 
phone's  innovative  design  is  the  sophisticated 
technology  you'd  expect  from  Fujitsu. 


1 


8    0  0 


This  is  one  venture  v/ith  a  guaranteed  return.  A  free 
$75  Spiegel  gift  certificate  comes  with  the  purchase 
of  the  Pocket  Commander.  Plus  a  coupon  for  a 
special  promotional  accessory  package.  For  details 
on  the  investment  with  an  immediate  dividend,  call 
for  the  authorized  Fu|itsu  dealer  nearest  you.  With 
the  Fujitsu  Pocket  Commander,  st/le  has  its  rewards. 

5     5     -     9    9     2  6 


Fujrrsu 

The  global  computer  &  comnnunications  company. 

POCKET  COMA^ANDER^'^  is  a  trademark  of  Fuptsu  Network  Transmission  Systems,  Inc.  Promotional  offer  expires  Deceml>er  31 ,  1  991 
Accessory  coupon  not  valid  outside  tfie  U  S  ,  and  not  redeemable  by  dealers 
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Every  year,  mil- 
lions of  Americans 
are  gripped  with 
holiday  fever.  But 
many  others  hit 
the  high  roads.  As 
writer  Randall 
Fuller  reports,  New 
Orleans  is  a  good-natured  city,  with  a 
r  distinct  twist  on  the  holidays. 
;    For  something  a  little  tamer,  try 
an  English  country  mansion  hotel. 
^  Rob  Ryan  writes  that  the  best  ones 

^f^^igiy^'^'^ treat  their  visitors  like  nonpaying 
guests.  So  whether  you're  planning 
^  to  head  across  the  country  to  New 
^^S^^Jil^- -Orleans,  across  the  Atlantic  ocean  to 
X  \  ,^England — or  just  across  town  to  the 
>irr^1aws' — happy  travels. 

n 


'  Papa  Noel,  the 
Cajun  Santa 
QIaus,  above. 
y»i  fylew  Orleans 
,  celebrates 
*  Christmas 
-  -  3  scale  that 
rivals  Las  Veg^s 
productiflspV' 


New  Orleans 


Only  once  in  its  long  and  sultry 
history  has  New  Orleans  actually 
awakened  to  that  most  American  of 
holiday  experiences — a  white 
Christmas.  Two  years  ago,  when  a 
freak  snowstorm  passed  through  the 
South  in  a  manner  somewhat  remi- 
niscent of  General  Sherman,  the  city 
found  itself  suddenly — bewildering- 
ly — blanketed  with  snow.  Not  surpris- 
ingly. New  Orleans  wasn't  prepared 
for  the  exigencies  of  a  Yankee  winter 
(municipal  snowplows  were  scarcely 
equipped  to  handle  a  flurry,  let  alone 
a  full-fledged  blizzard).  Even  less  sur- 
prisingly, residents  of  the  city  didn't 
respond  to  the  catastrophe  with  the 
can-do  practicality  of  their  brethren 
to  the  north.  Instead,  bartenders  fixed 
up  extra  batches  of  hot  toddies,  snow- 
persons  were  fashioned  in  the  likeness 
of  voodoo  queen  Marie  Laveau,  and 
the  city  threw  itself  a  larger  party 
than  usual  and  waited  for  the  exotic 
white  stuff  to  melt. 

Not  that  New  Orleans  has  ever  per- 
mitted anything  so  negligible  as  the 
weather  to  prevent  it  from  having  a 
good  time.  New  Orleans  has  always 
shunned  the  South's  putative  gentility 
and  enjoyed  instead  a  reputation  as  a 
place  for  perpetual  festivity.  Never 
feeling  obligated  to  behave  like  the 
rest  of  the  country.  New  Orleans  has 
steadfastly  insisted  on  expressing  the 
more  repressed  and  celebrative  under- 
currents of  our  nature.  Merely  consid- 


Holiday  G  i  v  i  n  g 


er  that  each  February  hundreds  of 
thousands  of  people  here  take  to  the 
streets — dressed  in  jewelry,  feathers, 
and  very  little  else — for  what  is  osten- 
sibly a  religious  festival  (yes,  Virginia, 
Mardi  Gras  does  mark  the  beginning 
of  Lent),  and  you'll  see  why  Christmas 
in  New  Orleans  is  observed  differently 
than  anywhere  else  in  the  world. 

A  melting  pot  of  French,  Spanish, 
and  African  cultures,  New  Orleans' 
streets  throb  during  December  with 
sultry  jazz  renditions  of  traditional 
French  carols.  On  Christmas  eve,  bon- 
fires are  lit  along  the  Mississippi  lev- 
ees— according  to  an  old  plantation 
legend.  Papa  Noel  (the  Cajun  Santa 
Claus)  arrived  by  riverboat  and  needed 
a  light  to  find  his  way. 

New  Orleans'  occasional  efforts  to 
emulate  the  rest  of  the  country  in 
matters  of  holiday  tradition  are  invari- 
ably doomed  to  fail  in  such  an  other- 
worldly place.  Each  December,  the 
Pelican  Ice  Company  produces  tons  of 


An  artist  displays 
his  work  in 
Jackson  Square. 


artificial  snow.  This  practice  usually 
results  in  ruinously  muddy  lawns,  but 
it  affords  New  Orleans'  children  the 
pleasure  of  participating  in  snowball 
fights  amid  the  bougainvillea  and 
Spanish  moss.  The  company  also 
hauls  a  load  of  faux  snow  to  the  city's 
highest  point — Monkey  Hill — where 
from  the  breathtaking  height  of  50 
feet  a  few  intrepid  locals  actually 
attempt  to  ski. 

For  all  its  eccentricities,  Christmas 
remains  the  biggest  family  holiday  in 
in  New  Orleans.  It's  the  one  occasion 
when  the  allure  of  jazz  and  G-strings 
are  forsaken  for  calmer,  less  randy 
pleasures.  Christmas  is  the  time  when 
New  Orleans  takes  account  of  the 
year's  previous  misconduct  and  makes 
brief  observance  to  whatever  benevo- 
lent authority  allows  life  to  proceed  so 
entertainingly.  Turkeys  are  baked,  egg 
nog  consumed  (though  both  in 
greater  quantities  than  most  other 
places),  and  if  there  are  the  traditional 
holiday  leftovers,  so  much  the  better. 
In  New  Orleans,  having  enjoyed 
another  Christmas  is  reason  enough 
to  celebrate. 

WHERE  TO  STAY 

Note:  The  area  code  is  504. 

Hotel  Maison  de  Ville,  727  Rue 

Toulouse,  561-5858. 

Le  Meridien,  614  Canal  Street, 
525-6500. 

Soniat  House,  1133  Chartres  Street, 

522-  0570. 

Windsor  Court,  300  Gravier  Street, 

523-  6000. 

WHERE  TO  EAT 

Acme  Oyster  House,  724  Iberville, 
522-5973. 

Brennan's,  417  Royal  Street, 
525-9711. 

Central  Grocery,  923  Decatur  Street, 
,523-1620. 

Galatoire's,  209  Bourbon  Street, 
525-2021. 


Devon 


The  whole  concept  of  being  invited 
to  spend  a  weekend  in  the  country 
over  the  holidays  has  been  central  to 
the  notion  of  British  society  at  play 
since  the  18th  century.  "Of  all  the 
things  the  British  have  invented," 
wrote  Henry  James,  "the  most  perfect, 
the  most  characteristic. .is  the  well- 


Devon,  land  of 
thatched  roofs, 
white-washed  vil- 
lages, and  coun- 
try-house hotels. 


appointed,  well-administered,  well- 
filled  country  house." 

This  tradition  of  decamping  to  the 
country  still  persists.  In  fact,  the 
blueprint  for  the  great  urban  escape  is 
for  friends  and  family  to  gather  at  an 
ancestral  estate.  Unfortunately  ,  these 
days  most  of  us  do  not  have  well- 
heeled  friends  with  inherited  man- 
sions. Hence  the  growth  in  popularity 
of  the  country  house  hotel,  where  city 
folks  can  play  at  being  a  well-con- 
nected member  of  society. 

Last  December,  on  the  recommen- 
dation of  a  friend,  I  drove  west  to 
Devon.  Four  hours  out  of  London  I 
was  in  this  land  of  thatched  roofs.  ► 


Holiday  Giving 
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Huntsham 
Court  treats 
customers 
like  guests  at  a 
houseparty. 

whitewashed  villages,  and  warm,  wel- 
coming pubs.  After  only  a  half-dozen 
false  turns,  I  swept  up  the  drive  to  the 
wonderfully  brooding  Gothic  mass  of 
Huntsham  Court. 

As  I  stepped  out  into  the  hallway 
of  Huntsham,  I  knew  at  once  that  this 
place  did  not  play  by  the  normal  rules. 
For  a  start  there  was  none  of  the  usual 
bustle  of  concierges,  receptionists, 
and  bell-boys.  In  fact,  there  was  no 
staff  at  all.  The  only  sounds  were  the 
crackle  of  a  well-fed  log  fire  and,  from 
somewhere  behind  closed  doors,  that 
satisfying  thunk  of  snooker  balls  mak- 
ing contact.  "Hi,"  said  a  female  voice 
from  behind,  the  American  accent  a 
shock  in  deepest  Devon.  Perplexed  by 
the  lack  of  a  form  tn  fill  in  or  register 
to  sign,  I  could  only  mutter,  "Thanks. 
You  must  be  the  proprietor." 

"Good  grief,  no.  I'm  Kathy,  a  guest 
like  you.  Let  me  show  you  around."  It 
was  then  I  knew  that,  whatever  the 
technique  of  transforming  hotel  into 
home-away-from-home,  Andrea  and 
Mogens  Bolwig  have  perfected  it. 

There  are  no  locks  on  the  room 
doors,  no  phones,  and  no  TVs.  The 


snooker  room,  lobby,  and  library  are 
huge,  yet  full  of  welcoming  nooks  and 
crannies,  and  all  meals  are  communal 
along  one  huge  medieval-banquet- 
style  table. 

The  food  is  excellent,  and  you  don't 
have  to  pay  for  your  drinks.  Well,  not 
immediately:  There  is  an  honor  book 
in  the  bar  into  which  you  catalogue 
your  consumption  as  the  evening  pro- 
gresses. .'\nd  progre.ss  it  will,  well  into 
the  early  hours,  with  host  and  hostess 
joining  in,  until  that  line  between  pay- 
ing guest  and  friend  starts  to  blur. 
Along  with  everything  else. 

Although  the  hotel  will  arrange 
shooting  and  riding  and  fishing,  in 
truth  the  environment  acts  as  a 
benign  sedative,  where  indolence 
becomes  the  order  of  the  day.  You 
might  stir  for  a  stroll  in  the  grounds,  a 
game  of  snooker,  or  a  read  in  the 
libraw.  Then  suddenly:  My  gosh,  is  it 
time  for  afternoon  tea  already? 

When  it  came  time  to  leave,  Devon 
was  blanketed  with  snow,  while  in  the 
hall  behind  me  the  Christmas  baubles 
glinted  from  the  log  fire.  I  looked  at 
Andrea  and  she  just  shrugged.  "Well, 
you  can  always  stay  an  extra  night," 
she  .said.  But  I  already  knew  that.  •:• 

WHERE  TO  STAY: 

Note:  The  country  code  is  011-44 

Burgh  Island,  Bigbury-on-Sea,  Devon 
(548-810243). 

Field  Head  House.  Outgate, 
Hawkshead,  Cumbria  (9666-240). 

Huntsham  Coutl,  Huntsham,  near 
Hampton,  Devon  (3986-:565). 

Kinnaird  Estate,  Dunkeld,  Perthshire, 
Scotland  (79-682-440). 

Llangoed  Hall,  Llyswen,  Brecon, 
Powys,  Wales  (874-754525). 

Maiden  Newton,  Dorchester,  Dorset, 
England  (300-20336). 

Stapleford  Park,  Stapleford,  Melton 
Mowbray,  England  (057284-522). 


IBM  PS/1 


page  2 

The  first  computer  to  under- 
stand that  you  don't  just  have 
a  job.  You  have  a  life.  For 
additional  product  informa- 
tion and  a  store  near  you,  call 
(800)  IBM-3377. 


A.T.  Cross 


page  7 

Call  (800)  654-3880  for  the 
dealer  nearest  you. 


page  35 

Breitling  has  been  successfully 
manufacturing  and  distribut- 
ing timepieces  since  1884  in 
Switzerland.  It  prides  itself  on 
being  one  of  the  largest 
importers  of  automatic  and 
mechanical  chronographs  to 
the  U.S.  In  Stainless  Steel, 
18kt  Gold,  Platinum,  and 
White  Gold.  For  more  infor- 
mation on  our  collection, 
please  call  (203)  327-1411  or 
fax  (203)  327-2537. 
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Panasonic  introduces  MS-DOS 
file  compatible  word  processors  | 
that  can  communicate  with  a  PC. 

Even  if  you  don't  understand 
MS-DOS*  be  sure  you  get  a  word  pro- 
cessor that  does.  A  new  Panasonic 
laptop  or  desktop  word  processor. 

Panasonic  word  processors  make 
It  easy  to  take  your  files  witin  you. 
Because  they  can  read  and  write 
MS-DOS  connpatible  files  and 
fc-.      store  them  on  3.5"  floppy  disks. 
And  just  as  Panasonic 
understands  word 
processors,  our  word 
processors  under- 
stand people  too. 
That's  why  the  new 
laptop  KX-WL55  is 
so  slim  and  port- 
able it  slides 
neatly  into  an 
attache  case.  Yet,  it  offers 
technology  like  an  extra 
bright  backlit  LCD  screen,  spelling 
correction  and  dictionary,  a  the- 
saurus, even  a  built-in  spread 
sheet  program.  And  the 
Panasonic  desktop 
word  processor 
KX-W1525  offers  ad- 
vanced features  like 
a  new  easy-view  screen,  pop- 
up menus  and  a  built-in  letter-quality 
daisywheei  printer. 

So  even  if  you  don't  know  what 
MS-DOS  means,  for  all  this  power 
and  versatility  the  only  word  you 
need  to  know  is  Panasonic.  B 

*  MS-DOS  IS  a  registered  trademark  of  ttie  Microsoft  Corp 
Spelling  programs  developed  and  copyrighted  by  Hougtiton 
Mifflin  Co  ,  publistiers  of  The  American  Heritage  Dictionary 
Electronic  Thesaurus  developed  by  Houghton  Mifflin  Co  , 
publishers  of  Roget's  II  Ttie  New  Thesaurus 


Panasonic 

just  slightly  ahead  of  our  timef 


YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corptorate  gift  expresses  more  than 
JL  \.  iijratitiide.  Ir  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  m  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staf^s.  They  are  bestowed 
by  ever^'one  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 
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RESPITE  THE  FACE-LIFT, 
IVON  IS  SAGGING 


mes  Preston  has  shed  a  load  of  debt,  but  sales  are  still  a  mess 


Ever  since  James  E.  Preston  took 
over  as  chairman  of  Avon  Products 
Inc.  three  years  ago,  one  unwel- 
ne  visitor  after  another  has  been  ring- 
f  his  doorbell.  Preston  has  had  to  fend 
'  hostile  overtures  from  Irwin  L.  Ja- 
Ds,  Amway,  and,  most  recently,  a  New 
rk  investment  group  called  Chartwell 
sociates.  In  April,  the  beauty-aids  pur- 
yor  ended  its  two-year  takeover  battle 
th  Chartwell  after  boosting  its  divi- 
nd  40%  and  declaring  a  special  $3-a- 
ire  payout  for  investors.  Preston,  it 
;med,  could  finally  breathe  easily. 
Well,  not  quite.  True,  Avon  is  no  long- 
being  hounded.  But  it's  hard  to  paint 
pretty  face  on  its  results.  The  U.  S. 
)nomic  downturn  is  hammering  its  do- 
istic  door-to-door  business,  and  Pres- 

I  is  having  trouble  keeping  turnover 
«s  among  his  legion  of  sales  represen- 
.ives  down  to  reasonable  levels.  These 
,ner  times  have  also  hurt  Avon's 
)rgio  and  Red  lines  of  luxury  fra- 
mces  sold  in  department  stores. 
lALLER  WORLD.  More  troubling 

II  is  the  slowdown  in  Avon's  in- 
'national  operations,  which  rep- 
sent  55%  of  total  sales.  Avon 
w  operates  in  over  100  coun- 
ss,  and  its  far-flung  activities 
re  to  have  been  a  buffer  against 
)omy  times  at  home.  But  results 
key  markets  such  as  Brazil 
d  Japan  are  off  this 


ESTON  THINKS 
(Ea  MAIL  COULD 
IG  UP  $500 
LLION  IN 
LES 


year — and  overall  growth  is  sluggish. 

This  isn't  the  kind  of  year  Preston  had 
hoped  for.  Now  that  Avon  isn't  spending 
millions  to  keep  raiders  at  bay,  analysts 
were  looking  for  head-turning  results. 
Unfortunately  for  Avon,  its  net  earnings 
were  off  60%  for  the 
first  nine  months  of 
1991,  to  $43.1  million  on 
$2.46  billion  in  sales. 
True,  without  a  $75 
"'ion  third-quarter 


mi 

charge  to  write  down 
the  value  of  securities 
Avon  received  from  the 
sale  of  assets  in  1987 
and  1988,  income  from 
continuing  operations 
would  have  grown  10%, 
to  $118.1  million.  De- 
spite the  sluggish  econ- 


TROUBLES 
CALLING  AT  AVON 

SALES  ARE  SLUGGISH  AT  HOME 

Avon's  U.S.  door-to-door 
sales,  now  of  about  $1.4  bil- 
lion, have  barely  budged  dur- 
ing the  last  three  years.  Worse, 
profit  margins  are  being 
squeezed  by  price  discounting 

CONSUMERS  AVOID  FANCY 
FRAGRANCES  The  wobbly 
economy  has  slammed  sales  of 
Avon's  Giorgio  and  Red  lines 
of  luxury  fragrances.  Soles  of 
the  perfumes,  which  run  up  to 
$175  an  ounce,  ore  off  by 
more  than  15%  this  year 

KEY  MARKETS  SLIDE  OVERSEAS 

Avon's  international  sales,  rep- 
resenting 55%  of  the  $3.5  bil- 
lion total,  have  been  battered 
by  on  economic  slowdown  and 
currency  devaluation 
is  way  off  in  Brazil  and  Japan, 
two  key  markets 


X 
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omy,  Preston  is  upbeat  about  the  crucial 
fourth  quarter,  which  typically  accounts 
for  45%  to  50%  of  total  earnings.  But  the 
chairman  recently  warned  analysts  that 
Avon's  1991  results  will  be  at  the  lower 
range  of  Wall  Street  earnings  esti- 
mates— perhaps  around  $210  million,  or 
up  only  8%  from  last  year. 

Preston,  58,  is  now  working  hard  to 
lend  some  oomph  to  sales  through  such 
measures  as  direct  mail.  Since  last 
spring,  some  Avon  reps  have  supplied 
the  company  with  names  of  potential 
customers,  who  are  then  mailed  cata- 
logs. So  far,  about  11%'  of  customers 
have  responded  to  the  personalized  cam- 
paign, well  above  the  average  3%  re- 
sponse rate  for  direct-mail  solicitations. 

Preston  thinks  direct 
mail  will  account  for 
$300  million  to  $500  mil- 
lion in  sales  within 
three  to  five  years. 
Avon  also  has  a  toll- 
free  number  for  tele- 
phone orders  and  will 
even  take  orders  by 
fax.  To  get  the  word 
out  on  all  of  these 
changes,  Preston  plans 
to  boost  Avon's  adver- 
tising budget  by  50% ,  to 
$11  million,  next  year. 
"Avon  is  fundamentally 
a  different  business," 
says  Preston,  a  27-year 
veteran  who  started  out 
in  sales. 

HOUSECLEANING.  Avon 
has  certainly  undergone 
some  big  changes  since 
Preston's  arrival.  With 
an  eye  to  returning  the 
company  to  its  tra;di- 
tional  emphasis  on  cos- 
metics, fragrances,  and 
toiletries,  Preston  sold 
off  the  company's  hold- 
ings in  health  care  and 
retirement  homes.  The 
housecleaning  was  pain- 
ful: Avon  posted  a 
$404.5  million  loss  in 
1988,  thanks  to  various 
write-downs. 

With    the    help  of 
Chief  Financial  Officer 
Edward  J.  Robinson, 
who  was  recruited 
from  RJR  Nabisco 
Brands  Inc.,  Pres- 
ton has  also  tidied  up 
the  company's  balance 
sheet.  Avon's  once  stag- 
gering debt  load  of 
$1.13  billion,  wluch  in 
1988  represented  82.5% 
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of  total  capital,  u  '1  be  pared  down  to 
about  .^00  million,  or  63. .^'"f.  by  year's 
end  through  asset  sale.-;  and  sa\"ings 
from  layoffs  and  better  inventor}"  man- 
agement. Even  former  detractoi"?  now 
credit  Preston  with  bringing  more  focus 
to  Avon.  "This  company  is  really  very 
seriously  concentrating  on  its  core  busi- 
nesses." says  M.  Anthony  Fisher,  a  New 
York  real  estate  developer  who  won  a 
board  seat  during  ChartR^eH's  unsuc- 
cessful attempt  to  take  over  Avon. 

But  Avon  still  has  plenty"  more  spruc- 
ing up  to  do.  The  company's  U.  S.  beauty 
business,  which  accounts  for  40'"f  of 
sales,  has  been  flat  since  1989.  compared 
with  the  .5'"f-to-7'''f  annual  growth  for  the 
industiy  as  a  whole.  So  Preston  has 
whipped  out  his  markdowii  pen.  Prices 
on  such  items  as  nail  enamel  and  sham- 
poo have  been  discounted  by  up  to  75' f. 
Preston  is  also  taking  Avon's  Giorgio 
and  Red  scents  to  new  fojeign  markets 


to  offset  the  downturn  at  home.  But  the 
price  cuts  and  the  push  into  new  mar- 
kets are  pinching  margins,  which  will 
fall  this  year  to  14.1^f.  pretax,  from 
15.4'>  last  year  figtires  Merrill  L\-nch. 

Preston  is  also  tning  to  do  more  to 
retain  Avon's  sales  representatives, 
some  of  whose  positions  now  have  a 
2o0^(  annual  turnover  rate.  Under  a  new 
progi-am  now  being  tried  out  in  Califor- 
nia and  25  other  states,  reps  can  earn  up 
to  21^c  in  bonuses  on  the  sales  of  new- 
reps  they  recruit. 

OUT  OF  STOCK.  Xot  all  of  the  sales  force 
are  happy  w  ith  the  Preston  regime,  how- 
ever— and  the  reps  are  an  all-impoitant 
constituency  at  Avon.  "We're  the  back- 
bone of  this  company."  says  one  dis- 
gi-untled  rep.  Avon  says  it  is  committed 
to  its  reps  and  has  no  intention  of  sup- 
pk  nting  them  with  direct  mail.  But  a 
gi'oup  of  Avon  salespeople  in  West  Vir- 
ginia recently  fired 


off  an  angrj-  letter  to  Avon  Presiden 
E.  V.  Goings  Jr.  complaining  that  mei 
chandise  they  had  ordered  came  t 
weeks  overdue.  Preston  concedes  tha 
some  Avon  products  do  arrive  late. 

A  bigger  headache,  though,  is  ovei 
seas.  For  yeai-s.  foreign  sales  grew  at  a: 
average  16^f  annual  chp.  But  this  year, 
.recession  in  Brazil  and  a  flagging  Jap; 
nese  operation  have  hurt.  InternationE 
sales  were  up  only  5^^  in  the  third  quai 
ter,  and  pretax  operating  profits  fell  A% 
All  the  same,  investors  are  hardly  hi1 
ting  the  panic  button.  Avon's  stock  ha 
appreciated  more  than  407c,  to  aroun^ 
40.  since  the  start  of  the  yeai.  And  an£ 
lysts  believe  Preston's  makeover  o 
Avon  should  fmally  start  to  pay  of 
come  1992.  If  so,  then  maybe  Presto 
can  finally  stop  worrying  about  wh 
might  turn  up  on  his  doorstep. 

By  Bruce  Hage 
iti  Xew  York 
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Wery  year,  Mary  Kay  Cosmetics 
Inc.  gives  more  than  300  of  its 
I  top  salespeople  a  small  token  of 
appreciation:  the  use  of  a  a  pink  Cadil- 
lac for  two  years.  That  has  always 
summed  up  the  flamboyant  spirit  of 
the  cosmetics  company  founded  by 
Man.-  Kay  Ash  in  1963.  But  not  long 
ago.  a  Pinto  might  have  been  a  more 
apt  symbol.  By  the  mid-1980s.  Man," 
Kay  found  it  tough  to  recruit  women 
as  sales  representatives  because  of  the 
better-pa\ing  jobs  open  to  them.  And 
with  more  women  working,  the  remain- 
ing reps  had  ti-ouble  reaching  new  buy- 
ers. Sales  and  earnings  tumbled. 

But  look  at  Mar>-  Kay  now.  Even  as 
rival  Avon  Products  Inc.  is  stumbling, 
the  company  seems  to  have  regained 
i-s  footing.  The  tw^o  competitors  have 
an  unusual  relationship.  Maiy  Kay 
owns  a  stake  in  Avon — and 
was  part  of  a  failed  takeover 
bid  launched  by  ChartAvell  As- 
sociates two  years  ago.  But 
these  days,  Man.-  Kay  is  more 
concerned  with  making  its  own 
business  grow  than  with 
snatching  away  someone  else's. 
TIGHT  MARKET.  Under  the  lead- 
ership of  48-ye  r-old  Richard  R. 
Rogers,  son  of  Chairman 
Emeritus  Ash,  the  company 
has  used  shrew^d  marketing, 
better  sales  incentives,  and 


new  products  to  get 
back  on  track. 
Since  1985,  when 
management  engi- 
neered a  S450  mil- 
lion leveraged  buy- 
out, sales  have 
risen  a  stunning 
96^"^,  to  $487  mil- 
lion. And  Mary-  Kay 
has  more  than  dou- 
bled cash  flow — a 
blessing  consider- 
ing its  still-hefty 
S347  million  in  debt. 

Cash  flow  will  be  flat  this  year, 
thanks  largely  to  spending  on  a  &3  mil- 
lion telephone  ordeiing  system.  But 
few  are  complaining.  "Thej-'ve  done  re- 
markably well  since  their  buyout," 
says  John  E.  Schlifske,  associate  direc- 
tor of  Noithwestem  Mutual  Life  In- 
sui-ance  Co.,  a  Mary-  Kay  bondholder. 

By  offering  sweeter  commissions 
and  bonuses,  Maiy  Kay  has  replen- 
ished the  ranks  of  its  sales  force 
with  more  part-timers.  Nearly  TO^f  of 
the  sales  force  now  have  other  jobs, 
vs.  33*^^  before  the  buvout.  Man"  Kav 


A  MUSE  IN  GROWTH 
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now-  boasts  some 
220,000  salespeople, 
up  more  than  ^''c 
since  1985. 

All  those  sales- 
people will  be  bat- 
tling in  a  tighter 
market,  how-ever. 
with  the  nation's 
cosmetics  business 
expected  to  grow 
by  little  better  than 
the  rate  of  inflation 
in  coming  vears. 
But    Richard  C. 
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Bartlett,  president  of  Man-  Kay  Cos- 
metics, hopes  that  with  its  m.ore  per- 
sonalized senice  and  lower  prices. 
Mar}-  Kay  can  steal  business  aw-ay 
from  department  stores,  many  of 
which  are  reeling  from  heavy  debt 
pressure. 

All  the  same,  Mary  Kay's  best 
growth  prospects  are  overseas,  where 
it  has  a  foothold  in  15  countries.  The 
company  aims  to  boost  foreign  sales 
from  ll^c  to  50%  within  10  years.  To  do 
so.  Mar}-  Kay  is  looking  to  acquire  a 
manufacturing  plant  in  Europe  and 
move  its  forces  into  Japan. 

Rival  Avon,  which  gets  55% 
of  its  sales  from  overseas, 
scoffs  at  Mar}-  Kay's  expan- 
sion plans.  "They  have  been 
tr\ing  to  do  that  for  the  last  15 
years,"  says  CEO  James  E. 
Preston.  Maybe.  But  given  the 
way  things  are  going  for  Mary 
Kay,  Avon  had  better  keep  an 
eye  on  its  rear%iew-  mirror:  A 
pink  Caddy  might  be  gaining 
on  it. 

By  Wendy  Zellner  in  Dallas 
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It's  not  a  miracle  she  sxirvived. 
It's  a  miracle  she  can  aJfford  to. 


According  to  statistics,  4  out  of  10  people  will  need  long-term  care. 
In  fact,  25%  of  all  employees  already  provide  some  kind  of  care  for 
a  relative  suffering  from  a  chronic  illness,  physical  or  mental  disability 
And  though  modem  medicine  can  work  wonders,  the  costs  can  be 

equally  amazing.  Even 
for  in-home  care  or  for  a 
stay  in  a  nursing  home. 

But  it's  easy  to  help 
your  employees  prepare 
for  the  future  with  our 
Long-Term  Care  voluntary 
plan.  This  new  insurance 
coveracfe  has  the  ease  of 
payroll  deducted  premiums. 

Our  program  also  gives 
employees  direct  access 
to  local  experts  who  can 
help  them  make  informed 
decisions  at  a  difficult  time. 
What's  more,  every  patient 
can  choose  to  receive 
individual  care  planning. 
So  they're  assured  of  the  appropriate  services  and  care  through 
a  network  of  trained  specialists.  Moreover,  this  important  benefit  is 
available  for  employees'  spouses,  parents  and  in-laws,  too. 
For  further  information,  call  Frank  Sena,  at  1-800-932-1132. 
The  CIGNA  Long-Term  Care  plan  for  employees  costs  you  almost 
nothing  to  offer.  And  it  will  seem  like  you've  worked  miracles. 

Connecticut  General  Life  Insurance  Company,  a  CIGNA  company. 


We  get  paid  for  results! 


CIGNA 


Todaj^  half  the  world's  checks  are  processed  by  d 


Whether  you're  working  with  dollars  or  Deutsche 
marks,  pounds  or  pesos,  the  computer  is  at  the  heart  of 
every  bank. 

So  we're  especially  proud  that  44  of  the  world's 
50  largest  banks  trust  their  business  to  Unisys.  In  the 
last  several  months  alone,  Comerica,  Huntington 
National  and  Barnett  Banks  have  placed  large  orders 
for  Unisys  systems. 

Of  course,  that  kind  of  trust  is  nothing  new  to  us. 
Eight  of  America's  top  ten  banks  have  relied  on  Unisys 
for  critical  operations  like  check  processing  for  years. 

And  like  all  the  rest  of  our  60,000  customers  in 
banking,  government,  telecommunications,  distribution 
and  other  businesses,  they  get  more  than  technology. 

They  get  the  experience  and  resources  of  a  com- 
pany with  a  heritage  of  helping  business  and  govern- 
ment. In  more  than  100  countries,  Unisys  finds  more 
productive  ways  of  putting  information  systems 
together. 

Call  us  at  1-800-448-1424,  ext.  70,  and  see  how 
Unisys  can  help  you. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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PRO  FOOTBALL  I 


CANADIAN  FOOTBALL 
LOOKS  FOR  DAYLIGHT 


The  money-losing  league  mulls  a  risky  expansion  into  the  U.S. 


ruce  McXall,  the  Los  Angeles 
coin  dealer  who's  pa\"ing  rookie 
Raghib  "Rocket"  Ismail  a  record 
$18  million  over  four  years  to  play  in  the 
Canadian  Football  League,  couldn't  have 
scripted  it  any  better.  On  Nov.  17,  be 
fore  a  near-capacity  Toronto  SkyDome 
crowd  of  50,380,  the  Rocket  gathered  in 
a  punt,  then  darted  and  danced  his  way 
75  yards  downfield  for  a  touchdown.  The 
Rocket's  performance  helped  propel 
McXall's  Toronto  Argonauts  to  a  42-3 
blowout  of  the  Winnipeg  Blue  Bombers 
and  a  berth  in  the  Grey  Cup — the  CFL's 
Super  Bowl — on  Nov.  24. 

In  his  first  year  in  Canada,  the  Rocket 
has  done  more  than  help  the  Argos  to  a 
14-5  record,  -Just  as  McNall  had  hoped 
when  he  lured  the  former  Notre  Dame 
star  up  north.  Ismail  has  fired  inter- 
est in  the  CFL.  Average  attendance 
at  Argo  home  games  jumped  some 
15,000,  to  36,000,  this  season.  And 
the  CFL's  long-anemic  T^'  ratings 
are  up  by  as  much  as  40^c. 
RESCUE  MISSIONS.  Even  with  the 
Rocket,  though,  the  CFL  remains 
one  of  the  shakiest  pro  leagues  in 
North  America.  "Every  team  is  los- 
ing money  this  year."  moans  Mur- 
ray Pezim.  the  flamboyant  \"ancou- 
ver  mining  executive  who  owns  the 
British  Columbia  Lions.  Pezim  ex- 
pects to  lose  more  than  SI  million  this 
year,  even  though  Lions'  quarterback 
Doug  Flutie.  the  1984  Heisman  Trophy 
winner,  has  boosted  home  attendance  by 
10,000  a  game.  Two  of  the  eight  CFL 
teams — Calgarj-  and  Ottawa — were  just 
rescued  from  insolvency" by  new  owners. 

To  get  on  firmer  ground,  CFL  owners 
are  now  considering  the  most  radical 
gamble  in  their  histor.^:  expanding  into 
the  U.  S.  A  committee  headed  by  Canadi- 
an comedian  John  Candy,  an  Argo  co- 
owner,  is  studying  the  question,  and 
some  sort  of  U.  S.  foray  seems  likely  by 
the  1993  season.  Com.missioner  J.  Donald 
Cramp  says  Portland,  Ore.,  Detroit, 
Florida,  and  even  Fargo,  N.  D.,  are 
among  the  sites  under  consideration. 

The  U.  S.  presents  an  almost  irresist- 
ible lure.  Since  the  Montreal  Alouettes 
folded  in  1987,  the  CFL  has  been  locked 
into  the  tiny,  English-speaking  Canadian 


market.  "We're  running  a  w^hole  league 
for  17  million  people."  says  Crump,  the 
fourth  CFL  commish  in  10  years. 

Small  markets  don't  make  for  fat  rev- 
enues. This  year  the  CFL  sold  its  T\' 
rights  to  the  Canadian  Broadcasting 
Corp.  for  a  mere  SI  million  and  netted 
several  million  more  from  ad  sales. 
Much  of  that  money  went  to  keep  the 
Ottawa  Rough  Riders  afloat.  But  even 
in  a  good  year.  CFL  teams  count  on  no 
more  than  Si  million  or  so  from  T\'.  In 


BRIGHT  SPOT:  ROCKET 
ISMAIL  IS  BOOSTING 
TORONTO  ATTENDANCE 


contrast,  each  National  Football  Leag 
team  will  get  S28  million  in  'H"  loot  t 
year.  That's  roughly  equal  to  the  CP 
total  revenue. 

Those  numbers  are  at  the  heart  of  t 
league's  dilemma.  While  the  CFL  ne( 
marquee  players  to  generate  fan  int 
est,  it  can't  compete  with  N'FL  salari 
The  average  CFL  player  earns  a  lit 
more  than  S50,000.  about  one-eighth  t 
NFL  average.  And  while  McNall  outl 
the  XFL  for  the  Rocket,  few  believe  tl 
he  can  afford  to  keep  the  star  in  Cana 
beyond  his  four-year  contract,  if  tl 
long.  Indeed,  Candy  hinted  in  a  rec( 
newspaper  inteniew  that  Ismail  m 
soon  jump  to  the  Los  Angeles  Raide 
who  own  his  N'FL  signing  rights. 

Ismail  would  certainly  be  more  \isil 
in  the  U.  S.  if  he  went  with  the  Raide 
His  presence  in  Toronto  hasn't  won  h 
many  stateside  viewers,  who  can  wal 
the  Rocket  only  on  the  Prime  Net\vo 
a  cable  sports  outfit,  and  usually  only 
tape  delay.  Prime  admits  it  wasn't 
CFL's  first  choice.  "By  the  time 
league  got  to  us,  a  lot  of  other  netvvo 
had  said  no,"  admits  Tony  Acone,  as 
tant  to  the  chairman  of  Prime  Tick 
Prime  Network's  parent. 
'REAL  BORING.'  The  minimal  T<  expos 
is  a  source  of  gi-eat  frustration  to 
owners,  who  think  their  brand  of  fo 
ball  has  gi-eat  fan  appeal.  The  C 
game,  which  features  3  downs,  12  m 
on  a  side,  and  a  wider  and  longer  fie 
is  designed  for  passing  and  scorir 
By  comparison,  "the  XFL  is  real  b( 
ing,"  says  Phil  Kershaw,  preside 
of  the  Saskatchewan  Roughriders 
The  CFL  is  also  a  heck  of  a  ' 
cheaper.  "\\Tio  wants  to  buy  an  X 
team  [for  SlOO  million  or  moi 
when  you  can  have  a  CFL  team  i 
SIO  million  or  less?"  asks  Lar 
Ryckman,  the  Calgarj'  busine; 
man  who  in  October  bought  1 
cit\''s  Stampeders  team.  "Besides,  t 
upside  potential  is  enormous." 

Ryckman  is  an  optimist,  but  then,  C 
owners  have  to  be.  Their  cun-ent  seas 
runs  from  July  through  Novemb< 
meaning  the  league  goes  head-to-he 
against  baseball  and  college  footba 
not  to  mention  the  XFL.  And  if 
league's  U.  S.  reception  so  far  is  ai 
indication  of  the  future,  expansi' 
could  lead  it  into  serious  ti-ouble. 
That's  why  some  CFL  supporters  j 
gue  that  the  league's  best  option  is 
forget  the  U.  S.  and  learn  to  live  with 
its  smaller  budget  up  north.  That's  n 
what  McNall  had  in  mind  when  he  spe 
big  bucks  to  bring  the  Rocket  to  Car 
da.  but  it  may  be  the  CFL's  best  b 
for  long-term  sunival. 
^     By  William  C.  Symonds  i?i  Toron 
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SPORTS  BUS! 


The  F-117,  the  world's  first  stealth  fighter 

It  was  impossible. 
Until  they  called  Lockheed. 

When  America  needs  to  break  technological  barriers, 
it  comes  to  Lockheed. 

Whether  it  is  the  first  sub-launched  ballistic  missile, 
the  first  Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam- 
resistant  satellite,  Lockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart 
from  the  rest  of  the  world.  Lockheed  is  committed  to  maintaining 
that  leadership,  for  the  benefit  of  our  customers,  our  shareholders, 
and  our  country. 


''^Lockheed 


Watch  NOVA  on  PBS,  Tuesdays  at  8 p.m. 
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The  mouse  makes  etvryday  tasks 
as  easv  as  click,  click,  click. 


Rearranging  a  document  couldn't  be  any  easier. 
With  new  Word  2.0 you  can  drag  and  drop  text  wherever  you  want. 


.Alt  it  takci  IS  one  click  on  the 
Toolbar  and  presto,  instant  tables. 


Link  thi.\  Idiilhdi  tiKttiiii  and 
get  instant  bullets. 
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I     Click  here  for  automatic  envelopes.  Click  here  to  print  your  work.  I 

Click  here  to  make  charts.  Click  here  to  check  spelling.  Click  here  to  zoom  m. 


Introducing  new  Word  for  Windows  2.0. 


When  it  comes  to 
word  processing,  really 
nothing  could  be  more 
natural  than  using  the 
all-new  Microsoft' Word 
for  Windows."  You  see, 
Word  2.0  makes  those 
'  everyday  word  process- 

ing tasks  remarkably  easy 

Which  means  you  can  now  concen- 
trate on  what  you're  actually  doing.  Rather 
dian  how  you're  actually  going  to  do  it. 

This  is  possible  for  a  number  of 
reasons.  Like  our  unique  Toolbar  "  feature. 
It  lets  you  do  those  things  you  do  most 
often  with  one  simple  click  of  a  button. 

Of  course,  looks  count  for  some- 
thing, too.  With  Word  you  can  bring  in  a 
table  of  numbers  from  Microsoft  Excel. 
Or  with  the  new  built-in  drawing,  charting 


and  shading  features,  along  with  the  ability 
to  move  anything  on-screen  with  a  drag 
and  drop,  you'll  find  yourself  adding  some 
very  very  cool  effects. 

But  best  of  all,  making  the  move  is 
easy-so  easy  there  is  virtually  no  down- 
time. Just  type  in  a  WordPerfect  keystroke 
and  Word  demonstrates  the  equivalent 
command  right  in  your  document.  Plus, 
your  existing  WordPerfect  files  (and  other 
file  formats)  are  perfectly  usable  in  Word. 

Yo\x  can  get  all  of  this  and  a  lot  more 
when  you  upgrade  to  Word  for  Windows 
for  only  $129.*  So  pick  up  the  phone  and 
call  us  at  (800)  323-3577  Department  V23. 

You'll  quickly  see  that  nothing 
could  be  more  natural. 

Miaosoft 


*  Offer  good  for  current  licensees  of  WordPerfect.  MultiMate.  WordStar.  MS  Word  for  DOS  and  Dtspla\Wnte  Please  allow  2-4  tveeks  for  delivery  upon  receipt  of  order  by  Microsoft  Offer  expires  3/31/V2-  Limit  one  per  customer.  Reseller  pnces  may  vary.  Call 
for  system  requirements.  Offer  good  only  in  the  50  United  States.  ©  1991  Muyosoft  Corporation.  All  rights  reserved.  Printed  in  the  U.S.A.  In  the  United  States,  call  (800)  323-3577.  Dept.  V23.  For  information  only:  In  Canada,  call  1800)  563-9048;  outside 
the  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  is  a  registered  trademark  and  Toolbar  and  Windows  are  trademarks  of  Microsoft  Corporation.  WordPerfect  is  a  register^  trademark  of  the  WordPerfect  Corporation. 


IS  IT  TIME  TO  REINVENT 
THE  PATENT  SYSTEM? 
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Critics  say  costly  court  fights  and  an  outmoded,  overwhelmed  bureaucracy  are  hurting  U.S.  business 


In  1990.  a  little-known  inventor  named 
Gilbert  P.  Hyatt  stunned  the  semi- 
conductor industry  when  he  won  a 
20-year  battle  for  the  patent  on  the  basic 
microprocessor.  On  Nov.  6,  Hyatt  an- 
nounced a  licensing  deal  with  North 
American  Philips  Corp..  a  unit  of  the 
Dutch  electronics  giant.  Philips  paid  Hy- 
att an  undisclosed  cash  sum  in  exchange 
for  the  rights  to  his  basic  microproces- 
sor patent  and  22  others.  Its  expectation: 
to  earn  more  than  SlOO  million  by  ex- 
ploiting Hyatt's  patent  portfolio  for  the 
next  17  years. 

It's  the  kind  of  Cinderella  story  Amer- 
icans love — the  obscure,  lone  inventor 
prevailing  over  industry  giants.  But  Hy- 
att's tale  isn't  so  clear-cut.  It  has  come 
to  symbolize  a  patent  system  that  many 
companies  now  believe  needs  to  be  re- 
vamped. Critics  charge  that  the  patent 
system  is  bogging  down  in  litigation  and 
confusion  over  patent  rights  and  that  it 


can  be  marred  by  long  delays  in  grant- 
ing patents,  such  as  Hyatt's,  that  can 
turn  an  entire  industry  on  its  head. 

In  the  meantime,  some  U.  S.  execu- 
tives worry  that  foreign  competitors  are 
gaining  an  edge  by  winning  more  and 
more  patents,  which  the  companies  can 
then  use  to  try  to  establish  dominance  in 
a  world  market.  "The  interest  in  gaining 
intellectual  property  rights  is  increasing 
at  an  unbelievable  pace,"  says  James  W. 
Gillman,  general  patent  counsel  for  Mo- 
torola Inc.,  noting  that  Japanese  compa- 
nies have  sharply  increased  their  patent 
filings  in  Japan  over  the  past  five  years. 
"We  view  this  as  a  competitive  threat." 
'MOCKERY.'  Ironically,  changes  in  U.  S. 
patent  laws  a  decade  ago  are  a  partial 
cause  for  the  current  situation.  Worried 
about  the  country's  waning  technologi- 
cal edge,  Congress  established  the  U.  S. 
Court  of  Appeals  for  the  Federal  Circuit 
■    '  -    •       :atent  appeals.  In  case  after 


case,  the  court  ruled  in  favor  of  patent 
holders.  Other  courts  began  handing  out 
larger  damage  awards  and  sometimes 
shut  down  competitors  with  injunctions 
This  has  strengthened  the  rights  of  pat- 
ent holders  and  made  patents — even 
marginal  ones — more  valuable. 

Yet  the  measures  may  now  be  eroding 
U.  S.  competitiveness  rather  than 
strengthening  it.  Patent  litigation  ha: 
soared  52%  from  1980  to  1990,  diverting 
management's  attention  from  more  pr& 
ductive  pursuits.  Over  the  same  period 
the  number  of  patents  issued  has  bal- 
looned by  46%  as  the  pace  of  innovation 
quickens  and  as  companies  and  inven 
tors  tr\-  to  protect  their  inventions  anc 
win  potentially  lucrative  licenses.  "Ther€ 
was  a  time  when  we  used  to  feel  thai 
each  patent  that  was  filed  did  make  a 
contribution,"  says  Robert  W.  Kasten- 
meier,  former  head  of  the  subcommittet 
of  the  House  Judiciary  Committee  thai 
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ersees  intellectual  property.  "But 
tv,  the  overriding  push  by  competitors 
protect  themselves  has  made  a  mock- 
r  of  the  whole  system." 
5ome  U.  S.  managers  worry  that  over- 
is  competitors  will  use  U.  S.  patent 
/  against  them.  Foreign  companies 
;  collecting  almost  half  of  all  new 
S.  patents  and  boosting  their  percent- 
3S  every  year  (chart,  page  114).  The 
;gest  risk  is  that  a  foreign  company 
1  exploit  the  willingness  of  U.  S. 
Iges  to  grant  injunctions  in  patent 
;es — and  shut  down  an  American  com- 
;itor.  That  almost  happened  last  year 
en  a  judge  granted  Hitachi  Ltd.  and 
itorola  Inc.  injunctions,  barring  both 
m  selling  particular  microprocessors, 
ey  settled.  But  the  experience  was  so- 
wing for  Motorola.  "The  Japanese  are 
ilding  up  their  patent  stockpile,"  says 
w  York  patent  lawyer  Steven  D.  Glaz- 
"We  keep  dragging  them  into  court, 
!tty  soon  they'll  learn  from  us." 
:ret  system.  Pressure  is  building  to 
brm  the  U.  S.  patent  system.  A  Com- 
rce  Dept.  advisory  commission  is  now 
idying  the  system  to  figure  out  where 
provements  car  be  made.  Congress, 
A^ing  to  industry  concerns,  is  seeking 
clear  up  confusion  over  biotechnology 
1  software  patents.  Some  companies 
nt  to  create  a  new  method  to  protect 
uable  industrial  designs  that  are  not 
rentable  now.  Defenders  concede  the 
S.  system  needs  tinkering,  but  they 
/  its  broad  coverage  and  strong  pro- 
tions  remain  a  model.  "We  have  a 
;tem  that's  better  than  anyone  else," 
(•s  Lee  J.  Schroeder,  an  attorney  with 
;  U.  S.  Patent  &  Trademark  Office, 
here's  not  a  great  difference  in  the 
im  done  in  the  U.  S.,  Japan,  or  Eu- 
)e.  But  we  are  quicker." 
rhe  U.  S.  system  is  unique  in  another 
^  respect — its  "first-to-invent"  stan- 
rd.  Under  U.  S.  law,  a  patent  is  grant- 
to  the  person  who  can  prove  he  had 
;  idea  first,  no  matter  when  he  filed 

■  the  patent.  And  patent  applications 
;  secret  until  the  patent  is  granted,  a 
)cess  that  takes  18  months  on  average 
t  can  take  years.  The  system  aims  to 
ike  a  balance  between  innovation  and 
■npetition:  Patent  owners  get  a  17-year 
mopoly  on  inventions  but  must  share 
;ir  work  with  the  public. 

Europe  and  Japan  use  the  more  expe- 
:nt  "first-to-file"  system  and  make 
tent  applications  public  18  months  af- 

■  they  are  filed.  The  U.  S.  system  pro- 
its  lone  inventors  who  lack  the  re- 
arces  to  keep  up  a  stream  of  patent 
plications  merely  to  show  they  were 
St.  But  some  critics  say  it  stifles  com- 
tition  and  leads  to  redundant  research. 
"Our  problem  seems  to  be  that  we 
n't  have  any  trouble  with  inventing 
t  with  pushing  the  technology  for- 
ird,"  says  Schroeder.  "And  to  some 


JAPAN'S  SOUPED-UP  PATENT  SYSTEM 
COULD  SCALD  U.S.  COMPANIES 


Fi 


lor  years,  American  companies 
[have  complained  to  Washington 
about  inadequate  patent  protec- 
tion in  Japan.  The  standard  litany:  Pat- 
ent applications  face  inordinate  delays, 
products  and  technologies  are  copied, 
and  when  it  all  winds  up  in  court,  liti- 
gation drags  on  for  decades. 

Responding  to  such  complaints,  Ja- 
pan is  putting  the  final  touches  on  one 
of  the  world's  most  sophisticated  elec- 
tronic patent  systems.  Costing  nearly 
$1  billion,  the  computer  system  allows 
instant  filing  of  applications  and  quick 
retrieval  of  any  one 
of  30  million  patent 
filings.  Japanese  of- 
ficials say  the  new 
system  will  shave  a 
year  off  the  current 
36-month  average 
wait  on  patent  ap- 
proval by  1995. 

Technology  alone, 
unfortunately,  can't 
solve  U.  S. -Japan 
patent  friction.  In 
fact,  says  one  U.  S. 
government  official, 
"it  could  make 
things  worse."  The 
problems  stem  from 
drastically  different 
approaches  to  pat- 
ents. Japanese  pat- 
ents tend  to  be  nar- 
rowly focused  on 
specific  improve- 
ments to  technol- 
ogies, unlike  the 
broad-based  U.  S. 
approach.  For  example,  when  IBM  sci- 
entists in  Zurich  discovered  warm-tem- 
perature superconductors  in  1986,  Jap- 
anese companies  duplicated  the  results. 
Within  a  year,  they  flooded  the  patent 
office  with  hundreds  of  related  applica- 
tions. If  the  technology  ever  bears 
commercial  fruit,  these  patents  could 
tie  up  U.  S.  companies  trying  to  export 
to  Japan. 

NIGHTMARE.  From  Japan's  perspective, 
"the  system  helps  promote  new  manu- 
facturing technology,"  says  John 
Stern,  an  official  at  the  American  Elec- 
tronics Assn.'s  Tokyo  office.  But  to 
American  companies  whose  patent  ap- 
plications languish  while  the  technol- 
ogy described  in  the  application  is  cop- 
ied or  improved  upon,  the  system  has 
been  a  nightmare.  A  U.  S.  company 
whose  invention  is  copied  and  patented 
in  Japan  could  end  up  having  to  get  a 


THE  U.S.  PATENT  OFFICE  CONDUCTS 
SEARCHES  THE  OLD-FASHIONED  WAY 


JAPAN  USES  OPTICAL-DISK  EQUIPMENT 
TO  STORE  ELECTRONIC  APPLICATIONS 


license  covering   its   own  invention. 

Computerization,  Americans  fear, 
will  aggravate  patent  flooding  while 
doing  little  to  speed  up  the  approval 
process.  Where  typed  applications  used 
to  be  delivered  in  a  box,  95%  of  new 
applications  today  are  sent  over  phone 
lines  or  on  computer  disks.  "There's  no 
way  electronic  filing  will  produce  an 
expedited  patent,"  says  Bradford  R. 
Huther,  a  U.  S.  patent  office  official. 

Even  so,  Japanese  officials  are  try- 
ing to  cut  delays  in  approving  patents 
filed  by  U.  S.  companies.  The  patent 
office  has  added  60 
examiners  in  the 
past  two  years.  Says 
its  head  of  general 
administration,  Ka- 
zuhiko  Otsuka:  "Ma- 
chines can't  replace 
human  examiners." 
FAIRER?  Some  Amer- 
ican executives  see 
evidence  that  the 
Japanese  system  is 
becoming  fairer. 
Texas  Instruments 
Inc.  fought  for  29 
years,  until  1989,  to 
protect  basic  de- 
signs on  integrated 
circuits.  Today,  TI  is 
back  in  court,  fight- 
ing a  new  attempt 
by  Fujitsu  Ltd.  to 
have  its  patent  re- 
voked. But  now,  TI 
managers  are  sure 
they  can  get  a  vic- 
tory more  quickly. 
Since  1986,  says  Mel  Sharp,  a  former  TI 
patent  counsel  who  guided  the  compa- 
ny's three-decade  effort,  "Tl  has  been 
given  very  fair  treatment  by  the  patent 
office  and  by  the  Japanese  system." 

U.  S.  officials  also  hailed  a  recent 
preliminary  injunction  by  the  Osaka 
District  Court  favoring  Genentech  Inc. 
over  rival  Toyobo  Co.  The  court  ruled 
Toyobo's  version  of  a  heart-attack 
drug  infringed  Genentech's  patents — 
and  bailiffs  seized  inventories  of  the 
drug  at  Toyobo's  plant. 

Some  U.  S.  executives  fear  that 
these  are  exceptions.  Now,  Japan's  en- 
gineering companies  are  zipping  elec- 
tronic applications  into  Tokyo's  high- 
tech patent  fortress.  As  the  race  to  file 
new  patents  continues,  inevitably,  so 
will  U,  S.-Japan  patent  woes. 

By  Neil  Gross  in  Tokyo,  with  John 
Carey  in  Washington 
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SIEMENS 

1866.  That  was  then. 


Shortly  after  his  50th  birthday  Werner  Siemens  invented  the  world's  first  electric  dynamo, 
and  began  the  revolution  that  brought  electric  power  to  everyone,  everywhere. 


£!  Siemens  Corporation  1991 


Today  Siemens  technology  generates,  distributes  and  controls  electric  power  in  ways 
Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where  people  cheer 
their  favorite  teams  to  the  places  where  people  work  and  live,  Siemens  technology  is 
helping  to  produce  and  deliver  electric  energy  wherever  it  is  needed.  It's  all  part  of  the 
heritage  of  innovation  begun  by  Siemens  over  a  century  ago.  And  it's  yet  another  way 
the  35,000  men  and  women  of  Siemens  are  working  all  across  America  to  generate 
the  kind  of  thinking  that  will  lead  us  into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '91.  Box  8003E.  Trenton,  New  Jersey  08650. 
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extent,  this  may  be  based  on 
the  idea  that  in  the  U.  S.  a 
person  can  claim  to  be  the 
first  inventor."  The  reason, 
Schroeder  explains,  is  that  the 
inventor  in  the  U.  S.  may  be 
tempted  to  license  the  patent 
or  to  take  his  time  developing 
a  product,  knowing  the  sys- 
tem will  support  him  later. 
But  the  first-to-file  system 
spurs  innovators  to  file  for 
patents  faster,  speeding  the 
progression  from  idea  to  fin- 
ished product. 

COSTLY  QUESTS.  Another  rea- 
son is  that  companies  may  be 
spending  lots  of  energy  just 
trying  to  figure  out  who  was  first.  Many 
biotech  companies  are  chasing  a  class  of 
molecules  called  colony-stimulating  fac- 
tors (CSFi  that  can  increase  the  count  of 
certain  blood  cells.  Immunex  Corp.  al- 
ready has  a  product  called  gm-csf  on  the 
market.  But  because  five  companies,  in- 
cluding Immunex,  were  working  on  the 
same  molecules  in  1984  and  1985,  they 
have  been  involved  for  years  in  "inter- 
ference" proceedings  at  the  patent  office 
designed  to  sort  out  which  inventor  was 
first.  "What's  happening  in  biotechnolo- 


FOREIGNERS  GAIN  IN  U.S.  PATENTS 

TOTAL  NUMBER  OF  PATENTS  GRANTED 
□  JAPAN   □  OTHER  DU.S. 


78 

▲  THOUSANDS 


DATA  U  S  PATENT  S  TRADEMARK  OFFICE 


gy  is  that  the  examiners  are  incapable  of 
distinguishing  between  conflicting  broad 
claims,"  charges  Scott  Hallquist,  Im- 
munex' chief  patent  counsel.  He  says 
the  companies  have  each  spent  at  least 
$2  million  in  these  proceedings  so  far. 

Legal  bills  are  only  part  of  the  ex- 
pense. Drug  companies  may  be  sinking 
millions  of  dollars  into  R&D  yet  still  not 
know  their  patent  position.  Genetics  In- 
stitute Inc.  in  Cambridge,  Mass.,  bet 
heavily  on  winning  a  patent  war — and 
lost.  In  1987,  Gl  got  a  patent  on  a  puri- 


<3! 


fied  human  form  of  erythij- 
poietin  (EPO),  a  protein  thfe 
stimulates  red-blood-cell  pif 
duction.  Later  the  same  ye4) 
Amgen   Inc.   in  Thousajt 
Oaks,  Calif.,  got  a  patent 
the  genetically  engineerjkj  - 
version.  EPO  royalties  weir* 
going  to  turn  GI  profitable  i ' ' ' 
the  second  quarter  this  ye;';, 
ending  11  years  of  losses.  Bt:' 
after  a  four-year  battle,  tl 
patent  appeals  court  laj 
spring  sided  with  Amgen.  T| 
ruling  forced  GI  to  stop  m; 
ing  EPO  in  the  U.  S.  Gl's  sto| 
plummeted  on  the  news,  s 
ing  its  ability  to  raise  n 
capital.  In  September,  Gl  sold  a  6i 
stake  in  itself  to  American  Home  Prcj-  ^: 
ucts  Corp. 

Companies  with  huge  patent  portfolik-  r" 
are  now  more  aggressive  than  e\^7.-' 
about  enforcing  them.  Since  1986,  Text  'r^ 
Instruments  Inc.  has  received  $911  ni-:^-- 
lion  in  royalties  by  going  after  chip  apj  ' 
computer  rivals  on  various  fronts.  FtTf 
the  past  two  years,  Tl  has  generatf'r^ 
more  profit  on  nearly  $300  million 
royalties  from  enforcing  patents  th.] 
from  its  basic  business  operations 


Companies  such  as  TI  are  criticized  for 
(lying  on  patent  royalties  rather  than 
-oducing  new  products.  "Tl  would  be 
jtter  off  spending  its  energies  fixing 
leir  product  line,"  says  Wilfred  J.  Cor- 
gan,  CEO  of  LSI  Logic  Corp.,  in  Milpitas, 
alif.,  one  of  five  semiconductor  makers 
led  by  TI  for  infringement.  TI  denies  it 
;es  patents  as  a  crutch.  "If  companies 
•e  using  our  intellectual  property  for 
ee,  certainly  they're  better  off  if  they 
in  continue  to  use  it  for  free,"  says 
ichard  J.  Agnich,  Tl's  general  counsel. 
But  we  would  like  them  to  pay." 
iiDERSTAFFED.  Some  of  the  blame  for 
16  contention  and  the  confusion  can  be 
id  at  the  doorstep  of  the  U.  S.  Patent  & 
rademark  Office.  Since  the  first  patent 
as  awarded  201  years  ago,  the  patent 
■fice  has  granted  more  than  5  million 
itents.  The  office  has  been  plagued 
ith  setbacks  in  its  attempt  to  replace 
5  antiquated  shoe-box-sized  files  with  a 
>phisticated  computer  system,  although 
icent  studies  show  it  is  now  on  track. 
Gerald  Goldberg,  chief  of  the  patent 
■fice's  computer-related  branch,  says 
>  could  do  a  better  job  with  more  re- 
lurces.  His  staff  of  185  examiners  ban- 
es about  10,000  pending  patents — with- 
it  a  comprehensive  computer  data 
ise.  "It's  very  difficult  for  us  to  say  if 
irtain  software  is  new  or  old,"  he  says. 


THE  TOP  10  IN  PATENTS 
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In  contrast,  the  European  Patent  Of- 
fice's computerized  system  verifies  in- 
stantly if  a  patent  application  has  been 
filed  for  any  invention  almost  anywhere 
on  the  Continent.  Japan  just  installed  a 
$1  billion  computer  system  to  speed  pat- 
ent filings  (box,  page  111). 

Despite  flaws,  the  U.  S.  patent  system 
has  strong  defenders.  Many  domestic 
companies  favor  the  first-to-invent  sys- 
tem because  it  gives  them  an  edge.  A 
U.  S.  patent  cannot  be  rejected  or  over- 
turned because  someone  shows  up  claim- 


ing to  have  invented  it  first  outside  the 
U.  S.  "The  U.  S.  system  is  not  function- 
ing improperly  or  ineffectually,"  says 
Patent  Commissioner  Harry  F.  Manbeck 
Jr.  "We  wouldn't  make  any  changes 
were  it  not  necessary  to  compromise." 

The  nature  of  those  compromises  is  a 
key  part  of  the  drive  for  patent  reform. 
The  World  Intellectual  Property  Organi- 
zation and  trade  negotiators  are  working 
to  "harmonize"  the  world's  patent  laws. 
The  U.  S.  patent  office  and  many  Ameri- 
can companies  now  appear  willing  to 
switch  to  first-to-file  and  end  the  secrecy 
of  patent  applications  in  exchange  for 
broader  protection  for  new  drugs  and 
faster  examinations  elsewhere. 

That  would  be  a  good  start.  Making 
the  world's  patent  laws  more  uniform 
will  help  companies  work  in  all  markets. 
For  the  U.  S.,  first-to-file  and  disclosure 
will  bring  more  certainty  to  the  patent 
system  and  get  ideas  into  the  public  do- 
main faster.  And  that  may  encourage 
U.  S.  companies  to  become  more  aggres- 
sive in  developing  and  marketing  prod- 
ucts based  on  their  ideas.  That's  some- 
thing the  Japanese  patented  years  ago. 

By  Michele  Galen  in  New  York,  with 
John  Carey  in  Washington,  Stephanie 
Anderson  Forest  in  Dallas,  Joan  O'C. 
Harnilton  in  San  Francisco,  and  bureau 
reports 


Sometimes  vvliaf s  behind 

your  truck  is  more 
inq)ortant  than  vdiat's  in  it 


Anyone  who's  ever  tried  to  make  a  living 
in  the  trucking  business  knows  that  not  all 
trucks  are  created  equal.  The  major  difference 
lies  with  the  truck  manufacturer — the  people 
behind  the  badge. 

Without  their  support,  life  on  the  not-so- 
open  road  can  get  very  nasty.  Fleets,  owner/ 
operators  or  independents,  no  one  makes 
it  alone. 

Ford  can  help. 

Our  new  LineHauler  Club,  for  example, 
provides  participating  members  with  a  24- 
nour  Emergency  Hotline,  supported  by  over 


26,000  suppliers  of  towing  and  repair  services, 
fuel  and  tires.  All  dedicated  to  rninirnizing 
downtime. 

Our  improved  Parts  and  Service  operation 
now  guarantees  24-hour  delivery  on  emergency 
parts.  For  more  information  on  these  and  other 
programs,  call  1-800-FORD 
1ST  (367-3178)  for  the  location 
of  the  Ford  Heavy  Tiuck  dealer 
nearest  you. 


TRUCKS 


Not  just  a  new  Ford... 
a  new  Ford  attitude. 
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RIDING  THE  PICKET  LINE:  CATERPILLAR  SAYS  IT  CAN'T  AFFORD  DEERE'S  UAW  DEAL 


CAT  MAY  BE  TRYING 

TO  BULLDOZE  THE  IMMOVABLE 


A  long,  bitter  contract  fight  with  the  UAW  looks  unavoidable 


Caterpillar  Inc.  has  long  been  in  the 
forefront  of  efforts  to  create  flexi- 
ble factories  that  can  respond  to 
shifts  in  demand  or  technology.  The  Peo- 
ria-based  company  launched  a  $2.1  bil- 
lion modernization  plan  in  1987  designed 
to  save  $420  million  by  1993.  Then  last 
year,  new  CEO  Donald  V.  Fites  decided 
that  Cat  needed  to  be  faster  on  its  feet. 
So  he  decentralized  the  construction- 
equipment  maker  into  17  profit  centers. 

Now,  Fites  wants  to  squeeze  flexibili- 
ty out  of  his  17,000  unionized  workers. 
In  a  bruising  clash  with  the  United  Auto 
Workers,  Cat  is  trying  to  eliminate  com- 
panywide  contract  provisions  covering 
everything  from  job  classifications 
to  work  rules.  Instead,  Fites  wants 
each  profit  center  to  use  whatever 
work  arrangement  best  fits  its 
needs. 

BAD  QUARTER.  The  goal,  a  spokes- 
man says,  is  to  keep  pace  with 
archrival  Komatsu  Ltd.  and  other 
foreign  producers.  (Senior  Cater- 
pillar executives  wouldn't  com- 
ment for  this  story.)  Last  year, 
a  record  $6  billion  of  Cat's  $11.4 
billion  in  sales  was  outside  the 
U.S.  And  $3.4  billion  of  that  ^ 
involved  products  built  in  the  U 
dustrv  analvsts  sav  that  U.  S. 


rates  could  hurt  sales  if  the  dollar  rises 
and  wipes  out  the  edge  provided  by  its 
current  weakness.  The  company  also 
says  that  it  can't  afford  the  package  the 
I'AW  just  won  at  Deere  &  Co. 

In  the  UAW,  Fites  may  have  met  an 
even  tougher  opponent  than  the  Japa- 
nese. The  U.^w  won't  easily  part  with  its 
tradition  of  a  "pattern"  agreement  for 
the  industry.  It  put  2,400  members  on 
strike  in  early  November  in  hopes  of 
pressuring  Cat  without  idling  all  UAW 
members  there.  Cat  retaliated  by  locking 
out  6,000  more  workers.  On  Nov.  20,  it 
laid  off  500.  A  long  conflict  seems  likely. 
Declares  UAW  Secretary-Treasurer  Bill 
^  Casstevens:  "We're  light 

years  apart." 
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The  dispute  is  mauling  Cat's  botten 
line.  On  Nov.  14,  the  company  concedd 
that  it  will  lose  more  than  $86  million fi 
the  fourth  quarter  and  twice  that  ir 
1991.  David  G.  Sutliff,  an  analyst  ,t 
S.  G.  Warburg  &  Co.,  figures  that  tk 
strike  accounts  for  more  than  half  of  tg 
yearend  collapse.  "I  don't  know  wljt 
[Caterpillar]  will  get  out  of  this  conflt 
that's  worth  this  price,"  says  Sutliff.  | 

Fites  seems  to  believe  that  sufferir 
now  will  pay  off  later.  In  addition  y 
cost-of-living  adjustments  (COuj, 
Deere's  new  three-year  agreement  pi- 
vides  for  a  3%  wage  hike,  two  lump-syi 
payments  equal  to  3/f  each,  plus  i'r 
proved  health  insurance  and  pensioij. 
Cat's  latest  proposal  would  grant  coi 
and  a  wage  increase  of  about  3%  in  ti 
first  year,  but  3,700  lower-skilled  woil 
ers  wouldn't  get  the  pay  hikes.  And| 
would  provide  only  cost-of-living  adjufe 
ments  thereafter.  Cat  also  wants  el 
ployees  to  pay  more  for  health  coveraa 

Cat  would  get  an  even  bigger  payc 
from  fitting  labor  terms  to  each  pro 
center.  Take  its  parts-distribution  bu 
ness,  whose  four  facilities  employ  3,0 
workers.  The  company  wants  to 
wages  for  unskilled  new  hires  to  h; 
the  current  $15  an  hour.  But  union  o 
cials  are  dead  set  against  two-tier  wa; 
structures,  which  "don't  exist  anywh^ 
else  in  the  UAW,"  says  Casstevens. 

'DIVIDE  AND  CONQUER.'   The  UAW  h 

dug  in  its  heels  on  Fites'  decentralizati 
plan  because  it  fears  that  concessions 
one  Cat  plant  might  lead  to  demands 
greater  concessions  at  others.  Union 
ficials  also  worry  that  their  locals  wo 
be  played  off  against  each  other.  "Th 
would  divide  and  conquer  us,"  says  U 
Local  751  President  Larry  Soloman. 

Casstevens  argues  that  Cat  should  f 
low  Deere  and  look  less  to  wage  savin 
and  more  toward  voluntary  productiv 
gains.  Since  1979,  he  says,  the  UAW  h 
helped  to  cut  Cat's  unit  labor  costs 
more  than  15%.  For  instance,  J.  P.  Y, 
brough,  the  president  of  UAW  Local  1 
says  that  Cat's  Aurora  (111.)  plant  h 
saved  some  $10  million  since  1986,  mo 
ly  from  changes  suggested  by  worke 
on  quality  teams. 

Right   now,   neither  sk 
seems  inclined  to  bend.  A 
lysts  say  Caterpillar  has  stoc 
piled  enough  inventory  to  wit 
stand  a  strike  of  up  to  thr< 
months  more.  The  UAW  has  ; 
$820  million  strike  fund  ai 
won't  budge  as  long  as  Cat  tri) 
to  buck  UAW  tradition.  For  bo 
sides,  competing  in  a  global  arei 
is  proving  a  costly  proposition. 
By  Kevin  Kelly  iti  Chicago,  wi 
Aaron  Bernstein  in  Detroit 
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HONS  I 


IT  SATURN,  WHAT  WORKERS 
/iOVNT  IS...FEWER  DEFECTS 


iter  a  new  labor  pact,  plant  output  takes  a  backseat  to  quality 


■  ■Mhen  General  Motors  Corp. 
B^Bv  Chairman  Robert  C.  Stempel 
paid  a  visit  to  Saturn  Corp.'s 
ictory  in  Spring  Hill,  Tenn.,  on  Oct.  4, 
3  walked  smack  into  a  demonstration 
^  the  United  Auto  Workers.  With  nego- 
ations  under  way  for  a  new  labor  con- 
act,  plant  workers  had  donned  black- 
id-orange  armbands  and  launched  a 
ork  slowdown. 

Another  demand  for  higher  pay?  Not 
cactly.  Saturn  workers  were  complain- 
g  because  management  was  trying  to 
crease  output  of  the  popular  compact 
;  the  expense  of  quality.  Done  right, 


to  get  productivity,"  says  Michael  Ben- 
nett, president  of  UAW  Local  1853. 

The  issue  was  settled  on  Nov.  13, 
when  Saturn's  4,500  unionized  workers 
approved  their  first  labor  pact  since  GM 
started  the  company  in  1983.  The  union 
won  a  central  demand:  It  delayed  Sat- 
urn's plan  to  start  tying  207^  of  workers' 
pay  to  aggressive  quality  and  productivi- 
ty goals.  Management,  in  essence,  con- 
ceded that  Saturn's  slow  start,  primarily 
its  own  fault,  would  have  led  to  an  im- 
mediate 207  pay  cut.  Saturn  also  eased 
off  its  production  goal  of  900  cars  a  day; 
it  now  produces  700.  While  these  moves 


SATURN'S  ROCKY  START 


iMuliiUiSLlU  Saturns  go  on  sale 

llMAiiMdJoUbuJ!  Production  lags  seri- 
ously at  just  4,245  cars.  Saturn  delays 
opening  30  dealerships,-  pays  58  existing 
dealers  on  overage  $100,000  each  to 
compensate  for  lack  of  cars 

UuiLLLUi  Recalls  1,210  cars  to  repair 
faulty  seat  backs  that  could  tip  bock 
without  warning 

UUJi  Recalls  and  replaces  1,836  cars 
filled  with  bad  engine  coolant 

uiAUUUiM  October  Consumer  Re- 
ports advises  readers  to  steer  clear  of 
Saturn  because  of  unproven  reliability 

LiUiiwJI  GM  Chairman  Robert  Stem- 
pel  visits  Spring  Hill  (Tenn.)  plant  and 
finds  that  production  workers  are  protest^ 
ing  a  decline  in  quality 

lit'ii'<1l'l|-j1H  UAW  Local  1853  ratifies 
Saturn's  new  labor  agreement,  which  de- 
lays plan  to  tie  20%  of  pay  to  the  plant's 
quality  and  productivity 


igh  quality  and  high  productivity 
lould  go  hand  in  hand.  But  a  year  after 
le  first  car  rolled  out  of  the  plant,  Sat- 
m  is  still  rooting  out  manufacturing 
ags,  and  working  too  fast  can  spoil 
iiality.  The  workers  knew  that  their 
lbs,  in  the  long  run,  depended  on  mak- 
ig  a  top-notch  product.  Management 
?emed  temporarily  to  have  forgotten. 
We  were  not  going  to  sacrifice  quality 


weren't  good  news  for  Saturn,  they  at 
least  affirmed  the  revolutionary  labor 
and  management  bond  that  has  made 
the  two  sides  working  partners  there. 
"In  some  cases,  [the  union]  was  abso- 
lutely right,"  concedes  Saturn's  presi- 
dent, Richard  G.  (Skip)  LeFauve,  who 
adds  that  the  protests  "refocused  every- 
one to  the  sense  of  urgency  to  get  the 
quality  problems  fixed." 


The  quality  dispute  comes  at  a  critical 
time  for  Saturn.  Former  GM  Chairman 
Roger  B.  Smith  launched  the  company  in 
an  effort  to  do  what  no  U.  S.  auto  maker 
has  accomplished  in  two  decades:  profit- 
ably build  high-quality  small  cars  that 
compete  with  Japanese  models.  But  Sat- 
urn has  been  blocked  by  a  series  of  set- 
backs since  production  began  (table). 
Early  on,  it  was  unable  to  turn  out 
enough  sedans  and  coupes  to  meet  de- 
mand. In  the  1991  model  year,  Saturn 
built  just  50,000  cars — one-third  the  orig- 
inal projection  and  well  below  capacity 
of  240,000. 

WORD  OF  MOUTH.  The  problem  with  this 
is  that  Saturn  buyers  love  their  cars.  A 
survey  by  California  market  researcher 
J.  D.  Power  &  Associates  Inc.  ranks  Sat- 
urn sixth  in  customer  satisfaction — ^just 
below  cars  such  as  Lincoln  and  Mer- 
cedes-Benz, which  cost  three  times  Sat- 
urn's average  $11,000  sticker  price.  Pow- 
er also  says  Saturn  owners  recommend 
their  cars  to  more  people  than  the  own- 
ers of  any  other  brand,  even  luxury 
lines.  And  nearly  957-  of  Saturn  buyers 
have  paid  full  retail.  That's 
almost  unheard-of  in  a  mar- 
ket where  rebates  average 
$1,600  a  car.  "In  our  first 
four  months,  we  probably 
could  have  sold  another  500 
cars,"  says  James  W.  Lu- 
pient,  president  of  Lupient 
Automotive  Group,  which 
runs  a  dozen  Minneapolis 
dealerships. 

Anxious  Saturn  managers 
hoped  to  capitalize  on  this 
ground  swell  in  September, 
when  they  boosted  produc- 
tion goals  by  13%,  to  900 
cars  a  day.  But  as  soon  as 
they  did,  the  plant's  defect 
rate  spiked  up.  For  instance. 
Spring  Hill's  just-in-time  in- 
ventory system,  which  deliv- 
ers components  to  the  as- 
sembly line  just  as  they're 
needed,  leaves  little  room 
for  error.  If  a  problem  inter- 
rupts production  in  the 
building  that  casts,  ma- 
chines, and  assembles  Sat- 
urn's four-cylinder  alumi- 
num engines,  the  final 
assembly  line  next  door 
grinds  to  a  halt  just  six  min- 
utes later. 


As  a  result,  even  minor  snafus  can 
shut  down  the  whole  line.  And  there 
have  been  a  raft  of  such  glitches.  For 
instance,  Saturn  sprays  body  panels 
with  a  new,  water-based  paint  to  avoid 
the  environmental  drawbacks  of  solvent- 
based  paints.  But  it's  hard  to  keep  the 
coating's  viscosity  constant,  so  the  paint 
line  sometimes  slows  to  a  crawl  while 
workers  ensure  even  coverage.  In  addi- 
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tion,  the  molds  for  Saturn's  plastic  fend- 
ers produce  an  unsightly  seam  along  one 
edge.  So  the  company  ships  fenders  15 
miles  to  a  small  independent  shop  in  Co- 
lumbia, Tenn.,  for  hand  sanding,  then 
back  to  Spring  Hill  for  painting.  And 
computerized  spot-welding  machines  in 
Saturn's  framing  department  conk  out 
regularly,  sometimes  requiring  a  soft- 
ware fix.  Indeed,  these  and  other  prob- 
lems were  reasons  the  union  wanted  pro- 
duction slowed. 

HIGH-FLOWN  IDEAS.  Satum's  cooperative 
approach  to  labor  relations — which  in- 
cludes involving  workers  in  decision- 
making from  the  plant  floor  to  the  board 
room — has  caused  other  problems  for 
management,  too.  The  idea  is  to  treat 
workers  as  co-owners  who  have  as  big  a 
stake  in  the  success  of  the  company  as 
executives  or  shareholders.  This  re- 
quires employees  to  work  closely  in  pro- 
duction-line teams.  But  not  everyone 
likes  the  practical  application  of  such 
high-flown  ideas.  In  a  sm^'ey  of  union 
members  last  summer,  about  6%  said 
they  were  unhappy  at  Spring  Hill  and 
wanted  out.  The  reasons  varied.  Some 
hadn't  adjusted  to  teamwork.  Others 
had  personal  problems,  such  as  split 
families  or  unsold  houses,  that  were 
caused  when  they  transferred  from  oth- 
er GM  plants. 

Although  the  proportion  of  workers 
who  are  disgruntled  is  small,  G.M  went  to 
extreme  lengths  in  the  new  labor  agree- 
ment not  to  let  any  dissatisfied  employ- 
ees poison  the  atmosphere.  The  contract 
offers  severance  pay  for  those  who  wish 
to  leave,  ranging  from  S15.000  to  850,000 
depending  on  length  of  service  at  GM. 
Saturn  officials  figure  that  25  to  100  of 
the  plant's  workers  will  opt  to  go.  Such 
buyouts  are  expensive  and  usually  are 
done  only  by  companies  trjing  to  cut 
their  work  force.  But  Saturn  decided 
that  harmony  was  worth  the  price. 
"They  don't  want  to  be  here,  and  they 
aren't  very  productive,"  says  Thomas  G. 
Manoff,  Saturn's  vice-president  for  fi- 
nance, who  doesn't  plan  to  hire  replace- 
ment workers. 

Although  Saturn  managers  are  tread- 
ing carefully  in  dealing  with  the  compa- 
ny's startup  woes,  the  pressure  to  move 
faster  is  growing.  With  GM's  car  sales 
mired  in  a  yearlong  slump,  the  company 
is  careening  toward  a  1991  loss  of  S2.6 
billion.  And  some  S500  million  of  that  is 
because  of  Saturn,  analysts  say.  "We're 
all  under  the  gun  to  help  the  mother 
ship,"  says  Manoff.  Union  and  manage- 
ment officials  are  confident  that  they 
can  work  out  all  of  Saturn's  kinks.  If 
they  do,  it  could  be  just  in  time  to  meet 
rising  demand,  assuming  that  Detroit's 
sales  perk  up  next  spring.  Until  then, 
GM's  Stempel  has  little  choice  but  to  grit 
his  teeth  and  bear  the  losses. 

By  David  Woodruff  in  Spring  Hill.  Tenn. 


MOGULS  I 


CONRAD  BLACK  LIKES  A  GOOD 
FIGHT— AND  HE'S  GETTING  ONI 


The  prickly  media  baron  is  slugging  it  out  in  Australia 


In  a  characteristic  display  of  his  tip- 
top connections.  Canadian  newspaper 
mogul  Conrad  M.  Black  recently 
hosted  a  glittering  dinner  party  at  Lon- 
don's Spencer  House,  the  spectacular  an- 
cestral home  of  Princess  Diana.  The 
guest  list  of  several  dozen  luminaries 
included  Sir  .James  Goldsmith,  former 
XATO  Secretary-General  Lord  Carring- 
ton,  and  former  Federal  Reserve  Board 
Chairman  Paul  A.  Volcker.  After  dinner, 
the  speaker  was  former  British  Prime 
Minister  Margaret  Thatcher. 

But  on  the  very  night  that  Black  was 
being  toasted  in  London,  he  was  being 
skewered  in  Australia.  On  Oct.  16,  near- 
ly 500  striking  journalists  in  Sydney 
were  busy  handing  out  thousands  of  in- 
flammatory handbills  titled  "A  Black 
Day  for  Australia." 
The  reason  for  their 
ire:  Black's  bid  for 
John  Fairfax  Group 
Ltd.,  owner  of  Austra- 
lia's three  most  influ- 
ential newspapers — 
The  Sydney  Morning 
Herald.  The  Age,  and 
The  Australian  Fi- 
nancial Review. 

The  protesting  em- 
ployees fear  massive 
layoffs  and  a  right- 
ward  shift  in  the  pa- 
pers' editorial  direc- 
tion. They're  also 
fretting  about  the  me- 
dia clout  of  Black's 
partner  in  the  bid, 
magazine  and  broad- 
casting giant  Kerry  F. 
Packer.  Dozens  of  pol- 
iticians have  joined  the 
fight,  including  for- 
mer Prime  Minister 
Malcolm  Fraser,  who 
contends  that  Black 
"is  not  a  proper  per- 
son to  own  media  in 
Australia."  Black  ac- 
cuses his  critics  of 
spreading  "terrible 
disinformation." 

This  is  not  the  first 
time   Black,   47,  has 


HOLLINGER'S 
MEDIA  EMPIRE 

THE  DAILY  meCRAPH  a  lead 
ing  quality  newspaper  in  Britain, 
with  circulation  of  1.1  million 

AMERICAN  PUBLISHING  Fast 
growing  U.S.  newspaper  chain 
with  77  dailies  and  54  weeklies. 
Total  paid  daily  circulation  of 
477,000 

UNIMEDIA  Three  daily  French- 
language  newspapers  in  Que- 
bec, plus  more  than  a  dozen 
weekly  papers  in  Canada 

STERLING  NEWSPAPERS  Pub 

lishes  daily  and  weekly  papers  in 
British  Columbia  and  Prince  Ed- 
ward Island 

THE JiRUSAUm  POST  English 
language  doily  in  Israel  with  cir- 
culation of  22,000;  international 
weekly  circulation  of  55,000 

OTHER  HOLDINGS  Britain  s  The 
Spectator  and  Canada's  Satur- 
day Night  magazines;  15%  of 
Canada's  The  Financial  Post;  9  % 
of  United  Newspapers,  publisher 
of  Britain's  Daily  Express 


Stirred  up  violently  contrasting  opinion 
But  even  his  staunchest  critics  concei 
that  he  has  an  impressive  eye  for  oppo^ 
tunity.  Since  1985,  he  has  bought  ani; 
rejuvenated  The  Daily  Telegraph,  Bri 
ain's  largest  upmarket  or  "quality-"  p; 
per;  beaten  out  Robert  Maxwell  for  co: 
trol  of  The  Jerusalem  Post;  and  bui 
American  Publishing  Co.  into  what  an 
lyst  John  Morton  calls  "the  fastes 
growing  newspaper  chain  in  the  U.  S." 
PLENTY  OF  CASH.  Black's  main  compan 
Hollinger  Inc.,  now  publishes  91  daillj-"-' 
newspapers,  mostly  in  the  U.  S.  and  Car 
ada,  with  a  combined  circulation  of  som 
2  million  (table).  Even  archrival  Kenneth 
R.  Thomson,  the  billionaire  chairman  oft 
Toronto-based  Thomson  Corp.,  say 
Black  has  done  a  "remarkable"  job. 

Black  revels  in  th 
newspaper  businesP^ 
for  several  reasons, 
voracious  reader,  h 
boasts  a  library  o 
16,000  books.  He' 
also  extremely  intei 
ested  in  public  policj 
and  newspapers  giv 
him  a  perfect  vehicl 
to  express  his  consei 
vative  views.  Fina 
ly,  newspapers  hav 
made  him  piles  o 
money.  His  controllin! 
stake  in  Hollinger  i 
worth  around  S25 
million,  about  thre 
times  its  value  in  198£ 
To  keep  expanding 
Black  aims  to  tap  Ho' 
linger's  rich  cash  flow 
which  reached  $11 
million  last  year.  "Ur 
Hke  some  other  medi: 
companies,  we  don' 
want  to  overstretc 
ourselves,"  Blac 
says.  Then  he  had  bel 
ter  be  careful.  Whil 
revenues  have  triple; 
since  1986,  to  S703  mi' 
lion,  the  savage  medi 
recession  is  taking 
toll.  In  the  first  st 
months  of  the  veai 
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Dllinger's  operating  earnings  were 
wn  '.i07(.  With  debt,  including  convert- 
e  debentures,  of  $615  million.  Black's 
bt-to-capital  ratio  is  already  near  60%. 
ill,  he  is  confident  he  can  conquer  Aus- 
ilia,  as  his  stake  in  Fairfax  would  re- 
ire  borrowing  only  about  $50  million. 
Black  arranged  a  formidable  consor- 
im  to  bid  for  Fairfa.x,  which  was 
iced  in  receivership  last  December  af- 
■  an  LBO  collapsed  under  $980  million 
debt.  If  the  bid  succeeds.  The  Daily 
legraph  will  pay  $71  million  in  cash 
r  a  20%  stake.  Packer,  Australia's 
;althiest  man,  would  have 
7c,  and  public  sharehold- 
3  65%.  But  Black's  group, 
bbed  Tourang,  faces  stri- 
nt  opposition  from  the  In- 
pendent  Newspapers  PLC 
nsortium,  led  by  H.  J. 
iinz  CEO  Anthony  J.  F. 
Reilly,  and  Australian  In- 
pendent  Newspapers,  a 
m\)  of  businessmen  and 
ititutional  investors. 
The  secret  bids  all  are 
3ught  to  be  around  $1  bil- 
n,  but  Black's  group  may 
ve  a  financial  euge.  Some 
fo  of  Fairfax'  junk-bond 
Iders — including  Credit 
onnais  and  Prudential  In- 
rance  Co. — have  agreed 
swap  their  bonds  for  de- 
ntures in  Tourang  if 
ack  prevails. 

SHT  TURN.  But  the  Black- 
,cker  bid  is  most  contro- 
rsial  politically.  Critics 
ntend  that  Packer  should 
t  be  allowed  to  increase 
;  media  role  further.  And 
ack  has  been  vilified  as  a 
reign  interloper.  "If  you 
e  strong-minded,  inter- 
ntionist  proprietors  with 
latcherite  views,  he's 
ur  man,"  says  O'Reilly, 
ack's  enemies  cite  the 
arp  rightward  shift  taken 

The  Jerusalem  Post,  Is- 
el's  major  English-lan- 
lage  daily,  after  Hol- 
ger's  takeover.  More  than  20  senior 
iffers  resigned  in  protest. 
But  Black,  who  relaxes  by  reading 
litary  history,  is  waging  a  vigorous 
unterassault.  Following  the  handbill 
;ident  in  Sydney,  he  sued  four  journal- 
s  for  defamation.  He  has  Henry  Kis- 
iger,  a  member  of  Hollinger's  interna- 
inal  advisory  board,  putting  in  a  good 
)rd  for  him  with  Australian  Prime 
inister  Robert  J.  Hawke.  And  Black  is 
tacking  the  "outrageous  myth"  that 

dictates  editorial  policy. 
It's  not  hard  to  imagine  being  intimi- 
ted  by  Black.  Heavyset  and  stern,  he 
esn't  suffer  fools  at  all.  He  can  be 


contemptuous  of  journalists.  Asked  by 
BUSINESS  WEEK  if  he  would  pose  for  a 
picture  in  his  library,  the  media  baron 
snapped:  "I  won't  have  the  press  in  my 
home!"  He  is  famously  quick  to  sue  for 
libel.  Black  has  a  suit  against  the  pub- 
lishers of  God's  Dominion,  a  1990  book 
on  religion  in  Canada  that  mentions  him 
only  briefly.  "The  passage  states  that  I 
have  contributed  to  the  sum  total  of  hu- 
man misery,"  he  complains,  calling  it 
"monstrous  defamation." 

Black  has  had  a  maverick  streak  since 
he  was  a  boy.  The  son  of  a  brewing 


executive,  he  was  expelled  from  Toron- 
to's elite  Upper  Canada  College  after  he 
and  two  other  students  stole  copies  of 
upcoming  final  exams  and  sold  them  to 
other  students.  "It  was  an  oppressive 
school — they  didn't  spare  the  rod — and  I 
rebelled  against  it,"  says  Black.  "It 
doesn't  embarrass  me." 

It  certainly  didn't  slow  his  meteoric 
rise.  After  earning  degrees  from  Carle- 
ton,  McGill,  and  Laval  Universities, 
Black  began  readying  himself  to  wrest 
control  of  Argus  Corp.,  then  Canada's 
premier  holding  company.  Black  and  his 
brother  Montegu  had  inherited  a  22% 
stake  in  Ravelston  Corp.,  which  con- 


trolled Argus,  from  their  father.  When 
Argus  Chairman  J.  A.  McDougald  died 
in  1978,  Black  used  this  stake  to  mount  a 
successful  bid  for  control. 

Black  restructured  and  sold  off  virtu- 
ally all  of  Argus'  assets,  including  trac- 
tor giant  Massey-Ferguson  and  Domin- 
ion Stores.  When  he  withdrew  some  $55 
million  in  surplus  funds  from  Dominion's 
pension  fund  in  1986,  he  was  renounced 
by  the  unions,  though  other  companies 
had  done  the  same.  Bob  Rae,  now  Ontar- 
io's Premier,  blasted  Black  as  a  "repre- 
sentative of  bloated  capitalism  at  its 
worst" — a  charge  he  called 
ludicrous.  Argus'  stock 
soared,  boosting  the  value 
of  Black's  stake  from  $1.5 
million  in  1978  to  $80  mil- 
lion by  1985. 

SHREWD  DEAL.  Black  turned 
his  attention  to  newspapers 
in  1969,  when  he  bought  a 
small  paper  in  Quebec.  His 
biggest  challenge  came  17 
years  later,  when  he  gained 
control  of  the  London-based 
Daily  Telegraph.  It  had 
lost  300,000  readers  in  the 
previous  five  years,  to  1.1 
million,  and  was  hemor- 
rhaging up  to  $3.5  million  a 
month.  The  debt-to-equity 
ratio  was  a  horrific  4  to  1. 

Drastic  changes  followed. 
"Every  aspect  of  the  busi- 
ness, from  A  to  Z,  was 
changed,"  says  Deputy 
Chairman  Sir  Frank  Rog- 
ers. The  staff  was  cleaved 
from  4,000  to  1,500,  much 
of  the  long-separate  daily 
and  Sunday  staffs  were 
combined,  and  the  paper 
was  redesigned  for  younger 
readers.  It  was  a  stunning 
success:  Operating  losses  of 
$17.5  million  in  1986  became 
last  year's  $78  million  prof- 
it. Considering  Hollinger 
paid  a  mere  $53  million  for 
control  of  a  paper  Rupert 
Murdoch  recently  said  was 
worth  $1.5  billion,  it  ap- 
pears that  Black  pulled  off  one  of  the 
shrewdest  media  deals  in  years. 

Now,  he's  waiting  to  see  if  his  Austra- 
lian bid  will  succeed.  Even  if  he  loses, 
he'll  surely  buy  papers  elsewhere.  He 
desperately  wants  a  more  visible  U.  S. 
property.  He  would  like  more  papers  in 
Britain,  and  he's  eyeing  Latin  America 
and  South  Africa.  When  asked  why  he 
keeps  buying  papers,  Black  quotes  press 
baron  Roy  Thomson:  "To  make  money." 
And  why  does  he  want  more  money? 
"To  buy  more  newspapers." 

By  William  C.  Syynonds  in  Toronto,  with 
Richard  A.  Melcher  in  London,  Stephen 
Hutcheon  in  Sydney,  and  bureau  reports 
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ADVERTISING! 


CHIAT/DAY  IS  WINNING,  AFTER 
IDSING,  AFTER  WINNING... 


The  up-and-down  shop's  billings  will  rise  18%,  to  $1.2  billion,  in  '91 


Jay  Chiat  spent  his  honeymoon  last 
July  on  the  Riviera.  Too  bad  his 
bride  stayed  home  in  New  York. 
Five  hours  after  marrying  photographer 
Donatella  Brun,  the  60-year-old  advertis- 
ing executive  hopped  a  plane  to  rendez- 
vous with  top  executives  of  American 
Express  Co.  As  Brun  waited,  Chiat  suc- 
cessfully sold  the  executives  on  his  new 
ad  campaign  to  revive  the  lagging  Green 
Card.  "The  meeting  was 
planned,"  Chiat  laughs. 
"The  wedding  wasn't." 

Such  fanatical  devo- 
tion has  helped  Jay 
Chiat  build  his  23-year- 
old  agency  from  a 
quirky,  creative  Califor- 
nia shop  into  a  major 
contender.  On  Nov.  7, 
Chiat/Day/Mojo  Inc. 
beat  out  incumbent 
Ogilvy  &  Mather 
Worldwide  Inc.  to  win 
the  $60  million  charge- 
card  account.  AmEx 
joins  other  accounts 
such  as  Reebok  Interna- 
tional Ltd.  and  Shear- 
son  Lehman  Brothers 
Inc.,  all  of  which  add  up 
to  $150  million  in  new 
billings  for  the  New 
York  office  in  1991. 
Throw  in  new  business 
in  London,  Toronto,  and 
Venice,  Calif.,  and  Chiat 
says  worldwide  billings 


With  Reebok,  Chiat/Day  won,  then  lost, 
then  won  the  account  again. 

The  exodus  of  clients  grew  so  alarm- 
ing last  year  that  many  wondered 
whether  Chiat's  high-style  approach  was 
badly  out  of  step  with  the  hard-sell  mar- 
keting methods  of  the  1990s.  What's 
more,  while  Chiat  spent  2o7(  of  his  time 
in  Europe  mapping  out  foreign  expan- 
sion, several  top  agency  executives  were 


JAY  CHIAT:  "AN  IRON-MAN  COMPLEX' 


will  rise  18' v,  to  $1.2  billion. 

But  manic  dedication  hasn't  guaran- 
teed stability:  Indeed,  the  American  Ex- 
press victory  offsets  a  devastating 
string  of  account  losses.  "We've  had  a 
few  comebacks  in  our  history,"  says 
agency  president  Lee  Clow.  "I  think  it's 
part  of  our  culture." 
ALARMING  EXODUS.  That's  an  under- 
statement. Chiat/Day  bounces  up  and 
down  as  wildly  as  the  bungee  jumper  it 
once  filmed  in  a  controversial— and 
quickly  yanked — ad  for  Reebok  athletic 
shoes.  Among  the  high-profile  accounts 
the  closely  held  agency  has  won  and  lost 
in  its  23  years:  Honda,  Nike,  Apple  Com- 
puter, and  Royal  Caribbean  Cruise  Line. 


Account 


SHEARSON  LEHMAN  BROTHERS 


REEBOK  INTERNATIONA!. 


exiting     at  home. 

Chiat  says  the 
agency's  instability  is 
the  price  of  having 
risk-takers  as  clients. 
"We've  made  our 
mark  by  working  with 
rather  flamboyant  en- 
trepreneurs," he  says. 
After  being  hired  by 
Apple  founder  Steven  P.  Jobs,  for  exam- 
ple, Chiat  was  fired  by  Jobs's  successor 
as  CEO,  John  Sculley. 

The  rescue  mission  started  when  Chiat 
resumed  his  job  as  creative  director,  a 
title  he  had  relinquished  years  ago. 
Chiat  even  knocked  out  some  headlines 


New  accounts  won  in  fiscal  1991  by 
Chiat/Day /Mojo  New  York 


CHEMICAL  MANUFACTURERS  ASSN.  $  1 0 


AMERICAN  EXPRESS  (GREEN  CARD)  60 

DATA:  COMPANY  REPORTS,  CHIAT/DAY/MOJO  INC. 


for  clients  such  as  Reebok  and  Shearso 
and  his  prodigious  energy  helped  r 
charge  the  agency.  "Jay  has  sort  of 
iron-man  complex,"  says  Steve  Hayde 
a  former  Chiat  executive  who  now  ru 
BBDO's  Los  Angeles  office.  "You'd 
working  with  him  at  2:30  a.m.  and  he 
call  a  meeting  for  7  a.m." 

Despite  the  account  wins,  Chiat  wo 
be  able  to  start  sleeping  late.  For  o 
thing,  he  has  taken  on  some  of  the  i: 
dustry's  thorniest  marketing  problem] 
Reebok,  for  example,  is  still  fighting 
regain  its  lead  against  Nike  Inc.  Mo; 
important,  American  Express  must  de: 
with  the  erosion  of  its  franchise  in 
era  when  its  gilt-edged  image  seems  ou 
moded.   Industry  newsletter  publish(  ik 
Spencer  Nilson  figures  AmEx's  share  ( 
the  U.  S.  credit-  and  charge-card  mark( 
dropped  1.62  percentage  points,  to  21.1/ 
in  the  first  half  of  1991. 

Chiat's  approach  is  to  treat  tl 
AmEx  card  as  being  in  a  class 
itself  and  its  name  as  an  icon — lik 
Coca-Cola.  The  slogan:  "The  Can 
The  American  Express  Card,"  a 
companies  ads  playing  up  the  card 
strengths.  In  one  spot,  a  busine; 
dinner  unexpectedly  grows  from 
to  12  people.  The  host  is  unrufflec 
though,  since  his  card  has  no  pres( 
spending  limit.  Chiat/ Day's  ads  ar 
also  hipper  and  more  offbeat  tha 
Ogilvy's  more  traditional  work, 
the  ads,  the  card  doubles  as  the  ta 
of  a  supersonic  jet  or  as  a  foo 
bridge  to  a  putting  green. 
MEASURING  SUCCESS.  Kenneth 
Chenault,  president  of  AmEx's  U 
charge-card  division,  says  he  chos 
Chiat/Day  because  the  ads  wer 
"captivating"  as  well  as  practica 
But  some  wonder  whether  Chiat' 
devotion  to  creativity  in  advertisin 
might  yet  rub  such  s( 
ber  clients  as  Amer 
can     Express  th 
wrong  way.  Chiat  ii 
sists  he  measures  su( 
cess  not  by  billings  c 
the  longevity  of  el 
ents  but  by  the  qual 
ty  of  "the  work" — 
term  he  and  his  staf: 
ers  repeat  like  a  mai 
tra.  "Chiat  is  obsesse 
with  the  work,"  say 
Hayden,  "so  som( 
times  the  relationshi 
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20 


60 


Th 


with  the  client  suffers." 

With  AmEx's  unusual  new  campaigi 
Chiat  is  putting  his  belief  in  "the  work 
to  the  test  for  a  mainstream  client.  If  h 
can  pull  it  off,  his  shop's  latest  he 
streak  may  actually  burn  a  while. 

By  Mark  Landler  in  New  Yor 
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MARKET! 


WHEN  OVER  75,000  LIVES 
ARE  ON  THE  LINE 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  all  calls  am  get  through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
iie  $218-million  Dartmouth  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
21st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $21-billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fu|itsu,  a  $21-billion 
global  telecommunications  leader  serving  over  100  countries 


Fujfrsu 


Computers,  Communications,  Microelectronics 
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When  you're  looking  to  drive  up  your  profit  line,  there's  only  one  freight  carrier  that  should  be 
driving  for  you:  Roadway  Express.  That's  because  the  service  we  offer  actually  helps  you  reduce 
costs  and  improve  operations.  So,  you  get  extra  value  for  every  freight  transportation  dollar. 

Our  f  inancial  strength  allows  continuous  investment  in  new  technology,  equipment 
and  training.  This  ensures  timely,  safe  movement  of  your  freight.  Additionally,  we  provide  free 
customized  information  services  to  help  analyze  and  manage  your  shipment  data.  We  believe 
in  protecting  the  investment  you  make  in  transporting  freight,  because  your  customers' 
satisfaction  is  the  bottom  line  in  business. 

Invest  a  moment  and  call  Roadway.  It'll  pay  dividends  in  customer  satisfaction. 


WORKING 


ROADWAY 


Cull  l-H0()-257-2H37  for  more  uifoi  maiioii . 


YOU 
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low  THAT  WASH'T  SO 
MAS  IT? 


or  most  companies,  writing  off  retiree  health  benefits  will  mean  only  a  onetime  ouch 


Fi 


or  a  time,  it  seemed  as  big  a  threat 
to  Corporate  America  as  foreign 
competition  or  a  deep  recession:  a 
lange  in  accounting  rules  that  could 
b11  deplete  the  net  worth  of  many  of 
e  nation's  largest  companies.  For 
lars,  employers  habitually  took  care  of 
eir  medical  bills  on  a  pay-as-you-go  ba- 
3,  with  no  regard  for  the  future.  But 
ider  a  new  accounting  rule  adopted 
3t  year,  big  companies  are  required,  no 
ter  than  1993,  to  set  aside  large  sums 
r  a  decade  or  two's  worth  of  retiree 
;alth  benefits  (table).  Companies  with 
wer  than  500  workers  get  until  1995. 
Tiployers  can  either  amortize  the  cost 
er  20  years  or  zap  earnings  in  the  first 
!ar.  The  total  hit:  up  to  $1  trillion. 
That  number,  while  awesome,  now 
ems  much  less  scary  than  anticipated, 
ost  companies,  after  crunching  the 
imbers,  are  finding  the  new  rule  to  be 
onetime  problem  easily  shrugged  off. 
rid  the  markets  are  agreeing  by  not 
inalizing  their  stock  prices. 
>  WHAT?  Despite  initial  complaints, 
ost  companies  have  come  to  accept  the 
tionale  for  the  new  rule.  To  the  Finan- 
il  Accounting  Standards  Board,  which 
ersees  U.  S.  accounting  standards  and 
omulgated  the  so-called  106  rule,  the 
ly-as-you-go  approach  is  irresponsible, 
significant  promises  have  been  made  to 
nployees,"  says  fasb  research  director 
mothy  S.  Lucas.  "You  shouldn't  report 
;  income  the  money 
at  is  meant  for  their 
;alth  care."  FA.SB  is  wor- 
ed     that  corporate 
;alth  care  costs  will 
mtinue  to  burgeon — 
ey  were  up  14%  in 
i90,  and  a  double-digit 
crease  is  expected  this 
!ar.  A  survey  by  con- 
ilting  firm  William  M. 
ercer  Inc.  found  that 
%  of  companies  with 
ore  than  5,000  workers 
■fer   retiree  medical 
inefits. 

General  Electric  Co.  is 

nong  the  many  compa-  data:  company  reports 


SOME  BIG  HEAITH 
COST  HITS 


Potential  charge  Net 
to  earnings  worth* 
Billions  of  dollars 

CHRYSLER  $6.0 

$6.0 

FORD  9.0 

20.4 

GE  2.3 

20.9 

CM  24.0 

28.0 

GOODYEAR  1.8 

2.0 

IBM  1.8 

43.0 

USX  3.0 

5.3 

*Asof  Sept.  30,  1991 

nies  that  are  easily  handling  billion-dol- 
lar hits.  On  Sept.  16,  it  announced  an 
aftertax  charge  to  earnings  of  $1.8  bil- 
lion, or  $2.07  per  share.  That  was  applied 
to  the  first-quarter  financial  report,  re- 
sulting in  a  loss  of  $800  million.  Al- 
though the  charge  will  depress  earnings 
for  the  entire  year,  GE  stands  poised  for 
a  rebound  in  1992.  After 
the  announcement  about 
the  charge,  GE's  $70-per- 
share    stock  actually 
edged  up  by  $2. 

The  reason  for  the 
market's  so-what  reac- 
tion is  that  the  $1.8  bil- 
lion is  a  noncash  item.  It 
reduces  GE's  net  worth 
but  doesn't  affect  the 
business'  cash  flow.  No 
funds  are  diverted  from 
operations,  capital  expen- 
ditures, or  research  and 
development.  "Capital 
markets  see  through  ac- 
counting contrivances," 


says  Daniel  J.  Donoghue,  group  vice- 
president  at  ratings  agency  Duff  & 
Phelps/MCM  Investment  Research  Co. 
And  the  same  seems  to  go  for  the  rat- 
ers. In  the  wake  of  the  charge,  GE  has 
had  no  trouble  keeping  its  AAA  rating. 

This  isn't  to  say  that  everyone  will  be 
able  to  escape  the  FASB  rule  unscathed. 
There's  a  separate  ring  of  hell  for  a 
small  number  of  large,  heavily  unionized 
companies  with  charges  so  high  that 
they  endanger  credit  ratings.  Thus  far. 
General  Motors  Corp.  is  the  only  one  in 
residence.  On  Nov.  8,  GM,  with  350,000 
retirees,  announced  that  its  hit  would 
range  from  $16  billion  to  $24  billion. 
CREDIT  WATCH.  The  nation's  No.  1  auto 
maker  hasn't  indicated  how  it  will  deal 
with  this  tremendous  charge,  which  will 
be  from  57%  to  86%  of  GM's  net  worth. 
The  charge  was  one  reason — sputtering 
auto  sales  was  the  other — that  Standard 
&  Poor's  Corp.  placed  GM  on  its  credit- 
watch  list  for  a  possible  debt  down- 
grade. "A  charge  that  size  has  to  put 
them  at  a  competitive  disadvantage," 


NCE 
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says  Solomon  Samson,  S&P's  managing 
director  for  corporate  finance.  In  the 
week  following  the  charge  news,  GM 
stock  dropped  4.2%. 

The  No.  3  auto  maker  also  is  suffer- 
ing. Chrysler  Corp.'s  many  merger  talks 
with  potential  buyers  keep  falling 
through,  and  Samson  blames  Chrysler's 
$6  billion  charge,  coupled  with  its  $3.5 
billion  in  unfunded  pension  liabilities,  for 
scaring  away  purchasers. 

American  Telephone  &  Telegraph  Co., 
with  123,000  retirees,  has  been  rumored 
to  be  almost  as  badly  off  as  GM.  AT&T 
executives  tried  to  reassure  analysts  on 
Nov.  19  that  the  charge  won't  be  even 
close  to  GM's  low-end  $16  billion  esti- 
mate, although  the  phone  company  isn't 
ready  yet  to  release  its  figure. 

The  preferred  way  of  taking  the 
charge  is  all  at  once,  so  a  company  can 
leave  it  behind,  like  a  bad  dream,  and 
not  have  earnings  gouged  for  20  years. 
"If  a  company's  balance  sheet  is  strong 
enough,  it  makes  sense  to  take  the  hit  at 
one  time,"  says  George  B.  Wagoner,  a 
principal  at  Mercer,  which  estimates  that 
only  half  of  U.  S.  corporations  will  be 
able  to  do  that.  GM,  most  experts  agree, 
can't  possibly  take  the  onetime  solution. 
CUTBACK  PITFALL.  One  side  effect  of  the 
accounting  rule  is  that  companies  are 
cutting  back  or  scrapping  retiree  health 
benefits.  This  is  particularly  true  for  me- 
dium-size, nonunion  employers.  Capital 
Holding  Corp.,  a  Louisville  insurance 
and  financial-services  outfit,  took  its  rel- 
atively small  charge  of  $80  million  early, 
in  1989.  It  kept  the  health  program  go- 
ing for  retirees  and  left  current  workers 
over  55  years  of  age  eligible  but  deep- 
sixed  the  plan  for  everyone  else. 

The  cutback  strategy  has  a  pitfall, 
however:  a  court  challenge.  That's  what 
GM  got  when  it  started  charging  its 
84,000  white-collar  retirees  yearly  de- 
ductibles of  $300  and  limiting  reimburse- 
ments to  807f  of  the  bill.  Since  this  plan 
was  not  part  of  a  union  contract — the 
United  Auto  Workers  pact  forbids  such 
cost-saving  steps  for  blue-collar  retir- 
ees— GM  felt  it  was  within  its  rights. 
"That's  not  fair,  doing  this  after  we  re- 
tired," argues  Leonard  P.  Moeller,  an 
accountant  who  retired  in  1982. 

Still,  for  the  small  number  of  compa- 
nies hammered  by  the  FASB  rule,  there's 
hope  that  the  predicament  may  not  turn 
out  to  be  as  bad  as  it  looks.  National 
health  coverage,  now  popular  in  Wash- 
ington, may  eliminate  altogether  the 
need  for  corporate  retiree  health 
schemes.  Then — hallelujah — companies 
might  be  able  to  add  back  some  of  the 
charges  they're  taking  now. 

By  Larry  Light  in  New  York,  with  James 
B.  Treece  in  Detroit,  Lisa  Driscoll  in  New 
Haven,  and  bureau  reports 


SLEEK  APPOINTMENTS:  DAI  ICHI  KYOTO  IS  LOCATED  IN  THIS  BRUSSELS  TOWER 


WHEN  AN  INSURER  MAY  NOT  Bl 
QUITE  AS  GRAND  AS  ITS  NAME 


Dai  Ichi  Kyoto  sounds  like  a  top  Japanese  company.  It's  not 


ention  the  words  "Dai  Ichi"  and 
finance  types  immediately  think 
I  of  Dai-Ichi  Kangyo  Bank  Ltd., 
the  world's  largest  bank,  or  perhaps  gi- 
ant Dai-Ichi  Mutual  Life  Insurance,  Ja- 
pan's venerable  insurer.  But  these  days, 
especially  among  insurance  regulators, 
there's  talk  of  a  third  Dai  Ichi,  some- 
thing called  Dai  Ichi  Kyoto  Reinsurance 
Co.  And  much  of  the  talk  isn't  good. 

The  company  has  become  an  intrigu- 
ing mystery  to  regulators  on  three  conti- 
nents, who  are  concerned  about  insurer 
solvency.  While  there's  no  hard  evidence 
that  Dai  Ichi  Kyoto  has  done  anything 
wrong,  regulators  have  become  increas- 
ingly concerned  about  a  rash  of  shaky 
foreign  reinsurers  dealing  with  U.  S. 
companies.  Some  take  on  risks  and  then 
walk  away  when  they're  called  upon  to 
pay  claims  that  cover  losses. 
Dai  Ichi  Kyoto,  which  is  incorporated 


Regulators  on  three 
contin.ents  want  to  see  if 
the  company  is  as  solid  as 
it  says  it  is 


in  Belgium,  says  it  is  financed  by  6 
Japanese  pension  funds.  But  state  insui 
ance  regulators  throughout  the  U.  S 
have  been  unable  to  determine  the  con 
pany's  owners,  and  government  official 
in  Tokyo  say  the  pension  funds  don 
exist.  Dai  Ichi  Kyoto,  according  to  Da 
Ichi  Mutual,  has  misrepresented  itself  a  ■^^ 
affiliated  with  the  insurer.  Says  on 
U.  S.  regulator:  "Nobody  knows  who  th 
hell  these  guys  are."  Adds  David 
Simmons,  general  counsel  for  the  N£ 
tional  Association  of  Insurance  Commii 
sioners:  "There  have  been  question  Me 
raised  as  to  how  substantial  [Dai  Id 
Kyoto]  is." 

MURKY  ROOTS.  The  company  insists  tha 

it  is  solid.  John  E.  Mitchell,  Dai  Ichi  Ky< 

to's  London-based  head  underwrite) 

says  it  is  a  legitimate  reinsurer  with 

million  in  capital.  He  says  the  compan 

writes  a  limited  volume  of  U.  S.  busines 

that  it  views  "closely  and  with  caution 

Determining  Dai  Ichi  Kyoto's  ownei 

ship  and  wherewithal  is  important:  Reii 

surance,  by  which  insurers  share  riski 

is  a  vital  financial  backstop.  But  a  thir 

of  the  $60  billion-plus  that  U.  S.  insurer 

now  reinsure  goes  to  offshore  comji; 

nies  whose  finances  often  are  shielde 

from  official  U.  S.  scrutiny.  j 

U.  S.  officials  first  heard  of  Dai  Icl  I 
 I 
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You  INVESTED  MILLIONS 
in  your  COMPUTERS. 
This  FREE  BOOK  will  help 
you  SAVE  //. 


I.S.  planning?  We  wouldn't  be 
iurprised  if  thi;^  is  one  book  you 
von't  be  able  to  put  down. 

Because  it  not  only  shows  you 
low  to  protect  your  past  invest- 
Tients  in  Bull,  IBM?  DEC*  and 
)ther  vendor  systems. 

It  gives  you  a  comprehensive 
nside  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

The  Distributed  Computing 
Viodel  is  our  blueprint  for  systems 
ntegration. 

Using  this  architecture,  we  can 
;onnect  your  different  networks. 

And  get  applications  based  on 
)ne  standard  to  run  with  applica- 
ions  based  on  another. 

So  instead  of  being  hamstrung 
)y  one  technology,  you  can  take 
idvantage  of  many. 

Buying  and  using  the  best  solu- 
:ion  no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
vork  both  today  and  tomorrow. 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  tlie  future. 
Or  tiptoe. 

"Where  do  I  start.''  What  products 
do  I  use.-^  How  fast  should  I  go.''" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


^current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-233-BULL. 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 
 1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 


(Company 


City 


Worldwide 

Information 

Systems 


Bull  # 


State 


Zip 


IBM  IS  a  regislered  trodemork  ol  the  Inlernolional  Business  Mochines  Corporolion  DEC  rs  o  regislered  Irademork  ol  ihe  Digtlal  EquipmenI  Corporation  ©  1991  6ULI  HN  Inlotmolion  Syslems  Inc. 
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Kyoto  in  1990,  in  connection  with 
the  now  insolvent  World  Life  & 
Health  Insurance  Co.  of  Pennsyl- 
vania. Dai  Ichi  was  listed  in 
World  Life  documents  as  one  of 
several  reinsurers  of  health  cov- 
erage sold  by  the  company. 
World  Life  had  bought  reinsur- 
ance from  thinly  capitalized 
groups  represented  by  Atlanta- 
based  insurance  broker  Alan 
Teale.  Teale's  business  dealings 
have  been  probed  by  the  Senate 
permanent  subcommittee  on  in- 
vestigations and  also  are  the  sub- 
ject of  a  federal  grand  jury  inqui- 
ry in  Georgia  (BW — ^July  29).  Dai 
Ichi  Kyoto  has  denied  it  ever  had  rein- 
surance deals  with  World  Life  or  Teale, 
who  won't  comment. 
MASQUERADER.  Regulators  in  several 
states  now  believe  Dai  Ichi  Kyoto  may 
be  trying  to  masquerade  as  an  affiliate 
of  more  established  companies.  An  offi- 
cial of  Dai-Ichi  Mutual  Life  told  a  Dela- 
ware regulator  that  Dai  Ichi  Kyoto  had 
unsuccessfully  tried  to  borrow  money 
from,  a  Belgian  branch  of  Britain's  Bar- 
clays Bank  PLC  by  misrepresenting  itself 
as  a  subsidiary  of  Dai-Ichi  Mutual.  The 
reinsurer's  Mitchell  could  not  be  reached 
on  this  point. 

Although  the  nature  and  volume  of 
Dai  Ichi  Kyoto's  U.  S.  operations  are 
murky,  the  company  seems  to  be  focus- 
ing on  reinsuring  financial-guarantee 
bonds.  Lenders  buy  such  bonds  from 
insurers  to  guarantee  repayment  by 
less-than-creditworthy  borrowers.  Bonds 
also  are  bought  by  borrowers  who  other- 
wise would  have  been  unable  to  get 
credit. 

One  of  Dai  Ichi  Kyoto's  recent  deals 
involves  Grassy  Hills  Country  Club  of 
Orange,  Conn.,  which  is  in  Chapter  11. 
To  get  out  of  bankruptcy  court,  its  own- 
er, Fairway  Land  Acquisition  Co.,  is  bor- 
rowing $2  million  to  repay  a  mortgage 
on  the  club.  To  get  the  loan  approved, 
the  owner  plans  to  pay  $253,000  in  fees 
for  a  $2  million  bond,  issued  by  United 
Financial  Operations  of  Englewood, 
Colo.,  and  reinsured  by  Dai  Ichi  Kyoto. 
Neither  United  nor  the  reinsurer  could 
be  reached  for  comment  on  this  issue. 

Grassy  Hills'  accountant,  Michael  J. 
Knight,  says  the  club's  owners  still  are 
checking  out  the  Dai  Ichi  deal.  "We  got 
it  through  a  lot  of  different  contacts," 
says  Knight.  "I  chased  the  chain  all  the 
way  around  the  world  myself."  He  says 
he  has  seen  financial  information  on  Dai 
Ichi  Kyoto  but  adds:  "I'm  not  sure  it's 
satisfactory  yet."  The  club's  creditors 
also  are  skeptical.  Says  Frances  Pennar- 
ola,  the  lawyer  for  one  debt  holder:  "I 
don't  think  a  reasonably  prudent  lender 
would  make  a  loan  on  the  basis  of  this." 


WHAT  IS  DAI  ICHI  KYOTO  REINSURAHCE? 


IT  IS  AFFILIATED  WITH: 

[Z|  A.  Dai-Ichi  Kangyo,  the  world's  largest  bank 

Q  B.  Dai-Ichi  Mutual  Life  Insurance,  Japan's 
oldest  life  insurer 

13  ^*  A  group  of  64  Japanese  pension  funds 

□I  D.  None  of  the  above 
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The  bankruptcy  court  is  scheduled  to 
consider  the  proposed  reorganization  on 
Nov.  25. 

Regulators  are  busily  probing  Dai  Ichi 
Kyoto's  background,  especially  its  claim 
that  it  was  organized  in  1989  with  money 
from  64  Japanese  pension  funds.  A  re- 
cent letter  from  the  Japanese  Finance 
Ministry  to  the  National  Association  of 
Insurance  Commissioners  says  Tokyo 
authorities  "have  not  found  any  informa- 
tion on  their  existence  in  Japan."  Dai 


Ichi    Kyoto    apparently  w 
bought  last  year  by  a  Londol 
outfit  named  Dai  Ichi  Holdin; 
PLC,  whose  stockholders  arl 
three  Delaware  corporations  thti, 
share  a  single  agent,  a  Wilmin^ 
ton  woman  who  will  not  ident 
fy   just   who   is   behind  th 
threesome. 

NO  AUDIT.  Uncertainty  even  su: 
rounds  Dai  Ichi  Kyoto's  accoui 
tants.  At  the  time  of  its  foun 
ing,  Dai  Ichi  Kyoto  issue 
promotional  materials  listing  t 
Brussels  office  of  Ernst 
Young  as  its  auditor.  While  th 
firm  had  advised  Dai  Ichi  Kyot 
on  incorporation,  it  says  it  did  not  unde 
take  any  audit  work.  Coopers  &  Lybran 
did  audit  Dai  Ichi,  but  the  firm  recenti 
reported  to  Delaware  authorities  that 
had  withdrawn  because  "the  compan 
failed  to  provide  us  with  any  informatio 
over  a  period  of  months." 

Not  surprisingly,  such  reticene 
doesn't  sit  well  with  state  regulator 
Dai  Ichi  Kyoto  is  unlikely  to  enjoy  muc 
more  time  in  the  shadows. 

By  Tim  Smart  in  Washingto 


MARKETS  I 


POST-SAIOMON  REFORM? 
DOK'T  HOLD  YOUR  BREATH 


Neither  Congress  nor  technology  will  change  Treasury  auctions 


I  he  close-knit  group  of  39  primary 
dealers  in  Treasury  securities  was 
shaken  to  the  core  not  too  long  ago 
by  revelations  that  Salomon  Brothers 
Inc.,  the  club's  most  influential  member, 
had  fabricated  bids  at  several  Treasury 
auctions.  The  disclosure  set  off  a  bar- 
rage of  efforts  to  reform  the  largely 
unregulated  $2.1  trillion  market  in  Trea- 
sury securities.  Legislation  was  expected 
to  sail  through  Congress  and  undermine 
the  primary  dealers'  powerful  grip  on 
the  Treasury  market. 

Three  months  later,  it  isn't  working 
out  that  way.  The  regulatory  juggernaut 
has  been  stalled — in  all  likelihood,  for 


One  big  brake  on  reform: 
Fears  that  fiddling  with  the 
status  quo  could  add  billions 
to  the  budget  deficit 


good.  True,  the  Salomon  scandal  has  a 
celerated  efforts  to  improve  informatio 
disclosure  in  the  Treasury  market  and  t 
automate  antiquated  auction  procedure 
But  such  moves,  which  began  before  th 
Salomon  affair,  are  unlikely  to  hav 
much  effect  on  the  primary  dealers  0 
investors.  Squabbling  among  the  Tre 
sury  Dept.,  the  Federal  Reserve,  and  th 
Securities  &  Exchange  Commissioi 
meanwhile,  has  kept  regulators  fro 
forging  a  united  front.  And  moves  fo 
change  on  Capitol  Hill  have  been  d 
railed  by  internecine  quarrels. 
'TREMENDOUS'  EXPENSE.  Also  acting  as 
brake  on  reform  are  fears  that  fiddlin 
with  the  system  could  add  billions  to  th 
budget  deficit.  If  new  rules  raise  th 
cost  to  bidders  by,  say,  a  tenth  of 
point,  and  they  pass  that  on  to  the  go 
ernment,  that  would  amount  to  $1.6  bi 
lion  a  year  for  the  $1.6  trillion  in  annu 
sales  of  Treasury  notes  and  bonds.  "Th 
cost  of  passing  improper  legislation 
tremendous,"  says  bond  consultan 
Leonard  Santow,  managing  partner  0 
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New  York-based  Griggs  &  Santow. 

Even  rival  government-securities 
firms  that  for  years  have  railed  against 
the  privileges  of  primary  dealers  have 
lost  some  of  their  zeal  for  reform.  Many 
fear  that  too  much  tinkering  too  quickly 
could  create  new  and  unexpected  market 
inefficiencies.  "You  can  rock  the  boat, 
but  you  run  the  risk  of  turning  it  over  if 
you  do  too  much  at  one  time,"  says 
James  T.  Kinsella,  senior  vice-president 
of  The  Chicago  Corp. 

The  dour  outlook  for  reform  would 
only  change  if  an  eagerly 
awaited  joint  study  by  the 
Fed,  Treasury,  and  SEC  on 
Treasury  auctions  due  in 
mid-December  reports  a 
broad  pattern  of  wrongdo- 
ing far  beyond  previous 
disclosures.  But  the  bet- 
ting is  that  the  report 
won't  be  that  incendiary. 
Furthermore,  lawmakers, 
facing  an  election  year, 
may  be  too  preoccupied  to 
consider  a  complex  reform 
package. 

SMALL  CHANGE.  Treasury 
has  ^Iready  introduced 
some  modest  reforms  in 
the  auction  process.  They 
make  it  easier  for  all  regis- 
tered securities  firms  and 
institutional  investors  to 
enter  bids  without  going 
though  primary  dealers.  In 
the  past,  only  primary 
dealers  could  submit  com- 
petitive bids  for  them- 
selves and  their  customers, 
in  exchange  for  the  obligation  to  partici- 
pate in  auctions  even  when  the  market 
was  sour. 

At  the  first  auctions  under  the  new 
regulations  on  Nov.  5-6,  bidding  was 
thin,  leading  some  Washington  officials 
to  wonder  whether  the  primary  dealers 
were  boycotting  the  offering  to  protest 
the  changes.  But  analysts  say  the  real 
factor  was  uncertainty  over  whether  the 
Fed  would  cut  rates.  Few  customers 
took  advantage  of  the  option  to  bypass 
the  primary  dealers.  "We're  still  sticking 
with  primary  dealers  because  we  need  to 
be  assured  of  the  creditworthiness  of 
the  people  we're  dealing  with,"  says  Ro- 
land M.  Machold,  director  of  New  Jer- 
sey's Investment  Div. 

Congress  isn't  likely  to  step  in  to 
make  broader  changes  anytime  soon. 
The  Senate  passed  a  measure  in  Septem- 
ber that  makes  false  bids  in  Treasury 
auctions — the  kind  of  conduct  Salomon 
admitted — a  violation  of  the  securities 
laws.  But  the  Senate  doesn't  want  to 
consider  anything  else  until  it  receives 
the  study  from  regulators. 


The  most  vocal  critic  of  the  auction 
process  is  Representative  Edward  J. 
Markey  (D-Mass.)  chairman  of  the  tele- 
communications and  finance  subcommit- 
tee, who  raised  a  ruckus  with  a  bill  that 
he  hasn't  yet  introduced.  It  would  give 
the  government  authority  to  oversee  de- 
velopment of  a  system  for  disclosing 
bond-price  information,  which  now  is 
closely  held  by  primary  dealers.  This  has 
outraged  the  Fed  and  Treasury,  which 
currently  regulate  the  market,  because 
Markey  would  give  the  SEC  these  pow- 


i'li 


'We  need  a  cop 
on  the  beat  every  day,  not 
just  an  emergency-only 
SWAT  team' 

—  REPRESENTATIVE  EDWARD  J.  MARKEY 


ers.  Says  Markey:  "We  need  a  cop  on 
the  beat  every  day,  not  just  an  emergen- 
cy-only SWAT  team." 

The  SEC  argues  that  it  has  far  more 
experience  than  Treasury  and  the  Fed  in 
handling  disclosure  and  surveillance  is- 
sues. It  could  monitor  the  government 
market  the  way  it  now  oversees  securi- 
ties of  publicly  held  companies.  "Should 
we  reinvent  the  wheel?"  asks  SEC  Chair- 
man Richard  C.  Breeden. 

But  Markey's  legislation,  which  would 
have  to  get  through  the  Banking,  Ways 
&  Means,  and  Energy  &  Commerce  com- 
mittees, faces  fierce  opposition  from  the 
Fed  and  Treasury.  The  Fed,  which  relies 


on  primary  dealers  to  regulate  the  mo! 
ey  supply,  and  Treasury,  whose  refor 
package  was  intended  to  preempt  broaj 
er  congressional  reforms,  bristle  at  Mi 
key's  suggestions  of  laxity.  They  clai] 
that  they  have  intensified  efforts  at  e| 
forcement  and  say  Markey's  propose 
are  fraught  with  peril  for  the  gover!! 
ment's  debt  financing.  They  argue  th| 
imposing  a  layer  of  bureaucratic  rulJ 
on  dealers  might  discourage  biddin*! 
And  both  agencies,  which  are  loath 
give  up  any  of  their  power,  worry  th;  ^ 
the  SEC  does  not  unde 
stand  the  government  s 
curities  market.  "Sweepi 
changes  are,  I  believe,  pr 
mature,"  Fed  Vice-Chai 
man  David  W.  Mullins  J 
told   Markey's  commitfe 
on  Oct.  25. 

AUTOMATION.  The  fighti 
on  Capitol  Hill  won't  slo 
the  onslaught  of  techni 
ogy.  But  technology 
turn,  is  not  likely  to  unse; 
the  primary  dealers  eithel 
The  Treasury  and  the  Fe 
have  accelerated  plans 
automate  the  Treasu 
markets.  The  first  phase 
set  to  begin  in  mid-199: 
when  small  financial  insi 
tutions  that  are  not  prim: 
ry  dealers  will  be  able 
bid  electronically.  The  Ne 
York  Fed  is  designing 
similar  plan  for  lar 
bidders. 

The  primary  deale 
launched  a  voluntary  qu^ 
tation  system  of  their  own — calle 
GOVPX — in  June.  But  some  intended  bei 
eficiaries  say  that  this  is  a  largely  hal 
hearted  effort,  noting  that  users  cannc 
manipulate  or  save  the  data,  and  that 
is  not  a  trading  system.  "I  view  GOVP 
as  an  attempt  by  the  primary  dealers  t 
give  as  little  data  as  possible  to  othe 
people,"  says  Robert  Pozen,  gener; 
counsel  and  managing  director  of  Fidel 
ty  Investments. 

But  even  if  more  price  information  b( 
comes  available  and  direct  bidding  b< 
comes  easier,  investors  may  still  hav 
ways  of  bucking  the  system  and  bypas; 
ing  primary  dealers.  Institutions  worr 
that  if  they  don't  give  primary  dealer 
their  buy  orders,  "when  it  comes  time  t 
sell,  I  might  not  get  as  good  a  bid,"  say 
Barbara  Kenworthy,  portfolio  manage 
at  Dreyfus  Corp.  With  many  other  bi 
investors  sharing  her  concerns,  and  wit 
reform  efforts  in  Washington  prett 
much  dead  in  the  water,  the  primar 
dealers'  hold  on  the  market  won't  b 
loosened  any  time  soon. 

By  Patricia  Kranz  in  Washingto 
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BY  GENE  G.  MARCIAL 


WHAT'S  IN 

JOHN  TEMPLETON'S 

SHOPPING  CART 


Global  investment  guru  John 
Templeton  is  as  bullish  as  ever 
despite  the  miniquake  that 
shook  the  market  on  Nov.  15.  The 
slide,  says  the  highly  respected  chair- 
man of  Bahamas-based  Templeton, 
Galbraith  &  Hansberger,  "has  enabled 
us  to  execute  buy  orders  for  dozens  of 
stocks  at  truly  bargain  prices." 

Although  Templeton  concedes  that 
the  market  is  becoming  more  volatile 
as  technology  makes  it  easier  to  trade 
U.  S.  stocks  around  the  world,  he  is 
convinced  that  stocks  are  not  about  to 
collapse.  Indeed,  he  thinks  U.  S.  equi- 
ties are  still  the  biggest  bargains 
around  and  that  the  market's  price- 
earnings  ratio  is  cheap  based  on  1992 
earnings  and  the  fall  of  interest  rates. 

Next  year,  Templeton  expects  a 
snapback  in  GNF  growth,  along  with 
"record  earnings  and  record  dividend 
yields."  Clearly,  investors  are  worried 
about  the  economy,  he  says.  But  the 
widespread  pessimism,  says  Temple- 
ton, who  oversees  83  worldwide  mutual 
funds  with  total  assets  of  $19  billion, 
breeds  irresistible  opportunities.  That's 
especially  the  case  with  small  stocks, 
where  pessimism  is  suddenly  rampant. 
Despite  a  sharp  runup  this  year,  the 
small  stocks  still  have  a  lot  of  room  to 
advance,  says  Templeton.  He  now  sees 
compelling  bargains  in  savings  and 
loans,  insurance,  and  transportation 
companies — all  perceived  as  worrisome 
areas.  Biotechs  are  out,  he  says. 
LESS  JUNK.  Among  S&Ls,  Templeton 
likes  First  Financial  Holdings,  owner 
of  First  Federal  Savings  &  Loan  Assn. 
in  Charleston,  S.  C;  ONBANCorp.,  own- 
er of  Onondaga  Savings  Bank  in  Syra- 
cuse, N.  Y.  (assets  of  $2.2  billion);  and 
First  Financial  Management,  which 
provides  data  processing  services  to 
banks  and  S&Ls  and  owns  Georgia  Fed- 
eral Bank.  Says  Templeton  Equity  Re- 
search Director  Mark  Holowesko: 
"These  S&Ls  have  high-quality  assets 
and  earnings  potential  of  157'  to  207c 
annually  in  the  next  five  years." 

Another  Templeton  pick:  Kemper,  a 
major  financial-services  company  en- 
gaged in  life  insurance,  property-and- 
casualty,  reinsurance,  and  investments. 
Its  assets  total  $50  billion;  its  asset- 
management  unit  alone  is  worth  $1.8 
billion,  or  $30  a  share,  says  Holowesko. 


TEMPIETON'STOP  PICKS 


Stock 


1991  high    Recent  price 


ATLANTIC  SOUTHEAST  AIR 

Regional  commuter  airlines 

$39 

$34 

FIRST  FINANCIAL  HOLDINGS 

Savings  and  loans 

15 

1 1 

FIRST  FINANCIAL  MGMT. 

Financial  data  processing 

47 

42 

KEMPER 

Insurance  and  finance 

41 

36 

ONBANCORP. 

Savings  bank 

21 

17 

STOLT  TANKERS  &  TERMINALS 

Worldv/ide  shipping  29 

19 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC, 

Kemper  has  been  increasing  the  capi- 
talization of  its  life  unit  and  cutting 
junk-bond  holdings  to  $1.1  billion,  or 
11'/'  of  invested  assets.  He  sees 
Kemper's  net  jumping  from  1990's  25$ 
to  $4.25  in  1991  and  $4.80  in  1992. 

Templeton  is  also  high  on  Atlantic 
Southeast  Airlines,  a  commuter  airline 
with  hubs  in  Atlanta  and  Dallas/Fort 
Worth.  It  has  picked  up  a  lot  of  busi- 
ness in  the  South  after  the  collapse  of 
Eastern  Air  Lines.  "It's  an  earnings 
play  in  a  consolidating  industry,"  says 
Holowesko,  who  figures  Atlantic  will 
earn  $6  a  share  by  1996,  vs.  1991 's 
$2.18.  Templeton  also  likes  Stolt  Tank- 
ers &  Terminals,  which  operates  90 
transoceanic  tankers.  "It's  a  play  on 
the  industry's  shrinking  capacity  and 
the  expected  rise  in  rates,"  he  says. 


INSIDER  TRADING 
BE  DAMNED 


Would  you  touch  the  stock  of 
a  company  whose  chairman, 
secretary,  and  a  former  di- 
rector are  accused  by  the  Securities  & 
Exchange  Commission  of  insider  trad- 
ing in  the  company's  shares? 

Believe  it  or  not,  some  smart-money 
pros  are  buying  shares  of  Shared  Medi- 
cal Systems — a  company  in  a  pickle. 
These  investors  argue  that  Shared  Me- 
dical's stock  is  compelling  despite  the 
recently  announced  insider-trading 
charges  against  Chairman  and  CEO 
R.  J.  Macaleer,  Corporate  Secretary 
James  C.  Kelly,  and  former  Director 
Clyde  Hyde.  The  SEC  alleges  the  trio 
knew  that  earnings  had  declined — and 
sold  shares  before  the  announcement. 
The  company,  which  provides  informa- 
tion systems  to  hospitals  and  health 
care  companies,  denies  the  SEC  charges 
that  the  three  sold  stock  in  1985  to 
avoid  the  expected  drop  in  the  shares. 


One  reason  to  get  into  the  stock 
now,  says  one  pro,  is  whispers  of  a 
"friendly  buyout  bid"  from  a  major 
data  processing  company.  With  the 
stock  down  to  18  a  share  from  23  in 
September,  it  is  a  bargain,  he  explains. 
Some  investors  also  note  that  the  stock 
is  an  earnings-turnaround  play.  "Earn- 
.  ings  and  orders  have  been  rebounding,  f 
and  the  company  appears  in  a  good 
position  to  benefit  from  efforts  by  hos-  , 
pitals  to  control  their  costs,"  says  Jim  I 
Awad,  president  of  BMI  Capital.  Shared  ' 
Medical  "is  a  leader  in  its  industry,  has 
a  strong  balance  sheet  with  no  debt,  | 
and  isn't  sensitive  to  the  economy,"  he 
adds.  Awad  says  the  stock  is  worth  30 
based  on  earnings  alone.  A  takeover 
investor  puts   the   buyout  value  of 
Shared  Medical  at  $40  to  $45. 


ASK  THE  COPS 
AND  FIREFIGHTERS 


You  won't  catch  Phil  Donahue  or 
Sally  Jessie  Raphael  on  West- 
cott  Communications'  television 
networks.  But  they  may  be  the  chan- 
nels of  choice  of  your  neighborhood 
fireman  or  policeman.  The  reason: 
Many  town  and  municipal  police  forces 
and  fire  departments  subscribe  to 
Westcott's  satellite  broadcast  net- 
works, which  provide  educational  and 
training  TV  programs  for  specific  in- 
dustries. Already,  some  Street  pros 
want  to  get  into  the  act  by  buying 
Westcott  shares.  Not  surprisingly, 
Westcott's  stock  has  bounced  from  6  a 
share  in  August  to  9. 

Rick  Teller,  senior  vice-president  for 
investments  at  Josephthal,  Lyon  & 
Ross  in  Boston,  thinks  Westcott  is  a 
"potentially  strong  growth  company." 
He  estimates  that  earnings  this  year 
will  be  22$  a  share  on  projected  sales 
of  $29  million.  Next  year,  he  sees  earn- 
ings climbing  to  60$  a  share  on  estimat- 
ed sales  of  $38  million.  In  1993,  when 
Westcott  expects  to  set  up  new  net- 
works for  the  medical  professions,  it 
could  earn  $1  a  share,  says  Teller. 

Westcott's  first  network,  geared  to 
auto  dealers,  grew  rapidly  from  1986  to 
1989.  But  the  recession  took  the  wind 
out  of  that  market.  Now,  Westcott's 
two-year-old  Law  Enforcement  TV  Net- 
work, aimed  at  the  police  departments, 
is  in  an  upswing,  attracting  2,700  sub- 
scribers. And  its  newest  network — Fire 
&  Emergency  TV  Network — aimed  at 
firefighters  and  emergency  medical 
personnel,  "has  been  a  success  beyond 
the  company's  expectations"  with  1,000 
subscribers  since  September,  he  says. 
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FINAN 


NEC  is  a  world  leader 
in  virtually  every  category 
of  imaging  technology: 

from  the  brilliant 
displays  on  our  laptops. 

to  our  Multisync' 
monitors,  color  thermal 
printers.  CD-ROM 

readers  and  more. 


Introducing  the  first 
486SX  laptop  computer 
that  comes  in  256  colors. 

The  new  ProSpeed"  486SX/C  laptop  is  a  breakthrough  made  possible  only  by  NEC's 
mastery  of  active  matrix  color  display  technology:  the  first  486SX  laptop  computer 
with  a  TFT  screen  capable  of  displaying  256  colors  at  640  x  480  resolution. 

The  result:  some  of  the  most  brilliant,  photographic-quality  images  you've  ever  seen 
on  any  computer  screen,  laptop  or  otherwise.  It  also  puts  on  an  equally  spectacular  dis- 
play of  power,  thanks  to  an  Intel'  486SX'"  microprocessor  running  at  20MHz,  a  120  or 
200MB  hard  drive,  and  the  first  32-bit  EISA  bus  to  be  found  on  any  laptop.  Add  to  that 
its  full-size  keyboard,  and  a  full  complement  of  ports,  and  you  have  the  perfect  solution 
for  any  application  requiring  massive  amounts  of  power— from  software  demonstrations 
to  sales  presentations,  complex  graphs  and  diagrams  to  CAD-CAM,  and  beyond. 


in 


ifcl 


Because  ^  is  the  way  you  want  to  go. 


NEC 


Compulers  and  Communications 


For  more  information,  call  1-800-NEC-INFO. 


One  call  to  The  Lighthouse  can  improve 
your  family's  looks. 

Prescription  lenses  aren't  enough  for  some  vision  problems.  But  you  can  improve  your  sight 
with  ways  you  never  knew  existed.  Call  the  Lighthouse  National  Center  for  Vision  and  Aging. 


Call  1-800-334-5497  i%  THE  LIGHTHOUSE  INC. 


nformation  Processing 


LECOMMUNICATIONSI 


UESTION  MAN:  SMITH  USES  A  WALL  OF  WORDS  TO  DISSECT  AND  REFINE  COMPANY  PROCEDURES 


\  WAKE-UP  CALL 
FOR  BELL  ATLANTIC 


EO  Raymond  Smith  is  out  to  smash  its  bureaucratic  mindset 


rhe  walls  of  a  Bell  Atlantic  Corp. 
conference  room  are  covered  with 
brown  wrapping  paper.  Diagrams 
ad  flow  charts  describe  the  marketing 
spartment's  hierarchy  and  functions, 
[arkers  in  hand,  executives  zestfully 
'Oss  out  steps  in  product-development 
>^cles,  slash  positions,  ■  and  question 
oals.  Each  day,  others  wander  in  and 
id  their  graffiti.  "Is  this  really  neces- 
iry?"  queries  one  anonymous  contribu- 
)r,  pointing  to  a  staff 
anction.  Before  long, 
le  writing  is  on  the 
•all:  The  department 
eeds  to  be  dramatical- 
'  pared  down. 
Welcome  to  the  Bell 
.tlantic  Way — a  man- 
gement  scheme  to  cut 
asts,  spur  salesman- 
hip,  and  promote  inde- 
endent  thinking  at  the 


DRMATION  PROCESSING 


$12  billion,  Philadelphia-based  regional 
Bell  phone  company.  All  seven  Baby 
Bells  are  striving  to  break  out  of  their 
bureaucratic  ways,  but  under  Chairman 
Raymond  W.  Smith,  Bell  Atlantic's  pro- 
gram stands  out  for  its  sheer  pervasive- 
ness. In  the  past  two  years,  Smith  has 
sent  20,000  managers  through  a  2y2-day 
training  program  to  learn  the  Bell  Atlan- 
tic Way.  Nearly  60,000  other  employees 
will  get  similar  training  starting  in  1992. 


BEIL  ATLANTIC  LEADS 
IN  PHONE  SERVICES.. 


ESTIMATED  AVAILABILITY  OF  ADVANCED  FEATURES 


...BUT  CARRIES  A 
HEAVY  DEBT  LOAD 


RATIO  OF  TOTAL  DEBT  TO  EQUITY' 


BELL  ATLANTIC 


AVERAGE  OF  OTHER 
SIX  BABY  BELLS 


BELL  ATLANTIC 


AVERAGE  OF  OTHER 
SIX  BABY  BELLS 


0  3  6  9  12 

►  MILLIONS  OF  PHONE  LINES  EQUIPPED  FOR  SIGNALING  SYSTEM  7 


I  I 
0  30 
►  PERCENT 


True  believers  wear  "Coach  Me"  but- 
tons, an  invitation  to  co-workers  and 
even  subordinates  to  offer  advice. 

Smith,  54,  became  chief  executive  in 
January,  1989,  and  chairman  that  July. 
Since  then,  he  has  become  thoroughly 
steeped  in  the  ways  of  motivational  man- 
agement. The  Carnegie  Mellon  Universi- 
ty engineering  grad  keeps  a  plaque  on 
his  desk  reading  "Be  Here  Now,"  a  re- 
minder to  remain  focused  on  the  busi- 
ness at  hand.  He  encourages  employees 
to  carry  a  blue  poker  chip,  as  he  does. 
That's  to  keep  them  working  on  blue- 
chip  priorities  first,  leaving  the  reds  and 
whites  for  later. 

STAGNANT  GROWTH.  These  tricks  may 
sound  hokey,  but  Smith  says  they're 
helping  transform  his  executives  into  the 
kind  of  managers  who  can  compete  in  all 
sorts  of  businesses.  Like  other  regional 
phone  companies,  Bell  Atlantic  is  strug- 
gling to  launch  new  businesses  as  its  old 
ones  slow.  Bell  Atlantic  generated  88% 
of  its  revenue  last  year  from  local  phone 
companies  in  Delaware,  Maryland,  New 
Jersey,  Pennsylvania,  Virginia,  West 
Virginia,  and  the  District  of  Columbia. 
But  growth  is  nearly  stagnant  in  local 
calling,  and  large  customers  are  bypass- 
ing local  carriers  to  connect  directly  with 
long-distance  phone  companies.  Competi- 
tors are  moving  in  on  short-haul  long- 
distance service,  coin  telephones,  opera- 
tor services,  and  yellow  pages.  The 
results  are  clear:  For  the  nine  months 
ended  Sept.  30,  Bell  Atlantic's  net  in- 
come rose  a  scant  1.4%,  to  $1.09  billion 
from  $1.08  billion  a  year  earlier,  and  rev- 
enue actually  dipped,  to  $9.18  billion 
from  $9.19  billion. 

Getting  out  of  that  rut  will  require  a 
far  more  aggressive  approach — wring- 
ing more  income  out  of  local  phone  ser- 
vice and  a  smarter  grasp  of  new  busi- 
nesses than  the  company  has  shown  in 
the  past  eight  years.  Smith  is  asking 
employees  to  work  on  these  corporate 
goals,  instead  of  just  fulfilling  the  nar- 
row, bureaucratically  defined  objectives 
that  marked  the  old  Bell  system.  That 
message  is  unrelenting,  expressed  in 
company  newsletters,  training  sessions, 
and  ubiquitous  "Bell  Atlantic  Way" 
posters.  Says  one  former  company  exec- 
utive of  Smith:  "Chang- 
ing a  company's  culture 
takes  either  a  crisis  or  a 
fanatic.  He's  a  fanatic." 

The  new  culture  is  al- 
ready apparent  in  the 
executive  suite.  To  set 
an  example,  Smith 
turned  the  executive 
dining  room  into  an  em- 
ployee cafeteria.  He 
also  dispersed  top  brass 
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HOW  TO  SURVIVE  IN  A  CHANGING  ECONOMY 
AS  REVEALED  BY  GUMBY 


INTRODUCES 


FLEXIBLE 
WORKFORCE 


Upturns,  downturns,  recessions,  depressions,  sudden 
recoveries,  and  slumps.  Companies  that  can't  bend  with 
change  are  companies  that  can't  survive  it. 
Olsten  has  the  solution:  flexibility. 
With  Olsten's  Flexible  Workforce, 
you  can  reduce  overhead  and 
improve  efficiency  by  utilizing  people 


only  when  you  need  them.  During 
slower  periods,  maintain  a  core 
staff  of  full-time  workers. 
During  peak  periods,  supplement  that  staff  with  Olsten 
temporary  workers.  Your  staff  works  more  efficiently.  More 
productively.  And  your  company  sustains  its  competitive  edge 
So  make  Olsten  your  partner  for  the  future.  Olsten  can  supply 
you  with  the  innovative  thinking  and 
long-term  planning  that  make  a  company 
more  resilient.  Because  in  business  today. 


Lower  overhead, 
higher  profits. 

CALL 
1-100-225.TEMP_ 


to  be  tough  you  have  to  be  flexible. 


1991  The  Olsten  i.orporaiion  Primed  in  ihe  L'SA  Eot  M/F/H/v  Gumby  and  Gumhv  i  haraciers  are  TM  &©  1991  Piema  Tov  Co  inc  All  Righrs  Reserved 


Temporary  Services 


THE    WORKING  SOLUTION 


tiformation  Processin 


)m  the  executive  floor  and 
ationed    them    with  the 
oups  they  oversee.  "What 
id  of  message  do  we  send 
iployees  if  we're  all  on 
i  same  floor  and  lunch  in 
private  dining  room?" 
lith  asks. 

While   bottom-line  results 
)n't  be  apparent  for  some  time, 
lith's  efforts  rate  cautious  praise 
)m  an  important  constituency:  regula- 
rs. "The  effort,  it  seems  to  me,  is  con- 
ousness-raising,"  says  David  Rolka,  a 
;mber  of  the  Pennsylvania  Public  Util- 
Commission.  To  be  more  responsive 
the  market  and  more  competitive, 
says,  "These  types  of  programs  are 
cessary." 

I»RIT  DE  CORPS.  The  thrust  of  the  Bell 
lantic  Way,  developed  with  the  help  of 
s  Angeles-based  Senn-Delaney  Lead- 
ship  Consulting  Group,  is  to  foster 
irker  participation  at  all  levels.  At  a 
?sion  for  Bell  Atlantic  Mobile  Systems 
pervisors,  a  blindfolded  employee  is 
d  to  hit  a  target  with  a  velcro-tipped 
rt.  At  first,  no  one  lends  any  guidance, 
en,  people  shout  directions  that  help 
;  employee  hit  the  target.  Such  drills 
3  more  motivational  than  instructional, 
ieed,  employees  whose  esprit  de  corps 
pears  to  be  flagging  sometimes  are 
vised  to  attend  a  "reinforcement" 
ision. 

Fo  some  employees,  it  all  seems  a  bit 
y  Brotherish.  One  network  manager, 
10  spoke  on  condition  of  anonymity, 
^s  he's  considering  early  retirement  to 
oid  wasting  time  on  "silly  programs." 
for  unionized  workers,  who  won't  ex- 
fience  the  Bell  Atlantic  Way  until  next 
ar,  one  11-year  veteran  says  he  doubts 
'11  ever  be  allowed  to  "coach"  his  own 
ss,  calling  the  program  "another  at- 
npt  to  brainwash  employees."  That 
id  of  attitude  exasperates  Smith, 
ome  people  don't  want  to  change  un- 
r  any  circumstances,  but  this  isn't  go- 
^  to  go  away,"  he  vows. 
Phere  are  early  signs  of  success.  For 
ample,  the  brown-paper  exercise, 
lich  was  developed  with  the  help  of 
5  MAC  Group  Inc.,  a  consulting  firm  in 
mbridge,  Mass.,  has  aided  in  corpo- 
te  restructuring  by  making  the  em- 
)yees  involved  feel  more  like  par 


^ELCRO  DARTS 

fo  build  teamwork, 
ilindfolded  employees 
ry  to  hit  a  target  with 
he  darts — first  on 
heir  own,  then  wnih 
[uidance  from  tlieir 
lolleagues 


COACHING 

Bell  Atlantic  true 

believers  sport  these 
buttons  to  encourage 
others — ^including 
subordinates — to  offer 
them  ad\ice  without 
fear  of  retaliation 


ticipants  than  victims.  Without  such 
measures,  "We  have  a  tendency  to  dig 
our  heels  in  and  defend  our  territory," 
admits  Graham  Ragland,  assistant  vice- 
president  for  compensation  and  benefits. 
Ragland  actually  scratched  his  own  job 
off  the  wall  last  summer — knowing  that 
a  new  one  would  be  found  for  him. 

When  it  comes  to  broad  corporate 
strategies,  it's  harder  to  draw  connec- 
tions between  the  Bell  Atlantic  Way  and 
the  company's  performance.  Its  basic 
strategy  has  been  to  invest  heavily  in  its 
network.  By  the  end  of  1991,  90%  of  its 
phone  lines  will  be  equipped  with  Signal- 
ing System  7,  a  data-messaging  network 
that  automatically  sets  up  calls  and  per- 
mits new  services,  such  as  caller  I.  D., 
call  blocking,  and  automatic  re-di 
aling.  Last  summer,  it  was 
faulty  Signaling  System  7 
software  from  DSC  Communi- 
cations Corp.  that  led  to  ma- 
jor phone  outages  in  Bell  At- 
lantic's network  in  Wash- 
ington, Pittsburgh,  and 
elsewhere.  By  plowing  hun- 
dreds of  millions  of  dollars  in 
the  network,  Smith  hopes  to  offer 
new  phone  features  and  services  that 
will  raise  network  revenue  growth  to  a 
level  of  4%  to  6%-,  rather  than  the  1%  to 
27c  the  company  could  otherwise  expect. 
BIG  LOSSES.  But  Bell  Atlantic  also  holds 
another,  not  so  laudable  record,  among 
the  Bells.  It  has  the  highest  debt  ratio 
(chart,  page  133),  thanks  to  forays  into 
financial  services  and  real  estate,  an  em- 
ployee stock-ownership  plan,  and  its  part 
of  a  $2.4  billion  purchase — with  Ameri- 
tech  Corp. — of  Telecom  Corp.  of  New 
Zealand.  Short-term  debt,  at  32%  of  equi- 
ty as  of  June  30,  was  twice  the  average 
of  the  other  Baby  Bells,  says  Marion  M. 
Boucher,  an  analyst  at  Donaldson, 
Lufkin  &  Jenrette  Securities 
Corp.  Bonds  issued  by  Bell  At- 
lantic Capital  Funding  Corp.  still 
carry  an  AA-  rating  from 
Standard  &  Poor's  Infor- 
mation Group.  But  Bou- 
cher says  they  may  be 
overpriced  given  the  risks. 
'People  have  thought  of 
these  phone  companies  as  underlever- 
aged,  conservative.  That's  no  longer  the 
case,"  she  says.  "Often,  when  you  be- 


come adventuresome,  you  stumble." 

Bell  Atlantic  already  has  stumbled  in 
financial  services  and  real  estate.  Even 
as  the  real  estate  market  was  stalling  in 
early  1990,  the  company  was  predicting 
that  it  would  double  its  $650  million  port- 
folio within  five  years.  But  Smith  recent- 
ly told  analysts  that  the  company  will 
gradually  get  rid  of  almost  all  real  es- 
tate beyond  what  it  uses  itself.  He  said 
it  also  is  shrinking  its  computer-leasing 
business,  which  at  one  time  had  more 
than  $1  billion  in  assets.  The  company 
doesn't  break  out  the  profitability  of  in- 
dividual business  units,  but  analysts  say 
real  estate  and  financial  services  have 
tied  up  enormous  amounts  of  capital 
while  generating  lackluster  returns  and 
heavy  write-offs. 

Now,  Smith  says  new  businesses  will 
be  closer  to  the  core  business — cellular 
networks  and  ventures  with  foreign 
phone  companies.  Smith  ended  the  com- 
pany's self-imposed  ban  on  buying  cellu- 
lar properties  outside  of  its  home  territo- 
ry in  September,  when  the  company 
agreed  to  buy  New  York-based  Metro 
Mobile  CTS  Inc.  for  nearly  $2.5  billion  in 
Bell  Atlantic  stock  and  assumption  of 


BLUE  CHIPS 

EmpioN  ees  are  urged 
to  keep  one  of  these 
oker  chips  in  a  pocket 
-  a  constant  reminder 
.0  sta>"  focused  on  their 
most  critical  task  of  the 
moment 


debt.  The  acquisition  puts  Bell  Atlantic 
roughly  sixth  in  size  among  cellular  op- 
erators nationally. 

Recently,  the  Bell  Atlantic  Way  has 
been  applied  to  the  company's  overseas 
push — with  mixed  results.  Teamwork 
helped  in  New  Zealand:  Instead  of  leav- 
ing the  bidding  up  to  a  small  internation- 
al team,  the  people  who  run  the  domes- 
tic network  pitched  in.  But  Bell  Atlantic 
has  fallen  short  in  other  bids  for  phone 
companies  in  Eastern  Europe  and  Latin 
America,  most  recently  losing  the  auc- 
tion for  a  piece  of  the  Venezuelan  phone 
company,  CANTV. 

As  Smith  strives  to  steer  Bell  Atlantic 
in  new  directions,  his  biggest  challenge 
will  be  to  keep  employees  from  slipping 
back  into  comfortable  Bell  habits. 
"We're  still  dealing  with  the  monopoly 
mindset,"  the  chairman  concedes.  If  the 
Bell  Atlantic  Way  does  help  the  bottom 
line,  however,  it  may  not  be  long  before 
Nynex  Corp.,  Southwestern  Bell  Corp., 
and  the  rest  start  tacking  brown  paper 
up  on  their  conference-room  walls,  too. 

Bi/  Julie  Amparano  Lopez  in 

Philadelphia 
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VENTURE  CAPITAL  I 


EVEN  HOTSHOT  STARTUPS 
ARE  FEELING  THE  CHILL 


Fear  of  a  shakeout  is  making  for  less  venturesome  capital 


ichael  D.  Goldberg  is  the  proud 
father  of  a  six-month-old  girl — 
land  a  three-year-old  company. 
He  boasts  about  his  daughter.  But  when 
talk  turns  to  how  Access  Biotechnology 
Inc.,  a  company  in  South  San  Francisco 
that  arranges  clinical  trials  for  the  bio- 
tech  industry,  recently  snapped  up  $2 
million  in  venture  capital,  Goldberg 
turns  sheepish.  The  reason:  Amid  a  lot 
of  doom  and  gloom  over  how  hard  it  is 
to  pry  loose  venture  dollars  these  days, 
Goldberg  raised  the  money  in  just  three 
months.  "I  feel  like  my  wife  does  when 
other  women  ask  her  how  labor  went, 
and  she  says  'five  and  a 
half  hours,'  "  he  says. 

Indeed,  it's  a  rare  com- 
pany that  can  slide  so  eas- 
ily through  the  venture- 
capital  wringer  nowadays. 
Last  year,  U.  S.  venture 
firms  handed  out  $1.9  bil- 
lion, a  head-spinning 
43.4%  falloff  from  198S, 
reports  Venture  Econom- 
ics Inc.,  a  Needham 
(Mass.)  consulting  firm. 
The  future  looks  worse. 
So  far  this  year,  venture 
firms  have  attracted  just 
$870  million  from  new  in- 
vestors— vs.  1.8  billion 
last  year.  Insiders  blame 
the  slump  largely  on  the 
scores  of  iffy  venture  out- 
fits that  sprang  up  in  the 
early  1980s  and  threw 
money  at  virtually  anyone 
spewing  technobabble. 


the  Mayfield  Fund  will  more  than  triple 
the  $7  million  it  laid  out  to  new  compa- 
nies in  1990.  And  those  who  believe  that 
venture  capital's  role  as  the  incubator  of 
technological  growth  isn't  in  jeopardy 
point  to  hot  new  areas  such  as  wireless 
computer  networks  and  "green"  soft- 
ware that  tracks  environmental  contami- 
nation. They  also  note  this  year's  record 
amount  raised  in  venture-backed  initial 
public  offerings  (chart). 

Nevertheless,  the  freewheeling  days 
are  over — for  now.  The  fiscal  crunch  has 
forced  changes  in  the  way  even  the 
strongest  venture  firms  operate,  prod- 


VENTURE  SPENDING 
IS  DOWN... 


...BUT  MONEY  RAISED 
IN  IPOs  IS  UP 


•86  87 
▲  BILLIONS  OF  DOLURS 


'90  '86  '87 
DATA:  VENTURE  ECONOMICS  INC. 


'89        90  •91- 
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While  only  a  few  of  those  firms  have 
gone  under,  they've  generated  disap- 
pointing returns  for  years.  Now,  asserts 
Gib  Mvers,  a  general  partner  with  the 
Mayfield  Fund  in  Menlo  Park,  Calif.: 
"They've  run  to  the  end  of  their  funds — 
and  they  won't  get  refunded." 
SHARPER  EYES.  In  short,  a  good  old-fash- 
ioned shakeout  may  be  starting.  As  be- 
fits such  a  development,  the  venture  in- 
dustry should  emerge  stronger  once 
weaker  firms  are  weeded  out.  Indeed, 
despite  the  slump,  optimists  like  Myers 
insist  that  there's  plenty  of  money  for 
good  companies:  This  year,  for  example. 


ding  them  to  bring  a  greater  scrutiny  to 
deals.  In  recent  years,  they've  hired 
more  experts  in  such  key  industries  as 
biotechnology  and  software — then  de- 
manded more  unique  ideas,  more  knowl- 
edgeable entrepreneurs,  and  a  more 
thorough  evaluation  of  potential  mar- 
kets before  opening  their  wallets.  Such 
changes  may  mean  that  fewer  new  com- 
panies will  make  the  grade.  But  if  an 
enterprise  passes  muster,  venture  capi- 
talists are  eager  to  bankroll  it — as  Ac- 
cess Biotechnology's  story  illustrates. 

The  pullback  in  spending  has  several 
other  symptoms.  Many  venture  firms. 


for  instance,  are  circling  their  wagor^ 
around  existing  portfolios.  In  the  pas; 
Boston-based  MVP  Ventures  would  ha\' 
turned  to  other  firms  to  help  raise  funo 
as  its  current  crop  of  companies  gre": 
and  needed  more  financing.  But  with  t« 
day's  capital  crunch,  says  partner  Jon:i 
than  J.  Fleming,  most  of  that  financin; 
now  has  to  be  done  internally — leavinif 
little  money  for  new  startups. 

As  venture  firms  stop  trying  to  be  ai 
things  to  all  people,  many  have  also  bi^. 
gun  serving  only  companies  at  specift 
stages  of  growth.  Some,  such  as  Mar 
field,  shy  away  from  later  financin 
rounds,  where  capital  demands  rise  a 
companies  take  on  workers  and  gear  u 
for  full-scale  production.  Others,  such  a! 
TA  Associates  in  Boston,  try  to  avoii 
risky  early  rounds  of  financing.  Eac 
dollar  there  buys  a  bigger  share  of  th 
pie,  but  the  risk  of  a  startup's  slouchinl 
into  oblivion  is  high.  | 
GREATER  PRESSURE.  So  far,  on  a  percent 
age  basis,  the  disbursement  falloff  iS 
split  almost  evenly  between  early  an}' 
later  stages — indicating  no  clear  prefeif 
ence  for  either  philoscE 
phy.  But  because  the  la'- 
er  growth  stages  typicalli 
recjuire  more  than  thre 
times  as  much  money  a 
the  early  rounds,  the  f 
nancial  pressure  is  great 
er  on  more  mature  firms 
The  ebullient  IPO  marke 
has  taken  some  of  th, 
heat  off.   Some  biotec'ii 
companies  have  eschewe^ 
venture  financings  tha| 
might  raise  $5  million  i# 
favor  of  public  markets: 
where  they  have  raked  ii; 
$30   million  overnight, 
notes  Cynthia  Robbins^ 
Roth,  eciitor  of  Bioven'r 
ture   View,   an  industr 
newsletter. 

Few  experts,  howevei'l 
think  the  IPO  market  wilf 
remain  hot.  That  mean| 
later-stage  financinJ 
could  be  even  harder  to  come  by.  Mon 
and  more,  growing  companies  turn  ti 
large  corporations,  which  not  only  ma^ 
provide  big  chunks  of  cash  in  exchangi 
for  marketing  and  distribution  right' 
but  even  change  venture  capitalists 
minds.  Neurogenetic  Corp.,  a  four-yeari 
old  biotech  company  in  Paramus,  N.  J. 
found  how  crucial  a  corporate  partne 
can  be  when  it  sought  to  raise  $7.5  mil 
lion  last  May.  Despite  its  unique  gene 
splicing  techniques  that  promise  to  helj 
deliver  drugs  precisely  to  where  they'n 
needed  in  the  brain,  the  company  founc 
venture  capitalists  wary  until  it  signed  ; 
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With  Lotus  1-2-3  and  more 
in  tiie  palm  of  your  hand, 
HP  gives  you  PC  power  to  go. 


At  only  11  ounces,  the  new 
HP  95LX  palmtop  PC  carries  a 
lot  of  weight. 

It  measures  just  6.3"  x 
3.4"  X  1"  (closed).  Cost-s 
only  $(i99.  Yet  our  new 
HP  95LX  put.s  real  PC 
powt^r  in  your  hand. 
Lotus  12-3  Release  2.2 
is  the  real  thing,  since  we 
created  our  palmtop  PC 
in  collaboration  with 
Lotus  Development 
Cor}).  So  it's  easy  to  take 
your  spreadsheets  with 
you.  Do  "what  ifs."  Attend 
meetings  with  all  the 
latest  figures  in  hand. 

But  the  HP  95LX  offers 
much  more.  You  can  edit 
memtjs,  access  phone 
numbers  and  addresses, 
schedule  appointments 
and  tasks.  And  exchange 
them  with  your  desktop 
PC,  using  the  optional 
Connectivity  Pack. 

One-key  access  to  appli 
cations  quickly  gets  you 
where  you  want  to  be.  A 
powerful  HP  financial 
calculator  is  built  in, 
along  with  software  to 
keep  you  in  touch  with 
your  e-mail. 

All  HP  95LX  applications 
reside  in  the  1-Mbyte 
ROM.  Leaving  most  of 
the  512K  RAM  for  your 
files.  A  plug-in  slot  takes 
optional  RAM  and  appli- 
cati(  )n cards .  And  the  tw(  > 
AA  batteries  give  you  1  to  2  months  of 
typical  use.  r)ne  more  reason  that  the 
HP  95LX  is  the  way  to  go. 

For  U.S.  retailer  locations,  a  demo 
disk  or  free  product  literature,  call 
800-443-1254,  Dept.  29.*  In  Canada, 
call  800-387-3867. 
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IBM -compatible  Simulated  display  HP  95LX  price  is  suggested  U.S.  list-  Allways,  PrintGraph  and  TYanslate  are 
not  included  in  the  HP  95LX.  Lotus  and  1-2-3  are  V  S.  registered  trademarks  of  Lotus  Development  O  irporation 
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research  and  development  deal  with  Eli 
Lilly  &  Co.  Suddenly,  such  big  hitters  as 
ABS  Ventures  and  New  Enterprise  Asso- 
ciates also  took  the  plunge,  and  Neuro- 
genetic ended  up  with  $9.3  million. 

Large  companies  such  as  Lilly  have 
long  pumped  money  into  hot  young  com- 
panies. Now,  this  trend  is  growing  as 
the  high  costs  of  research  make  it  hard- 
er for  big  companies  to  do  everything  in- 
house  and  the  drop  in  the  venture  pool 
makes  small  firms  more  amenable  to 
these  sometimes  constricting  alliances. 
Recently,  startups  have  looked  to  big 
Asian  companies,  which  are  often  easier 
to  work  with  than  U.  S.  counterparts. 
"They've  got  money,  they're  patient. 
They're  very  nice  to  deal  with.  And  the 
cost  of  capital  is  lower,"  says  Mayfield 
Fund's  Myers,  who  has  helped  small 
U.  S.  companies  forge  links  with  Toshiba 
Corp.  and  Sumitomo  Metal  Mining  Co. 
NARROWING  DOWN.  For  venture  capital- 
ists, adjusting  to  the  new,  leaner  climate 
is  just  part  of  the  battle.  They  must  also 
keep  up  the  old  hunt  to  identify  both  hot 
new  areas  and  the  companies  that 
might,  in  a  few  years,  reach  the  ranks  of 
the  25  fastest-growing  enterprises  (ta- 
ble). In  the  past  year,  the  broad  catego- 
ries of  what's  hot  haven't  changed 
much:  software,  biotech,  communica- 
tions. But  more  important  than  the  cate- 
gories are  the  distinctions  within  them. 

In  software,  for  example,  data-base 
programs  have  become  passe.  The  new 
darlings  are  products  such  as  SitePlan- 
ner  from  ConSolve  Inc.  in  Lexington, 
Mass.,  which  helps  managers  of  hazard- 
ous-waste sites  visualize  contamination 
patterns  and  predict  cleanup  costs.  Ven- 
ture capitalists  today  also  shy  away 
from  biotech  companies  developing  cost- 
ly new  drugs.  They  prefer  to  back  com- 
panies working  on  ways  of  delivering 
drugs  more  precisely  to  where  they're 
needed — increasing  their  effectiveness 
and  avoiding  side  effects.  And  in  com- 
munications, forget  about  cellular 
phones.  Now,  it's  microcellular:  pocket- 
sized  phones  or  systems  that  link  com- 
puters over  wireless  local-area  networks. 

Of  these  categories,  software  boasts 
the  widest  appeal.  It  isn't  just  that  com- 
puters are  pervasive.  Given  today's  eco- 
nomic blues,  venture  firms  find  that  it 
typically  requires  less  than  $5  million  to 
take  a  company  from  seed  stage  to  a 
product,  vs.  tens  of  millions  for  hard- 
ware outfits,  says  Ann  L.  Winblad  of 
Hummer-Winblad  Venture  Partners,  a 
software-only  firm  in  Emeryville,  Calif. 
True,  money  is  still  there  for  more  costly 
ventures  if  they're  hot  enough.  But  that 
money  is  getting  hard  to  find. 

By  Robert  Buderi,  with  Gary  Mc- 
Williams,  in  Boston,  Joan  O'C.  Hamilton 
in  San  Francisco,  and  bureau  reports 


HIGH-TECH  HOTSHOTS 

This  table  ranks  the  25  fastest-growing  startups  in  the  Corp  Tech  data  base  of  30,000 
high-tech  companies.  It  includes  private  companies  that  were  formed  during  the  1 980s,  have 
more  than  1 00  employees,  and  receive  at  least  75%  of  their  revenues  from  high-tech  products. 
The  companies  are  ranked  according  to  their  percentage  employment  growth  in  the  past  year. 
The  data  are  provided  by  Corporate  Technology  Information  Services  Inc.,  in  Woburn,  Mass., 
and  published  in  that  company's  J99J  Corporofe  Technology  Directory  and  Database 


RANK  COMMNT 

PRiNCiPAl  PRODUCTS 


mnssa  sales 

MilllOKS  OF  DOIURS 


NUMBER 
EMPLOYED 


YEAR  AVG.  ANNUAL  UST  YEA 
FOUNDED    JOB  GAIN      JOB  GAI 


CUMULUS  Cleveland  NA  275 

Microcomputers,  memory  boards,  and  removable  hard-disk  drives 


I  ARTISOFT  Tucson  $20 
Hardware  and  software  for  local-area  networks 


205 


READ-RITE  Milpitas,  Calif  $73  1,000 

Inductive  thin-film  recording  heads  for  Winchester  disk  drives 


QUAICOMM  San  Diego  $47  650 

Satellite-based  mobile  communications  systems 

AUSPEX  SYSTEMS  Santa  Clara,  Calif.  $  1 5  118 

File  servers 

PARADIGM  TECHNOLOGY  San  Jose,  Calif  NA  150 

Static  random-access  memory  chips 

ALTON  GEOSCIENCE  Irvine,  Calif.  $11        150  1981 


1986 
1982 
1983 
1985 
1987 
1987 


45 

20 
111 
92 
23 
30 
13 


Environmental  consulting,  hazardous  waste  investigation  and  remediation  services 

$5       108     1987  21 


!  ECOTEK  Erwin,  Tenn. 
Environmental  services 

SYNOPSYS  Mountain  View,  Calif.  $20        215  1986 

Electronic  design  automation  software 

Kl  INTERNET  SYSTEMS   Chicago  $10-25       290  1981 

"■^  International  banking  software 

TANON  MANUFACTURING  Milpitas,  Calif.  NA        300  1982 

Contract  manufacturing  services 

ADVANCED  INTERVENTIONAL  SYSTEMS  Irvine,  Calif  $8  125  1986 
Excimer  laser  coronary  angioplastic  systems 

ULTRA  NETWORK  TECHNOLOGIES  San  Jose,  Calif  $18  141  1986 
fHigh-performance  networking  systems 

INTERNATIONAL  POWER  DEVICES  Brighton,  Mass  $5.5        1 60      1 985 

DC-to-DC  converters 

DATALOGIX  INTERNATIONAL  Valhalla,  N.Y.  $16        200  1981 

Process  control  software 

I  FRAME  TECHNOLOGY   San  Jose,  Calif.  $27        250  1986 

Desktop  publishing  software 

PROTOCOL  SYSTEMS  Beaverton,  Ore.  $13        150  1986 

Portable  vital-sign  monitoring  equipment 

EPOCH  SYSTEMS  Westborough,  Mass.  $12        131  1986 


Storage  management  systems  for  Unix-based  networks 

GUPTA  TECHNOLOGIES  Menio  Park,  Calif.  $14        140  1984 

Networking  software  for  PCs  and  PCs  hooked  to  minicomputers  and  mainframes 


fn  BIOSYM  TECHNOLOGIES  San  Diego 
tSA  Molecular  modeling  software 

MICROWAVE  RADIO  Lowell,  Mass 
Microwave  radio  communication  systems 

UNITED  INTL.  ENGINEERING  Albuquerque 
Weapons  systems  test  and  evaluation  services 

IMRS  Stamford,  Conn. 


NETRIX  Herndon,Va. 
Wide-area  networking  equipment 

,  DASTEK  San  Jose,  Calif. 
Thin-film  magnetic  recording  heads 


$13 
NA 


170 
150 
200 
250 
125 
800 


1984 
1986 
1983 
1981 
1985 
1987 


35 
26 
30 
20 
23 
22 
18 
41 
25 
21 
17 
21 
25 
22 
22 
17 
160 


358^ 
122^ 
100^ 
100^ 
93% 
877c 
87% 
80% 
70% 
70% 
66% 
66% 
65% 
60% 
60% 
59% 
59% 
59% 
57% 
54% 
50% 
48% 
47% 
47% 


45% 

Not  Available) 
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This  florist  wilted  because  of  their  800  service. 


This  florist  should  be  busy  with  orders.  But 
;omething  happened  to  their  800  service.  Now  they 
:an't  get  calls.  And  all  they  can  do  is  wait. 

But,  if  they  had  AT&T  800  Service,  they  d  be 
iutomatically  protected  by  the  800  Assurance 
'olicy*  If  trouble  hits,  and  you  can't  get  800  calls, 
\T&T  guarantees  to  get  you  back  in  touch  with 
^our  customers  within  30  minutes.  We  can  reroute 
four  calls  to  any  working  phone  or  provide  you  with 


a  customized  recorded  announcement. 

With  AT&T,  your  800  service  is  guaranteed. 
Your  business  is  protected.  With  some  other  800 
services,  who  knows? 

Better  service,  better  results. 
Another  jWS^  advantage. 

For  more  information,  call  your  AT&T  Account 
Executive  or  1  800  222-0400. 


D 1991  AT&T  "Applies  to  all  domestic  800  services,  except  intrastate  basic. 


The  right  choica 


evelopments  to  Watc 


EDITED  BY  OTIS  PORT 


A  NEW  TECHNIQUE 

FROM  THE  OAK  BRIDGE  BOYS 


The  covered  bridges 
still  in  use  around 
the  country,  some  built 
more  than  a  century 
ago,  bear  eloquent  testi- 
mony to  the  durability  of 
wood.  That's  one  reason 
researchers  at  Pennsyl- 
vania State  University 
figure  wooden  bridges 
are  due  for  a  comeback. 

Working  with  the 
Pennsylvania  Transpor- 
tation Dept.,  the  re- 
searchers designed  a 
sleek  oak  bridge  that  opened  to  traffic  in  November  near  the 
campus,  on  Route  T-330.  Its  34-foot-long  deck  is  a  lamination 
of  boards  8  to  12  feet  in  length,  a  parquetlike  technique  that 
could  span  up  to  90  feet,  says  Harvey  Manbeck,  professor  of 
agricultural  engineering.  The  $260,000  structure  proved  it 
could  support  modern  traffic  when  two  trucks,  each  weighing 
37  tons,  were  driven  onto  the  bridge.  If  the  lumber  is  treated 
with  creosote,  adds  Manbeck,  wood  bridges  should  outlast 
steel  or  concrete  designs  by  as  much  as  20  years.  Moreover, 
the  Northeastern  states  that  produce  most  of  the  nation's  oak, 
maple,  and  poplar  are  growing  twice  as  much  timber  as  is 
being  harvested,  so  the  raw  materials  are  in  abundant  supply. 


HUM  A  FEW  BARS, 
AND  I'LL  SYNTHESIZE  IT 


Artificial  neural  networks  seem  almost  as  enchanted  by 
music  as  their  real  counterparts  inside  human  heads. 
Shortly  after  research  on  neural  nets  kicked  into  high  gear  in 
the  1980s,  scientists  discovered  that  these  brainlike  circuits  can 
learn  music  just  by  "listening"  to  various  examples.  The  net- 
work quickly  begins  adjusting  its  internal  connections,  becom- 
ing better  and  better  at  handling  musical  patterns. 

Now,  professional  musicians  and  university  scientists  be- 
lieve that  neural  nets  may  also  be  creative.  David  L.  Wessel, 
head  of  the  University  of  California  at  Berkeley's  music  tech- 
nology center,  has  a  so-called  listening  assistant  that  spurs 
improvisation:  It  snatches  a  fragment  of  a  jazz  performance, 
elaborates  on  it,  then  injects  the  new  structure  back  into  the 
performance.  After  Russell  C.  Eberhart,  a  biomedical  re- 
searcher at  Johns  Hopkins  University,  put  his  neural  net  on  a 
diet  of  folk  songs,  it  synthesized  an  original  tune.  And  next 
year,  Japan's  NEC  Corp.  expects  to  unveil  a  computerized 
karaoke  that  will  let  nonmusicians  compose  their  own  scores: 
Just  hum  the  melody,  and  the  karaoke  will  add  harmony. 


THIS  POTENT  PAINKILLER  MAY 
DO  THE  JOB  WITHOUT  DRAWBACKS 


I  orphine  and  other  opiates  offer  critical  relief  for  patients 
lin  pain.  Unfortunately,  these  drugs  can  also  cause  a 
number  of  unwanted  side  effects,  including  addiction.  Now, 
scientists  at  the  University  of  Arizona  may  have  found  a 
painkiller  without  secondary  problems. 
A  team  led  by  chemistry  professor  Victor  Hruby  has  de- 


signed an  artificial  molecule  that  attaches  just  to  the  brain-eel 
receptors  that  mitigate  pain.  Injected  into  animals,  the  molq 
cules  don't  seem  to  trigger  the  heart  or  lung  difficulties  assocj 
ated  with  opiates.  Nor  is  there  any  increased  tolerance,  a  sigi 
of  addiction.  As  a  result,  the  molecules  may  also  prove  super] 
or  to  Methadone  as  a  treatment  for  drug  addiction,  sincj 
Methadone  is  itself  often  addictive. 

Curing  addiction  isn't  simply  a  matter  of  providing  addict| 
with  a  substitute  drug,  cautions  Hruby.  While  some  behaviora 
symptoms  associated  with  addiction  seem  to  be  reversed  bj 
the  molecule,  he  adds,  "we  don't  know  what  'craving'  means  ii 
chemical  terms."  Still,  for  alleviating  pain,  Hruby  hopes  t| 
begin  human  trials  within  two  years. 


AN  EARLY-WARNING  SYSTEM 
AGAINST  COMPUTER  INVADERS 


An  electronic  sneak  attack  could  happen  almost  any  daj 
according  to  computer-security  experts.  Virtually  anN 
computer  with  a  telephone  link  is  highly  vulnerable.  Eveil 
determined  teenagers,  armed  with  a  personal  computer  and 
modem,  regularly  get  past  the  usual  safeguards. 

And  while  it's  hard  enough  to  shield  a  single  computel 
against  intrusion,  it's  all  but  impossible  to  protect  compute! 
networks.  That's  because  intruders  can  bounce  from  computei 
to  computer  on  the  network,  never  making  enough  unsuccessi 
ful  stabs  on  any  one  machine  to  raise  an  alarm.  For  examplel 
the  Internet  network,  which  links  300,000  government,  univerl 
sity,  and  commercial  computers  in  35  countries,  has  been  the" 
target  of  a  "continuous  stream"  of  attacks,  says  Ira  W.  Morril 
son,  a  researcher  at  Lawrence  Livermore  National  Laboratory! 

But  hackers  may  soon  have  a  tougher  time  breaking  intq 
networks.  A  project  team  headed  by  Morrison  is  developing 
security  package  that,  for  the  first  time,  can  detect  interloper^ 
as  they  "rattle  the  doorknobs"  on  a  series  of  computers.  Thua^ 
far,  tests  of  the  approach  have  been  so  promising  that  Liver  j 
more  hopes  to  install  it  at  an  Air  Force  site  by  next  July. 


GIVING  'SOFT'  CHOCOLATE 
A  HARDER  BITE 


lestle.  Mars,  Her- 
Ishey,  and  other 
chocolate  makers  have  a 
dickens  of  a  time  satisfy- 
ing your  sweet  tooth. 
The  problem  is  that  co- 
coa beans  grown  in  cool- 
er climates  don't  mea- 
sure up  to  their  hot- 
weather  cousins,  of 
which  there  just  aren't 
enough  to  go  around. 
The  cocoa  butter  ex- 
tracted from  "cool" 
beans  is  usually  too  soft, 
so  extra  cocoa  butter — the  world's  most  expensive  edible  fat- 
must  be  added  to  get  the  proper  taste  and  texture. 

But  researchers  at  Pennsylvania  State  University  are  work 
ing  on  a  cheaper  way  to  assure  lip-smacking  quality.  A  team 
headed  by  food  chemist  Paul  S.  Dimick  has  uncovered  one 
secret  to  more  uniform  chocolate.  It's  a  special  "seed  crystal' 
with  a  high  melting  point — twice  that  of  the  surrounding  cocoa 
butter.  Now  that  he  has  found  this  seed,  Dimick  next  wants  to 
figure  out  how  to  coax  more  to  form  as  the  chocolate  cools. 
Then,  making  chocolate  with  cool  beans  will  be  a  sweet  deal. 
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SCIENCE  &  TECHNOLOC 


rhis  florist  has  AIKT  800  Service.  With  stunning  results. 


AT&T  guarantees  your  800  service.  And  that's 
lOt  all.  Your  800  service  actually  works  better. 

That's  because  AT&T  connects  calls  faster, 
nd  gets  more  calls  through  on  the  first  try*  So 
nore  800  calls  get  through.  What  could  those  extra 
alls  be  worth  to  your  business?  As  much  as  thou- 
ands  of  dollars  in  sales  each  year. 

Add  that  potential  revenue  to  AT&T's  competi- 


tive prices,  and  it's  easy  to  see  that  AT&T  800  Service 
can  deliver  more  for  your  bottom  line. 

Better  service,  better  results. 
Another  AWT  advantage. 

Order  AT&T  800  Service^  by  December  9, 1991 
and  receive  up  to  120  minutes  of 800  calls free** 
For  full  details,  call  your  AT&T  Account  Executive  or 
1  800  222-0400. 


)1991  AT&T 

Based  on  basic  800  service  comparisons. 

Free  minutes  apply  to  first  full  billing  month. 

>J&T  800  ReADYLINE®Service,  AT&T  800  MasterLine®  Service 

ind  AT&T  800  STARTERLINE'"  Service. 


AT&T 

The  right  choice. 


IT  STARTED 
WITH  AN  EGG 


From  a  designer's  doodle  came  the  new  Infiniti,  bom  in  the  U.S.A. 


It's  long  and  low  and  rides  close  to 
the  road.  The  new  J30  Infiniti,  due 
out  this  spring,  echoes  the  classic 
Jaguars  of  the  '50s.  Compared  to  the 
Euro-look  of  the  Infiniti  Q45,  with  its 
high  rear  end  and  stubbier  look,  Nissan 
Motor  Co.'s  $35,000  J30  looks  positively 
feline. 

The  idea  of  a  Jaguar-inspired  Japa- 
nese auto  wasn't  born  in  London  or  To- 
kyo. The  J30  sprang  from  the  doodling 
pad  of  a  young  American  designer  work- 
ing in  San  Diego.  There,  in  the  fall  of 
1988,  Doug  Wilson  scribbled  an  egg 
crossed  by  an  arched  line.  Wilson 
worked  at  Nissan  Design  International 
Inc.,  the  Japanese  auto  maker's  South- 
ern California  design  shop.  His  sketch 
became  the  organizing  principle  behind 
NDl's  sloping  retro  concept  for  a  new 
midrange  Infiniti.  p^^j 

But  that  was     homage  to  the 
only    the    first    classic  jaguars 
step.  The  Ameri- 
can Nissan  designers  had 
to  compete  against  the 
home  team  in  Tokyo. 
The  U.  S.  team  had  al- 
ready lost  out  to  the 
more  conservative 
Japanese  for  the  de- 
sign of  the  Infiniti 
Q45.  This  was  going  to 
be  round  two. 


The  design  derby  heated  up  in  Janu- 
ary, 1989,  when  NDI  shipped  its  first 
quarter-scale  J30  model  to  Nissan  head- 
quarters. The  reaction  from  Japan  sur- 
prised the  NDI  designers.  "Frankly,  we 
thought  that  in  a  country  that  loves  the 
wedge,  the  fight  would  be  over  the  rear 
of  the  car,"  says  Gerald  P.  Hirshberg, 
design  vice-president  at  the  San  Diego 
studio.  No  quarrel  there:  Nissan's  Japa- 
nese executives  liked  the  low,  gently 
sloping  back  end  instead  of  a  high 
haunch.  But  they  hated  the  front. 

The  rejection  taught  Hirshberg  an  im- 
portant lesson  about  cultural  differences 
in  visual  perception:  When  Westerners 
conjure  up  an  image  of  a  car,  he  says, 
it's  a  side  view.  With  the  Japanese,  it's 
the  front.  "The  Japanese  read  personal- 


ity  and  expression  into  the  'face'  of  t 
car,"  he  says. 

All  the  negotiations  between  Tok 
and  San  Diego  centered  on  whether  t 
"eyes"  were  sleepy  or  awake,  ai 
whether  the  "mouth"  gesture  was 
propriate.  "We  don't  even  think  of  hea 
lights  as  'eyes'  or  the  grill  as 
'mouth,'  "  Hirshberg  says.  In  the  er 
San  Diego  beat  out  the  Tokyo  team  a 
got  to  do  the  Infiniti — after  a  compi 
mise:  The  headlights  and  grill  were  rec 
signed  to  make  for  bigger,  more  expre  (|| 
sive  "eyes"  and  a  smaller  "mouth."  n 

While  the  J30  is  the  most  ambitio  ifo 
project  yet  for  Hirshberg's  team,  i1  Ed 
just  the  latest  in  an  impressive  series  i  » 
designs  to  come  from  Nissan's  Americ;  iiili 
studios.  With  the  arrival  in  1992  of  tl  M 
new  Stanza,  to  be  built  in  Smyrn  I 
Tenn.,  and  the  Ford-built  Quest  miniva  ■ 
which  will  be  sold  by  both  Nissan  ai 
Lincoln-Mercury  dealers,  fully  half  id 
the  models  that  Nissan  markets  in  tl 
U.  S.  by  the  end  of  next  year  will  ha' 
been  designed  by  Americans. 

That's  a  record  that  not  one  of  tl| 
dozen  design  studios  that  foreign  ca 
makers  have  set  up  in  Southern  Califo 
nia  can  come  close  to  matching.  Nor  cd 
they  boast  products  other  than  cars:  Ni 
san's  San  Diego  shop  is,  in  fact,  the  onl 
car-company  design  studio  in  the  worl 
that  accepts  outside  commissions.  "It 
funny  that  no  one  else  does  it,"  Hirsl 
berg  says.  "It's  such  an  obvious  soun 
of  creative  ideas." 

EXPECT  THE  UNEXPECTED.  The  practi( 
has  imbued  the  studio  with  a  diversity  ( 
experience  that  translates  into  subtle  y( 
significant  differences  in  all  it  design 
Outside  clients  love  it  as  a  place  to  tui 
for  the  unexpected.  RDI  Computer  Corj 
for  example,  hired  Nissan  Design  to  cr 
ate  a  dramatically  different  looking  cor 
puter.  The  result,  a  $9,000  portable  en^ 
neering  workstation,  has  a  series 
undulating  surfaces,  rather  than  tl 
simple  geometric  shape  of  most  laptop 
"Normally  we  would  have  gone  to  som 
one  like  frogdesign  [the  prominent  Si 
con  Valley  studio],"  says  RDI  Presider 
Rick  Schrameck.  "But  we  figured  th; 
would  give  us  just  another  compu 
er.  We  wanted  a  computer  w 
could  hang  on  the  wall  like 
piece  of  art." 

Outside  commi 
sions  account  fc 
5%  to  10% 
NDl's  worl 
Doing  th 
kind  of  produc 
design  has  a  re 
payoff  in  designin 
cars.  Traditional  ca 
designers  start  with  th 
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FLIGHT  CRU. 

They  are  the  wines  of  Connoisseur  Class?*" 
United's  new  international  business  class.  They 
come  from  the  hallowed  provinces  of  Bordeaux, 
Burgundy,  and  Champagne.  From  die  legendary 
vintners  of  the  world  to  please  die  most 
discriminating  tastes. 

-    And,  to  accompany  diem,  you'll  find  such 
names  as  Chivas  Regal,  Glenfiddich,  Wild  Turkey, 
andCourvoisier. 

Connoisseur  Class,  offered  only  by  United. 
Where  attention  to  detail  elevates  international 
business  class  to  its  highest  form  of  civility 

Come  fly  the  airline  diat's  uniting  die  world. 
Come  fly  die  friendly  skies. 


UniTED  AIRUnES 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mMBU5INE55r%VvtEK 

mARKETru\a 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Art/Collectibles 


Send  %2  tor  LaUilog  ot  lascinating 
Natural  Hisiory  Gills  &  lossil  replicas: 
SKULLDLiGGERY  •  fi24  South  B  St 
Depl  BLl  •  Tustin,  CA  i»26X() 
|7I4)  X_<2-X4SX 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1  •800-747-3242 


Sales  Promotion/Marketing 


120,000  Manufacturers 
in  one  directory 


Now  there's  one  convenienl  source 
for  the  biggest  spenders  in  U  S. 
industry.  These  manufacturers 
account  for  over  $1  trillion  in 
purchases  each  year.  Why  shouldn't 
they  be  buying  from  you''  Listings 
include:  contact  names,  number  of 
employees,  SIC  codes,  sales 
volume,  and  more.  All  this  for  only 
$315...  an  amazing  bargain! 

Call  (402)  593-4600 
to  order  your  copy  today.  ^^^^^ 


American  Business  Directories 
P.O.  Box  27347  •  Omaha,  NE  68127 
Fax: (402) 331-5481 


Financial  Services 


NO  TIME  TO  READ 
STOCK  REPORTS? 


We  will  supply  ^  -^^-^ 
you  with  our  '  \ 

stock  recommen-  s^jJj 
dations  on  cassette,  y- 
so  you  can  listen  *- 
while  driving  or  whenever 
you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  ^50,000. 

The  Lanyi  Division  of 
Ladenburg,  Thalmann  &  Co. 
540  Madison  Avenue 
New  York,  NY  10022 


International  Marketing 


INTERNATIONAL  AUDIO  GUIDES 

Business  customs,  protocol  and  negotiating  tactics  in  16  foreign  countries. 

Get  the  latest  on  everything  you  need  to  conduct  a  successful  business 
overseas,  starting  from  initiating  and  closing  a  deal  to  proper  manners  and 
dress  Each  cassette  and  booklet  cover  a  particular  country  —  (a  only  $14  95. 

Sove  $40  00  when  you  purchase  a  complete  set  of  16  cassettes  and  booklets. 
Reg,  $239  00,  your  price  —  $199  00  Add  $2  SO  for  S&H  if  purchased 
individually,  add  $6  00  for  a  set 

The  countries  are  Australia,  France,  Germany,  Great  Britain.  Indonesia, 
Japan.  Korea,  Malaysia,  Mexico.  Philippines,  Scandinavia.  Singapore.  Soviet 
Union.  Spam.  Thailand.  United  States 

To  order  call  1-800-626-2772.  To  get  more  information  call  708-94S-95I6 
International  Cultural  Enterprises,  1241  Dartmouth  Ln  ,  Deerfield,  IL  60015. 


Capital  Available 


IMMEDIATE 
CASH 

FOR  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 
417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


Computers /Office  Equipment 


irfmflRYmflC 


INDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Kaly  Fwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Display  Screens 
and  Your  Health 

lanulaclure  and  markel  a  revolutionary  display 
screen  filter  system  thai  does  away  with  bolti 
f  the  electrostatic  radiation  ot  screens  and  ihe 

charge  ol  users  themselves  A  market  (irst 
'  based  on  a  totally  new  invention  (patents 
pending),  the  system  has  been  successfully 
tried  and  tested  by  officially  recognised 
mslitutes  in  many  countries  The  product  has  n- 1 
P  price  competition  and  enormous 
'  profit  potential  Sales  in  Scandinavia 
are  presently  on  the  up  and  up  and 
we  are  now  on  the  look  out  lor 
distnbulors  in  fhe  U  S  A 


Slorgatan  45,  S-392  31  Kalmar,  Sweden 
Telefax  +46  (Sweden)  480  138  31 


VIDKO  C.l  IDE  TO 
PROJECT  EUROPE  1992 


This  45  rain,  business  presentation  priced  at 
$195  sheds  light  on  the  business  issues  related 
to  the  new  European  Common  Markct. 

"/  encourage  U.S,  execuiives  to  view  this 
tape"  Jean  Claude  Goldensteln 

Ernsl  &  Young 

"...  a  most  useful  teaching  and 
informational  tool..." 

The  Institute  of  World  Affairs 
Project  advisor; 

C.  Matthews,  EC  Delegation  NY 


For  brochure  call  or  write: 

MuItiMedia  Inc.  1-800-682-1992 

91  Wcslcrvclt  PI.  Cresskill.  NJ  07626 
outside  the  US  call  (201 )  569-7599 


Financial  Services 


What  you  don't  know  about 
investing  could  fiil  a  boolt... 


I  -  And  It  Has  - 


The  1992  $upertracler's  Almanac 


by  Frank  A.  Taucher 


Free  brochure 
1-800-878-7442 


Furniture 


H  ilh  our  nuinnifuani  Ergonomic 
Sland-LIp  Desks 

•  Think  bener  •  Work  benef 

•  Feel  filler  *  Makes  a  greal  gift' 

It  worked  /or  Clutrthtlt.  Hematgway, 
Frank/ u/Ur,  Jtfftnon  ami  man;  o4hen 


Interttior    70»  V5  i!7o 

ie)7toochSI  Bro<x»>^wlL60IS3 


Newsletters 


"VIETNAM  NOW"  a  monthly 
newsletter  by  CAL  THAI  Trad- 
ing Co.,  Ltd.  of  Thailand.  1  year 
@  $95.  Send  check  or  money 
order  to: 

Pearce  Schaudies, 
5228  Millcreek  Lane, 
San  Jose,  CA  95136 


Software 


SAVE  TIME!! 

Balance  checkbook  with  PCi  Menu  driven 
spreadsheet  template  posts  transactions, 
analyzes  0/S  items,  maintains  balance,  rec- 
onciles to  bank  Multiple  reports  Available 
for  Lotus,  Quattro,  SC5,  Excel  Specify 
spreadsheet  and  diskette  format  $9  95 
$4  00  S/H  to 

Battle  Ridge  Communications 
P.O.  Box  231.  Dept.  223 
 Downingtown,  PA  19335 


Stockroom  Inventory  & 
Purchasing  Software 

For  inventory  which  is 
Issued  ...  not  sold. 
For  free  demo  (I^S  DOS),  call 
Fogle  Computing  800-845-7594 


Travel/Vacations 


i 


50%  OFF  At  Over  20001 

Hotels/Condos  Worldwide 
Up  to  50%  OFF  on  1000  Cruises, 
Discounts  on  Car  Rentals,  &  Air  Fare! 

FREE  COLOR  BROCHURE 


CALL:  307-276-3693 


liilii 


Business  Opportunities 


SIX  FIGURE 

INCOME  POTENTIAL  PER  YEAR 
✓  NO  INVESTMENT  ✓ 

»        FORA  VERVUMITEDTIMF.  » 

Own  your  own  Advertising  Co. 
B«  part  ol  a  Prattigious  Industry 

Fo(  free  Into  Call 

1-800-876-2252  EXT.  102 

cx  write:  Actvest  AOjerVslng.  Inc.  DPMT  .  B 
220004  Darby  Rd.  Havertown.  PA  19083 
 /| 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Life  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

Pacific  Western  UniveiTsity 

600  N  Sepulveda  Blvd  ,  Dept  170 
Los  Angeles,  CA  90049  USA 


Christmas  Items 


★*  EASY  TREE'"  *★ 

7ft.  FRASER  FIR  Christmas  Tree 

Mounted  to  our  TRU-STAND" 
Boxed,  stiipped  UPS.  S&H  Included 
2  MINUTE  NO  TOOLS  SET-UP 
Order.. .. 791 B.... $99.95 
.\dd  glO  WEST  of  Mississippi  River 
MC/VISA,  Check.  .  Warranty  tiy. 

TWO  ELVES  FARM,  fflC. 

Rt  1.  Bx  160,  Bakereville.  NC  28705 
800-42  ELVES: Fax  704-688-4050 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


Energy  Conservation 


Comlorl  that  you  have  lo  leel  lo  believe 
ENERJOY  RADIANT 
PEOPLEHEATERS A 


Ifislalls  Itke  tighling  fixtures— ceilino  surface 
wall  or  T-twr  fltit)—- new  or  retrofi! 
Full  range  ol  sires  (1  i2  thru  4  nS  j  and 
vollages  for  flexible  installalion  options 
Quick  response  (or  instant  comlorl 
)8B-3646     ■  Unde'desk  healer  100W/120V  59  95  delv  d 

;.  INC. .  PO  BoK  769.  Old  Saybrook,  CT  06475 


Business  Services 

iESEARCH  REPORTS 

,278  academic  topics  available' 
nd  $2  00  tor  the  272-page  catalog 
stom  wrltten  reports  also  available 
RESEARCH  ASSISTANCE 

1  1322  Idatio  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


Our  one-stop  publishing  and 
mailing  service  makes  it  easy, 
le  info  and  prices:  (800)  359-5993 

wu'  i  c  serious  ahum  Join%;  u  iicwslcuci . 
Data  E.xpre.Ks  is  the  only  way  to  i^o  " 

)ATA  EXPRESS  INC.  CLIENTS  NATIONWIDE 


lOO  Phone  America  '™' 

"Ttie  Leader  in  Turn-Key 
800/900  Audiotext  Systems" 
;  FCC  approved  900#  and  ad  will 
erate  (tens  of)  thousands  (of  dollars) 
iiyoucandottiesame  To  register  for 
r  phone  America""' Advertising  sys- 
.  cornplelewith900#,  1-900-446-7499 
.  1083,  100%  refundable  $24  95 
Jeo  to  phone  bill) 


\T&T  LONG  DISTANCE 

UP  TO  30%  DISCOUNT 
NEVER  ANY  CHARGE 
Outbound  1,/D  &  Inbound  -800- 

1-800-NTA-SDN-l 

IDav) 

1-212-606-4042 

(Evenings/Weekendsl 

Ask  For  Awards  Desk 


AD-PRENEUER 

;al  advertising  service  company  with  no 
petition  .  Nobody  does  what  we  do 
lue  broadcast  technology.  Fortune  500 
its.  14  years  in  business.  Impressive 
■s  profit  Perfect  fit  for  consumer  prod- 
manufacturer,  ad  agency  or  large  retail 
n,  wanting  to  cut  advertising  production 
60%,  Gain  24  national  clients  in  the 
ess 

ires  to  John  Reeves  at:  l-fiOO-253-5125 


Cable  TV 


iBLETVDESCRAMBLERS 

INVERTERS,  ACCESSORIES 

ne  Brands.  Lowest  Prices.  Best  Service, 
-or  FREE  16-page  color  catalog  call 

'o^M'i^A'NnSOO)  234-1006 


EE  CATALOG!  1-800-345-8927 
RROLD  HAMLIN  OAK  ETC. 

CABLE  TV  EQUIPMENT 


Special  Dealer  Prices!  •  Compare  Our  Low  Retail 
ices!  •  Orders  From  Slock  Stiipped  Immediately' 
•  Guaranteed  Warranties  8  Prices' 
•  All  «^a|or  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
1%  Reseda,  DepI  850     Reseda.  CA  91335 
For  all  olfier  information  1.818.709.9937 


mARmruKE 


BU3iMc:3i  wcc^ 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (3 12)  337-5633 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable^ 
lumbar  support 

■  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


pacKsaver  i.8oo.25i-222Soi«ttt 

S3  Jcfbqi  Ak.,.Dc|i(.  BWE,  HoUiitai.  MA  01746 


ETMG  Patieni  Before        Fl  MG  Patient  After 

BALD  SPOT  GONE 

THE  PERMANENT  SOLUTION 

Your  Own  Living  Hair 
Bald  Spots  Removed 
Artistic  Hairlines 
No  Bandages  or  Staples 
No-Cost  Consultation 

OFFICES 
NATIONWIDE 

1-800-362-HAIR 

AIRFARE  PLAN 


The  Eluott-Thomas  Medical  GROirp 


HAIR   REST  ORATION  SPECIALIST' 


ISli 


Get  an  incredible 
full-body  workout 
from  a  portable 

gym. 

Gym  in  a  briefcase 
IS  ftcness togo" 

USA  TOPA\ 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISOI^.  Wl  53715 

Made  m  the  USfl 


Menswear/Fashlon 


BIG&TALL 

CLASSICS 


Men's  Clothiers  Since  1922 

Call  or  write  for 

FREE  CATALOG 

1-415-454-1565 
925  4th  St.,  San  Rafael,  CA  94901 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  C(itti>n.  American  Made  poL)  shirts,  custDm  embroidered  wirh  your  logo 
■ire  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  tor  an 
indefinite  period  of  time'  Minimum  order  )ust  12  shirts,  tor  a  price  list  and  catalogue 

p'^^*-^""^  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  BWU2,  119N  1  Ith  St.,  Greenpoini.  NY  11211 


  TKe  Varsity  Jacket  

Made  To  Order  -  Clioice  Of 

Tlie  finest  wo.^ls  leathers. 
Custom  Emtroidered 

Ytiur  lugo,  crest  or  mnno^ram. 

.?0?..?nfi-44?5 

WKipetick  Farm  l^mliroi Jery 

Woodlsury,  CT 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch. 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarkably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U  S 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artwork.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd.,  Suite  3 
Walnut.  CA  91789 
Tel:  (714)  598-7299 
Attn;  Mr.  Yale 


Remington  Bronzes 

Now  available  to  collectors... 

Full  size,  museum  quality. 

Lost-wax^  hot-cast,  bronze 

reproductions  of  23  works 

by  Frederic  Remington 
FREE  COLOR  CA  TALOG 
Mountain  Man   HT:29'  $695 

MUNYON  &  SONS 

1 119 Waweity  Hts,  Or,  Tliousand  Oaks,  CA  91360 
FAX  1  805  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


A  Top-Performing 
Stock  Strategy 


Since  its  inception  in  1985, 
Growth  &  Income  Portfolio  has 
become  one  of  the  nation's  top-per- 
forming grow  th  and  income  funds 
and  has  outperformed  the  S&P  500. ' 
The  Portfolios  moderate  approach  to 
stock  investing  focuses  on  large 
di\  idend-pa\  ing  stocks  as  well  as 
smaller  growth  company  stocks. 
Share  price  and  return  w  ill  varv. 


Average  Annual  Total 
Returns  as  of  Sept.  30, 1991* 


Growth  & 
Income  Portfolio 

S&PSOO 

41.37^» 

1  Year 

31.17^° 

1  Year 

16.49^ 

5  Years 

14.76^ 

5  Years 

19.63°* 

Life  of  Portfolio; 
12/31/85-9/30/'91 

15.18°* 

12/31/85-9/30.'9l 

1-800-544-8888 

Fidelity  ^^Investments ' 

*Toial  returns  are  historical  and  include  change  in  share  price,  rem\estment  of  dividends  and  capital  gams  and 
the  effect  uf  the  Porfolios  1%  sales  charge,  'According  to  Lipper.\nalytical  Services.  Inc.  Growth  &  Income 
ranked  #S  of  130  and  #  12  of  20b  grow  th  and  income  funds  for  the  S  and  1  year  periods  ended  0  30/91.  respec- 
tiveK  Figures  for  the  S&P  SOD  include  reinvesimeni  of  dividends.  \ou  may  have  a  gain  or  loss  when  vou  sell  your 
shares.  Past  performance  is  no  guarantee  of  future  resulLs  For  more  complete  information  including  changes  and 
expenses,  call  or  w  rite  for  a  free  prospectus  Read  it  carefully  before  \  ou  invest  or  send  monev  Fidelitv  Disiribu- 
2r  [()rsCorporation.<S2  Devonshire  St..  Boston.  MA  (12100  CODE:  BW/GAl/120291 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


.  ' '  OBSOLETE 


P.O.  Box  3021.  Glen  Ellyn.  IL  60138 
Fax  (7081690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankh  Fenton.  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


basic  form  of  an  automobile  and  a^ 
details  such  as  headlights  and  door  ha 
dies  as  styling  supplements,  almost 
afterthoughts.  "We  don't  immediate 
start  drawing  cars,"  Hirshberg  saj 
"We  sit  around  and  think  about  t 
product  and  ask  questions  about  i 
functions.  It  forces  you  into  a  world 
relationships  where  small  things  are 
important  as  the  big  shapes." 

Even  before  he  founded  Nissan's  Ca 
fornia  studio  in  1980,  Hirshberg,  52,  h 
made  his  mark  at  General  Motors  Cor 
Just  three  years  out  of  college,  he 
came  Buick's  youngest  chief  design 
ev'er.  "He  never  was  a  car  nut  like  tl 
rest  of  us,"  recalls  Charles  M.  Jorda 
vice-president  in  charge  of  GM's  desij 
staff.  "He  didn't  draw  wild  sketches  b 
approached  things  with  a  certain  amou 
of  thought  and  analysis."  Says  Hirs 
berg:  "Detroit  represented  everything 
loathed  about  American  design,  the 
thetics  of  excess." 

TURNING  POINT.  Hirshberg's  first  su 
cesses  at  Nissan  were  the  1986  Har 
body  truck  and  the  1987  Pathfinder 
Jeeplike  sport-utility  vehicle.  Unusu 
features  such  as  trapezoidal  rear  ve; 
windows  were  used  to  accommodate  t\ 
Pathfinder's  roll  bar.  The  vehicle  hj 
achieved  an  almost  cultlike  following 

XDI  first  got  noticed  by  the  automoti\ 
world  with  its  1987  Pulsar  XX.  It  was 
bizarre  little  car,  easily  transform^ 
from  a  sporty  coupe  to  a  convertible 
wagonback  with  a  series  of  interchang 
able  tops.  Modularity'  was  the  produ 
designer's  answer  to  the  auto  designer 
question;  How  do  you  get  a  single  car  1 
serve  a  number  of  functions? 

Critics  raved,  and  it  won  major  desig 
contests,  including  the  Japan  Car  of  th 
Year  award,  Nissan's  first  ever.  It  con 
pletely  shook  up  the  Tokyo-based  desig 
staff.  Experts  contend  that  the  Puis 
marked  the  turning  point  in  Nissan  sty 
ing,  from  a  well-deserved  reputation  fc 
boxy,  boring  cars  to  its  current  stylis 
lineup.  "Nissan's  American  studio 
clear  significance  is  its  ability  to  guid 
Japanese  stylists  toward  designs  mor  I 
appealing  to  American  tastes,"  say 
Christopher  W.  Cedergren,  senior  vio 
president  at  market  researcher  AutoPj 
cific  Group. 

That  ability  will  be  tested  with  the  J3 
Infiniti.  So  far,  XDl  has  attracted  th 
attention  of  other  designers  with  a  nun 
ber  of  interesting  cars  and  other  proc 
ucts,  including  a  tiny  black  audio  twee 
er,  a  glossy  blue  outboard  motor 
sterile  white  iv  pump  for  hospitals,  an 
the  deck  of  a  105-foot  motor  yacht.  Bu 
none  of  its  efforts  has  translated  into 
runaway  marketing  hit.  The  J30  ma; 
change  all  that. 

Bi/  Larry  Armst)-ong  in  San  Dieg 


I 


I 
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Do  You  Make  These 
Six  Common  Mistakes 
On  Your  Taxes? 


ix  common  mistakes  can  cause  you  big 
headaclies  on  your  taxes.  An  oversight 
3,  an  omission  there.  From  unnecessary 
payments  to  full  blown  IRS  audits  --  you 
end  up  paying  too  much  ...  or  worse. 
But  now,  using  TurboTax  and  your  per^ 
al  computer,  you  can  avoid  these  simple 
costly  mistakes: 

I The  Arithmetic  Error 
Today,  even  tiie  simplest  forms  con- 
tain complex  calculations.  And  with 
the  late-night  scrambling,  an  innocent 
take  could  cost  you  plenty. 

^  The  Transcription  Error 

W  With  all  those  numbers  being  juggled 
B  from  schedule  to  schedule,  it's  no 
ider  the  figures  are  so  often  transcribed 
)rrectly  or  entered  on  the  wrong  line. 

^  The  Omitted  Form 

C  Even  "ordinary"  returns  require  any- 
W  where  from  six  to  a  dozen  forms  to 
iplete.  It's  easy  to  miss  one ...  or  end  up 
ling  all  over  town  to  find  the  one  you  need. 

I The  IVIislnterpreted  Instruction 
At  best,  IRS  instructions  can  be  tough 
to  understand.  At  worst  they  can  be 
id-boggling.  What  you  need  are  clear 
ictions  in  plain  English. 

■  The  Overloolted  Deduction 

^  You'd  have  to  be  a  professional  tax 
w  preparer  to  know  all  the  deductions 
're  entitled  to.  If  you  miss  just  one,  it 
lid  cost  you  hundreds  of  dollars. 

^  The  Exceeded  Guideline 

^  The  fastest  way  to  trigger  an  IRS 
W  audit  is  to  exceed  the  "normal"  range 
Dne  of  your  deductions.  You  need  to  know 
atthe  IRS  looks  for  on  a  line-by-line  basis. 

When  you  do  your  taxes  with  TurboTax, 
takes  like  these  are  virtually  impossible. 
I  filing  your  taxes  couldn't  be  easier. 


America's  *1 
Tax  Software 

TurboTax  is  America's  #1  best-selling  tax 
software  -  over  six  million  returns  were  filed 
with  TurboTax  last  year!  With  TurboTax  on  your 
PC  (or  MaclnTax  on  your  Macintosh),  you  can 
completely  and  accurately  prepare  your  income 
taxes  in  just  a  few  hours. 
Here's  how  easy  it  is! 

A.  Gather  your  records  and  receipts. 

B.  Enter  your  data  into  TurboTax  just  once. 

C.  Print  out,  sign  and  drop  in  the  mail. 
TurboTax  does  the  rest.  Even  if  your  records 

and  receipts  aren't  in  any  particular  order, 
TurboTax  guides  you  through  step-by-step 


EUITOR.S' 
CHOICE 


HIPSOFr  TURBOTAX 


questions  and  shows  how  to  enter 
every  item.  And  like  a  good  tax 
advisor,  TurboTax  helps  you  iden- 
tify every  deduction  you  can  claim. 

Then  TurboTax  makes  all  the 
calculations,  checks  for  accuracy 
and  consistency,  and  transfers  ev- 
ery number  to  the  proper  lines  on  the  proper 
forms.  And,  TurboTax  prints  every  form  you  need 
in  IRS-approved  format  right  on  your  own  printer 
ready  to  sign  and  mail  (or  file  electronically,  if 
you  prefer,  for  a  faster  refund). 

PC  Magazine  says  TurboTax  "makes  doing 
your  taxes  almost  fun."  Try  it  for  yourself.  Free. 
We  know  that  if  you  try  it,  you'll  never  go  back  to 
doing  your  taxes  the  old-fashioned  way.  So  we'll 
send  you  TurboTax  on  an  unconditional  free  trial 
basis:  If  you  don 't  like  it,  you  don 't  pay  for  it' 

Free  Bonus! 

Plus,  when  you  buy 
TurboTax,  we'll  send  you  a 
FREE  copy  of  Norton  Utilities 
as  a  special  bonus  gift, 
Norton  Utilities  (regular 
$179)  is  Amehca's  best- 
selling  disk  repair  and  data 
recoven/ program.  With  over 
40  different  types  of  error  checking,  It  performs 
the  most  extensive  diagnosis  and  repair  of  any 
utility  program  for  the  PC  and  Macintosh.  And  it's 
yours  free  when  you  buy  TurboTax  or  MaclnTax. 


Norton  Utilities 


□  Call  now  to  try  IkirboTax  FREE! 

We  'II  rush  you  a  FREE  trial  copy  of  Turbo  Tax  ASAP  (you  pay  just  $8. 50  shipping  now).  Try  it  free  for 
30  days,  and  if  you  don 't  like  it  for  any  reason,  just  send  it  back  and  owe  nothing.  If  you  do  keep  it, 
you  won  1  be  charged  until  after  your  30-day  free  trial,   free  BONUS:  Your  free  copy  of  Norton  Utilities 


Please  Choose:     □  TurboTax  (IBM-compatible)  $6£ 

□  3-V2"  disks,  or    □  TurboTax  for  Windows  $79 

□  5- 'A"  disks       □  MaclnTax  (for  Macintosh)  $79 

Call  Now  For  Your  FREE  Trial  Copy: 

1-800-487-8297 


(reg  $1 79)  will  be  sent  upon  full  payment. 


SPECIAL  OFFER 

Pay  now  in  full  and  we'll  send  both  Norton  and 
TurboTax  rigtit  away  -■  and  we'll  pay  the  shipping! 


Ext. 


Have  your  credit 
card  ready  to 
f^g%g%    cover  shipping 
D«IU  charge. 


TurboTax  requires  IBM  PC,  XT,  AT,  PS/1 ,  or  PS/2  or  compatible,  DOS  2,0  oi  higlier,  51 2K  RAM  and  bard  drive,  TurboTax  lor  Windows  requires  Windows  3  0  or  bigher  and  bard  drive, 
MaclnTax  requires  Maciniosb  Plus,  System  4  2  or  bigber  and  bard  drive,  Calilornia  residents  please  add  7,25%  sales  lax.  Offer  expires  4/1 5/92  ••  not  valid  witb  any  otber  offer.  Offer 
also  includes  free  HeaOStan  EdSion  for  orders  received  fbrougb  1 2/31/91  ®  TurboTax  and  MaclnTax  are  registered  trademarks  of  CbipSofl.  Inc,  and  ChipSoft  OA,  Corp, 
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Real  Estate 


SMOOTHING  THE  WAY 
TO  A  HOME  MORTGAGE 


■'A 

loci 

n 
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Tantalized  by  cur- 
rent I'ock-bottom 
interest  rates, 
home  buyers  have 
been  swarming  into 
the  housing  marl<et. 
But  at  the  same 
time,  foreclosure- 
wary  banks  have  been 
setting  more  rigid 
lending  rules.  The  re- 
sult: A  lot  of  near-buy- 
ers are  stalking  away 
from  dream  homes 
disappointed. 

Buyers  new  to  the 
mortgage  game — and 
even  those  reentering 
the  market  after 
many  years — may  not 
realize  they  have  an 
ally  at  hand.  Rather 
than  risk  a  thumbs- 
down  from  their  local 
bank,  they  should 
hightail  it  to  a  mort- 
gage broker. 
ADVOCATE.  Mortgage 
brokers  can't  help  ev- 
ery person  who  ap- 
plies for  a  loan.  But 
they  can  often  tip  the 
scales  in  your  favor. 
Since  most  mortgage 
brokers  maintain  rela- 
tionships with  numer- 
ous lenders — each 
with  its  own  set  of  un- 
derwriting guidelines 
and  credit  require- 
ments— you  automati- 
cally multiply  your 
chances  of  getting  a 
loan.  The  broker  acts 
as  your  advocate,  walking 
you  through  the  application 
process  so  you're  not  rejected 
or  held  up  on  minor  technicali- 
ties. Brokers  may  even  secure 
you  more  favorable  loan 
terms  with  waived  fees  or  re- 
duced points. 

Creative  mortgage  brokers 
can  figure  ways  to  untangle  a 
buyer's  qualifying  snags, 
such  as  poor  credit  or  a  too- 


'M 

as 
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short  work  history.  "If  your 
credit  history  was  marred  be- 
cause of  a  medical  problem  or 
divorce,  or  if  the  bad  credit 
was  limited  to  a  specific  time 
frame,  all  you  may  need  is  a 
well-documented  explanation 
letter,"  says  Deborah  Reyes, 
president  of  Capital  American 
Mortgage  in  Miami. 

Possibly  the  most  impres- 
sive thing  a  mortgage  broker 


can  do  IS  lu  liuiiicUii.,'j  Uif 
lending  process,  which  has 
evolved  into  a  marathon  for 
number  crunchers.  "If  I  think 
a  buyer  who  doesn't  quite 
meet  the  guidelines  deserv^es 
a  loan,  I'll  put  my  reputation 
on  the  line  to  sell  a  package 
to  a  lender,"  says  Pat  Tenney, 
president  of  MidWest  Finan- 
cial Mortgage  Services  in 
Lake  Havasu  Citv,  Ariz. 


Leslie  Mauer  an  pi- 
her     fiance,  Gre 
Keefer,  both  20,  ha 
trouble  getting  a  len( 

even   to  look 
their  loan  applicatioi 
Xew  to  Lake  Havas 
City,  neither  had 
substantial  work  hii 
tory.  To  complicat 
matters,  a  high  pei  c'l 
rentage  of  their  dowi 
payment  came  fror 
,-elling  assets  whic 
they  had  trouble  pro\ 
ing  they  owned. 
HORSE  TRADE.  In  t 

end,  voluminous  doc 
mentation — and  mor 
gage  broker  Tenney' 
dogged  efforts  to  cor 
vince  the  lender  of  th 
couple's  dependabil 
ty — won  the  daj 
"Where  they  real! 
got  hung  up  was  otit 
the  source  of  th 
lownpayment,"  say 
Tenney.  "Leslie's  poi 
tion  of  the  downpaj 
ment  was  from  th 
sale  of  a  horse  sh 
had  owned  but  had  n 
receipt  for,  since  sh 
had  purchased  it  whe 
she  was  a  young  girl. 
To  prove  the  hors 
was  hers,  Mauer  go|;  jj 
her  trainer  to  write 
letter  and  sent  th 
bank  press  clips  mer 
tioning  her  and  tb 
liorse. 
Mortgage  broker 
can  also  speed  up  the  loai 
process  for  regular  folks  witl 
unexceptional  applications,  i 
broker  saves  you  time  initial! 
by  giving  you  a  candid  assess 
ment  of  what  you  can  afford 
And  since  the  broker  has  kep 
abreast  of  the  latest  loai 
packages  and  interest  rate; 
nationwide,  he  or  she  cai 
identify  an  array  of  product 
available  to  vou.  Then,  th' 
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)ker  packages  your  applica- 
n  with  the  necessary  back- 
documentation  so  the 
insaction  proceeds  as 
oothly  as  possible.  The  bro- 

•  also  identifies  rough  spots 
you  can  be  ready  with  an- 
ers  or  gather  additional 
;umentation  for  the  bank. 
/EATS.  Even  when  you  get 
■ned  down,  a  mortgage  bro- 

•  hastens  the  process  of  re- 
)lying.  The  broker  can  get 
:  application  package  back 
1  take  it  somewhere  else 

you,  saving  you  the  hassle 
tracking  down  new  verifi- 
ions,  new  credit  reports, 
1  new  title  histories, 
^hile  most  mortgage  bro- 
•s  are  on  the  up-and-up, 
fers  should  be  wary  of 
om  they  choose.  The  mort- 
je-brokerage  industry  has 
y  been  regulated  within 
:  past  five  yea'-s,  and  un- 


CHOOSING  A  MORTGAGE  BROKER 

►  Get  advice  from  real  estate  agents  and  other  buyers 

►  If  you  have  a  spotty  credit  history  or  other  problem,  make 
sure  the  broker  has  handled  cases  like  yours  successfully 

►  Pick  someone  who  asks  probing  questions  so  you're  not 
rejected  or  held  up  by  the  bank  on  minor  technicalities 

►  Make  sure  the  broker  can  offer  you  a  range  of  banks 

►  Beware  the  broker  who  guarantees  you'll  get  a  loan;  you 
might  end  up  with  the  wrong  kind  for  your  needs 

►  Have  your  attorney  go  over  any  contract  with  the  broker 
or  any  mortgage  before  you  sign 

DATA:  BW 


scrupulous  operators,  who 
misrepresent  or  oversell  their 
services,  exist.  "Be  sure  you 
understand  the  implications  of 
each  loan  package  you  apply 
for,"  warns  Keith  Gumbinger, 
media  coordinator  with  HSH 
Associates,  a  mortgage-data 
concern  in  Butler,  N.  J.  "Just 
because  someone  says  they 


can  get  you  a  loan,  that 
doesn't  mean  that's  the  type 
of  loan  you  want." 

The  best  way  to  find  a 
mortgage  broker  is  through 
referrals  by  real  estate 
agents  and  other  home  buy- 
ers. A  call  to  licensing  depart- 
ments in  the  30  states  that 
have  them,  the  Better  Busi- 


ness Bureau,  or  the  local 
mortgage  brokers  association, 
will  let  you  know  whether  the 
broker  you've  chosen  is  repu- 
table. While  there  is  no  na- 
tional certification  required, 
many  mortgage  brokers  have 
earned  the  title  "certified 
mortgage  consultant"  from 
the  National  Association  of 
Mortgage  Brokers  (NAME). 

Normally,  mortgage  bro- 
kers collect  their  fees — a  per- 
centage of  the  points  on  the 
loan — directly  from  the  bank. 
In  certain  cases — for  exam- 
ple, when  there  are  no 
points — the  buyer  pays  the 
broker  directly.  But  you 
should  never  do  that  before 
the  loan  closes.  An  name 
spokesman  advises:  "If  some- 
one asks  you  up  front  for 
money  and  promises  that 
you'll  get  a  loan,  walk  right 
out."  Laurel  Touby 


s  I  write  this  on  my 
home  computer,  it's 
noon,  barely  two 
irs  since  I  lay  on  an  operat- 
[  table  at  New  York's 
unt  Sinai  Hospital.  While  I 
itted  with  him  in  a  sodium- 
itathol  haze  for  45  minutes, 
.  Julius  Shulman  performed 
ne  surgical  procedures 
)wn  by  such  tongue-twist- 
:  terms  as  phacoemulsifica- 
n  and  intraocular  implanta- 
ti.  That  is,  he  removed  a 
aract  from  my  right  eye 
i  inserted  a  new  lens, 
^s  one  of  more  than  a  mil- 
1  people  a  year  who  have 
aract  surgery,  at 
ost  that  runs  from 
100  to  several 
les  that,  I  know 
1  on  my  way  to 
!ing  things  more 
arly.  After  a  few 
eks  of  healing,  I'll 
fitted  with  glasses 
•  weaker  than  my 

ones.  I'm  certain 
'  vision  will  sharp- 

because  my  left 
3  had  similar  sur- 
ry  three  years  ago. 
,d  since  then,  says 
.  Andrew  Farber, 
Ferre  Haute  (Ind.) 
fithalmologist,  "the 
;hnique  has  im- 
)ved  greatly."  Sur- 
ons  now  make 
ich  smaller  inci- 


Health 


CATARACT  SURGERY  IS  GETTING 
EASIER  ON  THE  EYES 


sions,  speeding  healing  time 
significantly.  More  than  90%' 
of  patients  get  improved  vi- 
sion, without  complications. 
GHOSTS.  Usually,  advancing 
age  causes  cataracts — a 
clouding  or  change  in  the 
eye's  lens.  The  cloudiness 
may  increase  over  months  or 
years,  but  few  people  wait  un- 


til the  lens  is  opaque  to  under- 
go surgery.  If  you  sometimes 
seem  to  see  through  a  film  of 
smog,  a  cataract  may  be  de- 
veloping. Or  if  the  lens  thick- 
ens slightly,  as  mine  did,  ob- 
jects can  appear  with  a 
"ghost,"  as  on  a  TV  screen. 

Unlike  other  operations, 
you  tell  the  doctor  when  you 


need  surgery.  Shulman  says 
the  average  patient  tolerates 
impaired  vision  for  two  or 
three  years  before  agreeing 
that  glasses  or  contact  lenses 
are  no  longer  sufficient. 

Contrary  to  popular  belief, 
the  operation  isn't  done  with  a 
laser.  Peering  through  a  mi- 
croscopic device,  the  surgeon 
makes  a  V4-inch  incision  in  the 
cornea  with  a  scalpel.  Then  an 
ultrasonic  vibrating  probe 
points  into  the  opening  to 
emulsify  the  cataract  and  suc- 
tion it  away.  After  a  plastic 
lens — no  larger  in  diameter 
than  a  pencil — is  inserted,  a 
hair-thin  nylon  stitch 
closes  the  incision. 

Patients  who  wear 
glasses  still  need 
them  afterward — es- 
pecially for  reading, 
since  the  implanted 
lens  can't  flex  like  a 
natural  one  for  close- 
up  work.  And  in  30% 
to  60%  of  all  cases, 
says  Farber,  a  clear 
membrane  behind  the 
lens  may  itself  be- 
come cloudy  in  a  few 
years.  Then,  a  laser 
can  come  into  play. 
The  surgeon  can  use 
it  to  burn  a  tiny  hole 
in  the  membrane,  so 
light  can  get  to 
the  retina  unim- 
paired.      Don  Dunn 
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THE  BEST  OF 
DESKTOP 
GOLF  COURSES 


y  opponent  and  I  are 
standing  on  the  first 
itee  at  the  Tourna- 
ment Players  Club  at  Saw- 
grass.  The  wind  is  in  my  face 
on  this  tricky,  380-yard  hole, 
with  water  running  along  the 
right  of  the  fairway.  Selecting 
my  driver,  I  rear  back  and 
nail  one  303  yards  down  the 
middle.  I  am  about  to  let  out  a 
yell  when  I  realize  I'd  better 
be  careful;  someone  in  the 
next  office  might  hear  me. 

Such  are  the  dangers  of 
computerized  golf.  Over  the 
past  few  years,  software 
makers  have  produced  a  num- 
ber of  brightly  animated  golf 
games  for  the  personal  com- 
puter. True,  they're  a  long 
way  from  the  real  thing.  But 
on  a  winter  weekend — or, 
0.  K.,  the  occasional  late  Fri- 
day afternoon  at  work — they 


1535.1/ 

TOP  i.iuhI  DPTipns  I  lieI  setup  I  ii  5 1  r| 


can   be   a   fun  diversion. 

The  two  best  are  PGA  Tour 
Golf  (Electronic  Arts,  $50)  and 
Links  (Access  Software,  $60). 
While  PGA  Tour  Golf  comes  in 
Macintosh  and  IBM  versions, 
Links  will  run  only  on  IBM  and 
compatible  machines.  Links 
also  requires  a  VGA  monitor 
and  a  hard  disk. 

Both  games  have  gaping 
water  hazards,  treacherous 
rough,  and  agonizing  putts 
that  roll  off  the  lip  of  the  cup. 
But  unlike  real  golf,  they're 


easy  to  learn.  A  golfer  has  no 
advantage  over  a  nongolfer — 
with  the  exception  of  knowing 
the  terminology. 

With  PGA  Tour  Golf,  your 
backswing  begins  with  a  tap 
of  the  mouse  (or  the  space 
bar  on  your  keyboard).  Anoth- 
er tap  starts  the  downswing, 
and  your  final  tap  decides 
how  straight  your  shot  will 
go.  Hit  it  too  early  and  the 
ball  goes  left,  too  late  and  it 
goes  right.  Once  you  reach 
the  green,  you'll  get  a  de- 


tailed topographic  map  sho- 
ing  the  putting  surface's  i;- 
dulations.  Playing  the  Lins 
game  is  much  the  same. 
ROBO  REPARTEE.  The  attentii 
to  detail  in  PGA  Tour  Golfs 
great.  But  the  animati 
graphics  of  Links  are  mii,- 
boggling,  from  the  lifelie 
trees  to  the  realistic  contous 
of  the  fairways  and  greer. 
Birds  twitter  in  the  bac^ 
ground,  and  Links  even  dup 
cates  golfers'  inane  chattt: 
"Get  there!"  croaks  the  co  - 
puter  when  you've  hit  the  bil 
a  little  short  of  the  hole. 

Links'  main  drawback  is  ^5 
slowness  in  drawing  eaii 
hole.  Some  take  up  to  30  S6- 
onds.  Having  a  fast  compute, 
such  as  one  based  on  a  386  i* 
486  microchip  with  extendi 
memory,  cuts  the  time  in  hav 

One  last  notable  is  Jac 
Nicklaus'  Unlimited  Golf  ; 
Course  Design  (Accolad, 
$60).  The  golf  game  itself  i 
mediocre,  but  the  course  d- 
sign  part  is  fun.  You  can  Ir 
out  your  own  course,  from  to 
to  rough  to  green,  and  thd 
you  get  to  play  it.  Quietly—' 
you  know  what's  good  f*! 
you.  Peter  Fin-i 


With  so  many  compa- 
nies going  into  bank- 
ruptcy, some  investment 
pros  see  new  opportunities  in 
the  stocks  of  ones  that  are 
exiting  it.  If  the  companies 
use  Chapter  11  to  shape  up 
their  operations  and  restruc- 
ture debt,  they  can  be  poised 
to  do  well  once  they  emerge. 

Just  the  idea  that  it  might 
happen  can  drive  up  the 
stock,  says  George  Putnam, 
of  TTie  Turnaround  Letter. 
"And  if  the  company  cleans 
up  its  balance  sheet  by  issu- 
ing large  amounts  of  new 
stock  to  creditors,  you  can 
have  an  effect  like  an  initial 
public  offering,  with  almost 
a  buying  frenzy."  When 
Southland  came  out  of  bank- 
ruptcy last  March,  its  $2-a- 
share  price  jumped  about 
25%  in  the  first  weeks,  on 
volume  of  700,000  to  850,000 
shares.  And  Maxicare  Health 
Plans  showed  healthy  gains 
in  strong  trading  after  it  ex- 
ited Chapter  11  last  April. 
But  there's  also  a  risk  that 


Smart  Monev 


STOCKS  THAT  START 
WHEN  CHAPTER  11  ENDS 


once-stung  creditors  may  un- 
load their  new  stock  and  top- 
ple prices.  So,  even  if  you 
like  a  company's  outlook, 
you  might  want  to  wait  until 
the  post-bankruptcy  frenzy 
ends  to  get  a  fix  on  how  it's 
really  doing.  A  different  ap- 
proach is  to  invest  before  the 
company  completes  its  reor- 


ganization. To  do  it,  you  buy 
a  bond  or  preferred  stock 
that  will  be  exchanged  for 
new  common  shares  under 
the  reorganization  plan. 
OPEN  STORES.  Some  inves- 
tors did  that  with  Maxicare 
(chart).  Now  there's  a  similar 
opportunity  in  the  wake  of 
last  year's  collapse  of  Feder- 


HOW  ONE  PLAY  IN  BANKRUPTCY  PAID  OFF 

Early  this  year,  you  could  hove 
bought  0  Maxicare  1 1 .75%  bond 
for  $90  When  the  company 
emerged  from  Chapter  1  1  in  April, 
the  bond  was  convertible  into  1 5 
shares  of  common  stock.  The  stock 
opened  at  $8  and  rose  as  high  as 
$10  before  dropping  back  below 
$8 — still  a  gain  over  your  cost  of        m.  29 
$6  a  shore  a  dollars 


MAXICARE 
STOCK  PRICE 


NOV  18 

DATA:  BOS  SECURmES  COSP 


ated  Department  Stores  an(| 
Allied  Stores.  Bankruptcj^ 
meant  default  on  $700  mil^ 
lion  worth  of  11.5%  Allie4 
bonds  due  in  1997.  The  reori 
ganization  plan  says  bondf 
holders  will  get  12  shares  o;| 
stock  in  the  merged  compaf 
ny.  An  analysis  of  the  plar' 
by  EDS  Securities  suggesti 
buying  the  bonds  at  the  cur^ 
rent  asking  price,  13$  on  th( 
dollar.  So,  a  $130  investmen- 
secures  12  shares  of  newS 
common,  for  a  per-share 
price  of  $10.80.  EDS  expectsf 
the  stock  to  trade  at  $14  Ui. 
$15  in  February  when  th( 
company  exits  bankruptcy.  ; 

Among  companies  expect:' 
ed  to  emerge  from  Chaptei:' 
11,  Putnam  suggests  looking} 
at  Revco,  LTV,  Tracer,  anc 
Lomas  Financial.  "But  don'ii 
play  the  game  unless  yoi! 
can  diversify  with  five,  six 
or  seven  bonds  in  your  portg 
folio,"  advises  EDS'  Carl  Vai' 
cek.  That  offsets  some  risks' 
inherent  in  a  complex  reorga ' 
nization  scheme.  D.  D'y 

 i 
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ndex  to  Companies 

Is  index  gives  the  starting  page  for  a  story  or  fea- 
e  with  a  significant  reference  to  a  company.  Most 
jsidiaries  are  indexed  under  their  own  names, 
imponies  listed  only  in  tables  are  not  included. 


ess  Biotechnology  136 
ospace  55 
JUS  55 

ericon  Express  120 

erican  Home 
oducts  110 

eritech  133 

gen  110 

way  101 

ogee  Productions  42 
pie  38,  120 
iT  123 

antic  Southeast 
iriines  130 

3n  Products  101,  102 


ik  of  Tokyo  48 
I  Atlantic  133 
ckbuster 

itertoinment  44 
;ing  55 

itol  Myers  Squibb  39 

'ish  Airways  40 

'ish  Columbia  Lions  106 


mpcau  14 

nadian 

oadcosting  106 

nadian  Football 
lague  106 

NTV  133 

pitol  Holding  123 
terpillor  116 
Drtwell  Associates  101 
at/Day/Mo|o  120 
Id  World  36 
rysler  123 
icorp  7,  14 
nSolve  136 
ntinentol  Airlines  40 
opers  &  Lybrond  124 
;dit  Lyonnois  118 
sdit  Suisse  14 


i-lchi  Kongyo  Bonk  124 

i  Ichi  Kyoto 
einsuronce  124 


Dai-lchi  Mutual  Life  124 
Dayton  Hudson  36 
DEC  7 
Deere  116 
Delta  Air  Lines  40 
Dow  Chemical  7 
DSC  Communications  133 
Du  Pont  7 


EIE  International  48 
Electronic  Arts  150 
Eli  Lilly  136 
Ernst  &  Young  124 
Exxon  38 


Fairway  Land 
Acquisition  124 

First  Financial  Holdings  130 

First  Financial 
Management  130 

Ford  142 

Fu|i  55 

Fujitsu  111 

G 


GE  38,  123 

Genentech  1 1 1 

Genetics  Institute  110 

GM  7,  117,  123 

Grace  Industrial 
Chemicals  7 

GTE  7 
H 


Hartmorx  Specialty 
Stores  36 

Hitachi  50,  1 10 

Hollinger  118 

Hondo  120 


IBM  7,38,44,  111 

Immunex  110 

Industrial  Bonk  of  Japan  48 

Irwin  L.  Jacobs  101 


John  Fairfax  Group  118 


Kowosoki  55 
Kemper  130 
KLM  Royal  Dutch  40 
Kobe  Steel  50 
Komatsu  116 


Lands'  End  36 

Lomos  Financial  150 

Long-Term  Credit  Bank  of 
Japan  48 

Lorimar  Telepictures  42 

Los  Angeles  Raiders  106 

LSI  Logic  110 

LTV  ISO 

LucosArts  Entertainment  42 
M 


MAC  Group  133 
Macy(R.H.)  14 
Moruko  48 

Mary  Kay  Cosmetics  102 

Motsushita  38, 

Moxicore  Health  Plans  150 

McDonnell  Douglas  55 

Merck  39 

Microsoft  44 

Midway  Airlines  40 

Mitsubishi  48,  55 

Mitsui  50,  55 

Mitsui  Toiyo  Kobe  Bonk  48 

Motorola  110 


NBC  44 
NEC  140 
Nike  120 

Nippon  Credit  Bonk  48 
Nissan  50,  142 
Nordstrom  36 
Northwest  Airlines  40 
Nynex  133 

o 


Ogiivy  &  Mather 
Worldwide  120 

OlS  optical  Imaging 
Systems  38 

ONBANCorp.  130 

Ottowo  Rough  Riders  106 


Philips  110 


Philips  Electronics  44 
Pixor  42 
Prime  Ticket  106 
Prudential  Insurance  118 


Reebok  120 
Revco  150 

Royal  Caribbean  Cruise 
Line  120 


Salomon  Brothers  126 

Sanyo  50 

Saskatchewan 
Roughriders  106 

Seagate  Technology  7 

Sears,  Roebuck  36 

Senn-Delaney  Leadership 
Consulting  Group  133 

Shared  Medical 
Systems  130 

Sharp  38 

Shearson  Lehman 
Brothers  14,  120 

Sony  50 

Southland  150 

Southwest  Airlines  40 

Southwestern  Bell  133 

Spie  Batignolles  50 

Stolt  Tankers  & 
Terminals  130 

Sumitomo  136 

Swiss  Bank  Corp.  44 

T 


Taiwan  Aerospace  55 

Telecom  Corp.  of  New 
Zealand  133 

Texas  Instruments  110,  111 

Thomson  118 

Toronto  Argonauts  106 

Toshiba  38,  136 

Toyobo  1 1 1 

Tracor  150 

w 


Walt  Disney  42 

Westcott 
Communications  130 

Winnipeg  Blue 
Bombers  106 


Xerox  38 

z 


Zenith  Electronics  38 


In  Taipei, 
I  Always 
Stay  at 
Brother  Hotel  Where 
I  Have  Many  Friends 

For  years  business  has  brought  me 
time  and  again  to  Taipei  My  first 
choice  of  hotel  there  has  always  been 
Brother  Hotel,  and  with  good  reasons 
No  other  location  gives  me  that  unique 
feeling  of  being  treated  like  a  brother 
And  Its  personal,  attention-to-detail 
service  has  never  failed  to  bathe  me  in 
warmth  and  coziness. 
At  Brother  Hotel,  I  often  came  across 
friends  who,  like  myself,  have  keen 
interest  in  professional  baseball, 
including  some  star  players  Not  only 
have  we  chosen  the  same  hotel,  we 
shared  a  common  notion.  He  is  my 
brother 

Located  in  Taipei's  thriving  business 
district.  Brother  Hotel  has  268  elegantly- 
appointed  rooms  and  6  restaurants  A 
winner  of  the  coveted  "Five-Plum 
Award"  honoring  the  distinguished 
international  hotels  in  Taiwan  Brother 
Hotel  Baseball  Club,  one  of  the  prime 
movers  of  Taiwan's  professional 
baseball  league,  commands  the 
greatest  populanty  among  baseball 
fan  across  the  country, 

^flP  BROTHER  HOTEL 

255  NANKING  EAST  ROAD  SEC  3  TAIPEI 
TAIWAN  REP  OF  CHINA 

EAX/I02I7I7  3334  7;  7  5657     TEL/1021712  3456 
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If  there  were  a  printer  that  could  give  you  this  kind  of  color, 
would  you  still  make  your  presentations  in  black  and  white? 


Do  your  presentations  go  in  one  eye  and  out  the  other? 
The  Coiormate"  PS  40  can  easily  and  affordably  give  them 
the  impact  they  deserve,  enhancing  your  work  with  truly 
amazing  color. 

The  Coiormate  PS  40  integrates  readily  with  any 
network,  PC  or  Mac.  And  it's  compatible  with  . 
most  popular  presentation  software.  Of  course, 


Adobe'  PostScript'  is  standard,  so  you  can  scale,  rotate  and 
shade  the  17  resident  fonts.  300  DPI  graphics  means  that 
■^Sm     output  is  sharp  and  clear,  whether  paper  or 
f  Km       transparencies.  And  with  its  small  footprint, 
lgJ^~'      the  Coiormate  PS  40  won't  fill  up  your  desk. 

After  all,  the  world  isn't  black  and  white, 
why  should  your  presentations  be? 


CsC 


compuieis  and  communicaiiof>B      Call  l-800-NEC-INFO  fof  your  Color  Presentations  Guide. 


NEC 
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ivestment  Figures  of  the  Wee 


MENTARY 

od-curdiing  week  in  the  fi- 
al  morkets.  The  Dow  Jones  in- 
cl  overoge  plummeted  1  20 
s  on  Nov.  1  5,  o  3  9*^0  drop, 
iders  fretted  over  the  econo- 
continued  weokness  Fears 
\  a  cop  on  credit-cord  rotes, 
I  would  hurt  bonk  earnings, 
ibuted  to  the  decline.  So  did 
rp  decline  in  biotechnology 
s,  which  pummeled  the  over- 
)unter  market.  Stocks  re- 
ded on  Nov.  1  8  but  gave  up 
gains  the  following  day. 
seas  markets  joined  in  the 
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STOCKS 

Lotest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
OMPANIES  (Russell  1000) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

2930.0 
199  9 
178.2 
212  8 

-4.4 
-4.7 

-5.3 
-4  7 

15.8 
22.5 
43  5 
23  6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.61% 
7.90% 
3.24% 
21.0 

4.77% 
7.87% 
3.10% 
22  0 

7.4% 
8.5% 
3.7% 
14  5 

EIGN  STOCKS 

latest 

%  (hange  (loco 
Week 

currency) 
52-week 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 
Stocks  above  26-week  moving  average 
Speculotive  sentiment;  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

384  9 
45.0% 
52.3 
1  92 

384  5 

56  0% 

0.37 

2.51 

Negative 
Neutral 
Positive 
Positive 

ON  (FINANCIAL  TIMES  100) 
D  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

2472.6 
23,199.9 
3501.7 

-2.9 
-5  0 
-2.6 

16.9 
0.0 
12  7 

DUSTRY  GROUPS 


R-WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


BRIDGE  INFORMATION  SYSTEMS  INC. 

Price 


%  change 
4-week  52-week 


MMUNICATIONS  EQUIPMENT 

8  5 

70  0 

ANDREW 

20  0 

714 

33 

YS 

7.5 

100.2 

HASBRO 

13.3 

130.5 

34 

ECIALTY  APPAREL  RETAILERS 

6.2 

1  1  1.0 

GAP 

8.7 

231.5 

51  ^8 

FT  DRINKS 

4.9 

32.7 

COCA-COLA 

5.1 

45.1 

66  % 

OKERAGE  FIRMS 

4.5 

132.9 

BEAR  STEARNS 

6.7 

94.5 

15  '.2 

R-WEEK  LAGGARDS 

%  change 
4- week 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

S2-week 

Price 

RSONAL  LOANS 

-18.0 

56.8 

HOUSEHOLD  INTERNATIONAL 

-24  9 

75  1 

44 

KHINE  TOOLS 

-16.3 

-3.5 

CINCINNATI  MILACRON 

-20  5 

-15.1 

7 

GINEERING  AND  CONSTRUCTION 

-14.9 

-16 

FLUOR 

-18  2 

-4  2 

36  5-  8 

ISPITAL  MANAGEMENT 

-13.4 

-23.1 

NATIONAL  MEDICAL  ENTERPRISES 

-14.9 

-17.0 

15 

TOMOBILES 

-13.1 

-13  7 

GENERAL  MOTORS 

-15.1 

-17.6 

31  5  8 

UTUAL  FUNDS 


>ERS 

week  total  return 


IKMARK  83 

DRGAN  STANLEY  ASIAN  EQUITY  7  3 

WPORT  TIGER  7  1 

eek  total  return  % 

>PENHEIMER  GLOBAL  BIO-TECH  122.6 

lERWEIS  EMERGING  GROWTH  92  9 

UH(.\kL  STRATEGIC  HEALTH  SCIENCES  92  9 


LAGGARDS 

Four-week  total  return 


CRABBE  HUSON  GROWTH 
FIDELITY  SELECT  COMPUTERS 
AMERICAN  INVESTORS  GROWTH 

52-week  total  return 


% 


-10.8 
-8  7 
-8.5 


FIDELITY  SELECT  ENERGY  SERVICE  -13  6 

USF&G  EUROPEAN  EMERGING  COMPANIES  -13  5 
STRATEGIC  INVESTMENTS  -13  3 


■   S&P  500 

ek  total  return 


MORNINGSTAR  INC 

Average  fund 
ek  total  return 


ElATIVE  PORTIOLIOS 


ar  amounts 
esent  the  present 
e  of  $10,000 
stecJ  one  year  ago 
ich  portfolio 

sntages  indicote 
day  total  returns 


U.  S.  stocks 
$12,281 

-4.37% 


Foreign  stocks 
$11,701 

-2.94% 


Treasury  bonds 
$11,619 

-1.10% 


nil 


Money  market  fund 
$10,543 

+0.09% 


DATA  RESOURCES  INC 


(;oid 

$9,584 

+  1.39% 


to  on  this  poqe  are  as  of  market  close  Wednesday,  Nov  20.  1991,  unless  otherwise  indicated 
ry  groups  include  5&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


Nov  19  Mutual  fund  returns  are  as  of  Nov  15  Relative  portfolios  ore  volued  os  of  Nov  19 
detailed  explanation  of  this  page  is  available  on  request 
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CUT  INTEREST  RATES, 
NOT  TAXES 


The  President's  instincts  to  stonewall  rising  pressure 
from  Congress  for  a  ([uick-fix  tax  cut  are  100%  correct. 
Ti-ue,  tax  cuts  have  been  used  effectively  to  kick-start 
the  economy  out  of  recession— but  this  is  no  ordinary  down- 
tiu-n.  Cuts  would  do  more  harm  than  good,  raising  hob 
with  the  deficit,  exacerbating  our  trade  balance  because  of 
consumers'  propensity  to  buy  imports,  and  occurring  too  late 
to  do  much  stimulating  before  mid- 1992  at  the  earliest. 

This  is  a  recession  unlike  any  other,  because  the  economy 
is  held  back  by  a  larger  set  of  long-term  stmctm-al  problems 
(l)age  28).  It  will  take  years  to  address  the  recalcitrant 
Ixidget  deficit,  chronically  poor  productivity  growth,  a  crum- 
bling inh-astioicture,  the  job  scjueeze  from  restincturing  in  in- 
dustries from  banking  to  retailing,  the  low  savings  rate 
and  record  burden  of  del)t,  anrl  the  glut  of  commercial  real 
estate.  These  long-run  problems  refjuire  long-i'un  solutions. 

That's  why  the  off-the-shelf  remedy  for  cyclical  reces- 
sions, tax  cuts  for  the  consumer,  won't  work.  It  makes 
much  more  sense  to  rely  on  a  low-inflation,  low-interest-rate 
environment  to  stimulate  long-term  investment  throughout 
the  economy.  The  Federal  Reserve  still  holds  the  key. 

The  central  bank  must  continue  to  lower  interest  rates  un- 
til spending  starts  up  again.  This  is  no  time  for  business  as 
usual  at  the  Fed.  Because  of  the  large  spread  between 
what  banks  pay  for  money  and  what  they  lend  it  for,  the 
Fed  need  not  fear  pushing  the  discount  rate  and  the  Fed 
funds  rate  even  lower.  It's  important  to  get  the  rates  at 
which  real  businesses  and  home  buyers  borrow  money  down 
even  further.  There  are  other  steps  the  Fed  can  take  to 
make  banks  lend  more.  It  could  pay  interest  on  reserves,  the 
i)illions  of  dollars  banks  must  keep  on  deposit  with  the 
Fed.  Also,  it  could  act  to  push  down  long  rates,  which 
would  stimulate  housing  and  other  long-term  investments. 

A  sweeping  program  of  pul)lic  investment  to  rebuild  the 
nation's  tattered  infrastructure  is  a  fiscal  policy  option. 
Puijlic  investment  yields  benefits  for  the  long  term  as  well 
as  the  short.  And  one  advantage  of  public  investment  is  that 
it  enhances  productivity,  one  of  the  economy's  gravest  long- 
term  problems. 


PROGRESS  ON  PATENTS 
IS  PENDING 


The  future  of  many  businesses,  and  perhaps  even  the 
competitiveness  of  U.  S.  industry,  hinges  on  the  amount 
and  quality  of  patent  protection  companies  can  get. 
And  patent  questions  are  getting  more  complicated  every 
day  as  companies,  universities,  and  individual  scientists  at- 
tempt to  gain  protection  for  everything  from  individual 
genes  to  fundamental  manufacturing  processes. 

The  U.  S.  patent  .system  is  full  of  anachronisms  and  (juirks 
that  can  hamper  progress— and  soiuetimes  give  foreign  in- 


dustry advantages  (page  110).  The  Patent  &  Tradema 
Office  still  clings  to  a  policy  of  granting  patents  to  those 
ventors  who  can  prove  they  first  cried  "eureka!"  Much  of  t 
rest  of  the  world  simply  awards  a  patent  to  the  first  to 
ply,  thus  curbing  costly  litigation. 

Everyone  would  benefit  if  ongoing  negotiations  aimed 
harmonizing  the  world's  patent  systems  were  to  bear  fru 
There  is  hope  for  progress.  After  decades  of  intransigen 
U.  S.  companies  and  the  patent  office  appear  to  be  willing 
give  up  such  American  idiosyncrasies  as  "first  to  invent" 
exchange  for  patent  reforms  in  Japan  and  Europe.  T 
Commerce  Dept.,  which  is  responsible  for  the  patent 
fice,  needs  to  use  this  newfound  flexibility  to  insist  on  co 
cessions  fi'om  other  nations,  such  as  speeding  up  Japan's  e 
cruciatingly  long  patent  examining  time.  The  patent  offi 
also  needs  to  rev  up  its  automation  effoits— it  still  stores 
patents  in  wooden  boxes,  for  example.  And  the  Bu 
Administration  needs  to  make  sure  that  the  U.  S.  has  enou 
qualified  examiners  to  make  the  right  decisions  on  incre 
ingly  difficult  and  high-stakes  patent  cjuestions.  Unless  tl 
U.  S.  moves  to  restore  the  patent  system's  health,  there  is 
risk  of  snuffing  out  that  crucial  fire  of  innovation. 


THE  SHAPE  OF 
PARTNERSHIPS  TO  COME 


When  Taiwan  Aerospace  opened  talks  aimed 
t)uying  40%  of  the  commercial  airframe  busine 
of  McDonnell  Douglas  for  as  much  as  $2  billion 
lot  of  observers  shrugged  off  the  deal  as  an  inconsetiuenti 
offer  for  a  failing  Ixisiness  (page  55).  But  the  bid  should 
seen  as  an  augin-y:  More  and  more  U.  S.  companies  witho 
the  resources  to  compete  globally  on  their  own  will  have 
seek  out  partners  abroad. 

This  is  nothing  new,  of  course.  Detroit's  carmakers  ha 
done  it  for  years,  but  they  often  managed  the  joint  projec 
as  extensions  of  their  U.  S.  businesses  and  product  lines, 
the  McDonnell  Douglas  deal,  the  U.  S.  company  is  ceding 
lot  of  control  and  ecjuity  to  the  overseas  partner.  Somethii 
different  is  being  created— a  hybrid  adapted  to  irresistib 
new  market  forces,  in  this  case  rapid  growth  in  Asia 

International  management  consultant  Jordan  Lewis  a 
gnes  that  what  he  calls  "partnering"  is  required  to  compe 
effectively  in  Asia,  Europe,  and  North  America.  In  th 
view,  McDonnell  Douglas  is  partnering  with  the  deep-poc 
eted  Taiwanese  government  that  can  provide  entree  into  t 
rich  Southeast  Asian  market  for  long-distance  jetliners  a 
at  the  same  time  muster  considerable  engineering  and  a 
sembly  knowhow.  If  it  follows  Lewis'  logic,  McDonn 
Douglas  will  someday  also  find  a  partner  in  Europe. 

There  is  a  new  challenge  to  U.  S.  management  in  all  th 
American  companies  should  vigilantly  protect  their  top  tec 
nologies  and  manufacturing  techniques  built  up  over  decad 
and  plow  profits  from  the  partnerships  into  these  areas 
strength.  That  will  prevent  the  hollowing  out  of  the  U.  i! 
partners.  At  the  same  time,  U.  S.  executives  must  be  i\ey!\ 
ble  enough  to  learn  from  their  partners  how  to  manaj. 
and  market  in  the  new  environment. 
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xt  presentation  will  be  as  big 
lit  as  Babe's.  Because  the  new 
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IN  THE  CLEAN  ROOM:  A  FLEXIBLE  MANUFACTURING  PROCESS  LETS  CYPRESS  SWITCH  QUICKLY  FROM  ONE  TYPE  OF  CHIP  TO  ANOTHER 


Cover  Story 

64  SILICON  VALLEY'S  BAD  BOY 

He  rails  against  Sematech  and  other 
industry  consortiums  and  dismisses 
America's  large  chipmakers  as 
'dinosaurs.'  Depending  on  whom  you 
ask,  T.  J.  Rodgers  is  either  an 
arrogant,  publicity-seeking  braggart 
or  a  brilliant  and  innovative 
entrepreneur.  As  chipmaker  Cypress 
Semiconductor  grows  into  a  true 
global  competitor,  his  novel 
management  theories  will  finally  be 
l)ut  to  the  test 
70  KILLER  SOFTWARE 

Boosting  productivity  at  Cypress 


Top  of  the  Ne'ws 


30  THE  BANKING  MESS 

An  even  Inuiipier  road  may  lie  ahead 
for  ailing  banks 

32  IN  THE  CHIPS 

AMD's  386  microprocessor  is  selling 
fast — and  cutting  into  Intel's  market 


33  SHAKING  UP  BIG  BLUE 

Will  Akers'  latest  remake  get  the 
giant  back  on  track? 

34  THE  BROTHERHOOD  VOTES 

At  last,  rank-and-file  Teamsters  get 
to  select  national  leaders 

35  SLEEPLESS  NIGHTS  AT  SIMMONS 

An  ESOP  dispute  sparks  a  lawsuit 
that  could  cost  it  millions 

36  COMMENTARY 

This  FDA  rule  is  poor  science 
and  poor  policy 

38  TERROR  AT  ANN  TAYLOR 

Resignations,  falling  sales,  jumpy 
investoi's,  and  ugly  rumors 

40  A  HOUSE  OF  CARDS? 

Robert  Maxwell  seems  to  have  been 
a  master  of  financial  sleight  of  hand 

42  VCR  CODES  FOR...COMMERCIALS? 

Henry  Yuen  has  a  new  brainstorm — 
and  Madison  Avenue  is  all  ears 

44  IN  BUSINESS  THIS  WEEK 

The  Agnellis,  Coors  in  Korea,  dirty 
money  in  L.  A.,  Rose  Bowl  protests, 
corporate  espionage,  phone  glitch 


International  Business 

50  EUROPE 

Can  the  stodgy  Old  World  airlines 
survive  deregulation  and  tough  new 
rivals  from  the  U.  S.  and  Asia? 

54  JAPAN 

Market  doldrums  are  partly  to  blame 
for  Sony  Music's  lackluster  IPO  in 
Tokyo — but  only  partly 

56  INTERNATIONAL  OUTLOOK 

The  key  cjuestion  at  the  upcoming  EC 
summit:  A  European  Germany  or  a 
German  Europe? 

Economic  Analysis 

20  ECONOMIC  VIEWPOINT 

Blinder:  A  tax  cut  may  quicken 
pulses,  but  it  won't  help  the  economy 
24  ECONOMIC  TRENDS 

Factors  that  may  K.  0.  Bush  . . .  and 
how  a  bull  market  could  save  him, 
import  slump,  the  recession  overseas 
27  BUSINESS  OUTLOOK 

It's  beginning  to  look  a  lot 
like  double-dip 
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TOYS  'R'  TOKYO: 

LARRY  BOUTS  IS  OPENING  JAPAN'S 
FIRST  TOYS  'R'  US  STORi— A  BIG 
BREAKTHROUGH  FOR  GIANT  U.  S. 
RETAILERS  IN  THAT  GUARDED  MARKET 


30    HOW  DEEP  A  HOLE? 

THE  FDIC  IS  VIRTUALLY  BROKE,  AND 
THE  ULTIMATE  COST  OF  BAILING  OUT 
AMERICA'S  BANKS  COULD  RUN  INTO 
HUNDREDS  OF  BILLIONS 


80   HOUDINI  OF  THE  DREXEL  SCANDAL: 

DOES  FORMER  JUNK-BOND  SALESMAN 
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IT  ALL— IMMUNITY,  INDEMNITY,  AND 
INNOCENCE  INTACT? 
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WASHINGTON  OUTLOOK 

Critics  charge  that  Bush's 
Presidential  campaign  is  wavering 
for  laci<  of  a  rudder 

RUNNING  AGAINST  THE  ECONOMY 

The  Democratic  contenders  are 
relying  heavily  on  their  economic 
platforms  to  win  over  middle-class 
voters 

Marketing 

MARCH  OF  THE  TOYS 

Toys  'R'  Us  is  building  big  stores  in 
Japan — and  plans  to  be  racking  up 
$1.5  billion  in  annual  sales  there 
by  the  year  2000 

Science  &  Technology 

SCIENCE'S  NEW  BUILDING  BLOCKS 

Researchers  have  discovered  a  gold 
mine  of  possibilities  in  strangely 
shaped  carbon  molecules  called 
buckyballs  and  fullerenes 

DEVELOPMENTS  TO  WATCH 

Radio-guided  pills,  the  missing  link 
from  garbage  to  power  plant,  data 
superhighway,  test-tube  vanilla, 
birth  of  a  diamond 

Finance 

HOW  CREDIBLE  IS  JAMES  DAHL? 

There  may  be  contradictions  in  his 
testimony  in  the  Drexel  case — and  he 
hasn't  taken  the  stand  yet 
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ultraprofitable  bank  is  giving 
the  dice  a  roll 

86  INSIDE  WALL  STREET 

Laserdisk,  laserdisk,  burning  bright? 
General  Physics  may  be  superhot 
What's  making  shorts  go  long 
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Information  Processing 

88  LOTUS' BITTER  LESSON 

Its  latest  1-2-3  goof  and  continuing 
management  turmoil  raise 
tough  questions  about  the  future 
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91   PREVENTIVE  MEDICINE 

New  (.'EU  Melvin  Goodes  is  moving 
to  cure  Warner-Lambert 
— before  it  gets  sick 

94  DEL  WEBB'S  DARE  IN  THE  DESERT 

CEO  Phil  Dion  battles  the  slump 
by  building  for  well-heeled  retirees 

People 

98  A  FORD  IN  OVERDRIVE 

Now  president  of  the  credit  arm, 
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Change  from  last  week  -0  3% 
Change  from  last  year:  0.9% 
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The  production  index  fell  slightly  during  the  week  ended  Nov  16  Seasonally 
odjusted  output  of  autos,  trucks,  electric  power,  and  paperboard  declined  Production 
of  steel,  crude-oil  refining,  coal,  paper,  lumber,  and  rail-freight  traffic  increased 
Before  calculation  of  the  four-week  moving  average,  the  index  dropped  to  178  4, 
from  181,  However,  the  index'  volatility  this  week  and  in  coming  weeks  reflects  the 
loter-than-normol  Thanksgiving  holiday,  which  is  skewing  some  seasonal  factors 

BW  produclion  inde-  copyright  1991  by  McGraw-H.II  Inc 


The  leading  index  felt  slightly  during  the  week  ended  Nov.  16,  os  the  Index 
continues  to  weaken.  In  the  latest  week,  stock  prices  were  higher,  bond  yields  lower, 
and  the  growth  rates  for  both  materials  prices  and  for  real  estate  loans  improved. 
The  number  of  business  failures  decreased  sharply,  while  the  growth  in  M2  was 
down  a  bit.  As  o  result,  before  calculation  of  the  four-week  moving  average,  the 
index  increased  to  207  8,  from  206,7 

Leading  inde«  copyright  I  99  I  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  1 1  1/23)  thous,  of  net  tons 

1,760 

1,814# 

-7,6 

AUTOS  (1  1/231  units 

109,505 

I32,984r# 

43,1 

TRUCKS  (1  1/23)  units 

77,103 

72,872r# 

64.5 

ELECTRIC  POWER  (l  1/23)  millions  of  kilowatt-f- 

ours 

52,991 

54,268# 

6,3 

CRUDE-OIL  REFINING  (ii/23)thous  ofbbl/d 

ay 

13,239 

12,761# 

3  6 

COAL  (n/16)thous.ofnettons 

19,949# 

19,471 

-6,2 

PAPERBOARD  (n/i6)tlious,  oftons 

766.9# 

781. Or 

3  8 

PAPER  (11/1  6)  thous,  oftons 

776,0# 

758.0r 

0  6 

LUMBER  (11/16)  millions  of  ft 

519.3# 

493,9 

13,6 

RAIL  FREIGHT  (l  1/16)  billions  of  ton-miles 

21.0# 

20.4 

-0.5 

Sources:  American  Iron  8>  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA'.  SFPA  ,  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (11/26) 

128 

130 

133 

GERMAN  MARK  (11/26) 

1  58 

1,60 

1,51 

BRITISH  POUND  (11/26) 

1,80 

1,79 

1,93 

FRENCH  FRANC  (11/26) 

5  40 

5,47 

5  09 

CANADIAN  DOLLAR  (i  1/26) 

113 

1,14 

117 

SWISS  FRANC  (11/26) 

1  40 

1,42 

1,28 

MEXICAN  PESO  |ii/26) 

3,050 

3,048 

2,932 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
pound  expressed  in  dollars 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1  1/26)  $/troyoz. 

366  250 

362  600 

-4,9 

STEEL  SCRAP  (l  1/25)  #1  heavy,  $/ton 

94,00 

94,00 

-1  1,7 

FOODSTUFFS  (l  1/25)  index,  1967=100 

203,6 

206  1 

-3,3 

COPPER  (1  i/23)c/lb. 

109,0 

1  10  6 

-1  1,0 

ALUMINUM  (ii/23)c/lb 

52,6 

52.8 

-26  9 

WHEAT  (11/23)  #2  hard,  S/bu. 

3.77 

3.69 

37.1 

COTTON  (11/23)  strict  low  middling  M/16in,, 

C/lb, 

53,75 

54.26 

-20  3 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureou,  Mefals 
Week,  Kansas  City  market,  Memphis  market 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (1 1/22)  S&P500 

379.92 

393.41 

20.1 

CORPORATE  BOND  YIELD,  Aaa  (11/22) 

8.46% 

8.43% 

-8.5 

INDUSTRIAL  MATERIALS  PRICES  (11/22) 

95.7 

95.4 

-6.4 

BUSINESS  FAILURES  (ii/iS) 

341 

434 

1 1.4 

REAL  ESTATE  LOANS  (i  I/13)  billions 

$396,8 

$396.5r 

2.3 

MONEY  SUPPLY,  M2  (i  i/i  i )  billions 

$3,397,6 

$3, 397, Or 

2.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i  i/9) thous 

493 

454 

1.0 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980^100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ad- 
justs dato  on  business  failures  and  real  estate  loons 

MONTHIY  ECONOMIC  INDICATORS 

latest 
month 

Month 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (Oct  )  annual  rote,  thous. 

1,096 

1 ,02  1  r 

6.8 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Oct )  millions 

-S35,977 

-$6,829 

-15.0 

IMPORTS  (Sept  )  millions 

$42,218 

$40,910 

2.2 

EXPORTS  (Sept  )  millions 

$35,428 

$34,380 

9.9 

Sources:  Commerce  Dept ,  Treasury  Dept. 

M0NE1ARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (ii/ii) 

$884,9 

$883  8r 

7.9 

BANKS'  BUSINESS  LOANS  (11/13) 

295  6 

296, 3r 

-9.1 

FREE  RESERVES  (11/13) 

802r 

962r 

10.6 

NONFINANCIAL  COMMERCIAL  PAPER  (11/13) 

135.1 

135  6 

-1 1.4 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions). 

free  reserves,  w 

hich  are  expressed  for  a 

MONEY  MARKET  RATES 

Lolcst 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (11/25) 

4.89% 

4.78% 

7.56% 

PRIME  (1 1/26) 

7,50 

7.50 

10,00 

COMMERCIAL  PAPER  3-MONTH  (11/25) 

4  94 

4  97 

8,06 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/26) 

4  87 

4.92 

8  23 

EURODOLLAR  3-MONTH  (11/23) 

4  90 

4.98 

8.03 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  ^Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3^  Free  market  value     NA^Not  ovailoble     r=  revised     NM  =  Not  meaningful 
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Turn  your  excess  inventory  into 
a  substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 


Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can  mean 
a  generous  TAX  WRITE  OFF  for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 

P.O.  Box  3021,  Glen  EUyn,  IL  60138  FAX  (708)  690-0565 
Excess  inventory  today... student  opportunity  tomorrow 


4A-CA 


FOR  RESERVATIONS.  CALL  1-800-424-2900 

4B-CA 


Guest  Quarters 

SUITE  HOTELS 

first-Class  Service,  with  The  room  to  enjoy  it. 

4C-CA 


'<k>lumbia's  Marketing  Program  was  so  good,  our  C.E.O.  decided  to  go. 


1992  Marketing  Programs: 

at  Arden  House,  Columbia's  mountain- 
top  retreat,  unless  otherwise  noted. 

Marketing  Management 

March  1-6 
Apnl  12-17 

June  1-5  (Lake  Como,  Italy) 
July  26-31 

September  27-October  2 
November  1-6  (Santa  Barbara.CA) 
December  6-11 

Sales  Management 

March  1-6,  May  3-8, 
November  29-December  4 

Market  Analysis  for 
Competitive  Advantage 

April  5-10 

Creating  the 
Customer-Oriented  Firm 

March  29-Aprll  3 


COLUMBU  Business  School 

t     EXECITI\E  PROGRAMS 


For  a  catalogue  of  these  and  other 
programs,  return  the  coupon  or  call 
(212)  854-3395  ext.  3  70. 


Tom  Mc.\ndrews.  C.O.O.,  Mannington  Mills  —  a  26-year  veteran  with  DuPont  where  he 
marketed  the  stunningly  successful  Stainmaster  Carpet  line  —  on  ^  hy  he  sends  key 
managers  to  Columbia's  Marketing  Management  Program: 

Early  in  my  career  with  DuPont.  I  went  to  Columbia's  Marketing  Management 
program.  Several  years  later.  I  took  the  4-week  Program  in  International  Management. 
I  learned  a  tremendous  amount.  But  three  important  lessons  stand  out: 

'First,  understand  your  customers  —  invoh  e  e\"er\"one  in  meeting  their  needs.  That 
notion  made  Stainmaster  Carpet  a  success.  It's  doing  the  same  for  Mannington  Gold 
Resilient  Floors  —  a  product  that  focused  on  customer  needs  ever>'  step  of  the  way  — 
from  market  research  and  R&D.  to  design  and  manufacturing  to  sales  and  an 
unmatched  warranr\'. 

"Second,  marketing  is  really  another  word  for  teamwork:  resoK'ing  conflicts  and 
making  sure  e\'er\'one  is  pulling  toward  the  same  goal.  That's  v.-hy  '^'e  don't  just  send 
our  marketing  people  to  the  Program.  We  also  send  directors  of  manufacmring  and 
regional  sales  managers.  Our  \'.P.  of  Information  Systems  will  be  attending. 

"Third,  leaders  are  teachers.  So.  to  stay  up-to-date,  division  presidents  at  Mannington 
go  to  Columbia,  too.  Even  my  boss.  C.E.O.  Scott  Smith  (a  Stanford  grad)  attended. 
He  ga\"e  the  Program  ra\"e  re\"ie^  s." 

COLUMBIA    E  X  E  C  U  T  I  \'  E  PROGRAMS 

324  Uris  Hall.  Columbia  University. 
Dept.  370.  New  York.  NT  10027  Fa.\  (212)  316-1473 


Company, 


-Z.p_ 
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THE  QUALITY  ISSUE: 
A  QUALITY  JOB 


Congratulations  on  "The  Quality  Im- 
perative" (Special  Issue,  Oct.  25).  It 
deserves  recognition  as  a  distinguished 
public  service  and  establishes  a  new 
benchmark  for  journalistic  presentation 
of  this  subject. 

My  "dueling"  with  W.  Edwards  Dem- 
ing  consists  mainly  of  editorial  efferves- 
cence. We  have  followed  different  career 
paths,  but  they  have  inter- 
sected in  the  field  of  man- 
aging for  quality. 

Our  area  of  agreement 
is  much  greater  than  our 
area  of  difference.  These 
differences  have  not  dis- 
turbed a  friendship  and 
mutual  respect  dating 
back  to  World  War  II. 

J.  M.  Juran 
Chairman  Emeritus 
Juran  Institute  Inc. 
Wilton,  Conn. 


USINESS  WEEK  has  hit 


'the  jackpot!  Quality,  in  its  modern 
conception  of  an  all-encompassing  attri- 
bute, is  obviously  the  most  important 
subject  related  to  business  activity  and 
competitiveness. 

Robert  H.  van  Ligten 
Waterford,  Mich. 

Regarding  your  assertions  about 
"archrivals"  W.  Edwards  Deming 
and  J.  M.  Juran,  Deming's  approach  (sta- 
tistical process  control)  must  be  used  to 
solve  a  variety  of  complex  (and  not-so- 
complex)  problems. 

Juran's  approaches  to  team-based  pro- 
cess improvement  and  quality  planning 
rely  on  four  pillars,  namely:  project  man- 
agement, a  structured  approach  to  prob- 
lem-solving, use  of  simple  process-im- 
provement tools  (process-mapping,  etc.), 
and  an  infrastructure  designed  to  sup- 
port and  manage  project-by-project  im- 
provement. These  are  not  opposing  ap- 
proaches. True,  Juran's  approach  is 
easier  to  understand.  But — and  this  is  a 
big  but — without  the  methodology  Dem- 
ing prescribes,  many  manufacturing 
problems  cannot  be  corrected  or  solved. 


The  Deming  approach,  coupled  with 
project-by-project  quality  improvement 
(an  element  of  the  Juran  approach),  is 
the  only  way  to  solve  the  bulk  of  chronic 
quality  problems. 

Edward  E.  Emanuel 
Chairman 
Quality  Alert  Group 
New  York 

When  I  read  the  names  of  R.  A. 
Fisher  and  Walter  Shewhart,  I  re- 
alized how  well  you  had  done  your 
homework.  These  people 
are  almost  unknown  to 
the  present  generation, 
but  their  books  helped 
lead  me  through  the  hur- 
dles of  statistical  analysis 
almost  50  years  ago. 

I  was  employed  in  the 
forest-products  industry, 
and  in  1950  I  began  trying 
to  sell  these  ideas,  partic- 
ularly those  of  Shewhart 
and  one  of  his  disciples, 
Eugene  Grant. 

At  first,  I  was  thinking 
only  of  quality  control, 
but  later  I  realized  that  these  ideas 
could  be  applied  just  as  well  to  other 
areas  of  management,  including  control 
of  costs  and  production  rates. 

From  1950  until  my  retirement  in 
1980,  I  tried  without  success  to  get  a 
hearing.  It  is  sad  that  such  vital  con- 
cepts have  not  found  better  acceptance 
in  the  U.  S.  Maybe  your  excellent  arti- 
cles will  help.  I  hope  so. 

Byrne  C.  Manson 
Bellevue,  Wash. 

This  is  a  high-quality  issue — as  usual 
from  BUSINESS  WEEK.  Manufacturing 
is  doing  an  excellent  job  to  improve  qual- 
ity, enabling  it  to  approach  the  stan- 
dards set  by  Japan. 

American  agricultural  efficiency  is  the 
envy  of  the  world.  You  only  touched  on 
the  public  sector — but  it  is  terribly  inef- 
ficient. 

We  lead  the  industrial  world  in  the 
worst  statistics:  homelessness,  prison 
population,  violence,  per  capita  cost  of 
health  care  and  education,  energy  usage 
per  GNP,  etc. 

Fifty  percent  of  the  voting  population 
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The  Daewoo  Camcorder  has  a  lot  to         Daewoo  has  developed  its  own  family  oj 


live  up  to.  Its  cousin  is  a  robot  accurate        consumer  products.  Camcorders  ancliid 


enough  to  pick  up  a  grain  of  sand.  Its  sister        VCRs  that  meet  the  unforgiving  stanijj 
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brought  advanced  technological  equip- 
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Lutomotives,  aerospace,  construction,        Camcorder  is  endowed  with  automatic 


md  trading.  No  wonder  the  Daewoo        white  balance,  iris  control,  8x  zoom 
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Seoul,  Korea.  Fax  number:  02-759-3558. 
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esn't  go  to  the  polls,  because  there  is 
tie  quality  in  the  cumbersome  govern- 
jnt  sector.  Government  is  like  an  in- 
rable  disease:  It  only  gets  worse  with 
e. 

Robert  L.  Tracy 
Lancaster,  Mass. 

t  is  interesting  to  compare  "The  Quali- 
ty Imperative"  with  your  recent  "Val- 
marketing"  message  (Cover  Storv, 
)V.  11). 

The  quality  techniques  you  described 
well  help  businesses  add  real  value 
r  their  customers.  But  promoting  bet- 
r  value  and  adding  guarantees,  800 
mbers,  etc. — in  order  to  influence  per- 
ived  value  artificially — only  increases 
sts. 

Which  way  do  you  think  makes  manu- 
cturers  more  competitive? 

Ed  Heard 
Nashville 

sn't  one  of  Deming's  precepts  that 
quality  programs  must  be  initiated  by 
licymakers  at  the  top  before  real  im- 
ovements  can  be  made  by  the  people 
erating  below? 

If  so,  how  are  any  quality-oriented 
sinesses  going  to  flourish  in  a  nation 
maged  by  a  government  preoccupied 
th  its  own  provincial  politics? 

James  Van  Der  Pool  Grace 
New  York 

HAT  KEPT  EASTERN 

I  THE  AIR  

make  no  apologies  for  exhausting  ev- 
ery possible  alternative  to  keep  East- 
n  Air  Lines  flying  ("Eastern:  The 
ngs  of  greed,"  Top  of  the  News,  Nov. 
).  Independent  industry  observers 
ch  as  Frequent  Flyer  magazine  re- 
rted  in  late  1990  that  Eastern  was  pro- 
ling  the  best  service  of  any  airline  in 
e  country. 

Its  20,000  employees  were  the  most 
dicated  that  I  have  ever  seen  in  my  23 
ars  of  experience  in  the  airline  indus- 
Our  consumers  and  travel  agents 
;re  enthusiastically  endorsing  our  new 
oduct,  as  indicated  by  the  upward 
5nd  lines  that  we  were  experiencing  in 
?tober. 

I  will  admit  that  I  did  not  foresee  the 
ir  in  the  gulf  and  its  devastating  im- 
ct  on  airline  traffic. 
If  anyone  believes  that  the  effort  to 
ep  Eastern  alive  was  not  worthwhile 
id  in  the  public  interest,  I  suggest  that 
'  or  she  talk  to  travelers  in  Atlanta, 
iami,  and  other  Eastern  cities  and  ask 
em  to  compare  the  prices  they  are  pay- 
g  now  for  air  travel  with  prices  when 
istern  was  a  vigorous  competitor  in 
ose  markets. 


Ultimately,  forces  beyond  our  control 
forced  a  shutdown  of  the  carrier.  In 
light  of  current  economic  conditions, 
Eastern's  liquidation  has  been  extraordi- 
narily successful. 

The  only  reason  the  creditors  continue 
to  have  any  prospect  of  a  recovery  is 
because  of  the  fine  work  of  Eastern's 
staff  and  the  dedicated  employees  who 
continue  to  work  long  hours  to  put  the 
best  face  on  this  sad  chapter  of  aviation 
history. 

It  is  most  distressing  to  see  a  maga- 
zine of  the  caliber  of  BU.SINESS  week 
give  voice  to  third-string  "Monday  morn- 
ing quarterbacks"  who  now  attempt 
with  hindsight  to  reinterpret  history. 

Martin  R.  Shugrue 
Trustee 

Eastern  Air  Lines  Inc. 

Miami 

While  the  results  of  Eastern  Air 
Lines'  failed  efforts  to  reorganize 
are  indisputably  unfortunate  in  many  re- 
spects, it  is  irresponsible  to  suggest  that 
Eastern's  bankruptcy  stands  as  an  in- 
dictment of  the  reorganization  process. 
Creditors  had  a  substantial  role  in  the 
decision-making  process,  were  kept  fully 
and  currently  apprised  of  all  the  facts, 
were  instrumental  in  decisions  to  change 
management  and  continue  the  business, 
and  endorsed  all  but  $135  million  of  the 
expenditures. 

Any  accurate  commentary  on  the 
Eastern  bankruptcy  cannot  ignore  the 
hostile  and  senseless  efforts  of  the 
unions  to  destroy  the  business,  the  ex- 
traordinary efforts  by  thousands  of  dedi- 
cated employees  who  braved  the  unions' 
invective  to  rebuild  the  airline,  and  the 
severe  dislocations  suffered  by  the  en- 
tire industry  as  a  result  of  deregulation, 
the  severe  economic  recession,  and  the 
Persian  Gulf  War. 

Bruce  R.  Zirinsky 
Weil,  Gotshal  &  Manges 
New  York 

Editor's  note:  Zirinsky 's  firm  repre- 
sents Eastern. 

WHY  SUBSIDIZE 

THE  FOREIGN  STUDENT?  

It  is  well  known  that  tuition,  even  the 
out-of-state  charges  paid  by  foreign 
students  at  public  universities,  doesn't 
begin  to  pay  the  actual  costs  of  educa- 
tion ("Foreign  students  keep  coming — 
and  keep  spending,"  Economic  Trends, 
Nov.  4). 

At  a  conservative  cost  estimate  of 
more  than  $10,000  a  year,  any  spending 
windfall  is  almost  totally  offset. 

My  answer?  Make  foreign  students 
pay  cost  and  don't  admit  them  at  all  to 


colleges  where  American  students  are 
suffering  from  budget  cuts,  overcrowd- 
ed classrooms,  limited  resources,  or 
eradication  of  programs.  Exchange  pro- 
grams are  one  thing,  but  how  many 
U.  S.  .students  are  studying  in  China? 

John  A.  Hennessy 
Portland,  Ore. 

INVESTORS  WHO'LL  TAKE 

THE  LONG-TERM  VIEW  

*BJow  America  can  get  the  'patient' 
^1  capital  it  needs"  (The  Corporation, 
Oct.  21)  is  a  superb  commentary  on  what 
is  perhaps  the  most  critical  issue  facing 
corporate  managers,  boards  of  directors, 
and  institutional  investors  today. 

Much  of  the  acquisition  and  leveraged 
buyout  activity  of  the  1980s  was  affect- 
ed by  governance-related  matters.  To- 
day, the  subject's  importance  and  rele- 
vance continues  unabated. 

Until  the  U.  S.  business  community 
learns  to  strike  the  correct  balance  be- 
tween short-term  quarterly  performance 
and  long-term  growth  and  stability,  our 
corporations'  global  competitiveness  and 
investment  returns  will  suffer. 

Lester  Pollack 
New  York 

THE  IMPORTANCE  OF 

CORPORATE  INTELLIGENCE  

Regarding  your  story  "Should  the  CL-^ 
start  spying  for  corporate  Ameri- 
ca?" (Government,  Oct.  14),  I  have  met 
with,  consulted  for,  and  taught  thou- 
sands of  competitive  analysts  working 
for  U.  S.  corporations. 

They  are  a  hard-working,  honest  lot. 
Calling  them  "briefcase  snoops"  is  like 
calling  a  reporter  a  "rumormonger." 
Their  work  is  based  on  analysis  derived 
from  searching  data  bases,  government 
documents,  and  hard-won  interviews 
honestly  conducted. 

In  the  past  decade,  U.  S.  companies 
have  finally  realized  they  must  attentive- 
ly watch  their  global  competition,  with 
honesty  and  passion. 

They  recognize  the  job  of  corporate 
intelligence  is  as  important  as  sales  or 
R&D.  The  addition  and  development  of 
intelligence  programs  in  the  corporate 
organizational  structure  is  testimony  to 
that  fact. 

Leonard  M.  Fuld 
President 
Fuld  &  Co. 
Cambridge,  Mass. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Vv'eek,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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It's  Built  To  Last.  The 

ActionLaser  II  will  stand  up  to 
year  after  year  of  heavy  action. 
Its  two-year  warranty  is  the 
longest  of  any  printer  in  its 
class.  On  top  of  that,  you  can 
call  our  800  number  for  free 
technical  support. 
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Introducin 

The  Perfed 
Introduction 
ToLaser 
Printing. 

If  you're  ready  for  your  first  laser  printer,  but  don't  quite  knov 
where  to  begin,  the  new  Epson' ActionLaser  "  II  is  a  ver) 
comfortable  place  to  start. 

It  offers  all  the  practical  features  you'll  need  to  stand  oui 
on  paper  Like  impeccable  print  quality  A  control  panel  thai 
makes  operation  a  snap.  And  the  security  of  a  generous  twO' 
year  warranty.  All  at  a  price  that  makes  laser  printing  more 
affordable  than  ever. 

Oh,  there's  one  more  reason  why  it  makes  perfect  sense  tc 
make  the  ActionLaser  II  your  first  laser  It  comes  from  the  firsi 
name  in  printers.  Epson. 


It's  Easy  To  Use.   Even  if  you've  never  used  a  laser  printer 
before,  you'll  be  up  and  printing  in  no  time.  I  he  user 
manual— written  especially  for  first  time  users— is  clear, 
concise  and  helpful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  software. 


Epson  IS  a  regisiered  irddemark  ol  Seiko  f-pson  (orporation,  ^  It'll  tpson  Amcnca.  lnc..2l>*7U  Madrnna  Ave. 
lorrance.  CA  90509.  For  dealer  referral,  call  800-BUY-EPSON  (HOO  '2ft9-:i776|.  In  Canada,  tall  ■lltS-HHI-9')55, 


It's  Very  Affordable.  The  ActionLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


It's  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing, 
Now  we've  written  the  book  on  buying  your  first  laser.  Read  it  and  gfjj 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 
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THE  BEST  BUSINESS 
BOOKS  OF  1991 


BULLS 

And 


It  was — shall  I  say  it? — not  the  great- 
est year  for  business  books.  Not  that 
there  weren't  plenty  of  them.  The 
recent  success  of  such  titles  as  Barbar- 
ians at  the  Gate  and  Liar's  Poker  sus- 
tained publishers'  enthusiasm  for  busi- 
ness topics.  The  good  news  for  readers 
is  that  the  trend  to  accessible,  anecdotal 
business  books  remained  strong.  But 
many  books  were  disappointing — even 
some  of  the  year's  best  seemed  in  need 
of  a  strong  editor.  With  increasing  fre- 
quency, BUSINESS  week's  review- 
ers complained  of  unnecessary  de- 
tail and  repetitiveness.  Even  in 
this  frustrating  year,  however,  10 
books  stand  out. 

The  Prize:  The  Epic  Quest  for 
Oil,  Motley  and  Power,  by 
energy  consultant  Daniel 
Yergin  (Simon  &  Schuster), 
is  perhaps  the  best  history 
of  oil  ever  written.  Over 
the  course  of  877  pages, 
Yergin  ponders  the  idea  of 
oil  as  power — not  just  physi- 
cal power,  but  also  eco- 
nomic and  hence  political 
power.  The  book's  best 
section  is  a  gripping  ac- 
count of  World  War 
II  as  a  struggle 
fought    for,  and 
with,  oil.  The  analy- 
sis   of    the  oi' 
shocks    of  the 
1970s    and  the 
glut  of  the  1980s 
is   also   well  done. 
While  The  Prize  tells  more 
about  its  subject  than  you 
may  ever  want  to  know,  it 
brings  our  knowledge  of  the 
20th  century — the  Age  of  Oil — 
into  sharper  focus. 

Like  The  Prize,  Ken  Auletta's  Three 
Blind  Mice:  How  the  Networks  Lost 
Their  Way  (Random  House)  tells  its  sto- 
ry in  detail  so  plentiful  it  can  be  over- 
whelming. Starting  in  1984,  the  book  re- 
lates the  takeovers  of  CBS,  NBC,  and  ABC, 
which  took  place  even  as  the  three  were 
being  challenged  by  cable,  VCRs,  and  the 
upstart  Fox  Broadcasting  Co.  It's  a  tour 
de  force  of  reporting:  Virtually  everyone 
who  mattered  talked  to  Auletta,  and  he 
sat  in  on  sales  meetings,  gatherings  of 
network  affiliates,  and  sessions  in  which 
Hollywood  producers  pitched  series. 


In  particular,  the  chapter  in  which 
Laurence  A.  Tisch  closes  his  grip  on  CBS 
is  dynamite.  The  heart  of  the  book, 
though,  is  what  happened  after  the  nets 
changed  hands.  To  varying  degrees,  Au- 
letta frames  these  takeovers  as  a  strug- 
gle between  the  old  guard,  resistant  to 
change  and  blind  to  the  changes  around 
them,  and  the  new  guard,  bean-counters 
ignorant  of  the  TV  business  and  especial- 
ly the  news  business. 

Just  out  and  still  to  be  reviewed  in 
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these  pages,  The  Great  White  Lie:  How 
America's  Hospitals  Betray  Our  Trust 
and  Endcaiger  Our  Lives,  by  Walt  Bog- 
danich  (Simon  &  Schuster),  is  a  terrify- 
ing indictment  of  the  profit  motive  run 
amok  in  the  health  care  system.  The 
book  smashes  the  comforting  icons  of 
Marcus  Welby  and  Doogie  Howser,  re- 
placing them  with  a  vision  of  hospitals 
run  by  ex-cons,  untrained  nurses  in  in- 
tensive-care units,  and  widespread  medi- 


care fraud  by  hospital  administrators 
Bogdanich,  a  writer  for  The  Wal 
Street  Journal,  marshals  examples  oi 
malfeasance  so  extreme  that  at  first 
they're  hard  to  believe,  but  he  balances 
them  with  analysis  drawn  from  moni 
than  15  years  of  reporting  on  the  Indus 
try.  His  book  helps  explain  why  the  U.  S 
■health  care  bill  is  expected  to  balloon  tc 
some  $1  trillion — nearly  15%  of  gross 
national  product — by  the  year  2000. 

The  Patriarch:  The  Rise  and  Fall  Oj 
the  Bingham  Dyiiasty,  by  Susan  EM 
Tifft  and  Alex  S.  Jones  (Summit),  is  th( 
saga  of  the  Binghams  of  Kentucky,  whc 
for  decades  ran  a  regional  media  empin 
headed  by  The  Courier-Journal  anc 
The  Louisville  Times.  In  1986,  they  sole 
out  to  Gannett  Co.,  ostensibly  because 
of  squabbles  among  clan  members  anc 
shareholders.  This  is  the  fourth  book  in- 
spired by  the  dynasty's  self-de- 
struction— and  by  far  the  best. 

The  story  of  the  Bingham  com- 
panies serves  as  a  history  of  the 
newspaper  industry  in  this  centu- 
ry: the  transformation  of  papers 
from  opinionated  sheets 
into  more  objective  report- 
ing operations  in  the  '20s 
and  '30s,  e.Kpansion  into  TV 
in  the  '40s  and  '50s,  and  the 
decline  wrought  by  inflation 
and  lost  ad  revenues  in  the 
'70s  and  '80s.  The  second 
half  of  the  book,  about  the 
power  struggles  among 
the  Bingham  children 
takes  on  a  thriller's 
pace,  climaxing  with 
the  decision  to  sell 
This  is  a  compelling 
account   of  what 
happens  to  a  fam- 
ily company  when 
family  members 
don't  trust  each 
other. 

Perhaps  inevitably,  two  of 
the  year's  best  business  books 
are  recountings  of  financial  ex- 
cess in  the  1980s.  Den  oj 
Thieves  (Simon  &  Schuster)  by 
James  B.  Stewart,  front-page  edi- 
of  The  Wall  Street  Journal,  seems 


i 


tor 

likely  to  become  the  definitive  account  oi 
the  insider-trading  scheme  involving 
Dennis  B.  Levine,  Ivan  F.  Boesky,  and 
Michael  R.  Milken.  It's  not  without 
flaws:  Stewart,  who  apparently  didn't  in 
terview  Levine,  Boesky,  or  Milken 
treats  those  he  did  talk  to — particularly 
the  prosecutors — too  sympathetically 
and  he  tends  to  bury  information  at  odds 
with  his  argument  that  Milken  was  the 
pivotal  figure  in  "the  greatest  criminal 
conspiracy  the  financial  world  has  ever 
known."  Still,  Thieves  offers  a  wealth  of 
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Buy  what  you  want  to  buy 
And  no  bankcard  is  going  to  stop  you  with  a  limit  set  long  ago* 
You  know  what  you  can  afford.  You  just  want  to  be  trusted. 
You're  a  responsible  person.  Most  of  the  time. 


The  Card. 
The  American  Express"  Card. 


NEW  AUD1 100 


MOIORING  PRESS 
DOINGAI8O: 


In  a  surprise  turnaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  ICQ  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BHD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  lOOS  is  priced  at  $29,900.* 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  pka- 
nized  body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  charge 


for  scheduled  maintenance. 


— Kari  Treutter,  Munich 


*  Price  based  on  MSRP  with  manual  trans.,  exchiding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer  for  details. 
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PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


fascinating  minutiae,  especially  about 
the  government's  pressuring  witnesses 
to  give  evidence  against  Milken.  And  it's 
packed  with  scenes  of  high  drama. 

Another  fast-paced  tale  from  the  De- 
cade of  Greed  is  John  Rothchild's  Goirig 
for  Broke:  How  Robert  Campeau 
Bankrupted  the  Retail  Industry,  Jolted 
the  Junk  Bond  Market,  and  Brought 
the  Booming  Eighties  to  a  Crashiyig 
Halt  (Simon  &  Schuster).  It's  an  often 
comical  account  of  how  Campeau  came 
more  or  less  out  of  nowhere,  took  over 
two  of  the  biggest  department  store 
chains  in  the  U.  S. — Allied  Stores  and 
Federated  Department  Stores — and 
drove  them  quickly  into  bankruptcy. 

The  story  is  almost  incredible.  Cam- 
peau, a  self-made  millionaire  in  Canadian 
real  estate,  had  no  retailing  background 
and  virtually  no  cash  to  put  down.  He 
seemed,  moreover,  vain,  contradictory, 
and  unpredictable — inclined  to  disappear 
at  key  moments.  Still,  investment  bank- 
ers and  lawyers  fell  over  themselves  to 
finance  him  and  collect  huge  fees.  They 
even  let  him  borrow  most  of  the  $300 


In  a  yeai'  of  disappointing 
business  books,  even  some  of 
the  best  seem  in  need  of  a 
strong  editor 


million  in  equity  he  had  to  put  up  for 
Allied.  But  for  its  devastating  impact  on 
the  financial  markets  and  the  retailing 
industry,  this  would  be  a  funny  story. 

Excess  is  the  theme,  too,  of  Graef  S 
Crystal's  In  Search  ofE.rcess:  The  Over 
compensation  of  American  Executives 
(Norton),  a  hard-hitting  analysis  of 
what's  wrong  with  executive  pay  in 
America.  For  nearly  20  years,  Crystal 
was  a  top  compensation  consultant, 
striding  into  boardrooms  to  justify  big 
raises  for  chief  executives.  Then  he  be^ 
came  the  leading  critic  of  excessive  pay. 

In  Excess,  he  takes  on  all  the  big  cor 
porate  money-makers.  Drawing  readers 
through  the  exotica  of  a  proxy  state 
ment  like  an  ebullient  safari  guide,  he 
reveals  the  tricks  used  to  obscure  how 
much  chief  executives  stand  to  make.  He 
concludes  by  suggesting  reforms  to 
make  the  game  fair  to  all — shareholders, 
employees,  and  executives. 

Thomas  Geoghegan's  Which  Side  Are 
Y'ou  On^  Trying  to  Be  for  Labor  When 
It's  Flat  on  Its  Back  (Farrar,  Straus  & 
Giroux)  is  a  witty,  often  scathing  medita- 
tion on  the  state  of  the  U.  S.  labor  move- 
ment. A  lawyer  who  has  worked  with 
unions  for  20  years — usually  with  dissi- 
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Do  your  assets  belong  at  J.P  Morgan? 

For  more  than  150  years,  we  have  protected  and  helped 
to  grow  the  wealth  and  holdings  of  privately  held 
companies  and  individuals  who  demand  the  level  of 
trust  found  at  J.P  Morgan. 

The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  the  quality  of  oui"  advice,  and 
the  capital  strength  of  our  firm. 

For  information  on  private  banking  foi"  assets  of 

$5  million  or  more,  contact  George  W  Rowe,  President, 

J.P  Morgan  California,  at  (41.5)0.54-3200. 

Private  Banking  in  California 


J  P  Morgan 

Private  Imiiking  localions  in  New  York,  Wilniiiiglon.  Del..  Palm  Beach. 
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BREITLING 

1884 

Instruments  for  Professionals 


CHRONO  LONGITUDE 
Designed  tor  globe-circling  travellers,  this 
mechanical  seltwindmg  chronograph  permanently 
displays  a  second  timezone  by  an  auxiliary  hour 
hand,  distinct  from  the  local-time  hand,  under 
which  it  can  be  retracted.  Pronounced  legibility  in 
the  dark.  Screw-locked  crown.  Water-resistant  to 
50  m  Rotating  bezel  with  wind  rose. 


Original  Designs  in  Fine  Jewelry 

785  Bridge  Street 
VAIL.  COLORADO  81658 
(303)  476-3322 


dents  or  reform  groups — Geoghegan  ha;- 
written  a  quirky,  highly  personal  book 
He  skewers  everyone,  lambasting  Rea- 
ganomics  and  corporate  executives  foi 
the  layoffs  and  concessions  that  weak- 
ened unionism  in  the  1980s  even  as  h€ 
condemns  autocratic  labor  bosses 
Geoghegan  sometimes  lapses  into 
gloomy  sarcasm,  but  as  he  describes  cli 
ents  who  lost  pensions  to  unscrupulous 
companies  or  lost  limbs  in  unsafe  fac 
tories,  his  compassion  wins  you  over. 

For  American  executives  approachingji 
two  massive,  changing  markets — the  So- 
viet Union  and  China — the  year's  best 
books  include  two  cautionary  tales.  Ir 
his  amusing  Bear  Hunting  with  the  Po 
litburo:  A  Gritty  Fiist-Hand  Accoum 
of  Russia's  Young  Entrepreneurs— 
and  Why  Soviet-Style  Capitalism 
Can't  Work  (Simon  &  Schuster),  A 
Craig  Copetas  writes  that  perestroika 
has  made  trade  more,  not  less,  risky 
That's  because  the  mossbacks  of  the  old 
trade  bureaucracy,  though  corrupt,  oper 
ated  by  an  unspoken  set  of  rules.  The 
new  traders,  just  as  corrui.)t,  play  by  no 
rules  at  all. 

Copetas,  who  worked  in  Moscow  from 
1987  to  1991  as  a  corresi.)ondent  for  Re- 
gardie's,  focuses  on  Volodya  Yakovlev, 
a  Soviet  entrepreneur  with  a  knack  for 
suckering  Westerners.  During  perestroi 
ka 's  glittering  early  years,  a  parade  of 
Americans  fawned  over  Yakovlev.  Near 
ly  all  got  burned,  most  notably  by  Ya- 
kovlev's  refusal  to  recognize  that  a  con- 
tract is  a  contract.  Copetas'  relationship 
with  his  subject  is  troubling — he  worked 
as  an  adviser  for  Yakovlev — but  his  bit- 
ter portrait  of  the  new  Soviet  free-mar 
keters  contains  valuable  lessons. 

In  the  same  vein,  Randall  E.  Stross's 
Bulls  in  the  China  Shop:  And  Other 
Sino-A)ne)ica)i  Business  Encounters 
(Pantheon)  is  an  entertaining  account  of 
American  business  misadventures  in 
China.  Stross,  a  professor  of  internation- 
al business  at  San  Jose  State  University, 
describes  the  difficulties  caused  by  cul- 
tural and  political  differences.  As  in  Co- 
petas' book,  confusion  over  the  signifi- 
cance of  contracts  is  a  key  problem.  And 
again  we  see  U.  S.  executives  so  en- 
thralled with  a  novel  land  that  they  sus- 
pend their  critical  faculties. 

A  tragic  quality  underlies  the  comic 
moments  in  Bulls.  Despite  misunder 
standings,  Stross  notes,  U.  S.  executives 
in  China  have  had  a  profound  political 
impact.  And  since  1989's  Tiananmen 
Square  massacre,  the  Chinese  "most  in- 
fluenced by  American  people  and  ideas" 
have  paid  dearly — losing  jobs,  status, 
and  in  the  case  of  political  refugees, 
their  homeland. 

BY  DEMISE  DEMONG 
Dviiioiig  edits  the  Books  section. 
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NOW  THAT  WE  HAVE  AT&T  LONG  DISTANCE,  YOU  CAN 
SING  YOUR  DAUGHTER  TO  SLEEP  FROM  ACROSS  THE  COUNTRY 
AND  SOUND  LIKE  YOU'RE  JUST  ACROSS  THE  ROOM . 


With  unmatched  quality  and  reliability, 
AT&T  long  distance  can  help  you  feel  closer 
to  your  family,  even  when  you're  far  away 
on  business.  That's  why  we  chose  AT&T  to 
be  our  long  distance  carrier. 
Just  look  for  this  sign  to  make 


I  In -Room 

Long 
Distance 
I  Service 


your  AT&T  Calling  Card,  AT&T  Universal 
Card  or  operator-assisted  calls  at  over  1 300 
Best  Westerns  across  North  America.  It's 
just  one  more  way  we're  taking  the 
worry  out  of  being  away  from  home. 
AS  INDIVIDUAL  AS  AMERICA  ITSELE 


For  reservations,  call  1-800-528-1234  or  your  professional  travel  agent . 


WHOSE 
VARIABLE 
ANNUITY  FUND 
OUTCLASSES 
EVERmnNG 
IN  ITS  CLASS? 


'The  Ag!:rev.i\e  Suxk  DiMsinn  is  one  nl  lisc  mvesimenl  oplions  available  ihmugh  EOL'I  A  EST* .  a  deferred  \ariahle  annuil\  All  rankings  and  data  are  for  penods  ended  y  30  91.  According  lo  Lipp  • 
Anal>  Ileal  Ser\  ices  Int  .the  EQL'I  A  K.ST^  .Aggressive  Stivk  Div  ismn  ranked  #  I  oul  ol  nine  Small  Ci>mpanv  Gnmih  vanahle  annuitv  lunds  U^r  the  period  indicated.  Rir  the  one  vear.  three  vearand  - 
year  peri.>ds.  it  ranked  #  I  oul  ol  2(il.  2(16  and  y.'s  variable  annuitv  equitv  lunds.  respectively.  The  equity  funds  category  is  a  bmad  category  which  includes  funds  with  many  different  ty  pes  of  investtr 
objectives  and  policies.  These  differences  may  affect  relative  perlormance  and  risk.  .According  to  Lipper.  all  funds  are  ranked  on  total  return  ligures  which  are  net  of  separate  account-related  fees; 


You'll  find  some  of  the  best  things  in  lite  among  the  funds  that  back  The  Equitable 's 
variable  annuity  products. 

Our  EQUI-VEST"  Aggressive  Stock  fund,  for  example,  has  recorded  a  total  return  of 
59.50%  since  January— enough  to  make  it  the  number  one  annuity  performer  in  its  class, 
according  to  Lipper  Analytical  Services.  Inc.,  through  the  first  nine  months  of  1991 : 

This  fund  has  also  outperformed  all  variable  annuity  equity  funds  tracked  by  Lipper, 
producing  cumulative  total  returns  of  86.27%  for  one  year,  134. 19%  tor  three  years  and 
151.22%  over  five  years . 

Its  average  annual  return  has  been  19.68%  since  inception,  16.86%  over  the  past  five 
years,  27.89%  during  the  past  three  years  and  72.27%  for  the  one-year  period. 

Solid  investment  performance  takes  know-how.  The  Equitable  has  it.  The  Equitable 
Capital  Management  professionals  who  manage  this  top-rated  fund,  as  well  as  an  array  of 
others  created^by  The  Equitable  to  satisfy  a  wide  range  of  our  customers'  investment 
objectives,  average  over  17  years  of  experience. 

To  learn  more  about  the  strength  in  The  Equitable "s  numbers,  write  to  Richard  H. 
Jenrette,  Chairman  and  CEO,  or  fcseph  J.  Melone,  President  and  COO,  at  The  Equitable, 
787  Seventh  Ave.,  Dept.  A,  New  York,  NY  10019. 

For  more  mformauon.  about  EQUI-VEST' .  nuiiiding  charges  ami  expenses,  ohram  a  prospectus  from  your  Equitable  Agent  and  read  it 
carefully  before  you  invest.  Past  performance  is  not  an  estimate  or  indication  of  future  results . 

THE 


EQUITABLE 

STRENGTH  IN  NUMBERS 


;r  survey  is  based  on  performance  data  which  do  not  mclude  the  cllcct  ol  sales  charges  Ibtal  returns  are  historical  and  mclude  change  m  unit  value  and  remvestment  of  investment  income  Returns 
:ipal  will  vary,  and  units  may  be  v^orth  more  or  less  than  their  original  value  when  redeemed.  '  'The  Aggressive  St.xk  Div  ision  commenced  operations  on  May  I .  IMX4  Average  annual  returns 
I  separate  account  charges,  as  well  as  the  effect  of  the  annual  administrative  charge  and  a  maximum  contingent  delerred  sales  charge  of  6%. 

(g)  1991  The  Equitable  Lite  Assurance  Society  of  the  United  States.  NY.  NY  10019. 


Economic  Viewpoint 


A  TAX  CUT  MAY  QUICKEN  PULSES, 
BUT  IT  WON'T  HELP  THE  ECONOMY 


BY  ALAN  S  BLINDER 


Breaking  the  1990 
budget  agreement 
might  well  send  the 
bond  market  into 
a  tizzy,  thus 
canceling  whatever 
benefits  lower 
taxes  would  bring 


AlAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


Should  taxes  be  cut  to  revive  the  co- 
matose recovery?  In  a  weak  economy 
such  as  the  one  we  have  today,  fiscal  ac- 
tion would  normally  be  appropriate.  But  not 
here  and  not  now.  Congress  is  best  advised  to 
close  the  Pandora's  box  of  tax-cutting  plans 
quickly,  before  too  many  undesirables  get  out. 
This  is  a  conclusion  I  come  to  reluctantly.  It 
would  certainly  not  have  been  my  view  a 
decade  ago  in  a  similarly  stalled  recovery,  and 
I  hope  it  will  not  be  my  view  a  decade  from 
now.  But  after  the  unseemly  budget  spectacles 
of  the  past  10  years,  it  seems  best  to  keep  the 
fiscal  arm  tied  tightly  behind  our  backs  for 
now. 

In  thinking  through  the  merits  and  demerits 
of  the  myriad  tax-cut  proposals  currently  ele- 
vating political  pulses,  we  must  distinguish 
between  tax  cuts  that  are  balanced  by  equal 
tax  increases  and  those  that  are  not. 

A  plan  in  the  first  category  is  permissible 
under  the  1990  budget  agreement.  But  it 
would  not  provide  a  wake-up  call  for  the  econ- 
omy and  so  should  not  be  marketed  as  Geritol 
for  an  anemic  recovery.  In  a  balanced-budget 
package,  the  tax-cut  component  would  be  a 
stimulant,  but  the  tax  hike  would  be  a  de- 
pressant of  roughly  equal  magnitude.  Recent 
history  provides  a  case  for  raising  taxes  on  the 
rich  in  order  to  lower  them  on  the  poor  and 
middle  class.  But  that  case  rests  squarely  on 
grounds  of  social  justice,  not  fiscal  stimulus. 
HISTORY  LESSON.  Then  why  not  support  a  sim- 
ple redistriliutive  tax  package  right  now?  I 
answer  with  another  question:  Who  in  Amer- 
ica believes  that  our  current  President  and 
Congress  can,  in  an  election  year,  craft  a  fine- 
ly balanced  bill  that  will  deftly  redistribute 
the  tax  burden  without  disturbing  the  fiscal 
balance?  At  other  times  and  other  places,  I 
would  be  in  favor  of  such  a  proposal.  But  not 
here  and  not  now. 

But  what  about  unbalanced  tax  cuts  that, 
while  they  bust  the  1990  budget  agi-eement, 
can  at  least  be  expected  to  give  the  economy  a 
boost?  Should  we  enact  one?  My  answer,  once 
again,  is  not  here  and  not  now. 

First,  we  should  not  ignore  the  possibility 
that  the  recovery  will  pick  up  steam  of  its 
own  accord,  rendering  any  new  fiscal  stimulus 
not  just  unnecessary  but  counterproductive 
This  scenario  looked  far  more  likely  a  few 
months  ago  than  it  does  today.  But  history 
teaches  that  recoveries  sometimes  pause  be- 
fore resuming  their  upward  climb. 

Second,  tax  cuts  might  not  even  work  in 
the  current  environment,  in  which  fiscal  pro- 
nouncements are  routinely  disbelieved.  Sup- 
pose a  relatively  small  tax  reduction— and  the 
huge  budget  deficit  precludes  more— induces  a 


relatively  large  adverse  reaction  in  the  bond 
market.  Then,  rising  interest  rates  might  can 
eel  out  any  stimulus  from  the  tax  cut,  leaving 
the  deficit  larger  and  the  economy  no  better 
off.  This  "Wall  Street  view"  of  fiscal  stimulust 
is  one  I  have  often  denigrated  in  the  past 
The  historical  evidence  is  certainly  against  it. 
But  it  sounds  eerily  plausible  today. 

As  part  of  the  soiry  legacy  of  the  1980s,  the] 
bond  market  seems  to  have  contracted 
chronic  case  of  the  federal-budget  jitters.  ThisI 
ailment  was  not  cured  by  the  five-year  budget! 
agreement  of  October,  1990,  which,  despite 
its  bad  press,  was  a  big  improvement  overi 
its  predecessors.  By  remaining  intact  for  a 
full  14  months,  the  agreement  has  already 
outlived  the  life  expectancy  predicted  by  the 
skeptics.  Abrogating  it  now  would  destroy] 
whatever  meager  fiscal  credibility  remains 
and  might  even  send  the  bond  market  into] 
a  tizzy. 

MORE  SPUTTERING?  Third,  in  deciding  what^' 
to  do  today,  we  must  not  lose  sight  of  tomor-j 
row.  America's  long-run  problem  is  too  little! 
investment,  not  too  much.  A  fiscal  expansion 
that  raises  the  deficit  and  interest  rates  is 
hostile  to  investment  and  therefore  exacer- 
bates the  long-run  problem.  By  contrast,  a 
pick  up  in  monetary  expansion  that  lowers 
interest  rates  and  promotes  investment  takes 
a  step  in  the  right  long-run  direction. 

As  we  know,  there  has  been  a  long-run- 
ning debate  within  the  Federal  Reserve  Bank 
over  how  hard  to  push  the  economy.  So  far, 
the  Fed's  performance  has  been  good,  if  a  bit 
timid.  But  if  fiscal  policy  assumes  the  burden 
of  supporting  the  recovery,  the  pressure  will 
be  taken  off  the  Fed.  I  think  we  should  keep  it 
on.  Central  bankers  perform  better  when  they 
are  sweating. 

Some  economists  would  push  this  last  ar- 
gument even  further.  Many  believe  that  the 
Fed  tries  to  use  its  control  over  short-term  in- 
terest rates  to  steer  the  economy  along  a  tar- 
get growth  path  for  gi'oss  national  product.  If 
this  view  is  correct,  then  any  additional  for- 
ward momentum  ft'om  fiscal  policy  will  be  au- 
tomatically and  fully  offset  by  a  throttling 
back  of  monetary  policy.  Such  a  shift  of  the 
poHcy  mix  toward  bigger  deficits  and  tighter 
money  is  precisely  what  Reaganomics  gave 
us  in  the  early  1980s.  We  do  not  need  another 
dose  now.  ! 

One  question  remains:  If  fiscal  stimulus  is 
not  applied  and  the  recovery  continues  tO! 
sputter,  then  what?  The  answer  is  implicit  in' 
what  I  have  already  said.  Chairman  Greenspan 
&  Co.,  the  country  is  relj-ing  on  you.  Please  do 
your  duty.  We  have  a  long  way  to  go  before 
the  federal  funds  rate  hits  zero. 
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BY  GENE  KORETZ 


THE  ECONOMIC 

TEA  LEAVES  SAY  BUSH 

COULD  LOSE  IN  '92... 


With  the  Presidential  election  less 
than  a  year  away,  a  growing 
number  of  economists  are  dabbling  in 
polimetrics,  the  arcane  science  of  calcu- 
lating how  economic  factors  influence 
voter  behavior.  True  believers  assert 
that  it  is  not  a  President's  public  image 
or  statements  that  determine  whether 
he  (or  his  party)  remains  in  the  White 
House,  but  the  state  of  the  economy  in 
the  period  before  the  election. 

Not  surprisingly,  the  current  polimet- 
ric  omens  are  hardly  propitious  for  a 
Bush  victory.  Economists  at  Merrill 
Lynch  &  Co.,  for  example,  note  that 


WILL  RISING  TAXES 
SINK  BUSH  NEXT  YEAR? 


CHANGE  IN  PERSONAL 
TAX  RATE  SINCE  PREVIOUS 
PRESIDENTIAL  ElEQION* 

■  PARTY  IN  WHITE  HOUSE  LOSES 

■  PARTY  IN  WHITE  HOUSE  WINS 
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during  the  first  three  years  of  the  Bush 
Administration,  real  aftertax  income 
grew  less  than  1%  a  year.  "Except  for 
the  demobilization  period  after  World 
War  II,"  they  observe,  "that  is  the  worst 
record  since  the  Hoovei'  Administration." 
In  the  entii-e  postwar  period,  no  Presi- 
dent or  his  party  has  ever  been  reelect- 
ed when  real  disposable  income  grew 
less  than  3.8%  in  the  12  months  prior  to 
the  election. 

Economist  Stephen  S.  Roach  of  Mor- 
gan Stanley  &  Co.  believes  Presidential 
elections  are  heavily  influenced  by  recent 
changes  in  income  tax  rates  (which,  of 
course,  affect  the  growth  rate  of  dispos- 
able income).  A  rise  in  the  average  rate 
between  Presidential  elections,  he  says, 
"is  almost  always  followed  by  a  change 
of  party  in  the  White  House." 

Roach  calculates  that  the  current 
rate— based  on  federal,  state,  and  local 
income  taxes— is  more  than  one-third  of 
a  percentage  point  higher  than  it  was  in 


late  1988  (chart).  Further,  he  notes  that 
rising  state  and  local  rates  and  changes 
in  the  federal  tax  code,  such  as  phasing 
out  the  personal  exemptions  at  upper-in- 
come levels,  imply  that  the  tax  take  will 
move  higher  over  the  next  year. 

The  catch  to  these  auguries  of  doom 
for  Bush,  of  course,  is  that  the  econom- 
ic outlook  may  well  brighten  significant- 
ly by  next  November.  Indeed,  research 
by  Ray  C.  Fair  of  Yale  University  indi- 
cates that  it  is  the  real  growth  rate  of 
per-capita  gross  national  product  in  the 
nine  months  before  a  Presidential  elec- 
tion that  determines  the  result. 

Fair's  econometric  model  predicts  the 
percentage  tally  of  votes  in  all  Presi- 
dential elections  since  1916  with  an  av- 
erage margin  of  error  of  only  three  per- 
centage points.  It  indicates  that  Bush 
should  win  handily  if  real  GNP  rises  by 
at  least  3.5%  ne.xt  year,  but  would  face  a 
close  election  if  economic  growth  is  close 
to  zero.  "The  biggest  threat  to  Bush 
would  be  a  protracted  double-dip  in 
1992,"  says  Fair. 

All  of  which  suggests  that  the  Re- 
publicans will  opt  for  fiscal  stimulus  if 
the  economy  doesn't  revive  by  yearend. 
And  if  they  do,  they'i'e  unlikely  to  get 
much  resistance  from  Congi'ess,  because 
history  suggests  that  flagging  economic 
conditions  also  I'aise  the  risk  of  defeat 
for  all  incumbent  legislators,  be  they 
Democrats  or  Republicans. 


...BUT  A  BULL 
MARKET  WOULD  GIVE 
HIM  A  BOOST 


While  economists  are  pondering  the 
relationship  between  politics  and 
economic  trends.  Wall  Street  and  in- 
vestors, shaken  by  the  market's  recent 
pullback,  are  wondering  what  the  elec- 
tion year  holds  for  equities.  Judging  by 
past  trends,  the  omens  are  positive. 
Wrights  Investors'  Service  has  looked 
at  the  record  and  reports  that  the  stock 
market  has  risen  14.8%  on  average  in 
the  22  Presidential-election  years  since 
19(X),  and  20.4%  in  years  when  Republi- 
cans were  incumbents. 

How  does  the  market's  performance 
affect  election  results?  Starting  with 
1888,  Louise  Yamada  of  Smith  Barney, 
Harris  Upham  &  Co.  has  analyzed  26 
consecutive  Presidential-election  years. 
In  12  of  the  15  instances  in  which  the 
party  in  the  White  House  remained  in 
power,  she  reports,  the  market  rose  be- 
tween the  start  of  the  year  and  elec- 
tion eve.  By  contrast,  stocks  were  down 
in  5  of  the  11  times  that  a  new  party 
captured  the  Presidency.  Moreover,  in  7 
of  those  11  instances,  the  market  also 


declined  during  the  post-election  year 
If  all  of  this  seems  to  imply  that  Wal 
Street  should  be  rooting  for  Bush,  con 
sider  this:  In  7  of  the  10  times  an  in 
cumbent  Presjdent  was  reelected,  th( 
market  was  down  in  the  following  year 


AN  INVENTORY  PILEUP 
PROMISES  TO 
MAKE  WAVES  OVERSEAS  M 
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An  emerging  inventory  correctiorl 
signals  troubles  for  America's  trad 
ing  partners.  To  be  sure,  the  latest  cut 
backs  in  U.  S.  industrial  production  anc 
factory  employment  indicate  that  overlj 
optimistic  domestic  producers  contribut 
ed  to  a  minisurge  in  stocks.  Bui 
economist  Richard  B.  Berner  of  Salomor 
Brothers  Inc.  thinks  exporters  to  th 
U.  S.  may  be  taking  a  bigger  hit. 

Berner  notes  that  between  the  firs 
and  third  quarters,  real  merchandise  im 
ports  jumped  l)y  some  $58  billion,  doubl 
the  rise  in  domestic  final  demand.  "Th 
parallel  upswing  in  inventories,  espe 
cially  at  wholesalers  and  retailers.!|jli£ 
strongly  suggests  that  a  major  portion  oi: 
those  stocks  went  into  imports,"  he  says 
The  upshot,  says  Berner,  is  that  im 
ports  are  likely  to  slow  significantly  in^ 
the  months  ahead,  as  wholesalers  am 
retailers  try  to  bring  inventories  in  lin 
with  demand.  And  while  that  will  hel 
the  trade  balance  for  a  while,  it  wil 
also  add  to  the  problems  of  sluggis 
economies  overseas. 


GLOBAL  SLOWDOWN: 
EVEN  GERMANY  AND 
JAPAN  ARE  TAKING  HITS 


Just  how  badly  are  overseas  econ 
omies  faring?  The  Conference  Board  „ 
reports  that  its  "international  economic^  i 
scoreboai-d"  for  November  indicates  that  ' 
leading  indexes  of  the  major  industrial 
nations  have  stopped  rising— raising  the 
risks  of  a  .global  recession.  And  interna- 
tional economist  William  Sterling  of  Mer- 
rill Lynch  notes  that  since  last  spring, 
total  industrial  output  of  the  Group  of 
Seven  nations  has  been  declining  from 
its  year-earlier  level. 

Meanwhile,  the  economy  of  western 
Germany  contracted  at  a  2%  annual  rate 
in  the  second  quarter,  and  the  Japan 
Center  for  Economic  Research  says  that 
the  Japanese  economy  will  post  a  1.5% 
annual  drop  in  the  third  quarter.  "The 
global  picture,"  says  Sterling,  "is  in- 
creasingly that  of  a  'single  scoop'  reces- 
sion, led  by  the  Anglo-Saxon  nations 
and  now  joined  by  Japan  and  Ger-many.' 


itfas 


24  BUSINESS  WEEK/DECEMBER  9,  1991 


ECONOMIC  TREN( 


When  it  comes  to  managing  personal 
taances,  new  Mcrosoft  Money  can  keep 
virtually  anyone  out  of  the  doghouse. 
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For  most  people, 
managing  personal  fi- 
nances usually  falls  in 
the  categor  y  of  dog  aw- 
ful. Which  is  precisely 
why  Don  Schulze,  pro- 
prietor of  "Shultzy's" 
;ausage  shop,  started  using  new  Microsoft" 
vioney  for  Windows."  Because  when  it  comes 
0  keeping  track  of  finances,  Money  makes 
t  fast.  Not  to  mention  easy 

And  since  you  can  view  things  by 
jxpense  type,  you'll  easily  see  where  your 


Money  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


money  is  going.  Which  means  that  now  all 
of  your  accounts— checking,  savings,  loans, 
credit  cards,  etc.— become  manageable. 

Furthermore,  Money  is  Windows- 
based,  so  it  works  less  like  a  computer  and 
more  like  you.  Take  our  checkbook  meta- 
phor as  an  example:  it  not  only  works  like  a 
regular  checkbook,  it  looks  like  one,  too. 

Right  now  get  a  $5*  check  in  the  box. 
Call  (800)  541-1261,  Department  T50.  And 
take  the  bite  out  of  managing  your  finances. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


rS  BEGINNING  TO  LOOK 
i  LOT  LIKE  DOUBLE-DIP 


INSUMERS  LOSE  ALL 
OPE  FOR  RECOVERY 
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DATA;  CONFERENCE  BOARD 


fis  the  season  to  be  jolly — unless  you're  a  retailer. 
In  that  case,  you  might  be  scared  stiff,  worrying 
whether  consumers  are  going  to  be  in  a  spending 
)od  as  Christmas  shopping  shifts  into  high  gear.  Based 
many  of  the  early  indications  for  November,  store 
'ners  have  good  reason  to  fret. 
New  filings  for  unemployment  benefits  are  rising,  and 
fisumer  confidence  has  fallen  to  recession  levels 
lart).  Because  household  spending  this  year  has  risen 
ice  as  fast  as  incomes,  consumers  began  the  fourth 
arter  with  the  lowest  savings — and  the  highest  debt — 
any  comparable  period  in  past  recoveries.  Worse  still, 
i  tax  bite  on  consumers  has  risen  to  a  postwar  record. 

Some  of  the  lowest  interest 
rates  in  more  than  a  decade 
should  be  a  boon  to  consumer 
finances,  but  many  key  borrow- 
ing rates  for  households  have 
not  come  down  as  much  as  the 
Federal  Reserve's  easing  of 
monetary  policy  would  imply. 
Aside  from  falling  mortgage 
rates,  which  are  helping  hous- 
ing, lower  rates  have  not  been 
much  of  a  tonic  for  demand. 
In  fact,  the  sharp  drop  in  interest  rates  may  be  hurt- 
l  consumers  more  than  helping.  Households  earn  six 
les  as  much  interest  as  they  pay,  and  interest  income 
in  its  steepest  annual  slide  in  the  postwar  era.  Older 
ople,  who  save  more,  are  being  hit  especially  hard. 

\  GOOD  Add  to  all  this  the  perception  that  Wash- 
lOB  IS  ington  is  long  on  rhetoric  and  short  on 

lARDER  solutions,  and  it  is  no  wonder  that  con- 
rO  FIND  sumers  have  lost  all  faith  in  the  recovery, 
le  Conference  Board's  index  of  consumer  confidence  is 
a  free-fall.  In  November,  it  tumbled  9  points,  to  50.6, 
ter  plunging  13  points  in  October.  Confidence  is  now 
low  the  low  point  during  the  Persian  Gulf  war.  In  fact, 
nfidence  now  stands  at  an  11-year  low,  surpassing 
en  the  worst  reading  of  the  1981-82  recession. 
Consumers  expressed  increasing  concern  in  November 
out  both  their  present  situations  and  their  expecta- 
ms  for  the  next  six  months.  Also,  the  gloom  spread 
ross  all  regions,  age  groups,  and  income  levels.  Ac- 
rding  to  the  Conference  Board,  the  pattern  during  the 
st  two  months  is  "the  classical  profile  of  recession." 
Consumers  also  scaled  back  their  buying  plans  in  No- 
mber,  a  survey  result  that  was  supported  by  the  latest 
op  in  car  sales.  Domestically  made  cars  sold  at  an 


annual  rate  of  5.9  million  in  mid-November,  after  slump- 
ing to  a  5.7  million  pace  early  in  the  month,  which  was 
down  from  6  million  for  all  of  October.  That  suggests 
more  cuts  in  auto  production  this  winter,  which  would 
further  depress  overall  industrial  output. 

The  main  reason  consumers  are  so  downbeat  is  the 
drab  employment  picture.  The  board  reports  that  pessi- 
mists are  outnumbering  optimists  on  the  job  outlook  by 
an  increasingly  wide  margin.  In  November,  47.9%  of 
those  surveyed  said  that  jobs  were  "hard  to  get."  That 
was  a  big  rise  from  43.5%  in  October. 

Consumers'  job  worries  are 
rooted  in  reality.  Excluding  the 
growth  in  health  care  jobs,  em- 
ployment has  barely  risen  since 
April.  And  now,  jobless  claims 
are  climbing  again,  after  falling 
in  the  spring  and  summer. 

The  speed  of  the  rise  is  omi- 
nous. Claims  jumped  by  39,000 
in  the  week  ended  Nov.  9,  to  an 
annual  rate  of  493,000,  after 
climbing  by  33,000  in  the  week 
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before.  Filings  are  the  highest  in  seven  months  (chart). 

Since  claims  are  volatile  from  week  to  week — and 
usually  fall  during  holiday  weeks — the  four-week  mov- 
ing average  is  a  better  indicator.  It  stood  at  444,000  on 
Nov.  9.  In  the  past,  an  average  of  near  500,000  has  been 
a  clear  sign  of  recession.  The  jump  so  far,  however,  has 
been  large  enough  to  suggest  that  payroll  employment 
in  November  is  likely  to  post  a  drop  when  the  Labor 
Dept.  reports  the  month's  job  numbers  on  Dec.  6. 

If  so,  the  Fed  may  have  to  consider  easing  policy  yet 
again,  especially  since  the  economy  looks  increasingly  as 
if  it  is  sliding  back  into  recession.  The  Fed  has  cut  the 
federal  funds  rate  13  times  since  mid-1990,  and  a  further 
chop  before  yearend  cannot  be  ruled  out.  Another  cut  in 
the  discount  rate  may  come  this  winter  as  well. 

HIGHER  On  top  of  worries  about  jobs  and  in- 
TAXESARE  comes,  consumers  are  also  saddled  with 
DRAINING  higher  taxes.  So  far  in  1991,  taxes — feder- 
INCOMES  state,  local,  and  social  security — have 

risen  to  a  record  20%  of  personal  income.  And  that 
excludes  property  and  sales  taxes.  The  tax  bite  declined 
in  all  previous  recessions,  but  this  time  it  has  risen. 

The  same  pattern  is  true  for  the  economy  as  a  whole. 
During  the  first  three  quarters  of  the  year,  all  revenues 
received  by  federal,  state,  and  local  governments — ex- 
cluding federal  grants  to  states — rose  to  a  record  32.7% 
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of  gross  national  product  (chart),  up  from  32.59(  in  1990 
and  32.4%  in  1989.  Each  rise  of  0.1%  increases  the  econo- 
my's tax  burden  by  some  $6  billion. 

During  the  1981-82  recession,  the  tax  bite  shrank  by 
nearly  a  full  percentage  point.  Ironically,  the  huge  bud- 
get deficit  that  arose  from  that  tax  cut  is  now  paralyzing 
any  effort  to  stimulate  the  economy  through  fiscal  poli- 
cy. The  deficit  as  a  percentage  of  GNP  in  1992  is  destined 
to  balloon  back  toward  the  record  6.3%  hit  in  1983. 


HOME  SALES 
HEAD  UP 
FROM  THE 
BASEMEHT 


Despite  their  burdens  and  their  sour 
mood,  consumers  are  showing  some  re- 
newed interest  in  home-buying.  Sales  of 
existing  houses  increased  1%  in  October, 
to  an  annual  rate  of  3.15  million.  Even  though  sales  in 
the  economically  depressed  Northeast  continued  to  fall 
for  the  third  month  in  a  row,  resales  in  the  Midwest, 
South,  and  West  all  increased  in  October. 

The  gain  in  existing-honie 
sales  suggests  that  lower  inter- 
est rates  are  finally  having  an 
effect.  It  actually  may  have 
been  the  small  rise  in  rates  at 
the  end  of  October,  however, 
that  pushed  people  into  buying 
houses  during  the  month,  rath- 
er than  waiting. 

The  average  rate  on  a  30-year 
fixed  mortgage  hit  8.89%  in  mid- 
October  and  then  bounced  back 
to  9%  by  the  end  of  the  month — the  result  of  tax-cut  talk 
in  Washington  that  pushed  up  all  long-term  rates.  Faced 
with  uncertainty  about  the  future  direction  of  rates, 
consumers  in  October  may  have  decided  to  take  advan- 
tage of  the  lowest  mortgage  rates  in  14  years. 

By  mid-November,  however,  rates  had  resumed  fall- 
ing, to  8.74%  by  the  week  of  Nov.  22  (chart).  While  lower 
rates  have  made  home-buying  more  affordable,  the  steep 
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November  fall  in  confidence  suggests  that  fewer  con- 
sumers may  have  entered  the  housing  market. 

Builders  are  feeling  the  effects  of  consumer  caution, 
and  their  pessimism  may  signal  that  the  housing  indus- 
try is  not  out  of  the  woods  yet.  A  National  Association 
of  Home  Builders  survey  suggests  that  sales  of  new 
single-family  houses  were  lackluster  in  both  October  and 
November.  And  39%  of  NAHB  members  say  prospects 
are  "poor"  for  new-home  sales  over  the  next  six  months. 
That's  a  big  jump  from  the  W/c  in  October. 

The  NAHB  report  also  said 
that  buyer  traffic  slowed  in  No- 
vember. Even  so,  the  steady  up- 
turn in  contracts  for  new  hous- 
ing suggests  that  some  builders 
are  going  ahead  with  projects. 

New  contracts  for  all  con- 
struction rose  9.2%  in  October, 
to  an  annual  rate  of  $247.4  bil- 
lion, according  to  the  F.  W. 
Dodge  Div.  of  McGraw-Hill  Inc. 
Residential  contracts  increased 
3.1% — the  seventh  gain  in  nine  months.  Housing  con- 
tracts are  16.5%  higher  than  a  year  ago. 

Demand  for  nonresidential  buildings  jumped  almost 
20%,  but  that  followed  a  20.4%  fall  in  September.  In 
general,  the  outlook  for  nonresidential  construction  re- 
mains poor. 

That  leaves  housing  to  provide  the  jobs  and  economic 
growth  needed  to  lift  the  overall  construction  sector.  In 
addition,  increased  home-buying  raises  spending  on  such 
related  goods  as  appliances,  textiles,  and  furniture. 

Boosting  housing  demand,  however,  depends  on  con- 
sumers feeling  confident  enough  about  the  future  to 
shoulder  the  burden  of  a  mortgage.  But  judging  by  the 
Conference  Board's  latest  report,  it  will  take  more  than 
lower  interest  rates  to  pull  consumers  out  of  their  holi- 
day funk — and  back  into  a  spending  mood. 
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LEADING  INDICATORS 


Monday,  Dec.  2,  8:30  a.m. 
The  government's  index  of  leading  indi- 
cators was  likely  unchanged  in  October, 
say  economists  surveyed  by  McGraw- 
Hill  Inc.'s  MMS  International.  In  Septem- 
ber, the  index  fell  by  a  small  0.17'. 

CONSTRUCTION  SPENDING  

Monday,  Dec.  2,  10  a.m. 
Outlays  for  building  projects  likely  fell 
by  O.lff  in  October,  say  MMS  economists. 
That  follows  a  1.1%  gain  in  September. 

NAPM  SURVEY  

Monday,  Dec.  2,  10  a.m. 

The  National  Association  of  Purchasing 

Management's  index  of  business  activity 


probably  fell  to  52.2%  in  November, 
down  from  53. ■5'^^''^  in  October. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  Dec.  3,  10  a.m. 
New  houses  probably  sold  at  an  unim- 
pressive annual  rate  of  460,000  in  Octo- 
ber. In  September,  sales  plunged  12.9%, 
to  446,000. 

GROSS  NATIONAL  PRODUCT  (REVISION) 

Wedyiesday,  Dec.  k,  8:30  a.m. 
The  economy  likely  grew  at  a  revised 
annual  rate  of  2.7%  in  the  third  quarter, 
says  the  M.MS  consensus.  That's  a  bit  bet- 
ter than  the  2.4%  pace  originally  report- 
ed. The  GNP  report,  however,  will  contain 
major  revisions,  including  the  usual  an- 
nual benchmark  revisions,  a  change  in 


the  base  year  for  indexing  prices  to  1987 
from  1982,  and  the  measuring  of  the 
economy's  growth  using  the  gross  do- 
mestic product  instead  of  the  national 
product.  These  shifts  will  paint  the  1990- 
91  recession  as  worse  than  first  thought. 

FACTORY  INVENTORIES 


Thursday,  Dec.  5,  10  a.m. 

Factory  inventories  likely  were  flat  in 

October,  after  rising  0.4%  in  September. 

EMPLOYMENT  

Friday,  Dec.  6.  8:30  a.m. 
Nonfarm  payrolls  are  expected  to  have 
fallen  by  25,000  in  November,  following 
a  1,000  drop  in  October.  The  November 
jobless  rate  probably  rose  to  6.9%^,  up 
from  6.8%  in  October. 
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SOMEDAYSOON 
COMPUTERS 


Look  down  the  road  a  bit. 

The  computer  industry  continues  its  consolidation 
with  more  alliances,  consortiums,  mergers,  acquisitions 
and  technology-sharing. 

□pen  architecture  really  takes  hold.  Industry-wide 
standards  are  set. 

Then,  bingo.  Computers  become  a  commodity  Sold 
not  on  performance,  but  on  price. 
So  what  happens  to  you  when 
^  your  competition  is  using  the  same 

commodity  hardware  you  are? 
What  will  set  you  apart? 
#    How  do  you  achieve  an  advantage? 

mtX^SKL.  UlCllf  solution  for  office  productivity  that 

'^'^'^  ■^■mB  W  W^mW  looks  beyond  the  computer. 

m B  it  IooRs  beyond  paper  and  outdated 

MAIIII^  IVIElVl^^lmW  work  methods  by  employing  customized 
"  industry-specific  solutions  for  your 

workflow,  document  management, 
imaging  and  communications. 
It  looks  beyond  commodity 
hardware  by  placing  specialists  in 
your  office  to  work  with  you. 

And  it  places  a  global  service 
network  at  your  disposal. 

So  what  happens  when  you  look 
beyond  today's  computers  to 
OFFICE  2000? 
A  major  law  firm  slashed  time 
and  labor  costs  in  the  filing,  management  and  retrieval 
of  documents  by  75%. 

A  leading  insurance  company  cut  claims  processing 
time  from  30  days  to  just  24  hours. 

The  credit  card  division  of  a  financial  services  giant 
reduced  its  float  on  disputed  transactions  by  35%  and 
now  resolves  disputes  nearly  200%  faster. 

These  organizations  looked  ahead  and  saw  the 
future  coming. 

So  can  you.  Just  look  beyond  that  box  on  your  desk. 
To  find  out  more  about  OFFICE  2000, 
call  1-800-872-WANG. 
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SAVING  THE  BANKS  AND  BOLSTERING  THE  FDIC  MAY  COST  HUNDREDS  OF  BILLIONS 


In  the  late  1980s,  when  the  nation's 
banks  began  collapsing  in  numbers 
unseen  since  the  Great  Depression, 
skeptics  immediately  feared  the  worst:  a 
slow-motion  replay  of  the  savings  and 
loan  debacle,  which  is  expected  to  cost 
taxpayers  $160  billion — before  interest. 
But  policymakers  in  Washington  hotly 
dismissed  any  notion  that  banks  would 
lighten  Uncle  Sam's  wallet  as  they  fol- 
lowed the  S&Ls'  path  to  oblivion.  As  re- 
cently a^  April,  L.  William  Seidman,  then 
chairman  of  the  Federal  Deposit  Insur- 
ance Corp.,  promised  Congress:  "Tax- 
payer money  is  not  required." 

How  times  have  changed.  The  fund 
that  insures  bank  deposits,  flush  with  an 
$18.3  billion  surplus  in  1987,  is  now  virtu- 
ally broke.  And  the  FDIC  projects  a  defi- 
cit of  as  much  as  $28.9  billion  in  two 
years.  Battered  by  bad  loans  to  real  es- 
tate developers,  takeover  artists,  and 
Third  World  countries,  nearly  900  banks, 
with  assets  of  $162  billion,  have  failed 
since  1987.  To  shutter  these  institutions, 
the  Bank  Insurance  Fund  has  paid  out 
$56  billion  and  expects  to  recoup  no 
more  than  a  third  of  that.  And  as  a  sign 
of  trouble  to  come,  the  size  of  the  ailing 
institutions  is  soaring  (chart). 

On  Nov.  25,  Seidman's  successor,  Wil- 
liam Taylor,  gave  Congress  a  grim  prog- 
nosis: Anything  short  of  the  $70  billion 
injection  of  funds  the  Bush  Administra- 
tion is  seeking  could  boost  the  costs  of 
bailing  out  banks  even  further.  "We 
need  the  money  to  do  the  surgery  that 
must  be  done,"  he  told  the  Senate  Bank- 
ing Committee.  "Any  kind  of  a  piece- 
meal approach  would  be  a  mistake." 
NO  LOAN.  With  no  end  in  sight  to  the 
banks'  woes,  a  growing  number  of  Dem- 
ocrats and  Republicans  on  Capitol  Hill 
believe  a  taxpayer  bailout  is  all  but  inev- 
itable. At  the  Nov.  25  hearing.  Senate 
Banking  Committee  Chairman  Donald 
W.  Riegle  Jr.  (D-Mich.)  warned  his  col- 
leagues that  they  shouldn't  vote  on  the 
money  bill  "thinking  that  it's  only  a  loan 
to  the  deposit-insurance  fund,  when  in 
fact  these  funds  will  not  be  repaid."  Ech- 


100 


50 


oed  ranking  Republican  Jake  Garn  (R- 
Utah):  "I  do  not  think  $70  billion  ulti- 
mately will  be  enough." 

How  deep  is  the  hole?  The  sums  could 
be  staggering.  Cleveland  State  Universi- 
ty economist  Edward  W.  Hill  predicts 
that  the  tab  for  reviving  the  banking 
system  could  top  $180  billion,  even  if  the 
economy  improves.  He  calculates  it 
would  cost  $52  billion  to  repay  deposi- 
tors and  sell  assets  of  failed  banks.  The 
nation's  12,000  largest  banks  would  need 
$128  billion  more  from  the  private  sector 
to  meet  a  stiff  new  capi- 
tal standard — 6%  of  as- 
sets— set  by  interna- 
tional agreement. 

Hill's  figures  don't  in- 
clude the  stunning  costs 
to  the  public  of  the 
banks'  past  lending  in- 
discretions. As  banks 
try  to  shore  up  their 
profits  and  capital, 
they're  charging  cus- 
tomers unusually  high 
rates  of  interest,  com- 
pared with  the  banks' 
borrowing  costs.  From 
1988  through  1990,  the 
gap  between  the  prime 
rate  and  the  banks'  cost 
of  money,  as  measured 
by  the  federal  funds 
rate,  hovered  at  about 
1.75  percentage  points. 
But  throughout  this 
year,  the  spread  has 
been  a  full  percentage 
point  higher  (chart, 
page  32).  For  the  $600 
billion  in  commercial 
and  industrial  loans 
that  are  pegged  to  the 
prime,  that  translates 
into  an  extra  $6  billion 
in  interest  annually. 

Partly  as  a  result  of 
that  fat  spread,  banks 
aren't  in  such  dire 
straits  as  the  S&Ls  were 
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when  their  death  spiral  began 
over,  banks  have  $242  billion 
capital,  whereas  the  thrift  industry  as 
whole  was  insolvent  as  far  back  as  198: 
But  a  far  smaller  percentage  needs  1 
tumble  into  insolvency  for  the  ban 
bailout  to  approach  the  thrift  rescue'  wi, 
dimensions. 

Those  insolvencies  aren't  a  mere  the(  jJf 
retical  abstraction.  During  the  first  si 
months  of  1991,  the  last  period  for  whic 
industry  data  are  available,  roughly  ha! 
of  New  England's  248  banks  lost  monej 


THE  NUMBER  OF  BANK 
FAILURES  IS  DECLINING... 


87  '88 
▲  BANK  FAILURES 


■91 

PROJEQION 


...BUT  THE  ASSETS 
INVOLVED  ARE  GROWING... 


▲  BILIIONS  OF  DOLURS 

...DEPLETING  THE  BANK 
INSURANCE  FUND 
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BANK  INSURANCE 
FUND  BALANCE 
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itionwide,  one  in  eij^ht 
inks  was  unprofitable, 
hat  banking  experts  and 
guiators  fear  most  is 
at  California,  where  the 
cession  is  hitting  late, 
11  be  the  next  disaster 
ea.  With  the  state's  key 
dustries — defense  and 
mputers — in  a  funk, 
nks  in  the  Golden  State 
ported  a  427^'  slump  in  in- 
me  through  June,  in  part 
cause  of  a  687  surge  in 
nperforming  real  estate 
ins. 

Bumpier  roads  may  lie  ahead  if  the 
.tional  economy  doesn't  rebound 
'ongly  in  coming  months.  Many  banks 
11  haven't  fully  acknowledged  the  ex- 
nt  of  their  real  estate  lending  mis- 
kes.  While  banks'  troubled  loans  have 
ared,  loan-loss  reserves  have  shrunk 
65%  of  nonperforming  loans,  down 
jm  86%  two  years  ago,  according  to 
istin  (Tex.)  bank  consultant  Alex  She- 
unoff.  Clearly,  banks  are  gambling 
at  the  recession  will  end  soon,  but  reg- 
ators  are  in  no  hurry  to  declare  a  turn- 


TAYLOR:  "WE  NEED  THE  MONEY  TO  DO  THE  SURGERY  THAT  MUST  BE  DONE 


around.  "I  have  no  idea  if  things  will  get 
better  or  if  they'll  get  worse,"  says  the 
FDlc's  Taylor. 

Washington  may  not  be  helping  mat- 
ters. To  replenish  the  bank  insurance 
fund,  Taylor  has  proposed  that  deposit- 
insurance  premiums  be  raised  to  30$  on 
every  $100  in  deposits.  That's  more  than 
double  the  12(t  premium  levied  last  year 
and  could  cut  industry  profits  as  much 
as  8%',  according  to  bank-stock  broker- 
age firm  Keefe,  Bruyette  &  Woods  Inc. 
Even  Seidman  fears  that  "the  premium 


rate  being  discussed  is  so 
high  that  it  could  damage 
the  entire  industry." 

Bank  executives  com- 
plain that  the  hike  would 
squeeze  their  profits  at  the 
wrong  time.  First  Union 
Corp.  in  Charlotte,  N.  C, 
which  has  seen  profits 
drop  8%  this  year,  to  $230 
million,  figures  the  higher 
premium  would  increase 
its  expenses  next  year  by 
$23  million,  or  llcf  a  share. 
Unwilling  to  take  such  a 
hit,  First  Union  Chairman 
Edward  E.  Crutchfield  Jr.  has  ordered 
his  managers  to  slash  their  budgets  by 
the  same  amount. 

Some  less  visible  moves  by  regulators 
could  also  add  to  the  bailout's  cost.  Hob- 
bled by  inadequate  funds,  bank  regula- 
tors are  moving  more  slowly  to  shutter 
troubled  banks.  As  of  June  30,  more 
than  40  insolvent  banks  were  still  oper- 
ating, according  to  Wakefield  (Mass.) 
consultants  Veribanc  Inc.  Similar  "for- 
bearance" by  thrift  regulators,  accord- 
ing to  the  Congressional  Budget  Office, 
increased  the  cost  of 
the  thrift  bailout  by 
about  $66  billion. 
ROSIER  PICTURE.  Bank 
regulators  are  using  a 
variety  of  devices  to 
postpone  the  day  of 
reckoning.  In  June, 
House  Banking  Com- 
mittee Chairman  Henry 
B.  Gonzalez  (D-Tex.) 
disclosed  that  the  Fed- 
eral Reserve  had  been 
quietly  propping  up 
hundreds  of  troubled 
banks  by  extending 
credit  through  its  dis- 
count window.  Among 
Gonzalez'  findings:  418 
banks  received  short- 
term  Fed  loans  whose 
balance  due  was  contin- 
ually rolled  into  new 
borrowings.  Of  those, 
907  ultimately  failed. 
In  the  case  of  Bank  of 
New  England  Corp.,  the 
Treasury  Dept.  had  also 
increased  its  deposits  of 
tax  receipts.  "If  we 

► 1  learned  nothing  else 

I  from  the  S&L  crisis,  we 

learned  that  forbear- 
ance did  not  work," 
says  Clemson  Universi- 
ty Professor  Michael 
Spivey. 
Yet    another  trick 
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RATES  ARE 
LOWER  FOR 
BANKS— LESS 
SO  FOR  THEIR 
CUSTOMERS 


may  soon  be  available 
to  banks — and  regula- 
tors— hoping  to  paint  a 
rosier  picture  of  the  in- 
dustry's capital  posi- 
tion. Under  an  expected 
rule  change  by  the  Fi- 
nancial Accounting 
Standards  Board  (P'ASB), 
public  companies  could, 
in  effect,  report  de- 
ferred tax  credits  as 
current  income.  But  the 
deferred  taxes  assume  that  profits  will 
be  earned  in  future  years.  For  some 
banks,  those  earnings  may  never  materi- 
alize. The  rule  change  would  come  as  a 
particular  windfall  for  the  big  New  York 
banks,  which  could  boost  their  net  capi- 
tal by  as  much  as  24'/,  according  to 
Brent  B.  Erensel,  an  analyst  at  Mabon 


MONTHLY  AVERAGES 
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DATA:  FEDERAL  RESERVE 


Securities  Corp.  in  New  York.  The  new 
rule  "is  going  to  play  right  into  the 
hands  of  bank  regulators  who  want  to 
avoid  shutting  down  banks  that  are  in 
financial  difficulty,"  says  former  FASB 
Director  Raymond  C.  Lauver. 

Regulators  insist  that  they  will  contin- 
ue to  be  tough  on  the  industry.  They 


won't  ease  up  on  stif: 
standards  for  capital 
which  provides  a  cush 
ion  for  loan  losses — am 
for  the  Bank  Insuranc* 
Fund.  But  much  of  th( 
damage  has  alreadj 
been  done.  The  bi| 
question  now  is  how 
Congress  will  go  abou 
repairing  the  system 
Bankers  themselve 
aren't  optimistic.  "Con 
gress  doesn't  do  anything  in  a  visionary 
way,  "  says  First  Wachovia  Corp.  Chair 
man  John  G.  Medlin  Jr.  "I  think  it's  go 
ing  to  be  a  process  of  running  fron 
crisis  to  crisis  for  a  while." 

By  Dean  Foust,  witJi  Mike  McNamee, 
Washington,  with  Chuck  Hawkins 
Atlanta  and  Robert  Neff  in  Tokyo 
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COMPUTERS  I 


SUDDENLY,  AMD 
IS  IN  THE  CHIPS 


Its  386  microprocessor  is  selling 
fast  and  cutting  into  Intel's  market 


Compaq  won't  comment.  Intel  won't 
comment.  IBM  won't  say  much.  But 
Jerry  Sanders  is  crowing. 
Sanders,  the  irrepressible  chief  execu- 
tive of  Advanced  Micro  Devices  Inc.,  is 
all  pumped  up  about  his  company's  swift 
move  into  the  market  for  386  micro- 
processors, the  chips  used  in  most  per- 
sonal computers  sold  today.  And  he's 
close  to  a  big  win:  Giant  PC  maker  Com- 
pa(i  Computer  Corp.  is  set  to  ink  a  deal 
to  buy  386  chips  from  AMD.  Sanders  says 
IB.M  may  be  next.  "I  expect  Compaq  and 
IBM  to  be  customers  in  1992,"  he  says. 

Sure,  the  two  companies  will  continue 
to  purchase  most  of  their  chips  from 
Intel  Corp.,  the  Silicon  Valley  monolith 
that  designed  the  original  386  chip.  But 
for  A.MD,  even  small  sales  of  its  386 
knockoffs  to  the  PC  industry's  big  guns 
"would  be  incredibly  important  to  its  im- 
age," reports  Mark  Cuban,  president  of 
CompuServe  Systems  Integration 
Group,  a  Dallas-based  retailer  of  Com- 
paq computers. 

SURPRISES.  Even  without  final  deals 
with  IBM  and  Compaq,  business  is  boom- 
ing for  AMD.  Since  last  March,  when  the 
company  first  shipped  its  Am386  chips, 
AMD  has  signed  up  more  than  200  cus- 
tomers. And  1991  sales  have  far  exceed- 
ed Sanders'  forecast  of  $47  million:  AMD 
will  sell  $200  million  worth  of  the  chips, 
for  a  147f  share  of  the  market,  Sanders 
now  says. 


Surprises  of  that  sort  have  Wall 
Street  crowing,  too.  AMD's  stock  has 
doubled  from  7  at  the  start  of  1991  to 
about  14  today.  And  analysts  are  busy 
ratcheting  up  earnings  forecasts:  Mi- 
chael N.  Gumport,  an  analyst  at  Shear- 
son  Lehman  Brothers  Inc.,  says  AMD  this 
year  will  earn  $110  million  on  total  sales 
of  $1.2  billion.  He  sees  profit  ne.xt  year 
of  $142  million  on  total  sales  of  $1.5 
billion.  That's  a  big  improvement  over 
last  year,  when  AMD 
lost  $54  million  on 
sales  of  $1.1  billion. 

AMD's  jump  into  the 
386  market  turned  its 
balance  sheet  around, 
even  while  it  nudged 
the  balance  of  power 
in  the  PC  business.  Be- 
fore AMD  came  along, 
Intel  had  a  monopoly 
in  what  has  become  a 
$1.4  billion  annual 
market  for  the  386 
chip.  To  woo  Intel  cus- 
tomers, AMD  tweaked 
the  386  chip's  design. 
Its  versions  are  faster 
and  use  less  power — a 
big  plus  for  laptop 
makers. 

The  improvements  persuaded  Compaq 
to  consider  AMD's  chips  for  an  upcoming 
line  of  PCs,  which  Compaq  chief  Eckhard 
Pfeiffer  is  describing  as  "low-price,  high- 
quality."  Although  AMD's  386  chips  gen- 
erally cost  the  same  as  those  from  Intel, 
Compaq  could  employ  the  higher-perfor- 
mance processors  as  a  way  of  differenti- 
ating its  PCs  from  those  of  the  clone- 
makers  that  have  cut  badly  into 
Compaq's  market  share,  says  Compu- 
Serve's Cuban. 

IBM's  interest  in  AMD  chips  is  murkier. 
Big  Blue  in  early  November  announced 


AMD'S  SANDERS:  IF  HE  BAGS 
COMPAQ,  CAN  IBM  BE  FAR  BEHIND? 


a  joint  development  agreement  with  In 
tel  that  weds  it  to  Intel's  microproces 
sor  designs.  And  IBM  makes  its  owi 
speeded-up  version  of  the  386  under 
licensing  agreement  with  Intel.  But  Bi| 
Blue  may  want  AMD's  low-power-con 
sumption  386  chips  for  notebook  o: 
palmtop  computers.  For  now,  an  IBIV 
spokesman  will  say  only  that  the  compa 
ny  has  "no  plans  at  this  time"  to  buy  P( 
chips  from  "anyone  but  Intel." 

MIMICRY.  Meanwhile 
AMD  is  plotting  it: 
next  move:  A  486-chij 
clone.  Whether  its  gif 
for  mimicry  will  worljaat 
on  the  fancier  chip  is 
question.  And  som( 
wonder  whether  AMI 
can  keep  up  with  fu  kk 
ture  Intel  products 
especially  since  Inte 
put  $1.7  billion  into  re 
search  and  capita 
equipment  this  year 
"As  soon  as  Inte 
comes  up  with  some  i 
thing  thai  can't  b 
copied,  AMD  geti 
blown  out  of  the  sad 
die,"  says  Erik  N.  Jan 
sen,  analyst  at  Robert 
son  Stephens  &  Co. 

Then  there's  the  chance  that  AMD  wi^ 
lose  a  copyright-infringement  suit  Inte 
has  filed  against  it  or  that  386  chi; 
clones  from  still  fresher  competitors  wi' 
sell  well  against  AMD's  products.  Indeec 
there  are  numerous  ways  for  AMD  to  tri; 
up.  But  Sanders  says  he  isn't  worriec 
Instead,  he  is  projecting  that  AMD's  38i 
chip  sales  will  increase  by  half  or  evei 
double  during  1992.  And  that,  he  fig 
ures,  is  something  worth  crowing  about 
By  Russell  Mitchell,  with  Kathy  RebelL 
in  San  Francisco 
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MPUTERSI 


)UT  OF  ONE  BIG  BLUE, 
MANY  LITTLE  BLUES 


hairman  John  Akers  thinks  shock  therapy  will  get  IBM  moving 


Dver  the  past  several  years,  IBM 
has  announced  a  startling  series 
of  changes  that  were  supposed 
help  the  computer  giant  adapt  to  a 
idically  shifting  marketplace.  The 
langes  were  earthshaking  for  a  compa- 
I  that  had  known  only  monopoly  prof- 
5,  industry  dominance,  and  incredible 
•owth  for  at  least  three  decades:  shed- 
ng  some  54,000  employees  through  a 
ilf-dozen  early-retirement  programs, 
organizing  itself  in  the  U.  S.,  shut- 
ig  factories  and  spinning  out  mar- 
nal  businesses  such  as 
pewriters,  and  invest- 
g  several  hundred  mil- 
)n  dollars  in  dozens  of 
impetitors. 

All  those  moves,  jolting 
;  they  were,  didn't  come 
ose  to  getting  IBM  back 
1  track.  It  needed  even 
ore  of  a  shakeup.  And 
)w,  Chairman  John  F. 
kers  has  unveiled  a  se- 
3s  of  changes  that  an 
ipposed  to  remake  IB.M 
le  centerpiece:  a  still 
igue  but  thorough  reor- 
mization  that  will  gram 
anagers  new  autonomy 
hile  stepping  up  the 
'essure  on  them. 

10CK     THERAPY.  The 

rategy  is  a  risky  one, 
tice  many  of  IBM's  com- 
ititors,  particularly  the 
ipanese,  are  massive 
onoliths.  But  by  break- 
g  the  company  into  distinct  business 
lits,  Akers  is  handing  managers  more 
isponsibility  for  controlling  costs  and 
!veloping  strategies  for  a  market  com- 
)sed  of  an  increasingly  varied  array  of 
•oducts  and  services.  And  if  the  manag- 
's  can't  generate  enough  profits,  it  will 
;  easier  for  Akers  to  prune  the  division. 
Akers  launched  his  shock  therapy  on 
ov.  25  by  sidelining  George  Conrades, 
jneral  manager  of  IBM's  U.  S.  business, 
id  replacing  him  with  Robert  J.  La- 
ant,  most  recently  head  of  IBM's  mini- 
•mputer  business.  Conrades  had  been 
le  of  two  likely  successors  to  Akers. 
ow,  the  sole  credible  candidate  is  Con- 
ides'  ex-rival  and  new  boss,  Senior 
ice-President  C.  Michael  Armstrong. 
The  next  day,  Akers  sketched  out  dra- 
atic  plans  to  reshape  IBM  into  a  set  of 
holly  owned  but  more  or  less  autono- 


mous marketing,  service,  product  devel- 
opment, and  manufacturing  companies. 
Each  will  report  its  own  financial  re- 
sults, retain  its  own  board  of  directors, 
and  be  managed  with  an  eye  for  maxi- 
mum return  on  assets.  In  addition,  IBM 
said  it  will  rid  itself  of  20,000  more  work- 
ers in  1992.  Even  before  the  $3  billion 
charge  IBM  will  have  to  take,  analysts 
had  expected  1991  earnings  to  be  58% 
below  last  year's  $10.50  a  share.  But  the 
payroll  cuts  and  other  changes  should 
provide  savings  of  about  $1  billion  in 
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SHUFFLED:  AKERS  HAS 
SIDELINED  CONRADES, 
ONCE  A  CANDIDATE 
FOR  THE  TOP  SPOT 


1992  and  about  $2  billion  a  year  from 
then  on,  says  the  company.  That  would 
boost  gross  margins,  which  have  sagged 
to  about  51.5%  this  year  from  57%  as 
recently  as  1988.  That's  why  IBM's  stock 
rose  2%,  to  97%,  on  the  news. 

The  reorganization  could  amount  to  no 
less  than  a  revolution  in  the  way  IBM 
does  business.  "What  we're  seeing  is  the 
beginning  of  the  dismantling  of  the  IBM 
company,"  says  Rick  Martin,  a  former 
iBMer  and  computer  analyst  at  Pruden- 
tial Securities  Inc.  Details  are  still 
sketchy — senior  executives  will  learn 
more  on  Dec.  4  and  5,  and  Wall  Street 
will  get  the  skinny  on  Dec.  9 — but  it's 
already  clear  that  unit  managers  will 
have  far  more  latitude  than  before.  In 
return,  they'll  have  to  be  far  more  atten- 
tive to  the  bottom  line. 

The  key  is  the  shift  in  IBM's  focus  to 


return  on  assets.  That's  the  measure 
that  supermarket  managers  look  at — 
and  like  it  or  not,  the  computer  industry 
has  become  the  same  kind  of  low-mar- 
gin, commodity-oriented  business. 

Within  that  discipline,  managers  will 
have  unprecedented  freedom  of  action. 
Managers  in  the  personal-computer  divi- 
sion, for  instance,  will  now  be  able  to 
get  into  mail-order  sales.  IBM's  market- 
ing managers  could  bundle  components 
from  other  manufacturers  together  with 
IBM  gear  and  sell  the  packages  to  their 
increasingly  demanding  customers. 

There's  a  downside  to  that  flexibility. 
IBM's  emphasis  on  return  on  assets,  says 
Martin,  signals  that  the  company,  after 
getting  its  new  autonomous  business 
units  established,  is  likely  to  divest  those 
that  don't  live  up  to  its  goals. 

The  business  units  that  stand  to  gain 
the  most  are  the  ones  that  face  the  most 
competition — PCs  and  workstations. 

IBM's  personal  computers 
have  had  to  carry  over- 
head from  mainframes, 
even  as  they  competed 
with  PC  clones  from  high- 
ly focused  competitors 
such  as  Dell  Computer 
Corp.  and  AST  Research 
Inc.  "Clearly,  they've  got 
to  get  the  overhead  out  of 
the  low-margin  product 
divisions,"  says  James  L. 
Cassell,  a  former  iBMer 
who  tracks  the  company 
at  Gartner  Group,  a  Stam- 
ford (Conn.)  consulting 
company.  By  the  same  to- 
ken, mainframes  would 
have  to  carry  more  of 
their  own  overhead,  which 
might  end  the  vicious  dis- 
counting IBM  has  em- 
ployed against  Amdahl 
Corp.  and  Hitachi  Data 
Systems. 

TRUE  TEST.  The  moves  are 
by  no  means  a  guarantee  of  success. 
"This  addresses  the  expense  side  of  the 
equation,  but  the  big  unknown  is  reve- 
nue growth,"  says  Stephen  Cohen,  an 
analyst  at  Soundview  Financial  Group 
Inc.,  a  Gartner  Group  affiliate.  IBM 
revenues  this  year  will  suffer  their  first 
decline  in  decades,  to  an  estimated  $65 
billion,  from  $69  billion  last  year.  Won- 
ders Cohen:  "Will  the  restructuring  re- 
sult in  IBM  speeding  up  development  cy- 
cles and  bringing  out  more  competitive 
products?" 

That,  in  the  end,  is  Akers'  true  test. 
It's  his  last-ditch  effort  to  save  the  com- 
pany from  seemingly  endless  decline. 
With  his  retirement  looming  in  1994,  he 
doesn't  want  to  be  remembered  as  the 
man  who  presided  over  IBM's  decline  into 
mediocrity. 

By  John  W.  Verity  in  New  York 
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LABOR I 


WALTER  SHEA'S  CANDIDACY  SPLIT 
THE  OLD  GUARD 


THE  OTHER  INSIDER,  R.  V. 
DURHAM,  CALLS  FOR  REFORM 


RON  CAREY  IS  THE  ONLY  TRUE 
DISSIDENT  RUNNING 


THE  TEAMSTERS  TRY 
SOMETHING  NEW:  DEMOCRACY 


Finally,  the  rank  and  file  gets  a  direct  say  in  picking  national  leaders 


In  an  odd  way,  the  recession  has  bol- 
stered organized  labor  by  focusing 
public  attention  on  such  bread-and- 
butter  union  issues  as  joblessness  and 
the  gap  between  rich  and  poor.  But  no 
event  is  likely  to  help  labor's  image 
more  than  the  election  now  under  way  in 
the  International  Brotherhood  of  Team- 
sters— the  nation's  most  visible  union. 

The  mail-in  balloting,  which  started 
Nov.  7  and  ends  Dec.  10,  gives  1.6  mil- 
lion Teamsters  their  first  chance  to  vote 
directly  for  their  president,  secretary/ 
treasurer,  and  16  vice-presidents.  That's 
a  dramatic  break  with  the  past,  when 
these  18  officials  politicked  among  them- 
selves— often  influenced  by  Mafiosi — to 
pick  a  president.  Indeed,  the  hotly  con- 
tested election  for  a  five-year  term  in 
the  $275,000-a-year  post  has  become  a 
close  race  among  three  candidates,  in- 
cluding a  local  reformer. 
WHITE  HATS.  Regardless  of  who  wins, 
the  union  that  emerges  will  be  cleaner 
than  it  has  been  since  the  mob  muscled 
its  way  in  more  than  40  years  ago.  The 
antigraft  campaign  run  by  Ron  Carey, 
the  dissident  candidate  from  Long  Is- 
land City,  N.  Y.,  has  driven  the  other 
candidates  into  a  bidding  contest  to  see 
who  can  be  most  forceful  against  cor- 
ruption and  fat  union  salaries.  "This 
election  has  a  chance  to  have  a  really  big 
effect  on  the  image  of  unions,"  says 


Thomas  Kochan,  a  labor  expert  at  Mas- 
sachusetts Institute  of  Technology. 

The  Teamsters'  transformation  began 
with  a  1988  racketeering  lawsuit  filed  by 
the  U.  S.  Attorney's  office  in  New  York. 
To  avoid  a  trial,  union  officials  agreed  to 
a  series  of  changes.  A  court-appointed 
investigator  was  given  authority  to  look 
into  corruption  and  Mafia  links.  So  far, 
he  has  charged  138  local  and  national 
officials,  including  Joseph  Trerotola,  the 
octogenarian  kingmaker  known  as  Joe 
T.,  who  left  when  faced  with  charges 
that  he  had  tolerated  mobsters  in  his 
New  York  union  council.  Since  his  depar- 
ture on  Oct.  25,  only  one  top  union  offi- 
cer with  alleged  links  to  organized 
crime — President  William  J.  McCarthy — 
remains  in  office,  and  McCarthy  isn't 
running  for  reelection. 

To  settle  the  federal  suit,  the  union 
also  agreed  to  allow  another  court  ap- 
pointee to  set  up  the  unprecedented  di- 
rect election  for  top  officers.  The  first 
step  involved  rank-and-file  voting  for 
delegates  to  the  union's  convention  last 
June.  The  delegates  then  nominated  can- 
didates to  run  in  the  current  election. 

Democratization  has  split  the  old 
guard.  One  faction,  led  by  McCarthy, 
nominated  R.  V.  Durham,  a  longtime  of- 
ficial from  North  Carolina.  Joe  T.  chose 
Walter  Shea,  who  has  been  the  assistant 
to  the  past  four  Teamsters  presidents. 
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Most  astonishin 
was  the  delegates 
nomination  of  Carej 
who  makes  $45,000 
year  as  the  head  of 
7,000-member  loca 
composed  mostly  o 
United  Parcel  Ser 
vice  Inc.  workers. 
JET  SALE.  Carey' 
presence  has  turne< 
everyone  into  re 
formers.  Conventioi 
delegates  voted  ti 
sell  off  the  union' 
five  jets  and  to  raisferf 
strike  benefits  fron 
$50  a  week  to  $200 
On  the  campaigi 
trail,  Shea  has  callec 
for  a  $10-an-hou 
"Teamsters  mini 
mum  wage" — a  farlttin 
fetched  idea  in 
union  that  includes 
thousands  of  farm  workers  earning  less  rtbiti 
than  $7  an  hour.  And  Durham's  plat 
form  puts  ending  corruption  first  on  th( 
list.  "We  have  to  prove  that  we're  will 
ing  to  remove  the  2%  of  local  officeri 
who  are  bad,"  says  Durham. 

But  since  Carey  is  the  only  real  outsid 
er,  his  rivals  are  running  scared.  BotI 
Durham  and  Shea  concede  that  a  low  jsyb 
turnout  would  benefit  Carey.  But  nei  met 
ther  has  made  a  move  to  bow  out. 

A  poll  that  Carey  commissioned  in  Oclfnali 
tober  gave  him  29'/  support,  Durban 
12%,  and  Shea  7%.  It  also  showed  thai 
less  than  45'a  of  members  knew  any- 
thing about  the  candidates  or  planned  tc 
vote.  Many  members  barely  even  know 
they're  in  the  Teamsters,  a  vast,  decen- 
tralized organization  that  sprawls  across  s- 
50  states  and  Canada.  "I  don't  know  any 
of  [the  candidates],  and  I'm  not  planning 
to  vote,"  says  Leah  Brown,  a  Teamster 
who  works  at  the  Palm  City  (Fla.)  facili- 
ty of  Action  Reprographics  Inc. 

Members  who  are  voting  seem  to  be  in|j 
a  throw-the-rascals-out  mood.  Carey'; 
poll  showed  corruption  to  be  the  No.  1 
issue  among  those  who  plan  to  vote.  One 
telling  sign:  On  Oct.  23,  McCarthy  lost 
by  more  than  2  to  1  in  a  race  for  his  old 
job  as  president  of  his  hometown  Boston 
local.  "There  comes  a  point  where  mem 
bers  want  to  clean  this  thing  up  and 
break  with  the  past,"  says  Jim  Lauer 
the  president  of  Lauer,  Lalley  &  Asso 
ciates,  the  Washington  firm  that  did 
Carey's  poll. 

It  may  take  time  for  the  public  percep- 
tion of  the  Teamsters  to  change.  But 
after  December,  labor's  opponents  may 
have  to  look  elsewhere  to  joke  about  fat- 
cat  union  bosses  and  their  mobster  pals 
By  Aaron  Bernstein  in  New  York 
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lOBODY  IS  RESTING  EASY 
I  SIMMONS 


le  slumping  mattress  maker  faces  a  lawsuit  over  its  ailing  ESOP 


Ian  L.  Mundt,  a  former  mechanic 
at  the  Simmons  Co.  plant  in 
F^^Janesville,  Wis.,  thought  he  could 
ax  with  a  pretty  safe  nest  egg.  When 
?  mattress  manufacturer  announced  in 
nuary,  1989,  that  it  was  being  sold  to 

employee  stock  ownership  plan, 
indt  recalls,  "they  told  us  that  some- 
e  earning  $20,000  a  year  could  make 
)0,000  on  the  deal  in  10  years'  time." 
rhings  didn't  work  out  that 
ly.  Mundt  and  his  fellow  employ- 
3  were  dismayed  to  see  the  com- 
ny  newsletter  report  that  their 
)ck  in  Simmons  plummeted  from 

initial  value  of  $4.10  a  share  to 
t,  based  on  the  company's  net 
irth  (table).  Recently,  Muiidt  left 
nmons  for  a  better-paying  job, 
t  he  still  has  plenty  of  retire- 
!nt  savings  tied  up  there.  And 
w  he  and  Jennifer  A.  Florin,  a 
nmons  quilt  operator,  are  suing 
ecutives  involved  in  the  deal  for 
sach  of  fiduciary  duty. 
;SSY  DEAL.  The  suit,  filed  in  U.  S. 
strict  Court  in  Madison,  Wis.,  ai- 
res that  Simmons  executives 
ervalued  the  company  before 
ling  it  to  the  ESOP.  Among  the 
fendants:  former  Treasury  Sec- 
;ary  William  E.  Simon  and  Wes- 
Y  Capital  Corp.,  a  well-known 
0  boutique  that  helped  engineer 
3  ESOP.  If  the  lawsuit  gains 
.ss-action  status,  Simmons  em- 
)yees  could  ask  that  more  than 
30  million  be  returned  to  the  ESOP. 
Details  from  court  documents  and  oth- 

sources  show  how  Wesray,  which  is 
own  for  such  successful  LBOs  as  Gib- 
n  Greetings  Inc.  and  such  ESOPs  as 
'is  Inc.,  got  caught  in  such  a  messy 
al.  Wesray  first  showed  up  on  the 
3ne  in  1986,  when  it  helped  a  manage- 
mt  group  buy  Simmons  from  Wickes 
iS.  for  $120  million.  Healthy  growth  in 
3  mattress  market  and  profitable  as- 


set sales  allowed  Simmons,  maker  of 
Beautyrest  and  Maxipedic  mattresses,  to 
pay  off  most  of  the  debt  within  two 
years.  That's  when  Wesray  and  Sim- 
mons management  decided  it  was  time 
for  them  to  cash  out.  They  sold  Simmons 
in  1989  to  the  ESOP  for  $241  million— a 
lofty  11  times  operating  income.  Sim- 
mons Chief  Financial  Officer  Harlan  B. 
Smith  says  the  hefty  price  was  justified: 


"We  were  just  coming  off  our  best  year 
ever,"  he  says.  "The  value  of  all  compa- 
nies in  the  industry  went  down  the  next 
year."  The  reason:  The  home  furnish- 
ings market  took  a  pummeling  as  home- 
building  slowed  down. 

Simmons  workers  were  vulnerable.  Al- 
though the  employees  didn't  have  to  put 
up  any  cash,  and  money  in  Simmons 
workers'  retirement  accounts  wasn't 
used  to  finance  the  ESOP  takeover,  the 


ESOP  stock  was  intended  as  the  retire- 
ment vehicle,  so  the  company  stopped 
making  contributions  to  the  pension 
fund.  Like  most  such  '80s-era  deals,  the 
Simmons  ESOP  was  financed  with  bank 
debt — in  this  case,  $149  million  worth — 
and  various  grades  of  privately  placed 
debt  and  preferred  stock. 

Falling  profits  made  it  difficult  to 
make  payments  on  the  debt,  and  Sim- 
mons managers  couldn't  sell  assets  at 
the  fancy  prices  they  had  been  counting 
on.  Less  than  a  year  after  the  ESOP, 
Simmons  defaulted  on  a  $15  million  loan 
from  Chemical  Bank. 

Simmons  managers  persuaded  Merrill 
Lynch  Capital  Partners  Inc.  last  March 
to  buy  617f  of  Simmons  for  $32  million. 
That  left  managers  with  7%  and  slashed 
the  ESOP's  107c  stake  to  327^.  Workers 
weren't  the  only  ones  to  take  a 
haircut.  Before  Merrill  would 
touch  the  deal,  it  insisted  that 
Wesray  and  Simmons  manage- 
ment partners  forgive  all  of  the 
senior  and  junior  subordinated 
debt  still  owed  them  by  the  ESOP. 
In  addition,  Ray  Chambers,  a  Wes- 
ray co-founder — who,  like  Simon, 
is  no  longer  with  the  company — 
invested  $5.5  million  in  the  Merrill 
deal.  Neither  Simon  nor  Chambers 
could  be  reached  for  comment. 
g|  ROSY  FUTURE?  Mundt  and  his  law- 
^  yers  are  hoping  to  convince  the 
court  that  Wesray  and  Simmons 
management  acted  in  their  own 
self-interest,  not  in  the  interest  of 
Simmons  employees,  which  the 
federal  law  governing  pension 
funds  demands.  Some  Simmons 
managers  dismiss  the  suit  as  noth- 
ing more  than  harassment  by  the 
Amalgamated  Clothing  &  Textile 
Workers  Union,  which  recently 
lost  a  vote  at  the  Janesville  plant. 
The  union  is  helping  Mundt  and 
Florin  sue  the  company. 

Smith  and  Merrill  Lynch  execs  are  sat- 
isfied that  Simmons'  healthier  balance 
sheet  and  its  moves  to  cut  costs  position 
it  well  for  the  future.  That's  little  conso- 
lation for  Mundt.  "They  took  a  great 
company  and  ruined  it  with  debt,"  he 
says.  And  even  if  Simmons  now  enjoys  a 
strong  turnaround,  employees  only  get  a 
third  of  the  action. 

By  Walecia  Konrod  in  Atlanta 


SIMMONS' 
WOES 


Wesray  Capital  and 
a  management 
group  buy  Simmons 
from  Wickes  in  a 
$1 20  million  lever- 
aged buyout 


Management  and 
Wesray  sell  Simmons 
to  an  employee 
stock-ownership  plan 
for  $241  million. 
ESOP  shares  are  val- 
ued at  $4.10 


Share  price  dips  as 
low  as  50  cents,  as 
reported  in  company 
documents.  Simmons 
suffers  in  a  weak 
mattress  market 


DATA.  COMPANY  REPORTS,  BW 


Merrill  Lynch  Capital 
Partners  invests  $32 
million  in  the  mat- 
tress maker  after 
Simmons  defaults  on 
one  of  its  many 
loans.  Shares  re- 
bound to  $1.42 


Employees  file  suit 
against  Wesray  and 
others,  alleging 
breach  of  fiduciary 
duty  and  overvaluing 
the  company 
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Commentary/by  Joseph  Weber 


AN  FDA  RULE  THAT'S  POOR  SCIENCE  AND  POOR  POLICY 


R 


lesearchers  at  Merck  &  Co.  had 
plenty  to  crow  about  this  year, 
kin  August,  scientists  at  the  Na- 
tional Heart,  Lung  &  Blood  Institute 
reported  that  Vasotec,  a  Merck  hyper- 
tension drug,  sharply  cut  the  number 
of  cardiovascular  deaths  and  hospital- 
izations among  people  suffering  from 
chronic  congestive  heart  failure.  Then, 
in  early  November,  came  news  from 
the  institute  that  the  drug  also  curbed 
heart  failure  among  patients  with  dam- 
aged hearts.  Finally,  in  late  November, 
word  leaked  out  that  researchers  at 
the  University  of  Southern 
California  had  found  that  a 
Merck  cholesterol-reducer, 
Mevacor,  halted  hardening 
of  the  arteries  and  could 
even  shrink  arterial  plaque 
deposits.  That  could  make 
Mevacor  a  powerful  weapon 
against  heart  attacks. 

Merck  couldn't  do  any 
crowing  in  public,  though. 
No  advertising.  No  press 
conferences.  No  publica- 
tions. And  minimal  discus- 
sion when  news  reporters 
called.  Even  more  problem- 
atic, the  company's  sales 
force  couldn't  give  doctors 
copies  of  published  studies 
about  the  new  research  or 
similar  earlier  studies.  In 
fact,  doctors  can  call  the 
Food  &  Drug  Administra- 
tion toll-free  to  inform  on 
companies  giving  out  such 
information. 

NO  HINTS.  Why  the  muz- 
zling? Mevacor  isn't  ap- 
proved as  a  heart-attack 
drug.  Vasotec  is  0.  K.'d 
only  for  hypertension.  And  the  FDA 
doesn't  let  drugmakers  so  much  as  hint 
that  their  drugs  might  have  potentially 
beneficial  uses  unless  those  uses  have 
gone  all  the  way  through  the  protract- 
ed and  expensive  fda  approval  process. 
Woe  to  the  drugmaker  that  calls  public 
attention  to  an  unapproved  use.  The 
offending  company  faces  discipline  and 
possibly  federal  prosecution — even  if 
the  treatment  in  question  could  save 
thou.sands  of  lives. 

At  least  one  company  has  called 
down  the  wrath  of  the  FDA  and  its 
tough-talking  administrator,  David  A. 
Kessler.  Johnson  &  Johnson  in  1988 


staged  a  press  conference  to  showcase 
a  researcher's  work  that  suggested 
that  Retin-A,  the  acne  medicine,  could 
have  some  cosmetic  use  in  curbing 
wrinkles.  Sales  soared  until  dermatolo- 
gy patients  starting  complaining  that 
the  stuff  irritated  and  reddened  their 
skin.  Demand  withered.  Now,  J&.J  may 
be  prosecuted  for  publicizing  the  re- 
search. Even  if  the  company  went  too 
far  in  hyping  the  data,  the  marketplace 
was  quick  to  administer  punishment. 

Much  more  than  wrinkles  are  at 
stake  with  many  of  the  drugs  that  are 


subject  to  FDA  constraints.  Many  can- 
cer drugs  are  used  routinely  for  non- 
approved  treatments.  The  science  is  too 
unsettled  and  the  markets  too  small 
for  the  companies  to  seek  label 
changes  for  every  potential  use  of  a 
cancer  drug. 

And  yet,  under  FDA  policy  no  compa- 
ny may  even  circulate  reprints  of  cut- 
ting-edge research  into  nonapproved 
uses — that  would  constitute  promotion 
in  the  FDA's  eyes.  Bristol-Myers  Squibb 
Co.,  a  leader  in  cancer  treatments,  last 
spring  stopped  publishing  a  magazine 
distributed  to  physicians  that  routinely 
discussed  nonapproved  uses  of  its 


drugs.  The  FDA's  crackdown,  says  Pat- 
'rick  D.  Maines,  president  of  the  Media 
Institute,  a  Washington-based  think 
tank,  "is  deeply  suspect  both  constitu- 
tionally, under  the  First  Amendment, 
and  in  terms  of  the  net  public  benefit." 

Then  again,  shameless  drug-compa- 
ny hucksterism  is  also  suspect.  But  the 
FDA  has  no  business  choking  off  reli- 
able, well-developed  scientific  news, 
even  if  the  messenger  is  a  self-interest- 
ed drug  company.  For  their  part,  com- 
panies that  dispense  half-truths  or 
flimsy  research  to  promote  their  drugs 
risk  their  credibility  and 
that  of  the  whole  industry. 
With  the  health  of  patients 
at  stake,  there's  no  room  for 
error.  Ultimately,  all  parties 
will  find  that  fair  and  bal- 
anced information  contrib- 
utes to  the  best  medical 
practice. 

OPEN  TAiK.  To  its  credit,  the 
FDA  is  starting  to  show 
signs  of  loosening  the  drug 
companies'  muzzle.  "We  are 
trying  very  hard  to  make  it^ 
easier  for  companies  like 
Merck,"  says  Ann  M.  Witt, 
the  FDA's  chief  drug-adver- 
tising enforcer.  "Not  for 
them  to  hold  press  confer- 
ences, but  for  them  to  spon- 
sor educational  programs  at 
which  research  can  be  free- 
ly discussed  by  independent 
experts." 

That  idea  should  be  put  to 
the  test:  Companies  that  are 
reluctant  to  underwrite 
medical  meetings  or  sponsor 
impartial  speakers  at  them 
should  clear  the  meeting's 
program  in  advance  with  the  FDA. 
Maybe  then  the  companies  can  show 
that  good  science  doesn't  have  to  con- 
flict with  making  money.  And  the 
agency  then,  too,  could  stop  looking  on 
every  drugmaker's  meeting  as  a  one- 
sided sales  session  designed  to  flout 
agency  rules. 

What  matters  most  is  getting  the 
news  out.  The  stakes  are  way  too  high 
for  either  drugmakers  or  regulators  to 
stand  in  the  way  of  credible  scientific 
research.  Stifling  information  about 
medicine  can  only  hurt  the  men,  wom- 
en, and  children  who  need  these 
drugs — sometimes  desperately. 
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Bridgestone's  Tire  Performance  Standards 
Are  Going  Up  All  The  Time 


•••And  not  only  for  jumbo  jet  tires,  but  for  the  world's  lead- 
ing passenger  and  sports  cars,  sport  utility  vehicles,  trucks, 
busses  and  even  farm  tractors.  Just  about  every  vehicle  known 
to  man.  Including  tires  like  those  on  the  Boeing  747,  that  have 
to  withstand  loads  up  to  870,000  pounds.  Eleven  foot  tall  tires 
that  are  used  on  240-ton  earthmovers.  Tires 
that  grace  ultra-high  performance  cars 
like  Porsche,  Ferarri  and  Jaguar  By  unit- 
ing with  Firestone,  one  of  the  world's 
largest  and  best  known  manufacturers, 
Bridgestone  has  firmly  established  an  ex- 
tensive research,  manufacturing,  sales  and 
service  network  that  serves  the  entire 


world.  Today,  our  state-of-the-art  laboratories  in  Akron, 
Rome  and  Tokyo  are  constantly  striving  to  develop  better, 
more  advanced  Bridgestone  and  Firestone  brand  tires. 
More  than  70  production  plants  and  some  95,000  employ- 
ees throughout  the  world  produce  our  wide  range  of  high 
tech  products.  In  fact,  Bridgestone  pro- 
duces about  150  million  superior  quality 
tires  a  year  that  serve  the  needs  of  peo- 
ple in  every  corner  of  the  globe. 
Tires  that  help  you  get  where  you're 
going. 

Products  and  people  you  can  count 
on.  That's  Bridgestone. 


Bi  idgc>.ione  Proving  Ground,  Tochigi,  Japan. 
(Other  proving  grounds  in  Italy,  Mexico  and  the  U.S.A.) 


ji 


RETAILING  I 


ON  FIFTH  AVENUE:  AN  ATTEMPT  TO  BROADEN  THE  CHAIN'S  CUSTOMER  BASE  BACKFIRED 


TROUBLE  STALKS  THE  AISLES 
AT  ANN  TAYLOR 


Resignations,  falling  sales,  jumpy  investors,  and  ugly  rumors 


Old-timers  on  Wall  Street  surely 
can  recall  an  initial  public  offer- 
ing that  plunged  into  crisis 
quicker.  But  it'll  be  a  long  time  before 
investors  forget  the  speedy  descent  Ann 
Taylor  Inc.  has  suffered  since  its  IPO  last 
May  (chart).  It  may  be  a  while,  too,  be- 
fore they  forgive  Merrill  Lynch  &  Co. 
for  underwriting  the  shares,  now  worth 
half  the  $26  they  commanded  in  the  IPO. 

Like  some  freeway  accident  on  a  fog- 
gy day,  the  pileup  at  the  upscale  retailer 
of  women's  clothing  makes  a  gruesome 
spectacle.  Force  yourself  to  look: 

In  August,  Ann  Taylor  disclosed  that 
same-store  sales  were  tailing  off.  That 
alone  is  pretty  ugly  for  a  company  that 
went  public  just  weeks  earlier,  but 
there's  more.  In  October,  Thomas  H.  K. 
Brooks,  president  and  son  of  Chief  Exec- 
utive Joseph  E.  Brooks,  unexpectedly 
quit.  Weeks  later,  Joe  Brooks  himself 
walked  out,  just  ahead  of  a  report  that 
his  son  had  been  detained  by  the  U.  S. 
Customs  Service  at  John  F.  Kennedy  In- 
ternational Airport,  allegedly  for  smug- 
gling a  clutch  of  watches.  For  good  mea- 
sure, Vice-Chairman  Gerald  H.  Blum  up 
and  quit,  too,  to  pursue  an  acting  career. 

So  who's  minding  the  store?  A  spokes- 
woman says  a  headhunter  is  searching 
for  a  new  CEO.  Meantime,  Ann  Taylor  is 
running  by  committee — a  reality  that 


has  investors  on  edge  and  selling  out. 
"The  business  has  really  hit  a  wall," 
says  Helen  Hayes,  an  analyst  at  Janus 
Venture  Fund,  which  bought  a  big  stake 
in  the  IPO  and  recently  dumped  it  at  a 
loss.  "The  resignation  of  Joe  Brooks 
couldn't  have  come  at  a  worse  time." 
LIKE  A  WINNER.  Neither  Brooks  is  talk- 
ing. But  James  J.  Burke  Jr.,  chief  of 
Merrill  Lynch  Capital  Partners  and  an 
Ann  Taylor  director,  says  his  firm  isn't 
fretting  over  its  majority  stake  in  the 
retailer:  "We  have  every  confidence  in 
our  Ann  Taylor  investment."  Indeed, 
Merrill's  tie  to  Brooks  has  long  looked 
like  a  winner.  With  Merrill's  backing, 
Joseph  Brooks  led  a  $430  million  deal  for 
Ann  Taylor  in  1989. 
Brooks  became  chief 
and  named  his  son 
president.  They  draft- 
ed a  plan  to  expand 
Ann  Taylor  from  177 
stores  in  April,  1991, 
to  250  by  1993.  Thirty- 
three  new  stores 
opened  this  year,  and 
42  were  to  open  in 
1992.  With  the  expan- 
sion on  track,  Ann 
Taylor  seemed  headed 
for  fast  growth  when 
it  went  public  in  May. 
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Suddenly  last  summer,  a  slew  of  mer 
chandising  blunders  hit  home.  Notim 
that  his  core  clientele  of  affluent  work 
ing  women  was  shrinking.  Brooks  ha( 
decided  to  appeal  to  a  broader  group  Wi 
Analysts  say  he  cut  the  quality  of  som( 
goods  and  phased  out  Ann  Taylor's  rela 
.tionship  with  the  expensive  line  of  Joai 
&  David  shoes. 

The  plan  backfired.  For  one  thing 
there  already  are  lots  of  shops  appealing  '-) 
to  the  broader  clientele.  For  another 
Ann  Taylor's  reliable  customers  balkei 
Here's  one  example:  The  company 
"bought  a  lot  of  rayon,  and  it  wasn 
high-quality  fabric,"  says  Janet  Josepl 
Kloppenburg,  an  analyst  at  Robertson 
Stephens  &  Co.,  a  co-underwriter  of  th( 
IPO.  "Customers  felt  the  high  prices  o: 
the  garments  weren't  warranted 
'LESS  TRAFFIC  Or  take  the  move  t( 
dump  Joan  &  David.  Private-label  shoei 
have  fattened  company  margins.  But 
notes  Richard  Hastings,  a  credit  analys 
at  Solo  Credit  Corp.,  "the  Joan  &  Davi( 
exit  means  less  foot  traffic  in  th( 
stores."  Although  Ann  Taylor's  salei 
per  square  foot  have  been  among  th( 
highest  in  retailing — $740  vs.  $450  a 
The  Gap  Inc. — volume  is  off:  Same-ston 
sales  fell  5.27'^  in  October. 

All  this  might  leave  an  underwrite) 
red- faced,  but  Merrill  is  having  none  o; 
it.  "We  did  everything  in  terms  of  doinj 
right  by  all  our  constituents,  our  share 
holders  and  creditors,"  says  Burke.  Bu 
since  Merrill  Lynch  Capital  Partner 
first  invested  in  the  company  back  ir 
1989,  it  picked  up  its  stake,  now  56%,  a 
$6.80  a  share.  So  it's  still  ahead  of  th( 
game.  Says  Burke:  "There  is  absolute!] 
no  financial  impact  on  Merrill." 

The  Brookses  may  not  get  off  so  easy 
A  source  at  the  company  confirms  tha 
Ann  Taylor  has  hired  law  firm  Skadden 
Arps,  Slate,  Meagher  &  Flom  to  investi 
gate  the  Brookses'  business  practices 
For  instance,  he  says,  some  personal  ex 
penses  authorized  by  the  younge: 
Brooks  may  have  been  put  on  the  retail 
er's  tab.  Says  this  source:  "We  are  stil 
looking  into  Joe  now."  Expenses  improp 
erly  charged  to  th( 
company,  he  says,  wil 
have  to  be  reimburse( 
by  the  Brookses. 

And  then  there  an 
those  watches.  Cus 
toms  Service  Regiona 
Counsel  Melvyn  N 
Minsky  confirms  tha 
the  feds  are  weighinj 
a  possible  civil  cast 
against  Tom  Brooks. 

By  Laura  Zinn,  ivit) 
Michele  Galen  and  Lea} 
Nathans  Spiro,  in  Ne\ 
York 


"Baptist  Medical  Center  is 
an  acute  care  hospital  with 
572  beds. ..and  we  treat 
about  100,000  patients  a 
year.  Our  medical  records 
department  works  24  hours 
a  day  to  transcribe  doctors' 
reports  and  keep  our  patient 
records  up  to  date." 

"So  we  can't  afford  to 
be  out  of  service  for  even  a 
few  hours.  Which  is  why 
we  were  looking  for  a 
dictation  system  that  was 
reliable. ..that  offered  us 
room  for  growth. ..and  that 
gave  us  the  service  we 
needed.  Dictaphone  was 
head  and  shoulders  above 
the  rest." 

"Today,  we  process 
routine  physicals  and 
medical  histories  in  four 
hours,  instead  of  48  hours. 
And  it's  all  because  of  our 
Dictaphone  system." 

"I  would  strongly 
recommend  Dictaphone. 
They  offer  outstanding 
service  and  support." 

At  Dictaphone,  a  Pitney 
Bowes  company,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  cpiality  and  reliability 
of  our  products.  What' s 
more,  we  hack  it  up  with 
our  Customer  Satisfaction 
Guarantee."  For  more 
infornuition,  call  l-HOO- 
MR  BOWES  e.\t  1045. 


"We've  reduced  the  transcription 
time  for  doctors'  reports  from 
48  hours  to  4... and  I 
give  Dictaphone  ^es 
100%  credit." 


June  Bass 

Director,  Medical  Records 
Baptist  Medical  Center 
Jacksonville,  Florida 
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MEDIA  I 


DID  MAXWELL  LEAVE 
A  HOUSE  OF  CARDS? 


The  mogul  appears  to  have  been  a  master  of  financial  sleight  of  hand 


For  a  world-class  publicity  hound, 
Robert  Maxwell  certainly  kept  his 
personal  finances  under  wraps.  The 
British  media  baron  projected  a  gilt- 
edged  image:  Buzzing  to  and  from  his 
Oxford  estate  by  helicopter  and  buying 
and  selling  companies  like  chess  pieces. 
In  its  annual  roundup  of  billionaires  last 
July,  Forbes  estimated  Maxwell's  net 
worth  at  $1.9  billion. 

But  since  the  tycoon's  mysterious 
death  at  sea  on  Nov.  5,  the  facade  has 
been  crumbling.  As  his  creditors  start 
picking  through  the 
Maxwell  estate,  they're 
making  an  unpleasant 
discovery:  Most  of  Max- 
well's wealth  was  illu- 
sory. The  68-year-old 
mogul  had  mortgaged 
nearly  every  family  as- 
set to  underwrite  his  ac- 
quisitions, 

FRAUD  PROBE.  To  ap- 
pease his  bankers.  Max- 
well frantically  shifted 
assets  and  debt  from 
one  company  to  anoth- 
er. Creditors  had  re- 
cently been  pressing 
Maxwell.  In  one  case, 
he  failed  to  deliver  the 
collateral  for  a  loan  that 
he  had  promised  to  de- 
liver. Several  of  his  loans  are  in  default, 
and  one  is  under  investigation  by  Brit- 
ain's Serious  Fraud  Office. 

Now,  to  prevent  the  empire  from  un- 
raveling, Maxwell's  sons  Kevin  and  Ian 
are  scrambling  to  convince  more  than  25 
banks  that  their  father's  borrowing 
spree  has  not  left  them  bankrupt.  On 
Nov.  25,  they  gained  a  bit  of  breathing 
room.  At  a  2V'2-hour  meeting  in  London, 
accounting  firm  Coopers  &  Lybrand  and 
longtime  Maxwell  adviser  Bankers  Trust 
Co.  presented  the  banks  with  a  report 
that  estimated  Maxwell  family  assets  to 
be  $350  million  more  than  its  liabilities. 
The  banks,  which  include  Britain's  Na- 
tional Westminster  PLC  and  Lloyds  Bank 
PLC,  agreed  to  hold  off  any  foreclosure 
action  until  Dec.  20.  They'll  also  prepare 
a  rescue  plan  for  Maxwell's  family  as- 
sets witliin  10  days. 

The  big  crunch  for  Kevin  and  Ian  is 
$1.5  billion  worth  of  debt  that  their  fa- 
ther ran  up  to  buy  everything  from  Brit- 


ish soccer  teams  to  newspapers  in  East 
Germany  and  Israel.  Although  these  and 
other  properties  are  owned  by  private 
Maxwell  companies,  many  of  the  loans 
were  secured  by  shares  in  his  publicly 
traded  flagship,  Maxwell  Communica- 
tion Corp.  (MCC).  The  company,  which 
owns  book  publisher  Macmillan  Inc.  and 
the  Official  Airlines  Guides  Inc.,  also 
lumbers  under  $2.3  billion  in  debt. 

Fears  that  MCC  would  have  trouble 
meeting  its  repayment  schedule  had 
been  eroding  the  company's  share  price 


on  a  workout  of  the  debt.  Such  an  ar- 
rangement would  be  similar  to  the  com-: 
plex  pact  that  saved  media  baron  Rupert 
Murdoch  when  he  came  close  to  default 
ing  on  his  $8.2  billion  debt  last  year 
"You  don't  want  one  bank  pulling  the 
plug,  threatening  a  landslide,"  says  one, 
banker.  But  in  return,  the  Maxwells 
would  have  to  sell  many  of  their  assets. 
The  yacht  that  took  Robert  Maxwell  on^ 
his  fateful  cruise  would  surely  go,  as, 
would  his  private  jet. 
FANCY  FOOTWORK.  Less  certain  is  the 
future  of  such  money-losing  papers  as 
the  New  York  Daily  News  and  The  Eu 
ropean.  Kevin  and  Ian  insist  they  will 
keep  them.  The  family  also  hopes  to  re- 
tain control  of  its  other  major  holding. 
Mirror  Group  Newspapers  PLC,  which 
publishes  Britain's  Daily  Mirror.  Its 
51%  stake  is  worth  $450  million.  But  as 
with  MCC,  Maxwell  mortgaged  many  of 
these  shares  to  secure  loans. 


MAXWELL  STOCK: 
A  STEADY  EROSION 


MAY  6, '91  NOV.  25 

A  DOIURS  (£1=51.7942) 

DATA:  DATASTREAM  INTERNATIONAL  LTD. 


even  before  Maxwell  died  (chart),  ln' 
stock  fell  from  $4.28  in  early  May  to 
$2.18  the  day  Maxwell  vanished  off  his 
180-foot  motor  yacht.  Then  it  plunged  as 
low  as  63$.  The  scary  part  for  creditors: 
Kevin  Maxwell  recently  disclosed  that 
more  than  four-fifths  of  the  family's  68% 
MCC  stake  was  pledged  as  collateral  for 
loans.  In  early  May,  that  stake  was 
worth  $1.9  billion.  But  the  shares  now 
are  worth  about  $440  million — not  suffi- 
cient collateral  to  cover  the  private  debt. 

So  what  happens  now?  The  Maxwells 
and  most  of  their  bankers  hope  to  agree 


Maxwell's  sons  are 
scrambling  to  convince  more 
than  25  banks  that  their 
empire  is  not  banki'upt 


Also  unclear  is  the  futui-e  of  MCC:  Ru- 
mors have  flown  in  the  City  of  London 
that  it,  too,  might  have  to  be  sold.  But 
Kevin  Maxwell  has  said  that  asset  sales 
have  already  raised  most  of  the  $750 
million  due  in  MCC's  next  debt  payment 
in  October,  1992.  These  included  the 
Nov.  7  sale  of  a  majority  stake  in  Berlitz 
International  Inc.  to  a  Japanese  publish- 
ing company.  Still,  he  admits  that  the 
balance  of  MCC  debt  will  have  to  be  re- 
structured as  well,  since  MCC  won't  be 
able  to  raise  an  additional  $1.26  billion 
by  October,  1994. 

Things  never  came  to  such  a  pass 
while  Maxwell  was  alive,  but  only  be- 
cause he  used  some  fancy  footwork  to 
stay  ahead  of  the  bankers.  One  case  in 
point:  a  $104  million  loan  from  Swiss 
Bank  Corp.  that  is  now  under  investiga- 
tion by  Britain's  fraud  office. 

Maxwell  borrowed  the  money  last  Au- 
gust to  bid  for  the  entire  portfolio  of  a 
British  investment  fund  called  First  To- 
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You  are  free  of  bankcard  debt 


and  the  eternity  of  revolving  interest  payments. 
Your  financial  life  is  under  control. 
You  are  calm. 


The  Card. 
The  American  Express"  Card. 


kyo  Index  Trust  PLC.  Maxwell,  who  was 
managing  the  fund  through  a  subsid- 
iary, opted  to  bid  for  the  portfolio  after 
the  fund's  directors  discovered  he  had 
lent  84%  of  its  assets  to  another  Max- 
well company  without  their  consent.  In 
an  offering  document  for  First  Tokyo, 
Maxwell  acknowledged  that  "the  man- 
ner and  terms  of  the  securities  lending 
program  should  have  been  approved  by 
a  resolution  of  the  board." 

Swiss  Bank  was  to  get  the  entire  port- 
folio as  collateral  for  the  loan.  But  when 
handover  time  came  in  October,  Maxwell 
didn't  deliver.  "Not  a  single  share 
turned  up,"  says  Timothy  Shepheard- 


Walwyn,  a  Swiss  Bank  official  in  Lon- 
don. After  Maxwell  died,  Swiss  Bank 
was  told  by  Maxwell  executives  that  all 
the  shares  had  been  sold.  The  bank  re- 
fused to  accept  less-secure  collateral  in 
other  Maxwell  properties  and  turned  the 
matter  over  to  British  police.  Swiss  Bank 
is  now  also  pressing  for  preferred  treat- 
ment over  other  creditors. 

The  Swiss  Bank  incident  suggests 
Maxwell  was  having  trouble  keeping  up 
his  adroit  juggling  of  debts  shortly  be- 
fore his  death.  Another  sign  was  his  re- 
cent falling  out  with  Goldman,  Sachs  & 
Co.:  In  August,  the  investment  bank  re- 
vealed it  was  holding  about  $190  million 


in  MCC  and  Mirror  Group  shares  as  col 
lateral  for  a  loan  it  had  made  to  Max 
well.  A  source  close  to  Goldman  says  tht 
firm  later  became  concerned  about  the 
eroding  share  price  of  both  companies 
When  it  pressed  Maxwell  to  repay  the 
loan,  he  stalled.  So  to  show  Maxwell 
meant  business,  Goldman  sold  2.2  milliori 
MCC  shares  just  days  before  his  death. 

With  Goldman  and  others  calling  an 
end  to  Maxwell's  legerdemain,  his  free 
dom  to  act  as  a  big-spending  billionairefl 
was  already  getting  hedged  in.  Now,  his 
heirs  are  using  all  their  skills  to  emerge 
from  the  mess  as  mere  millionaires. 

By  Mark  Mnremont  in  London 


MARKETING  I 


'HONEY,  LET'S  TAPE  SOME 
COMMERCIALS  FOR  THE 


Henry  Yuen  has  a  new  brainstorm — and  Madison  Avenue  is  all  ears 


First,  Henry  C.  Yuen  did  what  skep- 
tics said  was  impossible:  He  per- 
suaded newspapers  to  pay  for  all 
those  tiny  numbers  they  now  run  in  the 
TV  listings,  the  ones  that  program  VCRs 
to  automatically  record  shows.  Now, 
he's  going  after  far  bigger  game  by  try- 
ing to  get  TV  advertisers  to  do  the  same. 

Yuen  is  the  genius  behind  VCR  Plus, 
that  simple  $60  gadget  that  signals  al- 
most any  VCR  to  turn  on  and  record  at 
the  right  time  after  the  viewer  punches 
in  a  code  number  from  the  TV  listings 
(BW — Jan.  14).  The  way  Yuen  figures, 
advertisers  could  use  the  same  scheme 
to  deliver  information  to  interested  con- 
sumers. "We're  just  extend- 
ing the  choice  from  what  pro- 
gram they  want  to  watch  to 
what  commercial  they  want  to 
watch,"  says  Yuen,  CEO  of 
Gemstar  Development  Corp. 
BIG  SAVINGS.  Right  now,  the 
idea  is  just  a  concept,  but  he 
has  set  up  a  sister  company, 
iPlus  Inc.,  and  hired  ad  agen 
cy  veteran  James  K.  Agnew 
to  run  it.  Executive  Vice-Pre^ 
ident  Agnew  most  recently 
headed  J.  Walter  Thompson/ 
West  and  was  president  of 
McCann-Erickson  USA.  "You 
already  see  ads  for  cars  and 
cruise  lines  and  tourist  desti- 
nations running  800  numbers 
so  prospects  can  get  a  video- 
tape," he  says.  "In  the  future, 
we'd  hope  that  the  VCR  Plus- 
Code  would  be  listed." 

The  code  would  trigger 
VCRS  to  tape  a  10-  to  30-min- 


ute  commercial  aired  on  a  little-used  ca- 
ble channel  in  the  wee  hours.  Agnew 
figures  that  as  the  number  of  vcR  Plus 
users  grows,  the  iPlus  system  will  be 
able  to  deliver  such  a  "video  brochure" 
to  consumers  at  a  cost  to  advertisers  as 
low  as  $1  to  $2.  Companies  that  now 
mail  out  videocassettes  spend  as  much 
as  $10  each,  plus  production  costs.  Blank 
tape,  dubbing,  and  packaging  alone  cost 
them  around  $2. 

As  with  current  video  brochures,  the 
consumer  pays  nothing.  The  cable  sta- 
tion, meanwhile,  could  sell  time  that 
would  otherwise  go  unused.  And  iPlus 
would  collect  its  cut  from  the  agency 


that  placed  the  ad  that  got  the  consumer 
taping  in  the  first  place 

The  prospect  of  big  savings  has 
grabbed  the  advertising  community's  at- 
tention. "If  TV  advertising  is  fragment- 
ing like  we  think  it  is,  then  we  have  to 
find  new  ways  to  get  our  message  into 
the  home,"  says  Vic  Olesen,  president  of 
the  Los  Angeles  ad  agency  that  bears 
his  name.  Olesen  ran  a  campaign  earlier 
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this  year  for  Chevrolet,  mailing  200,000 
videotapes  to  Californians  to  drum  up 
interest  in  the  Capr-ice  sedan.  "That  was 
just  potluck,  but  what  VCR  Plus  has  is] 
r-eally  r-emarkable,"  he  says.  "You  woul 
get  highly  qualified  prospects,  becaus 
they  all  asked  for  it." 

Adds  Richar'd  B.  Edler,  managing  d 
rector  of  Foote,  Cone  &  Belding/Los  An- 
geles: "Because  they're  already  in  the 
home,  VCR  Plus  could  become  the  pre 
mier  direct  marketers  in  the  country." 
TEST  TARGETS.  Agnew  plans  to  start  with 
three  categories  when  testing  begins 
next  spring:  automobiles,  tourism,  an 
movies.  The  thr-ee  already  use  extensiv 
video   mar-keting,   he  points] 
out,  either  through  direct  mail] 
or,  in  the  case  of  movie  stu 
dios,  by  running  trailers  i 
theaters  and  on  videos. 

Now,  all  he  has  to  do  is  t( 
persuade  prospects  to  run| 
them  on  TV — and  rent  a  Plus 
Code  from  iPlus.  That  will 
mean  still  more  revenues  for 
VCR  Plus,  which,  counting  li- 
cense fees  from  newspapers, 
royalties  from  vcR  makers, 
and  sales  of  the  gadget  itself, 
will  do  close  to  $80  million  in 
business  this  year,  its  first, 
"What  we've  come  up  with  is 
the  poor  man's  interactive 
TV,"  says  Yuen,  who  still 
holds  down  a  job  at  TRW  Inc.'s 
Space  &  Technology  Group. 
But  it's  a  poor  man's  toy 
that's  making  him  rich. 

By  Larry  Armstrong  in  Los 
A  ngeles 


GET  UP  TO  ^2,000  IN  - 
CREDIT  DURING  THE 
INTERNATIONAL  TRUCK 


3uya  long  lasting, 
ough  as  nails 
nternationa 
Tiedium  or  heavy 
ruck  between 
October  1st  and 
December  31* 
3nd  you'll  get 
Tiorethan  |usta 
sweet  deal.  We' II  also 
^ive  you  a  special  Fleet 
Zharge*  Card  worth  $1,000  on 
3  medium  truck  or  $2000  on 


4V INTEBNATIONAI 


from  NAVISTAR^ 


a  heavy  truck.  It's 
good  for  free  parts, 
service,  labor  or 
accessories  as  an 
extra  added  bonus. 
See  your  nearest 
International  dealer 
for  details.  (Or  cal 
800-962-0119,  Ext. 
992  for  the  dealer  nearest  you.) 
Now  during  our  Big  Bonus  Days. 

*Must  buy  and  take  delivery  from 
dealer  stock  by  12/31/91, 
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MONEY  TALKS 

What's  the  best  way  to 
encourage  quality?  Towers 
Perrin,  the  compensotion 
consultonts,  recently  asked 
500  U.S.  companies  whether 
they  provide  top  performers 
with  recognition,  such  as 
cash  and  stock.  Then  Towers 
Perrin  asked  the  companies 
whether  the  plans  help  im- 
prove quality.  The  results: 

COMPANIES  OFFERING: 
1 56% 


26% 

THOSE  THAT  THINK  IT  HELPS: 
1 43% 


RECOGNmON 


62% 


0*T*  TOWERS  PERRIN 


THE  TORCH  PASSES 
AT  FIAT 


►  The  Agnellis,  Europe's  most 
powerful  industrial  dynasty, 
are  preparing  for  change  at 
the  top.  Giovanni  Agnelli,  the 
70-year-old  head  of  the  family, 
announced  on  Nov.  24  that  his 
brother  Umberto,  57,  would 
succeed  him  as  Fiat  chairman. 
No  date  was  set,  but  under 
the  bylaws  of  Giovanni  Ag- 
nelli &  Co.,  the  family  holding 
company,  the  elder  Agnelli 
must  retire  when  he  turns  75 
in  1995.  Says  a  Fiat  insider: 
"Nothing  excludes  transfer- 
ring power  before  1995." 

Umberto  has  overseen 
large  Agnelli  investments  in 
French  food  giant  BSX,  Club 
Mediterranee,  and  Meridiana. 
the  largest  private  airline  in 
Southern  Europe.  With  Fiat 
profits  slumping,  such  hold- 
ings are  increasingly  impor- 
tant in  the  family  portfolio. 


COORS  BREWS  BIG 
PLANS  FOR  KOREA 


►  Coors  is  going  where  the 
growth  is.  With  Korean  beer 
sales  expanding  15^f  a  year, 
compared  with  a  puny  2'';  in 


the  U.  S.,  Coors  Brewing  is 
forming  a  joint  venture  with 
Jinro,  Korea's  largest  produc- 
er of  alcoholic  beverages,  to 
build  a  1.8  million-barrel 
brewery  in  Seoul  to  produce 
Coors  beer.  Coors  is  aiming  to 
capture  20'/V  of  the  Korean 
market  before  long. 

The  plant,  which  is  sup- 
posed to  come  on  line  in  1995, 
will  be  Coors'  first  outside  the 
U.  S.  It's  part  of  an  interna- 
tional expansion  program  for 
America's  No.  3  brewer, 
which  wants  to  be  in  20  mar- 
kets outside  the  U.  S.  by  1995. 
Coors  is  now  for  sale  in  seven 
countries  outside  the  states. 


CHASING  DIRTY  MONEY 
TO  THE  CITY  OF  ANGELS 


►  Calling  Los  Angeles  "the 
center  of  drug-money  laun- 
dering in  the  United  States," 
federal  authorities  in  five  cit- 
ies charged  50  people  with  il- 
legally moving  more  than 
$500  million  in  drug  profits 
through  a  vast  network  of 
banks  and  precious-metals 
companies  centered  on  the 
West  Coast.  FBI  officials  say 
some  of  the  people  arrested 
are  connected  to  the  Patriarca 
organized-crime  family. 

According  to  the  FBI,  the 
suspects  would  disguise  the 
ill-gotten  nature  of  their  mon- 
ey by  purchasing  jewelry  im- 
porters or  export-impoi't  com- 
panies in  Los  Angeles.  Under 
the  guise  of  legitimate  finan- 
cial transactions,  the  suspects 
would  then  wire  drug  money 


DAYS  OF  WHINE  AND  ROSES 


These  are  thorny  times  for  orga- 
nizers of  the  103rd  annual  Rose 
Bowl  and  its  accompanying  pa- 
rade. It  all  started  when  a  de- 
scendant of  Christopher  Colum-  ^  ' 
bus  was  named  grand  marshal 
of  the  Jan.  1  extravaganza.  Af- 
ter groups  representing  Native 
Americans  protested,  a  North- 
ern Cheyenne  member  of  the 
House,  Ben  Nighthorse  Camp- 
bell (D-Colo.),  was  named  co- 
grand  marshal.  That  still  may  not  forestall  a  demonstration. 

Then,  the  Los  Angeles  County  Sheriff's  department  threat 
ened  that  it  wouldn't  supply  its  usual  security  forces  for  th 
event.  The  reason:  The  Pasadena  City  Council  insisted  that  th 
763-member  security  team  include  no  members  of  a  local  white^ 
supremacist  group.  "The  personnel  of  my  department  havi 
been  grievously  and  unfairly  characterized,"  fumed  Sherif: 
Sherman  Block,  prompting  the  council  to  apologize.  What'; 
next?  Animal-rights  groups  protesting  the  use  of  pigskins? 


through  the  companies'  ac- 
counts to  banks  in  Rhode  Is- 
land. South  America,  Switzer- 
land, and  elsewhere. 


CLOAK-AND-DAGGER 
IN  ROCHESTER,  N.Y. 


►  It  was  a  case  of  corporate 
espionage  that  might  make  a 
decent  B-movie.  Two  spies 
hired  by  a  major  corporation 
botch  a  job  breaking  into  the 
enemy's  camp.  But  don't  ex- 
pect to  see  it  in  theaters 
owned  by  National  Amuse- 
ments, which  owns  700  movie 
screens,  as  well  as  cable  TV's 
Showtime  and  The  Movie 
Channel.  Why?  National 
Amusements  hired  the  spies. 


On  Nov.  15,  two  men  ap 
peared  in  the  lobby  of  a  Roch 
ester  (N.  Y.)  office  buildin 
after  work  hours  and  talked  I 
their  way  into  the  offices  of  a| 
law  firm  representing  a  com 
munity  group  opposed  to  the 
building  of  a  National  Amuse 
ments  theater  in  a  nearby 
suburb.  Soon  after,  a  custodi 
an  saw  the  men,  Ralph  Howe 
and  Sean  Cole,  going  through 
the  firm's  files.  They  were  ar 
rested  the  next  day,  and  both 
have  pleaded  not  guilty. 

While  National  admits  hir 
ing  the  men,  it  denies  autho- 
rizing any  illegal  activity.  But 
it  said  in  a  press  release:  "If 
the  opposition  is  significantly 
funded  by  one  or  more  com- 
peting exhibitors  ...  we  ari 
entitled  to  know." 


HOW  A  TYPO  TOPPLED 
THE  PHONE  NETWORKS 


►  Talk  about  expensive  typo 
graphical  errors.  DSC  Commu- 
nications in  Piano,  Tex.,  has 
confirmed  that  a  single  mis- 
typed character  in  some  soft 
ware — a  "6,"  to  be  exact— 
lielped  trigger  extensive  local 
phone  outages  last  summer  in 
the  Washington,  Pittsburgh, 
and  Los  Angeles  areas.  The 
"6"  was  typed  in  place  of  a 
"D"  in  software  that  helps  set 
up  phone  calls,  DSC  confirmed 
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Because  you  dont  just  have  a  job.^u  have  a  hie. 


Like  many  people,  you  may  have 
discovered  tliat  vour  favorite  place  to  do 
business  is  ri»^lit  in  your  own  l)ackyard. 
The  IBM  PS/i  "  is  perfect  lor  you.  It  runs 
the  soltware  vou  need  tor  extra  otlice 
work  or  your  small  business — including 
Lotus*  1-2-3  ^  and  Word  Perfect  ®  Some 
models  even  come  w  ith  386  "S\  power 
and  Microsoft  "  Windows  "  built  in. 
The  PS/I  is  expandable,  so  it  can  grow 
with  vour  needs.  And  because  it  s 
from  IBM,  its  compatil)le  with  most 
business  computers. 

But  the  PS/1  fits  into  your  file,  too.  Its 
remarkably  easy  to  set  up  and  use.  Prices 
start  as  low  as  $999.*  Best  of  all,  it  comes 
w  ith  the  service  and  support  you  can  expect 
only  from  IBM.  Not  to  niention  the  sup- 
port you'll  get  Irom  the  people  around  vou. 
For  a  store  near  you,  call  I  800  IBM-3377. 


Prices  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/1 
a  trademark  of  International  Business  Mactiines  Corporation  WordPerfect  is  a  registered 
trademark  of  WordPerfect  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus 
Development  Corporation.  386  is  a  trademark  of  Intel  Corporation  [Microsoft  is  a  registered 
trademark  and  Windows  a  trademark  of  Microsoft  Corporation.  ©1991  IBM  Corp 


The  fwmlock 
winding  crown 
protects  movement 
from  the  elements. 


"If  my  Rolex  hadn't  been  reliable, 
I'd  be  lost.  It's  as  simple  as  that." 
So  said  explorer  Robert  Swan  about 
the  timepiece  that  helped  him 
navigate  to  the  South  Pole.  As  Swan's 
fel  low  -  adventurer 
Janusz  Kurbiel  notes, 
"When  you  can't  rely 
on  external  time  checks, 
a  watch  becomes  one  of 
the  basic  instruments 
of  survival." 

Part  of  what  makes 
a  Rolex  Oyster  so  dependable  is  the 
design  of  its  rugged  case,  which  is 
hewn  from  a  solid  block  of  metal, 
using  up  to  sixty  tons  of  pressure. 

The  shell  that  results  is  the  ideal 
protection  for  the  intricate  Rolex 
movement,  a  mechanism  so  finely  honed,  it 
takes  Rolex  expert  craftsmen  a  year  to  create  one. 

The  movement  is  further  protected  by  the 
Twinlock  winding  crown.  Designed  according 
to  the  same  principle  as  a  submarine  hatch,  the 
Twinlock  keeps  water  and  other  elements 

fi-om  reaching  the  movement 
On  the  Submariner 
and  Sea- Dweller 
diving  models, 
i   the  Twinlock  is 
/    replaced  by  a 
Triplock  crown 
designed  to  keep 
the  watch  pres- 
sure-proof to  depths 
of  1,000  and  4,000  feet  respectively 

As  each  timepiece  is  being 
assembled,  it  is  subjected  to 
a  comprehensive  series 
of  tests.  To  ensure  that  the 
movement  performs 


It  takei  more  than 
150  operatums 
to  create  an 
Oyster  case 


The  Kolex  Oyster  Perpetual 
movement  contains  more 
than  220  components 


Why  explorers  are  willing  to 
stake  their  lives  on  a  Rolex. 

mechanically,  it  is  examined  by  expert 
watchmakers  aided  by 
computers,  lasers,  and 
electron  microscopes. 
And  once  the  Rolex 
movement  is  finally 
assembled  and  placed 
in  its  Oyster  case,  it 
is  tested  anew— 

this  time  for  reliability  and 
resistance  to  water  pressure. 

The  extraordinary  pro- 
cess that  goes  into  making 
a  Rolex  helps  explain  why 
it  has  accompanied  explorers 
to  the  heights  of  Everest  and 
into  the  frigid  waters  of  the 
Arctic.  While  there  are  many 
timepieces  people  count  on  for 
the  time,  there  is  .t. 
one  they  trust  with 

ROLEX 


lives.  Rolex. 


tKolex  (Jyster  I'erpetual  T)ate  GMT  Master  in  stainless  steel  with  matching  Oyster  bracelet- 
ilr  /o,  hnti/iim'  Hn/,  \  U  ahh  r.S  .i.  Int..  Dip^  5/V.  Rolex  liiiiltliiig,  665  {■i/lli  .Iveiiiie,  Xew  York.  Xnr  Vorl!  J0022-'>hSl 
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1  PRESIDENTIAL  CAMPAIGN 
IN  SEARCH  OF  A  RUDDER 


■  H  Vheii  Lee  Atwater  died  last  March,  all  of  political 
^^^m  Washington  knew  that  George  Bush  would  miss  the 
^Kwl  architect  of  his  1988  electoral  triumph  once  the  '92 
ampaign  got  rolling.  But  until  the  President's  polls  nose-dived 
lis  fall,  no  one  realized  just  how  keenly  the  loss  would  be  felt. 

Atwater  earned  a  search-and-destroy  reputation  in  the  '88 
ampaign  by  making  furloughed  prisoner  Willie  Horton  a 
ousehold  name  and  ridiculing  Michael  S.  Dukakis  for  being 
oft  on  the  Pledge  of  Allegiance.  But  Atwater's  real  genius 
'as  his  feel  for  the  pulse  of  the  middle  class.  He  helped  the 
atrician  Bush  harness  the  seething  resent- 
lents  of  average  Americans. 

That  instinct  has  been  sorely  lacking  in  re- 
ent  White  House  maneuvers.  Hurting  work- 
rs  are  not  assuaged  by  Bush's  assurances 
lat  the  economy  is  mending,  that  a  cut  in 
apital-gains  taxes  will  be  good  for  them,  and 
lat  he'll  tackle  the  problem  of  inadequate 
ledical  insurance  when  he's  good  and  ready. 
<OBODY  IN  CHARGE.'  Bush  has  delayed  put- 
ng  the  White  House  into  campaign  mode  for 
A'o  reasons.  He  thinks  he'll  benefit  from  stay- 
ig  "Presidential"  for  as  long  as  possible.  And 
e  has  been  unwilling  to  resolve  a  bitter  inter- 
al  struggle  over  who  will  be  top  dog  in  the 
•2  campaign — White  House  Chief  of  Staff 
ohn  H.  Sununu  or  a  longtime  adviser  such  as 
Robert  M.  Teeter.  Despite  Sununu's  many 
affes,  Bush  appears  to  have  no  immediate  plans  to  ditch  the 
ombative  staff  chief — or  to  freeze  him  out  of  campaign  deci- 
ion-making. 

Until  Bush  stops  dithering — and  finds  a  new  Atwater — the 
roblems  will  persist.  "They  have  no  plan,  and  nobody  in 
harge,"  says  top  GOP  strategist  Stuart  Spencer.  Normally, 
lush  intimate  James  A.  Baker  HI  would  step  in  to  take 
ommand.  But  the  peripatetic  Secretary  of  State  is  working 
all-time  on  the  Middle  East  peace  conference.  In  Baker's 
bsence,  such  veteran  GOP  pols  as  consultant  Charles  Black 


SUNUNU:  MALADROIT  ADVISER? 


and  former  Reagan  Staff  Chief  Kenneth  M.  Duberstein  could 
be  tapped  for  top  roles  in  the  reelection  effort. 

But  first.  Bush  must  free  himself  from  the  iron  grip  of  his 
politically  maladroit  advisers,  including  Sununu,  Budget  Direc- 
tor Richard  G.  Darman,  and  Treasury  Secretary  Nicholas  F. 
Brady.  Murmuring  that  "good  policy  is  good  politics,"  they 
predict  that  the  economy  will  soon  snap  back,  allowing  the 
President  to  resume  his  glide  to  reelection. 

Such  confidence  is  shared  by  few  in  GOP  ranks.  Republicans 
are  terrified  by  polls  showing  Bush's  approval  rating  down  to 
ol'f  and  nervous  over  growing  signs  of  a  GOP 
bloodbath  in  the  '92  Senate  races.  Some  even 
worry  that  the  President's  passivity  indicates 
lack  of  interest  in  a  second-term  domestic  pro- 
gram. In  fact,  morale  is  so  low  in  the  White 
House  that  James  P.  Pinkerton,  who  has 
pushed  the  concept  of  empowering  the  poor  as 
a  substitute  for  traditional  Democratic  social 
programs,  is  thinking  of  quitting  as  director  of 
policy  planning.  Pinkerton  has  been  frustrated 
to  see  many  of  his  ideas  picked  up  not  by  Bush 
but  by  Democratic  contender  Arkansas  Gover- 
nor Bill  Clinton  (page  60). 

"The  President  didn't  expect  to  be  in  this 
spot,"  concedes  one  close  adviser.  Now,  Bush 
is  pinning  his  turnaround  on  his  January  State 
of  the  Union  Address.  He's  promising  a  bold 
offensive  that  will,  as  one  intimate  puts  it, 
"show  the  American  people  the  President  is  as  interested  in 
bringing  change  at  home  as  he  has  been  to  the  world." 

But,  hamstrung  by  the  deficit.  Bush  is  unlikely  to  offer 
much  more  than  rhetoric.  And  if  he  offers  merely  a  slick 
public  relations  effort,  the  Democrats  will  keep  pounding  him 
with  charges  of  domestic  neglect.  So  finding  a  street  fighter 
like  Atwater  is  all  the  more  important.  As  former  Reagan 
political  director  Mitchell  E.  Daniels  Jr.  says:  "I  don't  care  who 
he  picks,  but  the  President  has  to  pick  somebody  real  soon." 

5//  Douglas  Harbrecht,  with  Paula  Dwyer 


APITAL  WRAPUPI 


HEALTH  CARE 


A series  of  hearings  by  Senate 
Majority  Leader  George  J.  Mitch- 
ell (D-Me.)  is  more  than  it  seems. 
Mitchell  will  hit  five  cities  during  the 
week  of  Dec.  9-13,  ostensibly  to  solicit 
views  on  how  the  government  can  ease 
the  health  care  crisis.  But  it  so  happens 
that  the  Democratic  senators  who  will 
chair  individual  sessions — Wyche 
Fowler  Jr.  of  Georgia,  John  Glenn  of 
Ohio,  Bob  Graham  of  Florida,  and  Tim 
Wirth  of  Colorado — are  up  for  reelec- 
tion next  year.  Each  has  a  fund-raising 
event  scheduled  to  coincide  with  the 
hearing  he'll  run.  Mitchell  says  the 
fund-raisers  were  planned  after  the 


hearings  and  that  no  health  care 
groups  are  being  asked  for  contribu- 
tions. Still,  the  Democratic  Senatorial 
Campaign  Committee  is  defraying 
Mitchell's  travel  costs. 

REGULATORS  

Food  &  Drug  Administration  chief 
David  Kessler's  reviews  on  Capitol 
Hill  have  turned  mixed.  He  wins  wide 
praise  in  Congress  for  revitalizing  the 
agency.  But  some  lawmakers  are  wor- 
ried by  reports  that  Kessler  has  stirred 
up  resentment  within  the  FD.A.  by  re- 
placing senior  managers  with  his  own 
people.  "Management-wise,  I  think  he's 
off  to  a  bad  start,"  says  a  worried  Hill 
staffer. 


CONTENDERS 


The  first  test  of  Democratic  Presi- 
dential contenders  looms  not  in 
Iowa  but  in  a  Dec.  15  straw  vote  at  the 
Florida  state  Democratic  convention. 
The  victory  could  allow  one  of  the  six 
candidates  to  break  out  of  the  pack — 
and  right  now,  Arkansas  Governor  Bill 
Clinton  may  have  the  edge.  He  has  the 
support  of  four  important  county  chair- 
men and  of  Lieutenant  Governor  Bud- 
dy MacKay.  But  don't  count  out  Iowa 
Senator  Tom  Harkin,  who  has  strong 
labor  backing,  or  Senator  Bob  Kerrey 
of  Nebraska,  who  has  picked  up  key 
support  in  the  Tampa  Bay  area.  Both 
are  working  the  Sunshine  State  hard. 


SHINGTON  OUTLOOK 
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)nly  one  thing  is  better  than  easily  tap  into  information  "As  a  strategic  business 
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Digital's  NAS  open  com- 
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''With  Digital's  products,  they  make  better  Corporation,  111  Powder  Mill 
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rHE  OPEN  ADVANTAGE. 


International  Business 


EUROPE  I 


'THE  CARNIVAL 
IS  OVER' 


Can  Europe's  stodgy  airlines  weather  deregulation  and  tough  new  rivals  from  the  U.S.  and  Asia? 


It's  3  a.m.  in  Paris,  and  Air  France 
Chairman  Bernard  Attali  is  wide 
awake,  staring  at  a  home-computer 
screen.  AttaH,  a  night  owl  who  rarely 
sleeps  more  than  three  or  four  hours, 
has  worked  until  midnight.  Now,  with  a 
few  moments  to  relax,  he's  indulging  his 
passion  for  chess,  playing  against  a  com- 
puterized version  of  world  champion 
Garri  Kasparov.  Pondering  his  next 
move  in  these  early-morning  hours,  how- 
ever, Attali  surely  has  much  more  than 
chess  on  his  mind. 

That's  because  Air  France  and  Eu- 
rope's other  airlines  are  facing  the 
stormiest  period  of  their  postwar  histo- 
ry. Thirteen  years  after  deregulators 
turned  the  U.  S.  airline  industry  topsy- 
turvy, Old  World  carriers  are  bracing 
for  a  similar  jolt.  As  they  head  into  the 
fateful  year  1992,  European  Community 
planners  are  attempting  to  knock  down 
borders,  promote  freer  competition,  and 
push  protected  airlines  out  of  their  cozy, 
nationalistic  nests.  Simul- 
taneously, Europe's  air- 
lines face  an  uprecedented 
onslaught  from  America's 
mightiest  carriers — Ameri- 
can, United,  and  Delta. 
Asian  airlines,  too,  are 


swoopmg  m. 

The  inefficient  Europe- 
ans risk  losing  out.  While 
deregulation  was  whipping 
U.  S.  airlines  into  fighting 
trim,  monopolistic  routes 
and  government  coddling 
kept  most  European  carri- 
ers fat  and  stodgy.  Today, 
the  pampered  airlines  bad- 
ly need  the  discipline  of 
greater  competition.  Their 
ability  to  slim  down — and 
team  up — will  determine 
whether  such  proud  old 
names  as  Alitalia,  SAS,  and 
Air  France  can  maintain  a 
credible  presence  against 
their  competitors.  At  the 
moment,  nearly  all  are  los- 
ing market  share  and  los- 
ing money  (chart). 
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The  Europeans  aren't  likely  to  adopt 
the  winner-take-all  kind  of  deregulation 
that  the  Americans  embraced  in  a  burst 
of  free-market  fervor.  Europe's  govern- 
ments, still  sorting  out  how  much  they'll 
give  up  to  pan-European  control,  are 
opening  the  skies  to  competition  in  grad- 
ual steps.  Fares  will  fall,  but  not  in  the 
wholesale  frenzy  that  hit  the  U.  S.  a  de- 
cade ago.  And  there  are  still  competing 
visions  of  what  Europe's  deregulation 
will  ultimately  look  like. 
MERGER  WAVE.  But  whether  it's  France, 
advocating  a  go-slow  liberalization  even 
as  it  funnels  subsidies  to  Air  France,  or 
Britain,  with  its  faith  in  laissez-faire, 
most  Europeans  agree  that  "we're  at 
the  beginning  of  a  vast  restructuring 
movement,"  as  Attali  says.  Of  Europe's 
two  dozen  major  airlines,  the  majority 
will  disappear,  says  Giovanni  Bisagnani, 
chief  executive  of  Italy's  Alitalia.  As  he 
told  senior  managers  recently:  "Gentle- 
men, the  carnival  is  over." 


KEY  BATTLERS  FOR  EUROPE'S  SKIES 


FISCAL  1990  RESULTS: 

FISCAL  YEARS  END  12/31/90 


GLOBAL  REVENUES   NET  EARNINGS       GLOBAL  TRAFFIC 

BILLIONS  OF  DOLLARS       MILLIONS  OF  DOLLARS   PAVING  PASSENGER-MILES,  BILLIONS 


AMERICAN  AIRLINES      ^117        -S39.6  77 

Developed  many  routes  to  the  Continent.  Bought  TWA's  lucrotive 
routes  to  London.  Huge,  wealthy,  and  aggressive 

UNITED  5 11.0  S94.5  75 

Building  hubs  in  London  and  Paris,  after  buying  Pan  Arn's  routes. 
Major  powerhouse 

AIR  FRANCE  ^lo^        -$132.0  36 

Trying  to  cut  costs,  but  government  and  unions  balk.  Bought  its  two  big 
French  competitors,  likely  to  buy  into  Sabena  soon 


DELTA* 


$9.2  -S324.4 


Building  hub  in  Frankfurt  with  purchase  of  Pan  Am's  extensive  rights  to 
Europe,  Eastern  Europe,  the  Middle  East,  and  Africa 

LUFTHANSA  ^9.0  $9.0  32 

Slowly  going  private.  High  costs,  but  has  strong  domestic  market  plus 
Eastern  Europe.  Possible  alliances:  Air  France,  Japan  Air  Lines,  USAir 

BRITISH  AIRWAYS**        ^8.8        $170.0  40 

Privatized  and  efficient,  eager  to  spread  wings.  But  vulnerable  to  U.S. 
carriers.  Talking  possible  merger  with  KLM  and  links  with  Northwest 


Already,  a  merger-and-alliance  wave 
building  as  worried  European  airlin 
scramble  to  make  their  strategic  move; 
Air  France,  which  last  year  absorbed  i 
major  French  rivals,  now  is  eyeing 
stake  in  Sabena  Belgian  World  Airline; 
Germany's  Lufthansa  is  talking  wi 
USAir  and  Japan  Air  Lines  about  tyi 
its   routes   to   theirs   with  marketi 
agreements.  Alitalia  has  already  inki 
similar  accords  with  USAir  and  Iberia  Ai 
Lines. 

Giant  British  Airways  PLC,  probab 
Europe's  most  competitive  airline,  ha 
much  grander  moves  in  mind.  It's  dii 
cussing  tight  links  with  KLM  Roy; 
Dutch  Airlines,  a  sort  of  near-merge: 
Such  a  deal  would  give  Britain's  priv; 
tized  carrier  access  to  both  klm's  hub  i 
Amsterdam  and  its  207f  stake  in  Amer 
ca's  Northwest  Airlines  Inc.  The  resul 
ing  powerhouse  would  vault  past  A: 
France  as  Europe's  biggest  carrier. 
With  a  few  exceptions — British  Ai 
ways  is  one — Europea 
airlines  are  state-controllej'^tits 
symbols  of  national  prid* 
When  passengers  don't  fi 
their  coffers,  taxpayers  d( 
This   year,  Belgium 
promising  $270  million  t  'TjI 
state-owned  Sabena.  D#J?. 
spite  foes  in  Brussels,  A 
France  won  EC  approval  i 
November  to  haul  awa 
$370  million  from  the  pul  'Sy 
lie  trough.  European  goi 
ernments  also  tolerate  ca:  p 
tel-style  fares  on  sucpe;; 
routes  as  Paris-Brussels 
mere  1.55-mile  flight  ths  .r. 
costs  $465  round-trip. 

As  European  leaders  sfcj 
down  this  month  in  th 
Netherlands  to  begin  th 
next  round  in  the  quarre 
some  process  of  forging 
unified  Europe  (page  56lc/:i( 
it's  easy  to  see  how  airlin 
deregulation  could  get  tai 
gled  in  conflicting  nation; 
priorities.  Protectionist 
are  fighting  free-marke 
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ERGER-MINDED:  BRITISH  AIRWAYS  IS  EYEING  A  DEAL  WITH  KLM  THAT  WOULD  GIVE  IT  A  MUCH-NEEDED  HUB  ON  THE  CONTINENT 


;  on  a  host  of  fronts,  from  antitrust  to 
vernment  purchasing.  Even  the  most 
o-competition  airline  chiefs  wonder 
lether  it's  fair  to  push  open  skies  as 
ig  as  tax  levels,  labor  costs,  and  social 
nefits  differ  among  countries.  Eu- 
ae's  skies  are  fast  becoming  a  key  test 
just  how  unified  the  Europeans  want 
i'lr  vaunted  single  market  to  be. 
Last  summer,  EC  officials  wrote  tough 
w  rules  that,  pending  approval  next 
ring,  will  significantly  change  Eu- 
pe's  airways.  By  Jan.  1,  1993,  any  EC 
•line  will  be  free  to  fly  any  internation- 
route  between  two  EC  countries.  On 
3  key  issue  of  fares,  an  airline  will  be 
le  to  charge  whatever  it  wants,  unless 
J  governments  at  both  ends  of  the 
ate  say  no.  Currently,  one  side  alone 
n  kill  a  fare.  By  1996,  no  government 
11  have  a  say  in  fare-setting.  And  cabo- 
ye  rights — carrying  passengers  within 
single  country — will  expand. 
»LD  STRATEGY.  Although  opponents 
ly  manage  to  slow  the  timetable,  even 
2y  admit  open  European  skies  are 
ming.  A  major  goal  is  to  strengthen 
efficient  carriers — something  they  bad- 
need.  The  winners  of  U.  S.  deregula- 
•n — Delta,  American,  and  United — are 
ickly  replacing  their  weak  sisters  Pan 
n  and  TWA,  which  gave  the  Europeans 
ly  modest  competition.  Stalled  by  slow 


growth  at  home,  the  newcomers  are 
lured  by  the  promise  of  1992  and  by  the 
need  to  strengthen  a  key  link  in  their 
global  route  systems. 

With  great  fanfare  last  month,  Delta 
launched  a  new  Frankfurt  hub  and  plans 
to  fly  to  27  European  cities.  By  next 
summer.  Delta  will  boost  transatlantic 
service  by  35%,  to  an  impressive  266 
round-trips  a  week.  United  is  planning  a 
Paris  hub,  and  American  is  tackling  the 
French  and  British  markets.  In  1985, 
two  U.  S.  airlines  flew  to  Paris.  Now, 
Attali  competes  with  eight.  As  a  result, 
Air  France's  market  share  on  the  North 
Atlantic  has  plunged  from  48%  to  31%. 

The  Americans  have  one  huge  advan- 
tage. Air  treaties  signed  after  World 
War  II  let  them  fly  between  many  Euro- 
pean cities:  Paris  to  London  and  Brus- 
sels to  Munich,  for  example.  Generally, 
they  can't  haul  passengers  within  a  sin- 
gle country.  But  their  border-hopping 
privileges  mean  they  can  build  feeder 
networks  inside  Europe,  while  European 
airlines  have  no  such  rights  within  the 
U.  S.  Early  next  year.  United  Airlines 
Inc.  will  fly  traffic  into  a  new  Paris  hub 
from  five  cities  on  the  Continent — for 
starters.  U.  S.  carriers  may  also  pull  Eu- 
ropean regional  airlines  into  their  orbits. 
Aero  Lloyd,  Germany's  biggest  charter 
airline,  is  offering  itself  to  an  unnamed 


U.  S.  carrier  as  a  "Trojan  horse"  inside  a 
deregulated  Europe,  says  Aero  Lloyd  of- 
ficial Ronald  Schmidt. 

The  Europeans  are  crying  foul  about 
what  they  regard  as  unequal  treaties. 
"The  Europeans  have  no  rights  at  all  in 
the  U.  S.,"  complains  Karel  Van  Miert, 
transport  commissioner  of  the  European 
Community  and  deregulation's  godfa- 
ther. In  the  hands  of  Pan  American 
World  Airways  Inc.  and  Trans  World 
Airlines  Inc.,  many  U.  S.  rights  lay  dor- 
mant. Now,  stronger  Americans  are  acti- 
vating them.  That  could  touch  off  a  po- 
litical air  war,  with  Europe  threatening 
to  revoke  its  old  treaties  unless  the  U.  S. 
opens  up  to  the  Europeans. 

For  now,  many  European  officials — 
such  as  the  Germans — are  more  focused 
on  keeping  the  Americans  out.  The  rea- 
son is  simple:  Like  their  U.  S.  rivals  in 
this  recession  year,  most  Old  World  air- 
lines are  losing  money  and  will  lose 
more.  As  competition  grows,  marketing 
costs  will  rise.  Frequent-flier  programs, 
unknown  in  Europe,  are  arriving  and 
will  become  common.  And  Europe's  sky- 
high  air  fares  are  gradually  going  to  fall 
as  government  protections  are  lifted. 
"Profits  will  be  under  great  pressure,  no 
doubt  about  it,"  says  KLM  Chairman 
Pieter  Bouw.  This  year's  profits  are  suf- 
fering from  weak  traffic  during  the  Per- 


INATIONAL  BUSINESS 


BUSINESS  WEEK/DECEMBER  9,  1991  51 


asting  imp 


The  all  -new  Buick  Skylark 

We  asked  California 
artist  Ed  Lister  to 
capture  it  on 
canvas. 

Did  he? 


You  decide.  But  when  you  see  the 
completely  redesigned  1992  Skylark, 
we  think  it  will  make  a  strong  and 
positive  impression  on  you. 

Impressive  Control. 

An  all-new  Adjustable  Ride  Control 
system*  lets  you  select  the  ride  you 
desire:  soft,  for  a  comfortable  ride, 


sport,  or  an  automatic  setting  that 
selects  the  best  suspension  feel  at  i 
varying  speeds. 

Quality  and  Convenience. 

Buick  quality  is  evident  throughoi 
the  new  Skylark  in  thoughtful 
touches  like  rear-seat  ventilation/ 1 
heat  ducts,  and  the  extensive  use 


ion  for  the  nineties. 


ided  galvanized  steel  to  fight 
sion.  This  quality  feature  is 
backed  by  a  6-year/ 


lOO.OOO-mile  rust-through  warranty 

Advanced  Safety. 

Every  Skylark  gives  you  the 
smooth-stopping  control 
of  anti-lock  brakes,  and  the 

(I 

security  of  power  door  locks 


Powerful  Performance. 

The  standard  fuel-injected  33U0  V6 


in  the  Skylark  GS  delivers  160  horse- 
power and  185  foot-pounds  of 
torque  for  smooth, 
confident  power. 

For  more 
information  on 
our  latest  work 

of  art,  call 
1-800-435-5552. 
Or 
better  yet, 


I 


nterhational  Business 


sian  Gulf  crisis  and  the  economic  down- 
turn that  followed. 

Such  problems  weigh  heavily  on  Air 
France's  night-owl  chairman.  His  e.xperi- 
ence  shows  how  arduous  it  is  pushing  a 
state-owned  carrier  out  of  the  nest.  Ex- 
cess employees,  high  wages,  and  aging 
planes  all  help  bloat  Air  France's  costs. 
Precise  comparisons  are  tough,  but  un- 
der one  measure — operating  expenses 
per  available  seat-mile — Air  France 
shells  out  20.8<t,  vs.  14.4$  for  BA,  Eu- 
rope's cost  leader.  The  big  three  U.  S. 
carriers  pay  less  than  10$ — although 
that  will  rise  in  Europe  because  of  stiff 
landing  fees  and  infrastructure  costs. 
SLOW  GOING.  So  far,  the  48-year-old  At- 
tali  is  tiptoeing  toward  a  modest  restruc- 
turing that  would  cut  staff  by  5%  over 
the  next  two  years.  He  has  placed  major 
airplane  orders  to  overcome  shortages 
of  planes.  He  is  hacking  away  at  a  man- 
agerial maze  of  up  to  18  decision-making 
levels.  And  he  is  improving  Air  France's 
in-flight  service,  which  even  the  airline's 
executives  admit  has  slipped. 

Multiply  Attali's  problems  by  two  doz- 
en airlines,  and  you  have  an  idea  of  Eu- 
rope's challenge  as  deregulation  looms. 
If  U.  S.  experience  is  any  guide,  Eu- 
rope's airports  will  be  littered  with  los- 
ers. Even  the  U.  S.  newcomers,  today 
flying  so  boldly  into  Europe,  may  find 
their  new  routes  bumpier  than  expected. 
British  Airways  could  give  them  serious 
competition.  A  rejuvenated  Air  France 
might,  too.  It  has  vast  routes  and  an 
image  of  French  luxury  to  exploit:  It's 
the  world's  largest  buyer  of  champagne. 
But  the  survivors  will  emerge  far  stron- 
ger. "We'll  have  turmoil  for  four  or  five 
years,"  predicts  deregulator  Van  Miert. 
"But  the  dynamic  airlines  will  take  ad- 
vantage of  it  and  grow." 

Revitalizing  Europe's  airline  industry 
will  be  a  grueling  process,  in  part  be- 
cause of  Europe's  own  ambivalence 
about  liberalization.  On  the  one  hand, 
the  EC  favors  greater  competition  to  low- 
er fares  and  give  travelers  more  choice. 
But  that  clashes  with  Europe's  need  to 
build  financially  stronger  carriers  that 
can  face  the  onslaught  from  abroad. 

As  the  Europeans  attempt  to  walk  a 
fine  middle  line,  free-marketers  are 
growing  impatient.  "Things  are  moving 
much  too  slowly,"  complains  Robert  Ayl- 
ing,  BA's  director  of  marketing  and  oper- 
ations. He  is  resigned  to  Europe  taking 
far  longer  than  the  U.  S.  before  its  air- 
lines hit  the  crosswinds  of  competition. 
Still,  that  day  is  coming.  And  it  will 
bring  heavy  shock  waves  as  Europe 
struggles  to  put  aside  national  prestige 
for  more  efficient  skies. 

Bi/  Sfeimrt  Toy  in  Paris,  with  Mark 
Maremonl  in  London,  John  Rossant  in 
Rome,  and  bureau  reports 


JAPAN  I 


WHY  SONY  MUSIC 

HIT  SOUR  NOTES  IN  TOKYO 


IPOs  are  hurting — and  investors  are  jittery  over  the  parent's  expansion 


The  $923  million  initial  public  offer- 
ing by  Sony  Music  Entertainment 
Inc.  ought  to  have  been  an  attrac- 
tive deal  for  investors.  The  country's  top 
distributor  of  Japanese  music  software 
has  an  unrivaled  stable  of  Japanese  pop 
artists,  not  to  mention  Michael  Jackson. 
An  industry  leader,  the  unit  of  electron- 
ics giant  Sony  Corp.  has  been  a  pioneer 
in  such  lucrative  fields  as  compact-disk 
stamping  and  sales.  Its  healthy  profit 
margins  are  above  15'a. 

But  when  trading  in  the  newly  issued 
shares  opened  on  Nov.  22,  the  thud 
could  be  heard  around  the  world.  Hoping 
to  cash  in  on  an  anticipated  early  rise  in 
the  share  price,  thousands  of  investors 
flooded  the  market 
with  sell  orders.  At 
market  close,  they 
were  still  waiting,  de- 
spite their  offers  to 
sell  at  a  16%  discount 
to  the  offering  price. 
The  poor  response  re- 
flects Japan's  ailing 
stock  market  and  the 
concern  about  So- 
ny's flagging  perfor- 
mance. Beset  by  an- 
gry investors,  compa- 
ny officials  offered 
profuse  apologies. 
"We're  very  sorry," 
says  Tadaki  Abe, 
manager  of  gener- 
al administration  at 
Sony  Music. 
STRETCHED  THIN.  The  ill-fated  offering 
thickens  the  gloom  that  already  sur- 
rounds the  parent  company.  Profits  are 
plunging,  some  key  markets  are  saturat- 
ed or  in  recession,  and  high  interest 
rates  have  axed  capital-spending  plans. 
Extensive  investments  in  Hollywood  and 
forays  into  high-definition  television  are 
soaking  up  oceans  of  cash. 

Just  days  before  trading  in  the  new 
shares  opened  on  the  Tokyo  Stock  Ex- 
change, Sony  predicted  a  19%  drop  in 
consolidated  net  profits  for  the  fiscal 
year  ending  next  March.  It  also  con- 
firmed plans  to  cut  $77  million  from  this 
year's  $3.5  billion  capital-spending  bud- 
get and  slashed  an  additional  $690  mil- 
lion from  the  1992  allotment. 

The  cutbacks  make  stock  analysts 
worry  that  Sony  may  be  stretched  too 


thin.  To  stay  ahead  of  rivals  Matsushita, 
Toshiba,  and  Hitachi  in  the  fast-moving 
consumer-electronics  business,  Sony 
must  keep  up  investments  both  in  fin- 
ished products  and  in  components  such 
as  semiconductors  and  color  displays. 

With  less  operating  income,  Sony  will 
be  obliged  to  go  back  to  the  markets. 
The  company  is  already  reeling  under  an 
accumulated  $13  billion  in  debt,  a  big 
chunk  of  it  from  its  1989  purchase  of 
Columbia  Pictures  Entertainment  Inc. 
But  after  the  recent  offering,  says  UBS 
Phillips  &  Drew  market  strategist  Craig 
0.  Chudler,  "investors  are  not  going  to 
forget  what  Sony  has  done." 
The  dimmer  prospects  for  raising  cap- 
ital could  damage 
Sony's  celebrated  ca- 
pacity for  churning 
out  innovative  prod- 
ucts. Next  summer, 
for  example,  Sony  is 
due  to  launch  a  min- 
iature compact-disk 
player  called  a  "mini- 
disk" that  makes  digi- 
tal music  recordings 
and  also  plays  special 
prerecorded  disks, 
most  of  v/hich  will  be 
supplied  by  Sony  Mu- 
sic. But  analysts  say 
the  botched  stock  list- 
ing could  hurt  the 
product's  launch. 

Still,  Sony  has  sur- 
vived serious  bumps 
in  the  past,  such  as  its  Betamax  vcRs, 
which  became  outmoded.  What  it  can't 
tolerate  for  long  is  a  slump  in  America 
and  Europe.  This  year,  the  protracted 
recession  drove  the  yen  up  against  other 
currencies,  socking  Sony  with  huge  ex- 
change-rate losses.  Roughly  70%-  of 
Sony's  $31  billion  in  annual  sales  are 
overseas.  A  7%  appreciation  of  the  yen 
against  the  dollar  was  enough  to  knock 
$2.3  billion  off  the  company's  consolidat- 
ed sales  this  year,  estimates  Yoshihide 
Kondo,  an  analyst  at  Daiwa  Securities. 
At  the  same  time,  Sony  stock  has  been 
heading  south  generally,  to  about  $34  a 
share,  from  a  high  of  about  $55  in  1989. 
The  Nov.  22  debacle  suggests  that  Sony 
faces  a  long,  tough  fight  to  win  back 
investor  confidence. 

By  Neil  Gross  and  Ted  Ho/den  in  Tokyo 
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Getting  to  gate  87  in 

Anyone  who  travels  on  business  knows  how 
hard  it  can  be.  Wliich  is  why  we've  made 
_^etting  AT&T  so  easy  Even  at  pubUc  [iliones 

two  minutes  isn't  always  easy 

that  aren't  automatically  connected  to  ATe^T. 
If  you're  calling  long  distance  and  you  don't 
hear  "AT&T"  after  the  bong,  simplv  hang  up. 

Getting  AIHT  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
vou  depend  on,  at  the  prices  vou  expect. 

Dial  10 -Alio 

plus  tlie  area  code  and  number. 


sIjJaT&T  <i,rl>i>mli.-  .- 


^"'"ersai 


AT&T 


nternational  Outloo 


A  EUROPEAH  GERMANY 
OR  A  GERMAN  EUROPE? 


The  last  big  event  held  in  the  small  Dutch  town  of  Maas- 
tricht was  a  horse-jumping  Grand  Prix  a  month  ago. 
When  the  12  European  Community  heads  of  government 
meet  there  on  Dec.  9-10,  they'll  be  facing  higher  hurdles  than 
their  equine  forerunners — and  greater  hazards. 

What's  at  stake  is  nothing  less  than  the  political  and  eco- 
nomic shape  of  Europe.  For  the  aim  at  Maastricht  is  to  draw 
up  the  rules  and  timetables  for  close  FX'  monetary  and  political 
union.  If  the  leaders  can  strike  a  deal,  Europe  would  be  on  the 
road  toward  a  single  currency  under  a  Eurofed  by  the  end  of 
the  decade.  And  such  institu- 
tions as  the  EC  Commission  in 
Brussels  and  the  European 
Parliament  would  gradually 
gain  power  over  defense  and 
foreign  policy. 

Such  a  shift  would  amount  to 
the  first  complete  overhaul  of 
the  EC's  founding  Treaty  of 
Rome  since  it  was  ratified  in 
1957.  At  that  time,  the  goal  was 
to  anchor  West  Germany  to  the 
former  Allied  powers,  bringing 
it  under  political  control.  Now 
the  Euros,  led  by  the  French, 
are  trying  to  harness  German 
economic  power.  They  want,  as 
German     Foreign  Minister 


MITTERRAND  AND  KOHL:  MARCHING  IN  LOCKSTEP 


Hans-Dietrich  Genscher  put  it,  "a  European  Germany,  not  a 
German  Europe." 

GERMAN  LOOK.  Achieving  this  goal  won't  be  easy.  German 
Chancellor  Helmut  Kohl  and  French  President  Frangois  Mit- 
terrand collaborated  on  a  blueprint  for  a  post-cold  war  Europe 
in  1990.  But  since  then,  the  emerging  structure  has  taken  on  a 
decidedly  German  look.  Proposed  new  institutions  such  as  the 
Eurofed  appear  suspiciously  like  their  German  equivalents,  in 
this  case  the  tightfisted  Bundesbank. 
As  the  summit  approaches,  skeptics  point  out  that  the  Euro- 


peans are  still  squabbling  over  the  basic  EC  '92  program  an(] 
that  past  meetings  have  mainly  produced  empty  talk.  At  th 
same  time,  the  Europeans  are  becoming  anxious:  They  rememl 
ber  what  an  uncomfortable  bedfellow  Germany  can  be.  Higl 
German  interest  rates  have  helped  send  the  German  marl 
soaring,  forcing  a  hike  in  French  rates  on  Nov.  18  and  pushing 
the  British  pound  near  the  floor  allowed  in  the  Europeat 
Monetary  System.  A  single  currency  would  put  the  screws  tc 
weak  EC  economies  such  as  Britain  and  Italy  by  taking  awa.\ 
the  escape  hatch  of  devaluing  their  currencies. 

But  for  now,  France,  the  key 
player  on  the  Continent  aftei 
Germany,  is  willing  to  take  that 
risk.  The  French  are  marching 
in  monetary  lockstep  with  Ger- 
many through  the  EMS,  and 
they  know  that  discipline  ha; 
won  them  big  gains  against  in 
flation.  They  think  a  Eurofedl 
that  replaced  the  Bundesbank! 
as  Europe's  monetary  drummer] 
would  give  them  policy  clout. 
BIG  FEARS.  Unification  talk  un- 
nerves the  British.  Prime  Minis- 
ter John  Major  and  his  cabinet 
are  painting  scary  pictures  of  a 
meddling  EC.  But  most  observ- 
ers think  that's  an  exaggerated 


fear.  Moreover,  European  executives  are  pushing  hard  for  a| 
success  at  Maastricht  to  follow  up  the  EC  '92  process  of  sweep- 
ing away  barriers  to  trade.  Otherwise,  they  argue,  they  will] 
still  face  12  monetary,  fiscal,  and  legal  regimes  and  won't  be  | 
able  to  compete  against  Japan  and  the  U.  S. 

But  if  Maastricht  produces  an  agreement,  as  many  analysts  I 
think  likely,  it  will  be  mainly  because  of  the  combined  weight 
of  France  and  Germany.  When  they  team  up,  the  rest  of  the 
EC,  including  Britain,  has  little  choice  but  to  follow.  | 

By  John  Tern  pieman  in  Bonn 


GLOBAL  WRAPUPI 


JAPAN 


In  what  could  be  an  about-face  on  a 
highly  symbolic  trade  issue,  Japan  is 
thinking  seriously  about  letting  import- 
ed rice  into  its  hermetically  sealed  mar- 
ket. The  change  is  coming  because 
Prime  Minister  Kiichi  Miyazawa,  For- 
eign Minister  Michio  Watanabe,  and 
other  top  pols  have  decided  that  Japan 
can't  afford  to  be  seen  as  obstructing  a 
General  Agreement  on  Tariffs  &  Trade 
agriculture  accord.  One  option  they  are 
mulling  is  allowing  small  quotas  for  a 
few  years,  as  a  first  step  toward  an 
import  regime  regulated  by  tariffs. 
While  the  U.  S.  has  long  been  urging 
such  a  step,  such  countries  as  Thailand 


and  China,  which  have  lower  growing 
costs,  would  probably  wind  up  being 
the  main  beneficiaries. 

HUNGARY  

iungary's  stalled  privatization 
drive  should  take  off  in  the  com- 
ing months,  as  half  of  the  country's 
1,800  industrial  concerns  are  put  on  the 
block.  Hungary,  more  than  Poland  and 
Czechoslovakia,  is  relying  on  Western 
investment  banks  and  consultants.  Al- 
ready, the  smallest  300  companies  have 
been  turned  over  to  80  investment 
bankers  and  consultant  groups.  An  ad- 
ditional 600  medium-size  concerns  with 
up  to  1,000  employees  will  be  doled  out 
to  middlemen  in  January.  The  fee 


schedule  provides  fat  7.57^  bonuses  for 
sales  completed  within  three  months. 

CZECHOSLOVAKIA  

Siemens,  the  German  electronics  gi- 
ant, has  aced  out  Swiss-Swedish 
Asea  Brown  Boveri  for  a  stake  in  engi- 
neering concern  Skoda  Pilsen.  Siemens 
will  take  a  67%  stake  in  a  new  power- 
engineering  venture  valued  at  about 
$170  million.  But  Siemens  may  wind  up 
paying  a  stiffer  price.  Part  of  its  edge 
over  .\BB  was  a  promise  to  protect  jobs 
by  transferring  some  of  its  own  pro- 
jects to  Skoda  if  Czech  orders  dry  up. 
Siemens  and  ABB  are  still  bidding  for 
the  transportation  business  of  Skoda,  a 
deal  that  will  be  decided  within  weeks. 
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Room  for  the  fiiture.  Intrlo 


Sure,  the  Intel486™  SX  delivers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Tlianks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor, 
due  in  1 992,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll  doubl 
CPU  performance.  The  net  effect:  an  overall 
system  performance  boost  of  up  to  70  percent- 


Init'l4K6,  the  SX  logo  and  ihc  Intel  Inside  logo  are  trademarks  of  ihe  Intel  Corporalion,  ©1991  Intel  Corporation 


ucing  built-in  upgradability. 

across  all  applications.  Plus,  you'll  get  on-chip 
math  capabilities. 

So  consult  your  dealer  to  see  which  486  SX 
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POLITICS  I 


RUNNING  AGAINST 
THE  BUSH  ECONOMY 


How  the  Democratic  contenders  are  vying  for  the  middle  class 


Last  spring,  as  President  Bush 
basiled  in  his  Persian  Gulf  victory, 
despondent  Democrats  concluded 
that  nothing  short  of  a  prolonged  eco- 
nomic slump  offered  them  any  hope  of 
capturing  the  White  House  in  1992.  If 
enough  average  Americans  were  fright- 
ened about  the  economic  future,  they 
reasoned,  a  challenger  might 
have  a  shot  at  defeating  the 
President. 

Suddenly,  the  Democratic 
pipe  dream  of  a  competitive 
campaign  looks  more  realis- 
tic. The  flag-waving  euphoria 
of  Operation  Desert  Storm 
has  evaporated,  replaced  by  national 
anxiety  over  the  stagnant  economy. 
Soaring  state  and  local  taxes  are  fiercely 
squeezing  the  middle  class.  The  huge 
budget  deficit  is  paralyzing  the  federal 
government.  And  the  Administration's 
tentative  response  to  the  malaise  is  mak- 
ing Commander-in-Chief  Bush  look  like  a 
bumbling  lieutenant  on  the  homefront. 
The  Democrats  might  be  heavy  favor- 


'Let's  get  this  country  moving  again,'  " 
says  Democratic  analyst  William  Gal- 
ston.  "We've  got  an  opportunity.  But  it 
has  to  be  seized." 

All  the  candidates  have  picked  up  on 
the  opportunity.  "They  are  all  moving 
toward  a  middle-class,  progrowth  mes- 
sage," says  Stuart  E.  Eizenstat,  chief 
domestic  policy  aide  to  Presi- 
dent Carter.  "To  varying  de- 
grees, they're  making  a  clear 
move  away  from  the  redistri- 
butionalist  message."  But  the 
Democrats  must  still  prove 
that  their  new  middle-class 
concerns  are  serious. 
Ironically,  New  York  Governor  Mario 
M.  Cuomo,  who  as  of  Nov.  26  remained 
a  noncandidate,  is  getting  the  most  me- 
dia attention  for  his  economic  plan.  His 
package,  outlined  for  BUSINESS  WEEK 
last  summer  (BW — Aug.  26),  includes  a 
deep  tax  cut  on  long-term  capital  gains, 
restoration  of  the  investment  tax  credit, 
and  expanded  tax  breaks  for  research 
and  development.  Fiscally,   he  would 


Growth  through  innovation 
and  education 

►  Middle-class  tax  relief 

►  Government  subsidies 
for  education 

►  Restructure  federal 
government 


ites  to  win  the  Presidency  next  year  if 
all  they  had  to  do  was  convince  voters 
that  the  Administration  has  mismanaged 
the  economy.  But  that's  only  half  the 
job.  Polls  show  that  voters  still  are  re- 
luctant to  trust  the  economy  to  the  Dem- 
ocrats. One  of  the  half-dozen  Democratic 
candidates  has  to  convince  voters  that 
he  has  a  plan  to  promote  growth.  "Peo- 
ple are  looking  for  someone  who  says. 


combine  broad  spending  reductions,  in- 
cluding cuts  in  entitlement  programs, 
with  tax  hikes  on  the  wealthy. 

Of  the  declared  candidates,  only  for- 
mer Massachusetts  Senator  Paul  E. 
Tsongas  has  developed  a  full-blown  eco- 
nomic policy.  Arkansas  Governor  Bill 
Clinton  and  Iowa  Senator  Tom  Harkin 
are  close  behind.  The  others  are  just  be- 
ginning to  shape  their  programs. 


TOM  HARKIM 


Growth  through  public  investment 

►  Cut  taxes  for  the  middle  class 

►  Raise  them  for  the  wealthy 

►  New  direct  public  investment  in 
infrastructure  and  education 


The  Democrats'  emerging  line  of  at- 
tack is  to  run  against  the  economic  ex- 
cesses of  the  1980s,  just  as  Ronald  Rea- 
gan won  by  running  against  the  social- 
policy  excesses  of  the  1960s  and  1970s. 
The  contenders  will  paint  a  portrait  of  a 
Reagan-Bush  era  in  which  the  govern- 
ment allowed  the  U.  S.  financial  system 
to  crumble  and  America's  international 
competitiveness  to  slump.  Above  all, 
they'll  remind  voters  that  the  rich  got 
richer  and  the  middle-class  got  squeezed. 
Clinton  is  typical,  blasting  Republicans 
for  glorifying  "wealth  and  power  over 
work  and  productivity  and  family." 
'IMMORAL.'  Although  the  Democratic 
candidates  are  just  beginning  to  hammer 
their  platforms  together,  they  are  build- 
ing with  many  common  planks:  interna- 
tional competitiveness,  health  care  re- 
form, long-term  investment,  and  the 
importance  of  education.  The  Democrats 
seem  to  have  learned  one  vital  lesson 
from  three  consecutive  Presidential  de- 
feats: Voters  don't  want  to  hear  about 
who  gets  the  biggest  piece  of  a  shrink- 
ing economic  pie.  The  '92  bunch  preach- 
es the  old  Democratic  theme  of  fairness, 
but  they  remember  to  toss  in  plenty  of 
rhetoric  about  economic  prosperity. 

Most  of  these  Democrats  have  also 
learned  to  avoid  being  boxed  in  by  prom- 
ising fiscal  responsibility.  In  the  last 
three  Presidential  elections.  Democrats 
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have  run  as  the  candidates  of  fiscal  pru- 
dence, embracin^r  tax  hikes  to  reduce  the 
budget  deficit.  But  this  time,  they  are 
taking  a  page  out  of  Ronald  Reagan's 
1980  playbook.  The  Democrats  pound  on 
Bush  for  allowing  the  deficit  to  get  out 
jf  control  and  blast  the  red  ink  as  "im- 
nnoral."  But,  like  Reagan,  they  don't  let 
Jeficit  worries  tie  their  hands  when  it 
;omes  to  campaign  promises. 

Many  of  the  candidates  are  putting  a 
lew  spin  on  another  old  Reagan  trick — 
Dashing  the  out-of-touch  bureaucracy, 
rhe  '92  version  is  pitched  most  vocifer- 
ously by  Nebraska  Senator  Bob  Kerrey: 
Entire  Cabinet  departments  ought  to  be 
scrapped  so  the  government  can  better 
iddress  the  needs  of  the  21st  century. 

Each  of  the  latest  crop  of  candi- 
dates— Clinton,  Kerrey,  Harkin,  Tson- 
jas,  Virginia  Governor  L.  Douglas  Wild- 
ir,  and  former  California  Governor 
Ferry  Brown — has  targeted  an  audience 
Df  suburbanites  and  middle-class  Demo- 
cratic defectors.  But  they  are  marketing 
;heir  views  in  very  different  ways.  Har- 
bin is  the  most  traditional  Democrat,  hit- 
;ing  hard  at  "trickle-down  economics" 
md  backing  big  new  government  spend- 
ng  programs.  At  the  other  extreme, 
Clinton  and  Tsongas  talk  as  much  about 
jroductive  private  investment  as  they  do 
ibout  fairness.  Here  is  a  snapshot  of 
jach  candidate's  economic  views: 
I  The  Firebreather.  Feisty  Tom  Harkin  is 
m  old-fashioned  prairie  populist  with  a 
Tiessage  that  echoes  George  S.  McGov- 
jrn's  1972  theme:  Come  home,  America. 


End  greed  and  political  corruption 

►  An  unspecified  'economic  bill 
of  rights' 

►  Grow  out  of  the  deficit 


Harkin  never  misses  a  chance  to  com- 
pare Bush  with  Herbert  Hoover.  The 
Bush  economic  program,  says  Harkin, 
"can  be  summed  up  in  three  words:  Cut 
capita!  gains.  That's  his  answer  to  every- 
thing." Harkin's  answer:  "Investing  the 
peace  dividend  here  at  home  and  stop- 
ping the  export  of  U.  S.  jobs."  To  Harkin 
that  means  more  money  for  roads  and 
bridges,  government  investment  in  pri- 


he  doesn't  believe  that  targeted  tax 
breaks  alone  can  spur  the  economy. 
Says  Clinton:  "We  need  a  national  strat- 
egy to  create  a  high-wage,  high-growth, 
high-opportunity  economy." 

Along  with  his  fellow  Democratic  chal- 
lengers, Clinton  favors  more  spending 
on  public  works  and  increased  invest- 
ment in  education.  But  unlike  Harkin 
and  others,  Clinton  is  also  an  unabashed 


L.  DOUGLAS  WILDER 


New  fiscal  discipline 

►  Reduce  federal  spending 
by  $50  billion 

►  Cut  middle-class  taxes 
by  $35  billion 


vate  technology  and  research  and  devel- 
opment, and  more  spending  for  educa- 
tion and  health  care.  Harkin  would  pay 
for  this  by  abandoning  foreign  commit- 
ments and  slashing  defense  spending, 
while  hoping  that  public  investment 
would  pay  off  in  a  stronger  economy 
and  more  federal  tax  receipts.  "We're 
not  broke,"  he  told  the  AFL-CIO  on  Nov. 
12.  "It's  just  that  all  the  money  is  in  a 
few  hands.  Money  is  like  fertilizer.  It 
works  best  when  you  spread  it  around." 

Harkin  is  also  the  most  outspoken 
when  it  comes  to  foreign  competition. 
"I'd  get  tough  on  trade,"  he  says,  calling 
on  the  U.  S.  to  negotiate  trade  agree- 
ments that  promote  "high  wages  here 
and  improved  wages  abroad."  Protec- 
tionist Harkin  is  a  fervent  opponent  of 
the  planned  U.  S.-Mexico-Canada  free- 
trade  agreement.  He  backs  middle-class 
tax  cuts,  including  efforts  earlier  thi^ 
year  to  cut  the  Social  Security  payroll 
tax.  Harkin  would  pay  for  these  cuts  by 
raising  rates  on  the  rich. 

Harkin's  economic  gurus  include 
Princeton  University  economist  (and 
BUSINESS  WEEK  columnist)  Alan  S.  Blind- 
er and  Jeff  Faux,  director  of  the  labor- 
oriented  Economic  Policy  Institute,  a 
Washington  think  tank. 
■  Mr.  Personal  Responsibility.  Centrist 
Bill  Clinton  hammers  home  one  funda- 
mental message  at  every  opportunity: 
Government  has  a  responsibility  to  help 
people  succeed,  but  individuals  have  the 
obligation  to  work  toward  their  own  suc- 
cess and  to  return  something  to  society. 
That  message  permeates  Clinton's  eco- 
nomic wish  list  as  well. 

The  Arkansas  governor  backs  tax  cuts 
for  the  middle  class  and  capital-gains  re- 
lief for  investors  in  new  businesses.  But 
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free-trader.  And  while  he  promises  that 
his  plan  will  make  the  U.  S.  more  com- 
petitive in  world  markets,  Clinton  has  a 
tough  message  for  corporate  executives: 
"I'm  going  to  make  it  easier  for  your 
company  to  compete  in  the  world,  but  I 
want  the  jet-setters  of  Corporate  Ameri- 
ca to  know  that  if  you  sell  your  compa- 
nies and  your  workers  and  your  country 
down  the  river,  you'll  get  called  on  the 
carpet."  How?  Clinton  has  threatened  to 
raise  taxes  on  excessive  executive  pay. 

The  Clinton  message  grates  on  many 
traditional  Democrats,  who  accuse  him 
of  being  little  more  than  a  warmed-over 
Republican.  Clinton  insists  differently. 
"We've  got  to  move  in  a  radically  differ- 
ent direction"  from  Bush,  he  says.  Then 
he  adds:  "We've  got  to  move  away  from 
the  old  Democratic  theory  that  says  we 
can  just  tax  and  spend  our  way  out  of 
any  problem  we  face."  Clinton's  stable 
of  economic  thinkers  includes  Robert  J. 
Shapiro,  vice-president  of  the  Progres- 
sive Policy  Institute,  Harvard  Universi- 
ty's Robert  B.  Reich,  and  Ira  Magaziner, 
an  economic  consultant. 
■  Mr.  Industrial  Policy.  Tsongas'  top  eco- 
nomic goal  is  restoring  the  U.  S.  manu- 
facturing base,  along  with  the  strength 
of  technology  and  financial  services.  He 
is  an  unapologetic  fan  of  industrial  poli- 
cy and  sees  no  shame  in  the  government 
picking  winners  and  losers.  "Strategic 
investment  in  emerging  technologies  is 
part  of  an  industrial  policy  which  will 
result  in  some  losers  but  will  also  result 
in  some  critical  winners  as  well,"  Tson- 
gas says. 

He  would  encourage  savings  over  con- 
sumption, a  step  that  would  reduce  "the 
cost  of  capital  to  U.  S.  companies"  and 
"our  current  hazardous  dependence  on 
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PAULTSONSAS 


Restore  the  health  of 
manufacturing 

'"^  Tax  incentives  for  saxdng 

and  investing 
►  Direct  federal  aid  to  new 

technologies 


outside  sources  of  capital."  Tsongas  sup- 
ports a  tax  cut  for  long-term  capital 
gains,  a  tax  credit  for  spending  on  re- 
search, and  other  incentives  for  invest- 
ment in  new  ventures.  He  would  pay  for 
those  tax  breaks  by  raising  the  top  tax 
rate  on  the  wealthiest  individuals.  But, 
unlike  his  Democratic  opponents,  Tson- 
gas is  opposed  to  middle-class  tax  relief. 

Tsongas  supports  government  policies 
that  would  encourage  long-term  think- 
ing by  cor{Dorate  managers:  He'd  provide 
legal  protection  to  directors  who  back 
long-term  investment  strategies  over 
quick  returns  to  current  shareholders, 
for  example,  and  he  wants  to  explore  the 
idea  of  replacing  quarterly  financial  re- 
ports with  semiannual  figures.  He  re- 
jects outright  protectionism  but  says 
he'd  urge  consumers  to  "buy  Ameri- 
can." Among  Tsongas'  economic  advis- 
ers: Lester  C.  Thurow,  dean  of  the  Sloan 
School  of  Management  at  the  Massachu- 
setts Institute  of  Technology,  and 
George  N.  Hatsopoulos,  CEO  of  "Thermo 
Electron,  a  high-tech  conglomerate. 
■  The  High-Tech  Here.  Nebraska's  Kerrey 
is  trying  to  shape  his  appeal  more  to 
independent  young  suburbanites  than  to 
traditional  Democrats.  His  message: 
"taking  what  we  have  now  and  develop- 
ing a  new  program  for  economic  growth 
based  upon  education,  information, 
imagination,  conservation,  and  invest- 
ment." What  does  that  mean?  Kerrey 
backs  government  investment  in  technol- 
ogy through  both  tax  incentives  and  di- 
rect grants.  He  would  reorient  govern- 
ment research  labs  toward  economic  and 
environmental  research  instead  of  mili- 
tary projects.  He  also  favors  a  national, 
interactive  telecommunications  system, 
to  be  built  in  an  "unfettered,  competitive 
environment,"  that  will  "bring  the  [in- 
formation] revolution  to  our  homes,  our 
businesses,  and  our  schools." 

To  reduce  the  deficit  Kerrey  proposes 
cutting  domestic  discretionary  spending 
by  25%  and  defense  spending  by  up  to 
40%  over  the  next  decade.  Together,  the 
two  might  add  up  to  $150  billion  annual 
savings  in  1991  dollars.  In  part,  he  would 
achieve  the  savings  by  eliminating  half 


of  all  Cabinet  departments.  But  he  has 
not  suggested  cuts  in  entitlements,  such 
as  Social  Security  or  farm  subsidies. 

His  tax  plan,  in  line  with  his  Demo- 
cratic competitors,  would  focus  on  mid- 
dle-class relief.  Kerrey  looks  at  these 
breaks  as  a  way  to  restore  fairness  to 
the  tax  code,  not  so  much  as  a  way  to 
stimulate  the  economy.  Thus,  he  would 
offset  the  revenue  lost  from  a  middle- 
class  tax  cut  with  a  tax  increase  on  tax- 
payers earning  more  than,  say,  $200,000. 
Kerrey  has  backed  efforts  to  cut  Social 
Security  payroll  taxes.  He  says  he'd  be 
tough  on  trade  but  supports  giving  the 
President  wide  latitude  in  negotiating  in- 
ternational agreements.  Earlier  this 
year,  Kerrey  supported  legislation  that 
gave  Bush  "fast-track"  authority  to  ne- 
gotiate a  North   American  free-trade 


Innovation  through  competition 
and  education 

►  Free  trade 

►  Tax  breaks  for  long-term 
investment 

►  College  aid  in  return  for 
government  service 


agreement,  which  is  in  the  talking  stage. 

Where  does  Kerrey  get  his  economic 
advice?  From  fellow  Nebraskan  Warren 
E.  Buffett,  chairman  of  Berkshire  Hath- 
away Inc.,  and  Harvard  economist  Ben- 
jamin M.  Friedman. 

■  The  Budget  Hawk.  While   mOSt  of  his 

fellow  Democrats  are  downplaying  the 
federal  deficit,  Virginia's  Wilder  hits  the 
problem  head-on.  Wilder  hopes  to  build 
on  his  own  track  record  in  Virginia, 
where  he  has  tackled  a  serious  deficit 
problem  without  raising  taxes.  He'd  cut 
federal  spending  by  $50  billion — $10  bil- 
lion from  the  Pentagon,  $15  billion  by 
eliminating  other  "low-priority"  pro- 
grams, and  $25  billion  by  cutting  "ad- 
ministrative overhead."  Says  Wilder: 
"Before  we  do  anything  else,  we  have  to 
clean  up  the  fiscal  mess  in  Washington." 

But  not  all  of  the  savings  would  go  to 
cut  the  deficit.  Wilder  backs  a  $35  billion 
middle-income  tax  cut  and  a  new  $15 
billion  grant  program  for  innovative  lo- 
cal government  programs.  Although  he 
hasn't  formulated  a  trade  position  yet, 
he  told  the  AFL-CIO  that  he  would  have 
voted  against  authorizing  negotiations 
on  a  North  American  free-trade  plan. 
Wilder's  economic  advice  comes  mostly 
from  a  group  of  Virginia  academics, 
such  as  economist  John  L.  Knapp,  and 
business  executives. 

■  The  Enigma.  The  final  announced  Dem- 
ocratic candidate,  former  California  Gov- 
ernor Jerry  Brown,  has  not  yet  formu- 
lated an  economic  policy,  according  to 
his  aides.  So  far,  his  entire  message  is 
an  attack  on  campaign  finance  and  the 
power  of  "corrupt  special  interests."  In 
his  announcement  speech.  Brown  called 
for  an  "economic  bill  of  rights"  but  nev- 
er said  what  it  would  include.  Brown 
says  the  nation  should  grow  out  of  the 
deficit:  "You  can't  contract  your  way  out 
of  this  crisis."  He  says  he  might  support 
a  cut  in  the  payroll  tax  and  in  long-term 
capital-gains  taxes,  but  only  if  they  are 
part  of  a  broader  growth  package  that 
includes  infrastructure  investment  and  a 
possible  tax  hike  on  the  wealthy. 

The  Democrats  are  looking  for  votes 
by  focusing  on  the  economic  concerns  of 
average  American  voters:  For  the  first 
time  in  recent  elections,  helping  the  mid- 
dle class  and  promoting  economic 
growth  are  mainstream  Democratic  con- 
cerns. But  the  candidates  still  must 
move  beyond  broad  rhetoric  to  offer  the 
public  more  specific  solutions  to  the 
economy's  miseries.  Concentrating  on 
economic  growth  is  a  good  beginning. 
The  new  platform  won't  assure  victory, 
even  if  the  economy  stays  crummy.  But 
unlike  past  campaigns,  the  Democra- 
tic message  at  least  won't  guarantee 
defeat. 

By  Howard  Gleckman  in  IVashitigton 
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With  Lotus  1-2-3  and  more 
in  the  palm  of  your  hand, 
HP  gives  you  PC  power  to  go. 


At  only  11  ounces,  the  new 
HP  95LX  palmtop  PC  carries  a 
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It  measures  just  6.3"  x 
3.4"  X  1"  (closed).  Costs 
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your  spreadsheets  with 
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meetings  with  all  the 
latest  figures  in  hand. 
But  the  HP  95LX  offers 
much  more.  You  can  edit 
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numbers  and  addresses, 
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Connectivity  Pack. 
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along  with  software  to 
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your  e-mail. 
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the  512K  RAM  for  your 
files.  A  plug-in  slot  takes 
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cation  cards.  And  the  tw(  > 
AA  batteries  give  you  1  to  2  months 
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800-443-1254,  Dept.  29.*  In  Canada, 
call  800-387-3867. 
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THE  BAD  BOY 

OF  SILKON  VALIEY 

MEET  T.J.  RODGERS,  CEO  OF  CYPRESS  SEMICONDUCTOR 


When  T.  J.  Rodger?  speaks,  peo- 
ple bristle.  The  chief  executive 
of  Cypress  Semiconductor 
Corp.  calls  large  chip  companies  "dino- 
saurs." He  accuses  their  executives  of 
whining  for  "political  protection"  rather 
than  innovating  and  investing.  He  com- 
plains that  current  government  policies 
are  designed  to  "prop  up  sagging  com- 
panies." And  he  derides  Sematech.  the 
government-  and  industry-funded  con- 
sortium intended  to  restore  America's 
edge  in  semiconductors,  as  a  "corporate 
country  club"  for  big  business. 

Who  is  Thurman  John  Rodgers,  and 
why  does  he  keep  saying  those  terrible 
things  about  his  industry?  Well-known 
around  Silicon  Valley  as  just  "T. .].," 
Rodgers  certainly  has  a  taste  for  contro- 
versy. His  insult-peppered  insistence 
that  mediocre  management  is  the  cause 
of  most  of  the  chip  industry's  problems, 
not  unfair  competition  from  Japan,  has 
earned  him  some  staunch  adherents  and 
plenty  of  vociferous  critics.  Depending 
on  whom  you  ask,  he's  either  an  arro- 
gant, publicity-seeking  braggart,  or  a 
brilliant  and  innovative  entrepreneur. 
W.J.  Sanders  HI,  CEO  of  Advanced  Mi- 
cro Devices  Inc. — and  Rodgers"  former 
boss — has  compared  him  to  Joseph 
Goebbels,  calling  him  "the  master  of  the 
half-truth."  Management  guru  Tom  Pe- 
ters considers  him  "a  national  treasure." 
ACID  TEST.  A  boyish  43,  Rodgers  is  often 
dismissed  by  his  elder  competitors  as  a 
naive  upstart.  But  to  his  boosters,  the 
founder  of  this  fiercely  competitive  chip 
company  run  with  bowstring  tightness 
has  combined  technical  brilliance  with 
business  acumen  to  become  an  innova- 
tive manager  who  represents  a  new  gen- 
eration of  Silicon  Valley  executive,  rede- 
fining entrepreneurship  in  a  tougher, 
globally  comjjetitive  world.  "Cypress  has 
been  a  strong  rising  star  almost  since  its 
founding  eight  years  ago,"  says  Daniel 
L.  Klesken  of  Prudential  Securities  Inc. 
"As  we  enter  the  '90s,  it  is  clearly  a 
force  to  be  reckoned  with." 
As  Cypress  becomes  more  of  an  indus- 


try force,  competitors  say,  Rodgers  and 
his  novel  management  theories  will  fi- 
nally be  put  to  a  real  test.  It  has  been 
easy,  they  say,  for  Rodgers  to  sing  the 
praises  of  fast-moving  entrepreneurship, 
dismiss  the  competitive  threat  of  Japan, 
and  decry  the  notion  that  government 
should  have  a  hand  in  guiding  invest- 
ment in  the  semiconductor  business.  Cy- 
press can  be  nimble  because  it's  tiny.  It 
earned  $33  million  on  just  $225  million  in 
revenues  last  year,  making  it  a  pip- 
squeak compared  with  industry  behe- 
moths Advanced  Micro  Devices  (.A.MD), 
Intel,  Motorola,  National  Semiconductor, 
and  Texas  Instruments,  with  collective 
revenues  of  $24  billion.  "If  Cypress  were 
to  disappear  tomorrow,  nobody  would 
notice,"  says  Craig  R.  Barrett,  a  senior 
vice-president  at  Intel  Corp.,  the  premier 
U.  S.  chip  company. 

And  Cypress  can  shrug  off  global  ri- 
vals because  it  has  been  a  niche  player, 
specializing  in  a  fast  memory  chip 
known  as  the  static  random-access  mem- 
ory, or  SR.'VM.  It  is  only  now,  as  its  vol- 
ume and  product  lines  continue  to  ex- 
pand, that  Cypress  and  its  founder  will 
draw  real  competitive  fire  from  Japa- 
nese and  U.  S.  rivals. 

It's  certainly  hard  to  argue  with  Rod- 
gers' success  so  far.  Analysts  expect  Cy- 
press' earnings  to  rise  nearly  16":*  this 
year,  to  $38.5  million,  on  revenues  of 
$295  million,  up  31% — this  at  a  time 
when  U.  S.  industry  growth  is  around 
5%.  Aside  from  a  growth  rate  that 
matches  that  of  industry  pioneer  Intel  at 
the  same  age,  investors  are  impressed 
with  the  steady  performance  of  Cypress. 
Even  in  tough  times,  its  gross  margins 
hover  between  57%  and  60%  of  revenues, 
and  pretax  earnings  remain  above  20%, 
outperforming  virtually  every  chipmaker 
except  Intel. 

The  company's  long-term  outlook 
looks  promising,  too.  A  group  of  subsid- 
iaries now  puts  Cypress  into  new 
growth  markets  such  as  high-speed  mi- 
croprocessors and  memory  chips  capable 
of  powering  supercomputers.  And  it  just 
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finished  the  conversion  of  a  modern 
manufacturing  plant,  bought  last  year 
from  Control  Data  Corp.,  that  will  hike 
the  company's  capacity  by  75%. 

Those  accomplishments  are  the  result 
of  Rodgers'  tough,  frugal,  and  highly 
aggressive  management  style.  An  elec- 
trical engineer  with  a  PhD  from  Stan- 
ford University,  he  runs  his  company 
with  an  engineer's  precision.  He  has  de- 
signed software  programs  to  help  man- 
age everything  from  sniffing  out  minor 
production  glitches  to  keeping  people 
within  deadlines  (box,  page  70).  Every 
Wednesday,  he  combs  through  a  dozen 
printouts  on  the  status  of  his  pet  pro- 
jects, noting  the  names 
of  managers  whose 
goals  are  more  than 
five  weeks  overdue.  The 
offending  manager  is 
likely  to  get  a  handwrit- 
ten memo  from  a  pad 
inscribed  "From  the 
Desk  of  God." 

He  competes  with 
Japanese  giants  by  us- 
ing a  flexible  manufac- 
turing process  that  en- 
ables him  to  make 
hundreds  of  specialized 
tj^pes  of  chips.  The  se- 
cret is  to  move  fast, 
making  small  amounts 
of  the  models  custom- 
ers want  and  changing 
quickly  from  one  prod- 
uct to  another.  That 
sums  up  Rodgers"  basic 
theory  of  management: 
Big  companies  are  bad, 
small  companies  are 
good. 

Similarly,  he  argues, 
U.  S.  companies  should 
not  build  huge  plants  in 
an  effort  to  go  head-to- 
head  with  the  Japanese, 
who  have  cheap  capital  and  government 
support.  Rather,  American  companies 
should  stay  small,  exploiting  their 
unique  design  technology  and  unsur- 
passed system  of  venture-capital-backed 
entrepreneurialism  to  maneuver  around 
the  slower-moving  Japanese.  "If  we 
have  to  rely  on  juggernauts  to  win,"  he 
says,  "the  Japanese  will  do  a  better  job." 
NO  FREE  MONEY.  Cypress,  he  vows,  will 
never  be  a  huge,  unwieldy  company.  In- 
stead, it  will  be  a  conglomeration  of 
small  ones.  Other  companies  are  expand- 
ing by  creating  or  buying  new  subsidiar- 
ies, but  management  consultant  Peters 
says  none  has  adopted  the  idea  of  "per- 
petual entrepreneurship"  as  completely 
as  C}T)ress. 

As  he  expands  into  new  businesses, 
Rodgers  spins  new  product  lines  or  man- 


ufacturing plants  into  separate  compa- 
nies, each  with  a  president,  a  board  of 
directors  (including  Rodgers),  and  ven- 
ture-capital-style funding  from  the  par- 
ent. If  the  plants  need  more  funding 
before  creating  positive  cash  flow,  they 
must  sell  more  equity  to  the  parent. 
That  keeps  them  extraordinarily  frugal. 
Three  subsidiaries  that  design  new  prod- 
ucts now  account  for  about  28%  of  Cy- 
press' revenues,  up  from  less  than  12% 
only  18  months  ago.  The  manufacturing 
subsidiaries  sell  products  back  to  Cy- 
press for  resale  by  its  centralized  sales 
force  and  can  find  other  customers  if 
thev  wish. 


QUICK-CHANGE  ARTIST 

A  flexible  manufacturing 
process  lets  Cypress  make 
hundreds  of  types  of  chips, 
so  it  can  turn  out  small  lots 
and  switch  rapidly  from 
one  product  to  another 


^      Eventually,  the  man- 
T       j  agers  of  these  units  will 
/jf  be  able  to  cash  out  by 

selling  stock  back  to  the 
parent,  to  private  inves- 
tors, or  even  on  the 
public  market.  Cjpress 
has  the  right  of  first  re- 
fusal, just  like  any  ven- 
ture capitalist.  In  April, 
the  three-year-old 
Round  Rock  (Tex.)  plant 
sold  its  employee-held 
stock,  9%  of  the  total,  to 
Silicon  Valley  chip  com- 
pany Altera  Corp., 
which  also  has  its  own 
chips  manufactured  at 
the  plant.  That  brought 
some  190  Round  Rock 
employees  S7.4  million, 
including  $2  million  for 
the  company's  presi- 
dent, who  then  retired. 

Just  as  he  has  tried 
to  keep  subsidiaries  en- 
trepreneurial, Rodgers 
has  set  up  virtually  ev- 
ery internal  company 
function  as  its  own 
profit-and-loss  center.  A 
group  that  tests  parts 
before  shipping  them,  for  example,  sells 
its  services  to  the  product  lines.  The  up- 
shot: Product  managers  who  pay  for  the 
service  aren't  going  to  demand  exotic 
tests  unless  absolutely  necessary,  since 
they'll  have  to  foot  the  bill.  "Free  money 
is  one  of  the  biggest  problems  of  a  large 
company,"  Rodgers  says.  "We've  gotten 
rid  of  socialism  in  the  organization." 

Not  everyone  agrees  that  the  system 
gives  managers  the  responsibility  and 
freedom  that  Rodgers  claims.  Three 
years  ago,  for  instance,  he  fired  the 
founder  and  president  of  Aspen  Semi- 
conductor Corp.,  a  Cypress  subsidiary 
founded  in  1987  to  make  ultrafast  memo- 
ry chips  for  supercomputers.  The  former 
executive,  Narpat  Bhandari,  sued  Rod- 
gers, alleging  that  Cypress  used  his 
technological  knowhow  to  create  new 


products  and  then  tossed  him  out. 

Rodgers  says  Bhandari  was  a  poor 
manager  whose  technologv'  was  worth- 
less. Retorts  Bhandari's  son,  Ravi,  who 
was  involved  in  his  father's  court  case: 
"Every  decision  he  made  was  under- 
mined by  T.  J.  Rodgers  from  the  start. 
You  had  to  get  his  approval  to  buy  a 
pen."  Bhandari,  who  is  traveling  and 
could  not  be  reached  for  comment,  re- 
cently signed  an  out-of-court  settlement 
with  Cx'press. 

No  one  denies  that  Rodgers  can  be  an 
exacting,  sometimes  brutal  boss.  Chief 
Financial  Officer  Kenneth  A.  Goldman 
recalls  at  least  four  times  in  the  past 
two  years  when  Rodgers  pounded  on  the 
desk  in  front  of  him,  demanding  the 
near-impossible.  In  one  instance,  Gold- 
man was  late  in  creating  a  new  comput- 
erized system  to  track  the  financial  re- 
sults of  each  product  line,  and  Rodgers 
dressed  him  down  in  front  of  several 
vice-presidents.  Rodgers  yelled  and  "got 
red  in  the  face  and  huffy  and  puffy," 
says  Goldman.  "Usually  when  he  gets 
upset  about  something,  though,  he's 
right  on." 

Valletta  Massey,  Rodgers'  former  sec- 
retary and  now  his  girlfriend,  recalls  the 
time  he  handed  her  a  stack  of  hand- 
drawn  charts  and  asked  her  to  find  some 
software  to  turn  them  into  slides  for  a 
presentation  he  was  about  to  give.  She 
spent  five  days  with  virtually  no  sleep  to 
shop  for  the  program,  learn  to  use  it, 
and  create  the  slides.  Exhausted  and  on 
the  verge  of  tears,  she  finally  told  him 
she  couldn't  complete  the  project.  His 
response:  "I  don't  need  a  crybaby,  I 
need  a  secretary."  She  got  it  done.  "Peo- 
ple think  they  know  how  demanding  he 
is,"  says  Massey.  "They  don't."  Since 
January,  Rodgers  has  fired  three  other 
secretaries.  Cypress  says  its  annual 
turnover  rate  is  about  12'"f  a  year — not 
all  that  bad  for  any  company. 
DIVING  WITH  SHARKS.  Rodgers  drives 
himself  hardest  of  all.  He  goes  through 
his  13-hour  business  day  fueled  by  little 
more  than  black  coffee  and  vitamin  C, 
sometimes  making  room  for  a  dinner 
meeting.  He  takes  a  single  break  for  a 
fast  three-mile  lunchtime  run  and  thinks 
nothing  of  sweating  through  afternoon 
meetings  wearing  his  running  shorts,  or 
greeting  visitors  with  a  damp  post-run 
handshake.  His  schedule  of  meetings 
alone — from  8  a.m.  to  5  p.m.  or  7  p.m. 
four  days  a  week — would  be  a  full-time 
job  for  many  people.  He  settles  down  in 
his  office  every  evening  for  paperwork 
until  about  9  p.m.,  and  takes  his  "fun 
reading,"  letters  and  trade  magazines, 
home  for  the  evenings. 

For  all  the  publicity  he  generates, 
Rodgers  is  described  by  friends  as  a  pri- 
vate person.  He  tries  to  keep  weekends 
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Tee,  and  is  apt  to  spend  them  cooking 
in  Italian  meal  or  frequenting  the  val- 
ey's  cafes,  restaurants,  and  movie  the- 
iters — he's  a  fan  of  Arnold  Schwarzen- 
igger  movies.  Rodgers  drives  himself  to 
;he  edge  even  on  vacations.  When  he 
Xoes  snorkeling  in  Hawaii,  he  prefers 
ireas  with  sharks.  "He  loves  living  on 
;he  edge  of  danger,"  says  Massey. 

His  competitive  nature  is  firmly  root- 
id  in  his  Midwest  upbringing.  Rodgers 
vas  raised  in  Oshkosh,  Wis.,  the  elder 
>on  of  a  car  salesman  and  a  schoolteach- 
er. Thurman  John  got  the  first  names  of 
lis  father  and  his  grandfather,  but  even 
lis  baby  pictures  have  T.  J.  scribbled  on 
;he  back.  It  was  Rodgers'  mother  who 
jparked  his  interest  in  technology.  She 
;aught  basic  electronics  to  soldiers  in 
kVorld  War  II,  and  started  teaching  her 
;on  from  her  textbooks  before  he  en- 
;ered  kindergarten.  He  tinkered  with  ap- 
Dliances  and  radios  through  his  child- 
lood,  surviving  several 
shocks  and  a  few  nas- 
;y  burns. 

He  was  an  excep- 
tionally bright  student. 
It  5  ft.,  8  in.  one  of  the 
smallest  players  on  his 
ligh  school  and  Dart- 
Tiouth  football  teams, 
ind  a  sharp  dresser 
Nho  "always  dated  the 
arettiest  girls,"  recalls 
lis  brother  James,  a 
lentist  in  Denver.  Still, 
lames  adds:  "He  was 
ilways  the  loner,  the 
5uperintelligent  guy  all 
:he     way  through 


'FROM  THE  DESK  OF  GOD' 

Rodgers  is  a  demanding,  even  brutal 
boss  who  is  not  averse  to  pounding  on 
desks  and  belittling  managers  at 
meetings.  But  in  his  13-hour  business 
days,  he  drives  himself  hardest  of  all 
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school."  He  married  his  high-school 
sweetheart  but  divorced  after  15  years. 

Armed  with  an  undergraduate  degree 
in  physics  and  chemistry  from  Dart- 
mouth College,  he  went  on  to  graduate 
school  at  Stanford  in  1970.  He  studied 
under  William  B.  Shockley,  the  inventor 
of  the  transistor,  whom  he  has  described 
as  one  of  the  few  people  he  has  met 
smarter  than  himself — although  he  says 
he  never  paid  any  attention  to  the  racist 
theories  Shockley  espoused  late  in  life. 
Shockley's  company,  Shockley  Electron- 
ics, folded  when  his  brightest  engineers 
left  to  found  Fairchild  Semiconductor 
Corp.,  which  became 
the  incubator  of  Silicon 
Valley,  spinning  off  In- 
tel, National,  and 
AMD — the  "dinosaurs" 
that  Rodgers  derides. 

In  1975,  fresh  out  of 
Stanford  with  both  a 
masters'  and  PhD  in 
electrical  engineering, 
he  turned  down  a  job 
offer  from  Intel,  decid- 
ing that  CEO  Andrew 
S.  Grove  was  unlikely 
to  give  him  the  free- 
dom to  pursue  his  own 
projects.  Rodgers  ac- 
cepted a  job  at  Ad- 


vanced Microsystems  Inc.  (AMI).  His  proj- 
ect, a  special  chip  technology  he 
invented  at  Stanforcl,  was  a  financial 
failure,  and  he  was  fired. 

Once  again,  Rodgers  turned  down  an 
offer  from  Intel,  instead  accepting  a  po- 
sition at  AMD.  From  CEO  Sanders,  Silicon 
Valley's  dapper,  flamboyant  marketeer, 
Rodgers  learned  the  importance  of  im- 
age and  marketing.  AMD  was  selling  a 
memory  chip  similar  to  the  unsuccessful 
one  Rodgers  had  created  at  ami,  but 
AMD  managed  to  charge  nearly  twice  the 
price.  In  1983,  Rodgers  found  venture 
capital  for  Cypress  and  took  Sanders' 
marketing  vice-president,  Lowell  Turriff, 
with  him.  That  inspired  a  lawsuit  from 
AMD,  starting  a  feud  between  Rodgers 
and  Sanders  that  continues  to  this  day. 
LOSERS  CLUB.  Associates  at  AMD  were 
surprised  when  Turriff  left  to  co-found 
Cypress  with  Rodgers  because  the  two 
had  spent  so  much  time  in  loud  argu- 
ments. But  Rodgers  insists  on  hiring 
people  as  tough  as  he  is.  His  hiring  pro- 
cess is  a  strict  regimen  requiring  at  least 
10  interviews,  including  one  called  the 
"pack  of  wolves"  session,  in  which  sev- 
eral people  ask  the  candidates  technical 
questions  that  they  are  unlikely  to  be 
able  to  answer  just  to  see  how  they  han- 
dle pressure. 

Executives  who  survive  that  process 
are  willing  to  stand  up  to  the  boss.  Man- 
ufacturing Vice-President  Mark  K.  Al- 
len's idea  of  a  vacation  is  to  boat  down  a 
river  in  Ecuador  in  search  of  the  Auca 
Indians,  a  seldom-seen  and  sometimes 
violent  tribe.  "Rodgers  develops  a  win- 
ning team,"  confirms  former  CFO  Stan- 
ley J.  Meresman,  who  left  Cypress  to 
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join  a  computer  company.  "They  have  a 
lot  of  respect  for  him." 

Rodgers'  abrasive  attitude  has  made 
him  a  lightning  rod  in  the  most  heated 
debate  in  Silicon  Valley:  How  to  save  the 
U.  S.  semiconductor  industry — and  by 
extension,  all  of  high  technology — from 
the  onslaught  of  competition  from  the 
Far  East.  His  answer?  Do  nothing.  Sure, 
he  acknowledges  some  unfair  business 
practices  from  Japan.  But  when  it  comes 
to  direct  government  aid  for  his  own 
industry,  he's  willing  to  just  say  no. 
Companies  seeking  such  help  are  "los- 
ers," he  insists,  and  "the  remedies  they 
are  proposing  are  preposterous." 

The  list  of  proposals  he  considers 
"preposterous"  keeps  growing.  A  pet 
complaint  is  the  five-year-old  industry 
consortium  Sematech,  partially  funded 
with  $100  million  a  year  from  the  federal 
government.  Its  purpose — to  conduct 
joint  research  into  manufacturing  tech- 
niques that  can  be  parceled  out  to  mem- 
bers— is  "like  General  Motors  trying  to 
become  more  efficient  by  having  a  cen- 
tralized fin-design  department."  The 
1986  Trade  Agreement,  which  punished 
Japanese  companies  that  were  dumping 
chips  in  the  U.  S.  below  cost  by  forcing 
them  to  raise  prices  was  tantamount  to 
"a  jury  awarding  damages  from  the  vic- 
tim to  the  criminal." 

Such  talk  angers  many  of  his  competi- 
tors concerned  about  the  American  chip 
industry's  dangerous  slide  in  market 
share.  The  Semiconductor  Industry 


CLEANING  UP 

By  playing  the  niches,  Cypress  so  far 
has  avoided  serious  global  rivals.  '\ 
But  as  the  chipmaker's  volume  and  \ 
product  lines  continue  to  expand,  it 
will  begin  to  draw  real  competitive  fire  I 


Assn.  (SIA)  points  worriedly  to  figures 
showing  that  the  U.  S.  share  of  the 
world's  chip  business  declined  to  377^  in 
1989,  from  57%  in  1982.  Japan,  at  the 
same  time,  increased  its  share  from  33'a 
to  507f .  Intel  and  others  argue  that  the 
chip  business  has  grown  so  expensive, 
with  a  single  big  chip  plant  costing  close 
to  $1  billion  to  build,  that  they  must  now 
emulate  the  Japanese  and  pool  their  re- 
sources. That's  why  14  chip  companies, 
representing  some  907  of  the  U.  S.  in- 
dustry's revenues,  joined  Sematech. 
JUST  PLAIN  WRONG?  But  to  Rodgers,  Se- 
matech is  the  great  American  cop-out. 
He  believes  most  of  the  U.  S.  market- 
share  erosion  is  an  illusion  created  by 
currency  fluctuations  between  the  dollar 
and  the  yen.  The  SIA  says  only  30%  of 
the  decline  is  attributable  to  currency. 
Rodgers  also  believes  improved  U.  S. 
quality  from  the  best  companies  has  vir- 
tually stopped  any  real  erosion  in  the 
last  few  years.  He  cites  his  experience: 
Last  year.  Cypress  offered  to  let  To- 
shiba Corp.  make  its  own  version  of  a 
chip  it  now  buys  from  Cypress.  After 
evaluating  the  part,  Toshiba  said  it  could 
make  the  chip  only  by  building  it  307 


larger,  and  with  a 
higher  defect  rate. 
"When  we  called 
their  bluff  we  found 
out  they  didn't  have 
the  technology," 
says  Vice-President 
Allen.  A  Toshiba  of- 
ficial says  the  chip 
wouldn't  have  made 
economic  sense. 

Competitors  argue 
that  the  facts  Rod- 
gers uses  to  support 
his  arguments  are 
sometimes  question- 
able, or  just  plain 
wrong.  In  a  recent 
speech  to  Congress, 
for  example,  Rod- 
gers complained  that 
he  had  trouble  buy- 
ing a  piece  of  chip- 
making  equipment 
from  Westech  Sys- 
tems Inc.,  a  company 
with  Sematech  con- 
tracts, because  the 
consortium  had  or- 
dered it  not  to  sell 
the  machine  to  non- 
members  for  a  year.  Thomas  N.  Tucker, 
president  of  Westech,  denies  the  charge 
and  has  met  with  Rodgers  to  tell  him  he 
is  wrong.  "It  seems  no  amount  of  data 
or  discussions  will  change  his  mind," 
Tucker  says.  Still,  an  agreement  with 
Sematech,  signed  by  Tucker  and  provid- 
ed to  BUSINESS  WEEK  by  Rodgers,  does 
contain  a  one-year  restriction  on  the  sale 
to  nonmembers  of  technology  developed 
in  connection  with  Sematech  contracts. 

Rodgers  also  irritates  people  because 
he's  so  fond  of  denigrating  his  adversar- 
ies. Says  Sanford  L.  Kane,  a  former  IBM 
executive  who  tried  to  start  another  chip 
consortium:  "It's  one  thing  to  say, 
'Here's  what  I  think.'  But  he  says,  'Ev- 
eryone else  is  an  idiot'  "  And  William  J. 
Spencer,  president  of  Sematech,  says 
Rodgers  is  more  talk  than  action.  "Cy- 
press has  probably  appeared  in  print 
more  because  of  his  bashing  of  Sema- 
tech than  because  of  the  success  of  his 
company,"  he  says. 

'ICONOCLASTIC  It's  true  that  Cypress — 
and  Rodgers — still  have  a  lot  to  prove. 
For  one,  it's  hardly  clear  that  the  future 
in  semiconductors  belongs  to  the  small 
and  nimble.  Rodgers  is  even  betting  that 
his  own  microprocessor  subsidiary  can 
one  day  overtake  Intel.  Ross  Technology 
Inc.,  a  Cypress  unit  headed  by  former 
Motorola  chip  designer  Roger  M.  Ross, 
is  making  chips  for  Sun  Microsystems. 
Rodgers  claims  Sun's  workstations  will 
eventually  supplant  PCs — and  Ross  will 
effectively  replace  Intel.  That's  quite  a 
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cluini,  considering  Intel's  dominant  mar- 
i\et  position  and  its  $3.9  billion  revenues. 
P'or  now,  the  vast  majority  of  business 
software  is  still  being  developed  for  In- 
tel-based machines. 

One  thing  is  certain:  When  T.  J.  Rod- 
gers  talks,  Silicon  Valley  listens.  "He's  a 
breath  of  fresh  air,"  says  Representa- 
tive Tom  J.  Campbell  (R-Calif.),  the  con- 
gressman from  Silicon  Valley  who  has 


seen  him  in  action  testifying  on  Capitol 
Hill  on  competitiveness  issues.  "He's 
bright,  iconoclastic,  he  shakes  things  up, 
and  he  brings  things  to  the  debate."  And 
Rodgers  may  even  have  sparked  some 
changes  at  Sematech.  For  example,  it  is 
considering  whether  to  lower  its  mini- 
mum dues  to  make  itself  more  accessible 
to  smaller  chipmakers. 
There  are  lots  of  less  vocal  executives 


who  agree  with  many  of  Rodgers'  views 
Says  George  Gilder  of  the  Hudson  Insti 
tute  and  author  of  a  book  about  Silicon 
Valley:  "He's  the  spokesman  for  the  si- 
lent majority  of  Silicon  Valley."  As  Cy- 
press grows  in  stature  and  the  debates 
on  U.  S.  competitiveness  increase,  the  in- 
sistent voice  of  T.J.  Rodgers  will  be 
even  more  difficult  to  ignore. 

By  Richard  Brandt  in  San  Jose,  Calif. 


HERE  COniSAHACKOF  THE  KILLER  SOfTWARi 


low's  this  as  an  incentive  to 
keep  your  eye  on  the  ball: 
1  Imagine  you're  a  manager  who 
has  ordered  a  product  from  an  outside 
supplier.  The  order  fails  to  arrive  on 
time,  but  no  one  has  explained  to  se- 
nior management  why  it  will  be  late,  so 
a  software  program  shuts  down  all  of 
the  computer  systems  in  purchasing. 
To  get  them  back  up,  you  have  to  con- 
tact the  supplier,  gain  a  new  commit- 
ment for  delivery,  and  report  the  news 
to  your  chief  financial  officer. 

It  sounds  downright  Orwellian.  Bui 
such  scenes  are  enacted  monthly 
at  T.  J.  Rodgers'  Cypress 
Semiconductor  Corp.  "Kill- 
er software,"  as  Rodgers 
calls  it,  is  based  on  a  sim- 
ple insight:  An  ordinary 
computer-  program  can  be 
a  dramatic  productivity-en- 
hancing tool.  But  so  can 
the  threat  that  it  might  be 
turned  off.  To  call  atten- 
tion to  boo-boos  as  varied 
as  a  late  order  or  forgotten 
inventory,  Rodgers  invent- 
ed the  equivalent  of  elec- 
tronic bloodhounds.  They 
scan,  for  example, 
computerized  pur- 
chase orders  to 
sniff  out  delivery 
dates  that  haven't 
been  met,  and  then 
magnify  the  minor  problem  by  shut- 
ting off  critical  software  until  the  prob- 
lem is  solved. 

'DEATHLY  AFRAID.'  To  outsiders,  it  may 
seem  a  draconian,  even  self-destructive 
solution.  But  Rodgers  says  the  bene- 
fits gained  from  increased  productivity 
outweigh  the  costs  of  an  occasional 
shutdown.  "It  draws  everyone's  atten- 
tion," he  says.  "They  say:  'What  hap- 
pened, and  how  can  we  make  it  never 
happen  again?'  "  The  killer  software  is 
a  critical  tool  for  a  business  so  compli- 
cated that  minor  slip-ups  can  spread 
like  spilled  marbles.  And  managers 
from  other  companies,  including  Hew- 


lett-Packard and  Alcoa,  have  begun  ex- 
perimenting with  Cypress'  techniques. 

The  idea  was  born  nearly  three 
years  ago,  when  managers  found  500- 
day-old  parts  languishing  in  inventory. 
The  company  started  tracking  parts 
electronically  and  created  a  software 
routine  that  would  shut  down  the  in- 
ventory system  if  parts  sat  more  than 
200  days.  Then  Cypress 
gradually  cranked  up  the 
timing,  until  the  limit 
reached  just  10 
days. 

Killer  software 
is  proliferating  at 
Cypress.  A  fi- 
nance-depart- 
ment version 


works  in  reverse,  automatically  restor- 
ing credit  to  customers  put  on  the  cred- 
it-risk list  if  their  status  is  not  re- 
viewed within  six  months.  "The  finance 
guys  are  deathly  afraid  of  that  one," 
says  Rick  Foreman,  director  of  strate- 
gic systems  and  administration. 

One  of  the  company's  most  rigid  sys- 
tems isn't  designed  to  zap  laggards  but 
to  give  employees  more  autonomy. 
Called  the  "goal  system,"  it  is  a  proj- 
ect-tracking setup  that  helps  people  or- 
ganize their  work  and  lets  top  manage- 
ment monitor  the  output  of  some 
11,000  people — every  employee  except 
factory  workers  and  laborers.  The  idea 


is  to  let  them  set  their  own  goals  and 
deadlines,  and  to  intervene  only  when 
goals  are  not  being  met. 

Rodgers  designed  the  system  him- 
self over  the  years,  from  a  chalkboard 
to  its  current  form  on  a  network  of 
computers.  On  each  line  of  a  spread- 
sheet, employees  list  all  their  current 
tasks  or  goals,  along  with  codes  that 
identify  such  things  as  the  date  a  proj- 
ect was  started,  the  original  due  date, 
and  a  revised  due  date  if  it  slips  behind 
schedule.  The  updated  lists  are  loaded 
into  a  central  data  base  weekly  and 
sent  up  the  ranks  to  managers  and 
vice-presidents.  Every  Wednesday, 
Rodgers  himself  gets  a  dozen  printouts 
listing  such  things  as  the  status  of  his 
pet  projects  and  the  names  of  manag- 
ers whose  subordinates  have  a  high 
number  of  delinquent  goals. 
^  Does  all  this  actually  work? 

Cypress  wouldn't  be  Cypress 
^       if  it  didn't  have  software 
to  measure  the  results. 
In  the  first  year  after 
the  company  installed 
killer  programs,  for  ex- 
ample. Cypress'  record 
for  on-time  shipments  to 
customers  rose  from 
657^  to  907.  And 
managers  say  the 
goal  system  im- 
proves morale, 
since  people  always 
get  credit  for  what  they  have  done. 

Other  companies  are  taking  heed. 
Since  writing  about  the  idea  in  the 
Harvard  Business  Review  last  year, 
Rodgers  has  received  written  requests 
for  details  from  managers  at  some  50 
companies.  After  visiting  Cypress,  D. 
Fred  Stewart,  an  Alcoa  engineering  di- 
rector, started  a  pilot  modeled  after 
the  goal  system.  "I  was  impressed  by 
the  enthusiasm  of  the  people  there,"  he 
says.  "They're  really  focused  on  get- 
ting things  done."  Small  wonder,  with 
those  electronic  bloodhounds  at  their 
heels. 

By  Richard  Brandt  in  San  Jose,  Calif. 
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INTERNATIONAL  DIVISION  CHIEF  BOUTS  MAY  REAP  $1.5  BILLION  IN  JAPANESE  SALES  BY  2000 


GUESS  WHO'S  SELLING  BARBIES 
IN  JAPAN  NOW? 


It  wasn't  easy,  but  Toys  'R'  Us  finally  cracked  this  tough  market 


Jumping  out  of  his  car  in  an  empty 
parking  lot  40  miles  north  of  Tokyo, 
Larry  R.  Bouts  stands  back  and  ad- 
mires the  white,  spanking-new  building 
sprawling  before  him.  "Can  you  believe 
this?"  he  exclaims.  "Pretty  amazing!" 

White  buildings  and  empty  parking 
lots  normally  have  little  power  to  amaze. 
But  Bouts  is  right  to  e.xult  over  this 
particular  patch  of  real  estate.  Bouts,  42, 
is  president  of  the  international  division 
of  Toys  'R'  Us  Inc.,  and  this  is  his  first 
look  at  the  company's  inaugural  store  in 
Japan — and  the  very  first  large  U.  S.- 
owned  discount  store  there. 
SLOGGING.  When  Bouts's  new  Ibaraki 
Prefecture  store  opens  on  Dec.  20,  it  will 
culminate  three  years  of  heavy  slogging 
through  the  swamps  of  Japanese  bu- 
reaucracy, local  vested  interests,  labyrin- 
thine real  estate  practices,  and  heavy, 
often  hostile,  Japanese  press  coverage. 
And  it  will  be  the  most  visible  payoff  to 
date  of  the  two-year-old,  U.  S.-inspired 
Structural  Impediments  Initiative  aimed 
at  prying  open  new  markets  for  Ameri- 
can companies  in  Japun.  "We  hope  Toys 
'R'  Us  will  be  the  first  in  a  long  line  of 
stores  to  locate  in  Japan,"  says  Com- 
merce Secretary  Robert  A.  Mosbacher. 


Small  wonder  Japanese  toymakers 
and  retailers  are  edgy.  Toys  'R'  Us  Ja- 
pan Ltd.  hopes  to  be  opening  10  stores 
per  year  from  1993  through  the  end  of 
the  decade.  Each  is  expected  to  generate 
sales  of  at  least  $15  million  its  first  year. 
That  foretells  minimum  annual  sales  of 
$1.5  billion  by  the  year  2000,  roughly 
half  of  which  would  be  from  toys  made 
outside  Japan.  Toys  'R'  Us,  with  global 
revenue  of  $6.4  billion,  can  bring  a  lot  of 
firepower  to  bear.  The  typical  small  Jap- 
anese toy  store  stocks  between  1,000  and 
2,000  different  items,  while  Toys  'R'  Us 
will  start  out  with  about 
8,000  items,  rising  to 
15,000  over  time.  If  it 
can  offer  toys  for  10%  to 
15%  less  than  competi- 
tors, as  it  does  else- 
where and  as  Bouts  says 
is  possible,  Toys  'R'  Lis 
will  have  a  huge  impact 
on  Japanese  toy  retail- 
ing. With  more  than  $6 
annual  sales, 
the  world's 
market  after 
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market  that  moved  Toys  'R'  Us  to 
launch  the  effort  in  the  first  place.  An- 
ticipating the  day  when  it  would  satu- 
rate its  domestic  market,  America's  larg- 
est toy  retailer  went  international  in 
1984,  first  in  Canada,  then  Europe,  Hong 
Kong,  and  Singapore.  Japan  was  always 
tempting,  but  the  country's  notorious 
Large-Store  Law,  aimed  at  protecting 
the  country's  politically  powerful  small 
shopkeepers,  seemed  an  unbreachable 
barrier.  Under  the  law,  local  communi-  | 
ties  and  the  Ministry  of  International 
Trade  &  Industry  often  managed  to  stall 
incursions  by  big  retailers,  such  as  Japa- 
nese supermarket  operator  Daiei  Inc., 
for  10  years  or  more. 

But  by  late  1988,  recalls  Toys  'R'  Us 
Vice-Chairman  Robert  C.  Nakasone, 
"there  were  rumblings  MITI  was  think- 
ing about  a  major  change."  Pressure 
was  mounting  from  the  U.  S.,  big  Japa- 
nese retailers,  and  consumers  looking 
for  the  lower  prices  mass  merchants 
could  offer.  Toys  'R'  Us  immediately  be- 
gan looking  for  a  local  partner  to  guide 
it  through  the  ordeal  it  faced.  In  early 
1989,  Bouts's  predecessor  met  Den  Fu- 
jita,  president  of  McDonald's  Co.  (Ja- 
pan). "He  was  our  kind  of  guy,"  says 
the  U.  S.-born  Nakasone.  "He  was  bicul- 
tural,  and  he  had  quickly  grown  a  retail 
business  in  Japan.  He  really  understood 
the  impatience  of  a  company  like  ours." 
BIG  MAC  ABOARD.  Fujita  also  liked  what 
he  saw.  Since  McDonald's  serves  a  simi- 
lar clientele — families  with  small  kids — 
he  figured  it  could  profit  from  building 
restaurants  on  the  same  sites  as  Toys 
'R'  Us.  And  after  20  years  of  building 
McDonald's  into  Japan's  largest  fast- 
food  operator,  with  $1.3  billion  in  sales, 
Fujita  had  acquired  an  encyclopedic 
knowledge  of  Japanese  real  estate.  "If 
you  name  a  city,  I  can  see  the  post  of- 
fice, train  station,  everything,"  boasts 
Fujita,  who  estimates  Japan  has  at  least 
100  sites  suitable  for  a  Toys  'R'  Us.  Mc- 
Donald's Japan  quickly  agreed  to  take  a 
20%  stake  in  Toys  'R'  Us  Japan. 

In  the  spring  of  1989,  MITI  unveiled  its 
new  retail  industry  "vi- 
sion," which  included 
eventual  relaxation  of 
the  Large-Store  Law. 
And  the  U.  S.  began  pro- 
posing its  Structural  Im- 
pediments Initiative, 
aimed  in  part  at  crack- 
ing open  Japanese  mar- 
kets. Nakasone,  Bouts, 
and  Fujita  began  lobby- 
ing their  respective  gov- 
ernments for  help.  Bouts 
and  other  Toys  'R'  Us 
executives  met  directly 
with  U.  S.  Trade  Repre- 
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Lotte,  The  VIP's  Choice 


"The  service 
mainly.  It's 
impeccable." 


(1 

HOTEL  LOTTE  li^E^tfeES^© 


\tember  in  Seoul,  Korea 


Earl  S  Moore  Jr  -Presitjenl  ol  Asia  Pacific  Marketing 

We're  pleased  that  a  good  and  growing  number  of  our  guests 
come  back  to  stay  with  us. 

Why'  As  Mr  Moore  of  Asia  Pacific  Marketing,  explains. 
It's  the  "impeccable  service"  they  appreciate  most 
"Discrete  and  unobtrusive,"  in  Mr.  Moore's  words. 

While  the  reasons  vary  from  one  return  guest  to  the  next, 
they  all  share  an  uncompromising  taste  for  excellence 

And  at  Lorte  they  find  excellence  in  service  and  facilities. 

Shouldn't  the  Lotte  be  your  hotel  in  Seoul? 


For  Reservations:  New  York  (201)  944-1117,  Toll  Free  800-22  LOTTE,  LA  (213)  540-7010.  Toll  Free  800-24  LOTTE.  Lonoon  (071)  323-3712/4 
Hotel  Lotte:  C  PO  Box  3500  Seoul,  Tel  (02)  771-1000.  Telex  LOTTEHO  K23533/4,  Fax  (02)  752-3758.  Cable  HOTELOTTE 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off  , 
for  your  company. '  ^ 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  3021,  Glen  Ellyn,  IL60138 
Fax  (708)  6W4)565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton.  when  I  named 
vou  Manager  of  exc  ess  inventory, 
this  isn't  what  I  had  in  mind. 


arketin 


sentative  Carla  A.  Hills  and  her  deputy, 
Linn  Williams.  Bouts  says  Hills's  back- 
ing was  critical.  Back  in  Tokyo,  Fujita 
made  the  rounds  of  his  government  con- 
tacts, many  of  them  former  classmates 
and  fellow  alumni  of  the  University  of 
Tokyo's  elite  law  department. 

By  April,  1990,  miti  had  agreed  to 
shorten  the  big-store  application  pro- 
cess to  no  more  than  18  months.  "That 
was  a  major,  major  breakthrough,"  says 
Nakasone.  He  and  Bouts  already  had 
handshake  agreements  with  various 
landlords.  Within  weeks,  the  company 
had  submitted  building  applications  for 
several  locations. 

COOl  RECEPTION.  But  the  work  had  just 
started.  Since  then,  Toys  'R'  Us  has 
been  slowly  negotiating  the  local  barri- 
ers still  in  place  after  the  Large-Store 
Law's  amendment.  Take  the  fairly  typi- 
cal case  of  Sagamihara,  a  Tokyo  suburb 
of  520,000.  In  May,  1990,  Toys  'R'  Us 
started  talks  on  opening  a  store  there. 
The  welcome  was  hardly  a  warm  one. 
"The  site  Toys  'R'  Us  had  chosen  didn't 
fit  our  plans  [for  development],"  says 
Goro  Kakishima,  senior  managing  direc- 


'You  won't  see  deep 
discounts,'  says  Bouts. 
'Real  estate  and  distribution 
costs  ai'e  high  here' 


tor  of  Sagamihara's  Chamber  of  Com- 
merce &  Industry.  "But  we  couldn't  le- 
gally prevent  it."  So  in  July,  conforming 
to  MlTl-prescribed  procedures,  Toys  'R' 
Us  submitted  applications  to  the  minis- 
try, Kanagawa  Prefecture,  Sagamihara 
City,  and  the  Chamber  of  Commerce. 

In  August,  Toys  'R'  Us  had  to  join  in 
an  "explanation  meeting"  at  the  local 
public  hall.  Next  came  presentations  to 
Sagamihara's  Commercial  Activities 
Council,  a  MITI-inspired  body  of  18  con- 
sumers, merchants,  professionals,  and 
academics.  After  four  meetings,  the 
council  gave  the  green  light  in  June, 

1991.  Toys  'R'  Us  could  open  its  store 
after  Dec.  1.  But  like  many  other  stores, 
it  had  to  close  every  day  by  8  p.m.  and 
shutter  itself  30  days  a  year.  In  addition. 
Toys  'R'  Us  had  to  consult  with  other 
bodies  over  possible  traffic  problems.  By 
September,  those  consultations  and  con- 
struction delays  forced  a  postponement 
of  the  Sagamihara  opening  until  March, 

1992.  Determined  to  open  one  store  this 
year,  Toys  'R'  Us  turned  to  Ibaraki. 

At  Ibaraki,  the  store  and  850-car  park- 
ing lot  are  massive  by  Japanese  stan- 
dards. The  colorful,  English-language 
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$13.00 


$12.75 


$88.00 


$68.25  $80.00 


If  you  have  a  taste  for  the  good  life, 
The  Wine  Spectator  is  for  you. 


You  can  spend  $68.25  on  a  great  Burgundy,  or  $88.00  on 
a  French  cognac.  But  for  a  mere  $11.95,  you  can 
savor  9  issues  of  THE  WINE  SPEQATOR.  It's 
the  lowest  price  available  anywhere! 

Twice  a  month,  we  bring  you  all  the  important  wine  news 
before  it  hits  the  grapevine.  What  you  should  be  buying. 

When  you  should  be  collecting.  How  much 
you  should  be  paying,  whether  it 


Call  m-dli-Ml 


be  for  a  rare  Bordeaux  or  an  affordable  Chardonnay.  And  in 
every  issue,  we  feature  our  popular  pull-out  Buying  Guide,  with 
ratings  and  descriptions  of  over  100  new  releases. 

Whether  you  want  to  start  your  own  wine  cellar,  impress 
your  sommelier,  or  just  have  fun  with  wine,  you  should 
be  reading  THE  WINE  SPECTATOR.  Call  for  this  low 
introductory  rate.  It's  the  best  $11.95  you'll 
ever  spend  on  wine. 


Introductory  Offer 

9  Issues  Just  $11.95 


Name  (please  print )_ 
Addre.ss  


State 


_Zip_ 


□  $11.95  Trial  Sub     □  $40  Annual  Sub 

□  Payment  enclosed  □  Charge  to:  ^VISA  □MASTERCARD  QAMEX 
Card  *  Exp.  

Signature  

Please  Check: 

□  Consumer  (k)  □  Restaurateur  Food  &  Bev.  Dir.  (r)  □  Retailer  (f) 

□  Importer  (b)  □  Winery  (d)  □  Distributor  (e)  □  Other  (s)  


Make  check  payable  and  mail  lo:  The  Wine  Spect.ilor,  RO  Box  1960,  Manon,  OH  4330')  Allow  6-8  week.s 
for  delivery  New  subscribers  only  Offer  valid  m  1 'SA  Single  copy  pncc  $2  VI  D1MBW-3 


Toys  'R'  Us  signs  jump  out  at  passers- 
by.  Bouts  says  the  store  will  get  only 
minimal  customization — some  Japanese- 
language  signs  inside  and  perhaps  a  sec- 
tion for  items  especially  popular  with 
Japanese.  Although  he's  aiming  for  dis- 
counts of  up  to  15'/{,  he's  not  making 
any  promises.  "You  won't  see  deep  dis- 
counts," he  says.  "Real  estate  and  distri- 
bution costs  are  high  here." 

The  early  stores  will  feature  a  mix  of 
roughly  two-thirds  Japanese  toys  and 
one-third  imports,  including  Huffy  bikes, 
Mattel's  Barbie  dolls,  and  Tonka  trucks. 
But  Bouts  says  imports'  share  will  grad- 
ually rise  to  as  much  as  half.  Meanwhile, 
local  opposition  seems  to  have  subsided. 
"An  integrated  store  for  children  is  a 
good  thing,"  says  Katsuyuki  Fujii, 
whose  small  Toy's  House  Joy  sits  just  a 
half-mile  down  the  road  from  the  first 
Toys  'R'  Us  store.  "My  wife  can't  wait 
to  go  shopping  there  for  our  kids."  Fujii 
says  he'll  survive  by  finding  a  profitable 
niche — which  he  won't  specify. 
HUE  AND  CRY,  Nobody  at  Toys  'R'  Us  is 
predicting  clear  sailing,  though.  Last 
year,  for  example,  frightened  toy  shop 
owners  in  the  city  of  Niigata  generated 
international  headlines  by  clamoring 
against  the  application  of  Toys  'R'  Us  to 
build  a  store  there.  They  succeeded  in 
delaying  the  opening  until  1993. 

Toys  'R'  Us  still  faces  obstacles  in 
Japan.  It's  having  a  hard  time  winning 
low-cost,  direct-supply  contracts  from  lo- 
cal toymakers,  who  don't  want  to  upset 
powerful  wholesalers  and  longtime  cus- 
tomers. Such  arrangements  are  key  to 
the  ability  of  Toys  'R'  Us  to  discount. 
Only  one  major  Japanese  toymaker,  Nin- 
tendo Co.,  has  publicly  stated  it  will  sell 
directly  to  Toys  'R'  Us  Japan.  And  small 
retailers  such  as  Fujii  say  they  expect 
lower  prices  from  wholesalers,  and  pos- 
sibly financial  support,  if  the  heat  from 
Toys  'R'  Us  gets  to  be  too  much. 

Despite  their  anxiety  over  Toys  'R' 
Us,  Japanese  retailers  probably  don't 
have  to  worry  about  an  onslaught  of 
giant  U.  S.  retailers.  True,  smaller  spe- 
cialty stores  such  as  Computerland  and 
Brooks  Brothers  Inc.  are  already  in  Ja- 
pan. But  their  operations  are  a  far  cry 
from  those  of  a  "superstore"  operator 
intent  on  commanding  a  market.  As  ana- 
lyst Richard  Baum  of  researcher  San- 
ford  C.  Bernstein  Inc.  puts  it:  "Only  a 
handful  of  big  retailers  have  the  kind  of 
format,  supplier  relationships,  and  ex- 
pertise that  let  them  succeed  globally." 
So,  the  intricate  Japanese  system  of  re- 
tailing may,  by  and  large,  remain  undis- 
turbed by  U.  S.  companies.  That  larger 
issue  isn't  the  giant  toy  retailer's  prob- 
lem, though.  Toys  'R'  Us  is  just  intent 
on  expanding  its  tenuous  foothold  in  the 
world's  toughest  retail  market. 

By  Robert  Neff  in  Tokyo,  with  bu  reau 
reports 


SCIENCE'S  AMAZING 
NEW  BUILDING  BLOCKS 


Fullerenes  may  lead  researchers  in  undreamed-of  directions 


rap 


At  first  glance,  chemist  Richard  E. 
Smalley's  laboratory  at  Rice  Uni- 
versity in  Houston  looks  more 
like  a  welding  operation  than  a  research 
center.  In  one  corner,  a  Sears  arc  welder 
vaporizes  a  carbon  rod.  In  the  searing 
2,.500C  heat  of  the  machine,  atoms  of 
common  carbon — as  in  pencil  lead — cling 
together  in  a  grimy  soot.  But  that  black 
powder  contains  a  miracle  of  chemistry: 
carbon  atoms  that  have  combined  in  nev- 
er-before-seen shapes — molecular  soccer 
balls,  tubes,  and  even  a  helical  form. 

In  these  strangely  shaped  molecules, 
called  fullerenes,  scientists  have  discov- 
ered a  gold  mine  of  tantalizing  possibili- 
ties. This  new  form  of  carbon  displays 
unique  properties.  Linking  up  these  mol- 
ecules or  playing  other  chemical  tricks, 
scientists  say,  could  create  new  cata- 
lysts, superstrong  plastics,  superconduc- 
tors that  carry  electricity  without  resis- 
tance, and  even  optical  switches.  "We 
are  playing  with  the  building  blocks  for 
totally  new  materials,"  says  Smalley. 
BREAKTHROUGH.  Six  years  ago,  it  was 
Smalley  and  British  researcher  Harry 
W.  Kroto  of  the  University  of  Sussex 
who,  while  studying  large  molecules  to- 
gether, discovered  structures  composed 
of  60  carbon  atoms  arranged  in  soccer- 


ball-like  spheres.  They  were  dubbed 
"buckminster  fullerenes"  and  "bucky- 
balls"  after  the  geodesic  domes  created 
by  inventor  R.  Buckminster  Fuller.  But 
the  substance — the  first  new  form  of 
carbon  discovered  since  the  1800s — re- 
mained a  curiosity  until  last  year,  when 
scientists  at  the  University  of  Arizona 
and  the  University  of  Heidelberg,  work- 
ing independently,  figured  out  how  to 
produce  millions  of  fullerenes  in  an  elec- 
tric arc. 

Since  then,  like  children  modeling 
Play-Doh,  researchers  at  Du  Pont,  NEC, 
AT&T,  and  universities  such  as  UCLA,  UC 
Santa  Barbara,  and  Rice  have  been 
squeezing  the  material  through  chemical 
sieves,  baking  it  in  ovens,  and  lacing  it 
with  metals  and  plastics.  On  Dec.  5,  they 
plan  to  explain  their  latest  gains  at  the 
Materials  Research  Society  in  Boston. 
The  research  shows  scientists  are  just 
beginning  to  decipher  the  nature  of 
these  amazing  molecules — and  guess  at 
their  ultimate  applications.  "We  haven't 
scratched  the  surface  of  what  might 
come  out  of  work  on  fullerenes,"  says 
Mark  M.  Ross,  program  manager  at  the 
Office  of  Naval  Research,  which  funds 
some  of  the  research. 

Scientists  are  intrigued  with  fuller- 
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les  because  carbon  is  so  important  in 
1  aspects  of  life.  It  is  the  basis  of  car- 
)iiydrates,  proteins,  fats,  and  other 
imponents  of  cells.  And  it  is  at  the 
!art  of  industrial  economies — in  car- 
)n-based  fossil  fuels,  petroleum-based 
astics,  and  other  chemicals.  Carbon  at- 
ns  also  form  strong  bonds  between 
16  another,  a  characteristic  that  gives 
amonds  their  strength. 
Fullerenes  are  already  helping  re- 
archers  who  are  trying  to  produce  sin- 
e  diamond  crystals  to  make  superfast 
imputer  chips.  In  October,  Robert 
lang,  head  of  the  materials  research 
nter  at  Northwestern  University,  va- 
»rized  graphite  and  used  the  resulting 
llerenes  to  make  an  ultrathin  film.  He 
as  able  to  grow  multiple  diamond  crys- 
Is  on  top  of  the  film.  The 
suit  was  thousands  of 
nes  better  than  similar  ef- 
rts  on  silicon  have  been, 
le  next  trick:  finding  a  way 
use  fullerene  thin  films  to 
iltivate  single  diamond 
ystals  that  are  needed  for 
'cuitry. 

Because  the  shape  of  mole- 
iles  plays  a  part  in  deter- 
ining  the  properties  of  a 
ibstance,  scientists  believe 
e  quirky  fullerenes  may 
len  up  new  worlds.  In  Sep- 
mber,  University  of  Califor- 
a  at  Los  Angeles  chemist 
•an?ois  N.  Diederich  report- 
I  that  some  fullerenes  re- 
im.ble  the  double-helix 
ructure  of  human  genes  in 
nIA.  What's  more,  helix-like 
llerenes  have  right-handed 
id  left-handed  versions, 
niilar  to  biological  mole- 
iles.  "That  is  a  very  pro- 
und  property,"  says  Die- 
!rich,  who  predicts  the  two 
(rsions  may  help  chemists 
■oduce  purer  drugs  with 
wer  side  effects.  Fuller- 
les  can  also  change  the 
avelength  of  light,  a  property  that 
ight  eventually  be  harnessed  to  pro- 
ice  optical  switches  for  communication. 
NCHED  AND  PULLED.  In  October,  Sumio 
lima,  a  research  fellow  at  NEC  Corp.'s 
andamental  Research  Lab  near  Tokyo, 
mounced  that  he  had  found  under  a 
icroscope  yet  another  shape  in  the 
lot:  tubular  molecules  consisting  of  as 
any  as  20  cylinders  of  carbon  inside 
le  another.  One  day,  these  defect-free 
bes  might  be  developed  as  super- 
rong  fibers  in  construction  materials. 
Although  the  research  is  just  begin- 
ng,  fullerenes  are  unusually  promising 
lemical  building  blocks  because  they 
•e  "molecules  that  behave  like  an 
;om,"  says  Katsumi  Tanigaki,  head  of 
le  NEC  lab.  If  scientists  insert  noncar- 


bon  atoms  into  fullerenes  or  attach 
them,  the  resulting  molecules  have  dif- 
ferent chemical  and  physical  characteris- 
tics. Eventually  "we  can  make  new  mol- 
ecules with  properties  never  even 
predicted  by  science,"  Tanigaki  says. 

So  researchers  are  zealously  stringing 
atoms  of  everything  from  iodine  to  yttri- 
um and  lithium  between  fullerenes  or  on 
their  surfaces  as  if  they  were  popcorn 
on  a  Christmas  tree.  And  the  early  re- 
sults are  riveting.  At  the  University  of 
California  at  Santa  Barbara,  Fred  Wudl, 
a  professor  of  chemistry,  strung  ammo- 
nia-like groups  of  molecules  along  the 
surface  of  a  buckyball:  It  became  mag- 
netic. Wudl  and  others  also  squeezed  at- 
oms of  potassium  between  buckyballs — 
they  became  superconductors.  Last  sum- 


THE  BRAVE 
NEW  WORLD  • 
OF  FULLERENES 

Carbon  molecules  with  radically  different  shapes 
and  tantalizing  new  properties  are  transfixing  researchers 

BUCKYBALLS  These  clusters  of  atoms  have  magnetic  and 
electrical  properties  that  could  allow  carbon  to  replace  metals 
in  recording  and  electronic  devices 

TUBULAR  FULLERENES  NEC  scientists  plucked  these  whisker- 
shaped  molecules  from  carbon  residues.  They  may  be  able  to 
conduct  electricity  without  resistance 

HELICAL  FULLERENES  Their  atomic  structures  mimic  the  double 
helix  of  DNA.  They  might,  one  day,  be  useful  in  developing 
ultra-precise  catalysts  that  control  chemical  reactions 

THIN-FILM  FULLERENES  Ultrathin  deposits  of  vaporized  carbon 
entice  diamond  crystals  to  form.  Thin  films  may  help  researchers 
more  easily  cultivate  diamonds  for  hardened  cutting  tools  or  for 
computer  circuits 
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mer,  NEC  researchers  slipped  in  atoms  of 
cesium  and  rubidium.  That  raised  the 
superconducting  temperature  of  the 
fragile  and  unstable  fullerenes  to  -400F, 
still  far  below  the  high-temperature  su- 
perconducting materials.  But  if  research- 
ers insert  a  sodium  atom  in  the  gaps 
between  the  carbon  spheres,  the  new 
fullerenes  don't  conduct  electricity  at 
all — they  become  insulators  instead. 

By  adding  other  atoms  and  taking  ad- 
vantage of  fullerenes'  propensity  to  re- 
act with  other  substances,  scientists 
hope  to  create  new  medical  and  industri- 
al catalysts.  To  do  their  work  of  control- 
ling chemical  reactions,  catalysts  break 
and  reform  the  bonds  between  atoms. 
As  it  turns  out,  the  hollow-centered 
buckyballs  sop  up  electrons  from  neigh- 


boring atoms,  while  the  twisting  lattices 
of  helix-shaped  fullerenes  give  up  elec- 
trons. Du  Pont  Co.  researchers  have 
demonstrated  they  can  make  a  fullerene 
catalyst  by  hitching  a  methyl  group  of 
atoms  to  a  buckyball.  The  buckyball 
snatched  three  electrons  from  the  group 
of  carbon  and  hydrogen  atoms.  Mole- 
cules that  absorb  electrons  like  this  are 
important  catalysts  in  the  production  of 
paints  that  resist  fading  in  light  and 
clear  plastics,  such  as  Du  Font's  lucite. 
SERENDIPITY.  Despite  fascinating  labora- 
tory results,  many  obstacles  remain  be- 
fore fullerenes  emerge  as  workhorse 
materials,  which  is  why  some  scientists 
and  institutions  aren't  yet  rushing  to  the 
patent  office  with  their  results.  To  take 
full  advantage  of  the  potential  of  fuller- 
enes, scientists  must  be  able 
to  insert  foreign  atoms  into 
the  molecules.  That  will  re- 
quire them  to  open  the  bonds 
f  _gff^  m  between  carbon  atoms  and 
^  then  reseal  them.  But  they 
jF  -^K^  '^^^  having  difficulty  dis- 
solving the  tight  bonds 
that  hold  carbon  atoms 
together.  So  far,  the  stan- 
dard techniques — chemical 
peels,  laser  blasts,  and  high 
temperatures  that  dissolve 
most  other  bonds  between  at- 
oms— haven't  worked. 

Scientists  are  also  ham- 
pered because  theory  hasn't 
caught  up  with  the  rush  of 
new  laboratory  discoveries. 
Existing  theories,  largely 
based  on  the  behavior  of 
smaller  molecules,  don't  ade- 
quately explain  how  these  cu- 
rious new  structures  behave. 

A  better  understanding  of 
the  behavior  of  fullerenes 
could  have  profound  ramifi- 
cations. Knowing  precisely 
how  fullerenes  become  su- 
perconductors, for  instance, 
may  lead  to  improvements  in 
other  types  of  superconduc- 
tors. If  research  on  fullerenes  does  that, 
"it  will  be  important  in  itself,"  says  An- 
drew Kaldor,  director  of  fullerene  re- 
search at  Exxon  Corp.'s  Corporate  Re- 
search Lab. 

For  his  part,  Smalley  is  leading  the 
rush  to  test  what  happens  to  fullerenes 
when  bits  of  metal  are  attached  to  the 
outside,  the  inside,  or  in  between.  He 
confidently  envisions  a  day  when  fuller- 
enes will  be  snapped  together  like  Lego 
blocks  to  create  miniature  factories 
cranking  out  catalysts.  Indeed,  the  po- 
tential for  fullerenes  is  so  fantastic  that 
researchers  expect  to  have  soot  on  their 
hands  for  years  to  come. 

By  Gary  McWilliams  in  Boston,  with 
John  Carey  in  Washington  and  Neil  Gross 
in  Toliyo 
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Introducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business  Tool 
Shouldn't  Bar  You  From  Doing  Business. 


We 


r  hen  traveling  on  business,  does 
waiting  around  to  use  a  phone  some- 
times make  you  feel  like  you're 
doing  time?  Now  there's  a  way  to 
break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

Americas 
Most  Complete 
Paging  Service. 

Our  unparalleled  coverage  gives 
you  the  freedom  to  go  coast  to  coast 
and  still  stay  in  touch  with  clients, 
colleagues,  family  and  friends.  And 
it's  easy  with  our  simple  toll-free 
access. 

Customized 
Regional  Coverage. 

Wh.    it  comes  to  flexibility, 
we've  got    >u  covered  there,  too. 


Because  with  MobileComm,  you 
only  pay  for  the  regions  you  need. 
And  if  you  only  need  local  paging, 
we  can  provide  that.  So  you're  only 
charged  for  coverage  options  you  need. 


advanced  voice  mail.  Plus  you  can 
count  on  our  20  years  of  paging 
experience  and  the  latest  in 
Motorola  pagers. 

Don't  let  the  phone  restrict  you. 
Get  MobileComm  Nationwide 
Messaging.  Call  now  for  more 
information  about  our 
money- saving  offer. 


Nationwide 
Text  Messaging. 

Seeing  is  believing  with 
MobileComm.  Our  nationwide  text 
pager  lets  you  receive  up  to  four 
lines  of  late-brealdng  messages. 
We  also  have  digital  paging  and 


1-800-685-5555 
MobileComm 


A  BELLSOUTH  Company 


evelopments  to  Watc 


)ITED  BY  ROBERT  BUDERI 

HE  PATRIOT  MISSILE 
IF  DRUG  DELIVERY 


One  big  problem 
with  gastrointesti- 
nal-tract ailments  is  that 
the  drugs  used  to  fight 
them  are  often  absorbed 
or  destroyed  by  the 
stomach  before  reaching 
their  target.  The  way  to 
home  in  on  this  area  is 
for  the  patient  to  swal- 
low a  long  tube,  which 
can  be  maneuvered  into 
l)lace  before  medicine  is 
fed  through  it. 
Researchers  at  the 
:ate  University  of  New  York  at  Buffalo  and  that  city's  Mil- 
rd  Fillmore  Hospital  have  devised  a  better  way — a  "smart" 
11  to  deliver  drugs  to  digestive-tract  targets  without  a  medi- 
il  sword-swallowing  act.  The  pill  holds  a  tiny  radio  transmit- 
r  whose  signal  is  tracked  by  a  receiver  and  antennas  built 
to  a  vest  the  patient  wears.  A  small  computer  plots  the  pill's 
cation  and  triggers  a  propulsion  system  that  ejects  the  medi- 
ne.  The  technique  could  be  useful  in  battling  intestinal  ail- 
ents  such  as  Crohn's  disease  or  as  a  painless  alternative  to 
jecting  insulin  to  treat  diabetes.  Clinical  trials  could  start 
irlv  in  1992. 


OUND:  THE  MISSIHG  LINK 

ROM  GARBAGE  TO  POWER  PLANT 


Researchers  have  long  struggled  to  convert  garbage  into 
^  fuel  pellets  that  could  be  burned  with  coal  to  generate 
ectricity.  But  two  roadblocks  arose.  Systems  to  separate 
!cyclables  such  as  plastic  and  glass  from  combustible  gar- 
ige  were  poor  at  best.  And  fuel  pellets  often  broke  up  in 
ansport  and  rarely  stayed  intact  if  stored  for  long  periods. 
In  recent  years,  steady  technological  gains  have  largely 
)lved  the  first  problem.  So  researchers  at  Argonne  National 
aboratory  in  Illinois  tackled  the  second.  After  testing  160 
lemical  stabilizers,  they  found  that  adding  calcium  hydroxide 
I  the  mixture  hardened  pellets  enough  that  they  could  be 
ansported  without  problems  and  stored  for  three  years  with- 
it  decomposing.  Tests  show  that  the  newly  reformulated 
jllets,  when  burned  with  coal,  cut  acid-rain  emissions  up  to 
Yfc  vs.  coal  burned  alone.  What's  more,  the  pellets  cost  SO^f 
ss  to  produce  than  coal.  Because  the  black  stuff  has  a  higher 
lergy  output,  a  likely  fuel  mixture  is  20%  pellets,  80%  coal.  In 
ovember,  Edison  (N.  J.)  recycler  Catrel  USA  Inc.  licensed  the 
ichnology  and  says  the  pellets  will  be  widely  used  by  1995. 


HE  INFORMATION  HIGHWAY 
HAY  GO  FOUR-LANE 


For  years,  federal  agencies  have  been  laying  the  ground- 
work for  a  $400  million  "information  highway"  that  would 
fik  scientists  and  schools  to  far-flung  supercomputers  and 
3raries.  That  vision  got  a  boost  on  Nov.  22  when  Congress 
issed  a  supercomputer  bill,  adding  its  stamp  to  the  Bush 
dministration's  plans  for  such  a  network. 
Instead  of  starting  from  scratch,  the  idea  is  to  expand  an 


existing  science  network  called  NSFnet  into  the  world's  high- 
est-capacity information  superhighway,  dubbed  the  National 
Research  &  Education  Network.  Currently,  NSFnet  is  managed 
by  a  joint  venture  between  IBM  and  MCI  Communications  Corp. 
under  National  Science  Foundation  auspices.  But  critics  say 
this  monopoly  could  hamper  innovation  and  offers  an  unfair 
edge  on  potentially  lucrative  spin-offs.  So,  also  on  Nov.  22,  the 
National  Science  Board  approved  a  plan  to  put  management  of 
the  network  up  for  bid  again  early  next  year — with  two  opera- 
tors, not  one.  "It  will  give  us  two  avenues  for  infusions  of  new 
technology  and  new  ideas  about  management  and  operation," 
says  NSF  networking  chief  Stephen  S.  Wolff. 


TEST-TUBE  VANILLA:  IT  TASTES  GOOD, 
AND  IT'S  CHEAP 


Real  vanilla — the  liquid  flavoring  extracted  from  the  bean — 
is  expensive  stuff,  costing  about  $1,200  a  pound.  The 
synthetic  vanilla  cooked  up  in  chemistry  labs  and  used  in  many 
mass-market  products  is  far  cheaper,  but  it  tastes  flat  by 
comparison.  Now,  there's  a  compromise:  a  cultured  form  of 
natural  vanilla. 

Escagenetics  Corp.,  a  biotechnology  company  in  San  Carlos, 
Calif.,  has  won  a  patent  on  a  process  for  "growing"  vanilla  in 
test  tubes.  This  is  the  first  patent  for  a  flavor  developed  from 
so-called  plant-tissue  culture.  Escagenetics  also  uses  the  tech- 
nique to  extract  taxol,  an  ovarian-cancer-fighting  drug,  from 
the  bark  of  the  yew  tree.  The  method  relies  on  the  fact  that 
every  plant  cell  can  reproduce  any  of  the  plant's  functions.  So 
with  the  proper  nutrients  and  conditions,  Escagenetics  can 
coax  cell  cultures  to  jump  straight  to  the  vanilla-producing 
stage  without  first  growing  roots,  leaves,  and  beans.  The 
result,  called  phytovanilla,  isn't  quite  as  rich  as  the  flavoring 
that  beans  produce,  but  it  is  tastier  than  artificial  vanilla — and 
it  costs  only  $200  a  pound.  Unilever  PLC  has  signed  an  agree- 
ment to  make  and  market  the  phytovanilla. 


THESE  DIAMONDS  AREN'T  FOREVER, 
BUT  SCIENCE  IS  LEARNING  FROM  THEM 


Ml  U 


It  takes  nature  aeons 
to  make  diamonds,  as 
carbon  in  the  earth  crys- 
tallizes under  intense 
pressure  and  heat.  But 
chemists  do  it  in  nano- 
seconds. Using  explo- 
sives to  change  the  mo- 
lecular structure  of  a 
carbon-metal  powder, 
they  produce  industrial- 
grade  diamonds  used  in 
drill  bits  and  abrasives. 

But  the  explosions  are 
too  fast  for  scientists  to 
know  exactly  how  diamonds  are  formed.  Now,  Lawrence  Liv- 
ermore  National  Laboratory  physicists  are  studying  the  prob- 
lem using  a  60-foot-long  compressed-gas  gun — originally  de- 
signed to  simulate  the  effects  of  nuclear  shock  waves.  A 
copper  projectile  is  fired  at  up  to  18,000  mph  into  a  graphite 
target,  compressing  it  into  diamond  that  disintegrates  a  mo- 
ment later.  A  detector  measures  the  resulting  shock  wave, 
providing  clues  to  the  changes  taking  place. 

Researchers  are  a  long  way  from  turning  coal  into  dia- 
monds. But  understanding  how  such  shock  synthesis  works 
could  lead  to  better  ways  of  making  industrial  diamonds. 
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James  Dahl  could  escape  with  it  all — immunity,  indemnity,  and  innocence  intact 


In  the  recently  published  book  Den  of 
Thieves,  James  Herbert  Dahl  is  de- 
scribed as  "the  Robert  Redford  of 
the  bond  market."  Dahl,  now  38,  made 
$100  million  during  the  1980s  by  selling 
junk  bonds  for  Drexel  Burnham  Lam- 
bert Inc.  While  his  weather-beaten  good 
looks  are  indeed  reminiscent  of  Red- 
ford's,  a  more  apt  com- 
parison would  be  with 
America's  most  famous  es- 
cape artist:  James  Dahl  is 
the  Harry  Houdini  of  the 
Wall  Street  insider-trading 
investigations. 

Three  years  ago,  Dahl 
was  a  junk-bond  salesman 
in  a  tight  spot.  In  Septem- 
ber, 1988,  he  got  a  letter 
warning  of  his  imminent  in- 
dictment in  the  U.  S.  gov- 
ernment's sweeping  investi- 
gation of  Drexel.  Instead  of 
indicting  Dahl,  the  Justice 
Dept.  granted  him  immuni- 
ty to  induce  his  testimony 
against  his  boss,  Michael  R. 
Milken.  By  all  accounts, 
Dahl  was  the  most  prolific 
and  highest-paid  of  Drexel's 
junk-bond  brokers. 

Having  secured  his  free- 
dom, Dahl  safeguarded  his 
fortune  by  agreeing  last 
April  to  cooperate  with  an- 
other arm  of  the  govern- 
ment, the  Federal  Deposit 
Insurance  Corp.,  which,  on 
behalf  of  failed  savings  and 
loan  associations,  is  press- 
ing the  largest  of  the  multi- 
billion-dollar  class-action 
fraud     claims  pending 


pugning  his  credibility.  Although  Dahl 
cannot  be  prosecuted  for  anything  he  did 
at  Drexel,  his  immunity  does  not  extend 
to  protecting  him  from  charges  of  giving 
false  testimony.  In  court,  he  must  be 
careful  not  to  contradict  his  past  sworn 
testimony,  which  is  voluminous  and,  by 
BUSINESS  week's  analysis,  appears  to 


Claims 

against  Milken  and  his  minions.  Dahl  not 
only  was  'h-opped  as  a  defendant  in 
some  20  civii  suits  but  was  indemnified 
by  the  FDIC  a-'ainst  all  Drexel-related 
civil  claims. 

In  the  coming  nonths,  Dahl  is  likely 
to  take  the  stand  several  high-stakes 
trials  in  which,  for  tl.-:^  first  time  since  he 
cut  his  deal  with  the  fdic,  he  will  face 
top-notch  defense  lawyers  bent  on  im- 


contain  at  least  one  important  contradic- 
tion (table). 

In  a  1987  deposition,  Dahl  asserted 
that  he  had  acted  on  his  own  in  trading 
Staley  Continental  Inc.  stock  for  Drex- 
el's house  account.  "I  took  it  upon  my- 
self," he  said,  adding  that  he  had  the 
authority  to  trade  not  just  in  Staley 
stock  but  any  security.  Yet  at  Milken's 
pre-sentencing  hearing  in  1990  before 


Judge  Kimba  M.  Wood,  Dahl  testified 
that  he  could  not  execute  any  trade 
without  getting  approval  from  Milken  or 
another  trader.  (In  her  findings.  Judge 
Wood  lauded  Dahl  as  a  "credible,  ear- 
nest witness"  before  sentencing  Milken 
to  10  years  in  prison.) 
In  addition,  in  interviews  conducted 
with  BUSINESS  WEEK  some 
of  Dahl's  colleagues  disput- 
ed certain  aspects  of  his 
past  testimony — especially 
his  assertion  that  he  never 
saw  Drexel's  restricted-se- 
curities list,  which  was  cir- 
culated daily  to  prevent  em- 
ployees from  inadvertently 
trading  on  inside  informa- 
tion. "I  know  for  a  fact  he 
got  the  list,"  says  someone 
who  worked  closely  with 
Dahl  and  could  well  be 
called  as  a  witness  in  the 
upcoming  trials. 
'SCOREKEEPER.'  In  a  four- 
hour  interview  with  BW 
conducted  poolside  at  his 
home  in  Jacksonville,  Fla., 
Dahl  denied  that  his  past 
testimony  is  flawed  or  in- 
consistent in  any  way.  He 
insists  that  he  was  not  privy 
to  the  restricted  list  and 
that,  as  he  testified  in  1990, 
he  needed  the  approval  of 
Milken  or  another  trader 
for  every  trade  he  executed. 
Why,  then,  didn't  he  say 
this  in  his  1987  Staley  depo- 
sition? Dahl  says  that  he 
did  so  off  the  record.  How- 
ever, the  transcript  of  his 
deposition  notes  no  depar- 


tures from  the  record  during  the  rele- 
vant part  of  his  testimony. 

Dahl  is  likely  to  make  his  first  court 
appearance  of  1992  as  a  witness  against 
Thomas  Spiegel,  the  former  chief  execu- 
tive of  Columbia  Savings  &  Loan  Assn., 
which  failed  earlier  this  year.  Spiegel, 
who  already  is  fighting  civil  suits,  is  ex- 
pected by  sources  close  to  the  case  to  be 
indicted  soon  on  fraud  charges.  Dahl 
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lecialized  in  S&Ls,  and  Columbia  was 
le  of  his  best  customers,  along  with 
^0  other  e{iually  infamous  thrifts:  Cen- 
•ust  and  Lincoln,  both  now  subjects  of 
•and  jury  investigations.  The  FDIC  in- 
aded  Spiegel  as  a  defendant  in  its  civil 
it,  which  accuses  him  of  accepting 
ibes  and  engaging  in  fraudulent  trad- 
g  with  Drexel.  Spiegel  has  denied  the 
arges.  After  getting  immunity,  Dahl 
stifled  that,  acting  on  instructions 
om  Milken,  he  had  implemented  a  se- 
;s  of  phony,  "parking"  transactions 
ith  Columbia  that  generated  tax  losses 
r  the  thrift  and  profits  for  Drexel. 
ihl  kept  a  ledger  recording  these 
ades,  which  spanned  five  years.  "I  was 
St  the  scorekeeper,"  he  says  now. 
Dahl  is  also  likely  to  take  the  stand 
;ainst  Milken  in  a  civil  trial  slated  to 
igin  next  Apr.  1.  Last  fall,  lawyers  for 
.nkrupt  Drexel  filed  suit  against  Mil- 
m  and  his  brother,  Lowell,  seeking  the 
turn  of  the  $L1  billion  paid  them  by 
e  firm  from  1985  through  1989.  Al- 
ough  the  nominal  plaintiff  is 
rexel,  the  suit  really  is  being 
essed  by  the  firm's  creditors, 
ief  among  them  the  FDIC. 
•avath,  Swaine  &  Moore,  the 
gh-powered  New  York  law 
•m,  is  handling  both  Drexel 
.  the  Milkens  and  the  FDlC's 
assive  suit  against  Milken, 
le  two  suits  share  the  same 
isic  aim:  to  separate  Drexel's 
;hest  ex-employees  from  their 
salth. 

While  Milken  declines  to  re- 
ond  to  Dahl  on  the  record,  he 
IS  not  admitted  to  any  addi- 
)nal  wrongdoing  since  plead- 
g  guilty  to  six  felony  counts 
ifore  Judge  Wood.  In  fact,  his 
wyers  have  denied  all  of  the 
arges  made  in  the  pending 
A]  suits  and  recently  filed 
unterclaims  in  Drexel  vs.  Mil- 
in.  Alan  Dershowitz,  Milken's 
ad  lawyer,  has  gone  to  court 
eking  to  invalidate  the  FDlC's 
jreement  with  Dahl  on  the 
•ounds  that  the  agency,  in  ef- 
ct,  is  buying  his  testimony. 
!AT  BROTHERS.  For  his  part, 
ahl  has  not  admitted  to  in- 
ilvement  in  wrongdoing  aside 
om  the  Columbia  S&L  "park- 
g'"  transactions.  Early  in  the 
)vernment's  Drexel  probe,  he 


Whether  the  government 
examined  Dahl's  s&L  dealings 
before  granting  him  immunity 
isn't  clear 


government,  saying,  'Look  how  close  I 
am  to  Mike,'  "  he  says.  Williams  &  Con- 
nolly has  denied  any  conflict  of  interest 
in  representing  both  Milken  and  Dahl, 
who  did  not  dismiss  the  firm  until  after 
he  received  a  target  letter  from  prosecu- 
tors in  late  1988.  The  first  thing  Dahl  did 
after  that  was  hire  someone  whom  he 
trusted  implicitly — Tallahassee  lawyer 
Stephen  M.  Andrews.  Dahl  and  Andrews 
met  as  fraternity  brothers  at  Florida 
State  University  and  have  remained 
good  friends  ever  since. 

The  target  letter  sent  by  the  SEC  to 
Dahl  made  no  mention  of  Columbia,  fo- 


DID  DAHL  GIVE  CONTRADICTORY 
TESTIMONY? 


now,  that  he  had  no  involvement  in  the 
fraudulent  Boesky  trades.  While  Dahl 
couldn't  deny  that  his  initials  appeared 
on  the  tickets,  he  maintained  the  hand- 
writing wasn't  his  but  that  of  his  assis- 
tant, who  had  processed  transactions 
done  by  Milken.  But  how  to  prove  it? 

Dahl  and  his  lawyers  assembled  the 
tickets  from  all  the  trades  he  had  done 
with  his  10  largest  accounts  over  a  six- 
month  period.  On  virtually  every  sale 
that  Dahl  had  handled  himself,  the  ticket 
was  in  his  own  handwriting.  Since  the 
Boesky  tickets  were  not  in  his  handwrit- 
ing, it  followed  that  Dahl  hadn't  done 
them — or  so  argued  Andrews  in  a  volu- 
minous submission  to  the  U.  S.  Attorney. 
NO  STIGMA.  Apparently,  prosecutors 
were  convinced  Dahl  had  played  no  part 
in  the  Boesky  trades.  In  any  event,  Dahl 
was  not  indicted.  When  he  resisted  sign- 
ing a  cooperation  agreement,  the  U.  S. 
Attorney  obtained  a  compulsion  order, 
which  removed  his  Fifth  Amendment 
protections  while  giving  him  immunity. 
Meanwhile,  the  SEC  agreed  to 
take  no  action  against  Dahl, 
who  retains  all  his  securities  li- 
censes. "The  SEC  gave  me  a 
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From  Milken's  pre- 
sentencing  hearing 
before  Judge 
Kimbo  M.  Wood 
Oct  25,  1990 

DATA:  COURT  RECORDS 


voked  his  Fifth  Amendment  right 
;-ainst  self-incrimination  before  the  SEC 
id  the  grand  jury.  Dahl  says  he  had 
)thing  to  hide  but  was  urged  to  take 
e  Fifth  by  his  lawyers.  He  was  repre- 
;nted  by  Williams  &  Connolly,  which 
so  was  advising  Milken  at  the  time. 
Hiring  Williams  &  Connolly  was  a 
istake,  Dahl  says  now.  "It  was  like 
aving  a  big  yellow  flag  in  front  of  the 


cusing  instead  on  a  series  of  suspicious 
trades  between  Drexel  and  confessed 
felon  Ivan  F.  Boesky — trades  that  would 
form  the  core  of  the  government's  case 
against  Milken.  Dahl's  initials  appeared 
on  most  of  the  trading  tickets  flagged 
by  prosecutors,  suggesting  that  he  had 
been  instrumental  in  perpetrating  the 
fraud.  Dahl  had  done  much  business 
with  Boesky,  but  he  insisted  then,  as 


clean  bill  of  liealth,"  says  Dahl. 

Dahl  overstates  the  case  con- 
siderably. At  the  time,  prosecu- 
tors were  focused  on  making 
an  insider-trading  case  against 
Drexel  on  the  basis  of  the 
Boesky  dealings.  Whether  the 
government  examined  Dahl's 
S&L  dealings  in  any  detail  before  grant- 
ing him  immunity  isn't  certain.  Nor  is  it 
clear  whether  the  value  of  Dahl's  testi- 
mony justified  immunity.  The  news  that 
Dahl  had  begun  talking  to  the  grand 
jury  persuaded  other  Drexel  employees 
to  do  likewise.  Yet  when  Milken  was 
indicted  in  March,  1989,  none  of  the  98 
counts  in  the  government's  indictment 
was  based  on  information  supplied  by 
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Dahl,  according  to  Den   of  Thieves. 

Unlike  the  typical  plea-bargaining  wit- 
ness, say,  Dahl  obtained  immunity  with- 
out admitting  to  any  wrongdoing.  And 
because  he  made  no  agreement  with 
prosecutors,  he  avoided  the  stigma  at- 
tached to  being  a  cooperating  witness.  It 
is  a  point  of  pride  with  Dahl  that  all  his 
subsequent  grand  jury  appearances 
have  been  compelled,  too. 

Nonetheless,  last  April,  Dahl  became 
a  cooperating  witness  when  he  settled 
with  the  FDIC  and  other  civil  litigants. 
Dahl  handed  over  to  the  FDic  rights  to 
907f'  of  his  interest  in  dozens  of  Drexel 
employee  partnerships  of  indeterminate 
worth  and  made  what  amounted  to  a 
downpayment  of  $5  million.  That  didn't 
put  much  of  a  dent  in  his  fortune, 
thought  to  total  about  $50  million. 
■LOUSY  DEAL.'  The  consensus  among 
Dahi's  ex-colleagues — some  of  whom  are 
now  eager  to  settle  with  the  FDic  them- 
selves— is  that  he  cut  himself  a  sweet 
deal.  But  if  Dahl  is  gloating,  he  is  doing 
it  in  private.  For  the  record,  he  blasts  his 
agreement  as  "a  lousy  deal.  I  don't  think 
the  FDIC  should  be  entitled  to  any  of  my 
money.  I  was  not  an  officer  or  director 
of  Drexel.  I  was  just  a  salesman." 

Dahl  is  as  ambitious  a  witness  as  he 
was  a  salesman.  He  not  only  hopes  to  be 
seen  as  credible  but  blameless.  Aside 
from  the  Columbia  parking,  he  admits  to 
no  offense,  not  even  to  disloyalty.  Asked 
to  respond  to  ex-colleagues  who  accuse 
him  of  betraying  Milken,  Dahl  says:  "I 
feel  betrayed  by  Mike.  If  he'd  exercised 
better  judgment,  11,000  Drexel  employ- 
ees would  still  have  their  jobs." 

On  the  other  hand,  Dahi's  agreement 
with  the  FDIC  doesn't  prevent  him  from 
denying  its  basic  allegation:  that  by  mas- 
sively manipulating  the  junk-bond  mar- 
ket, Milken  and  his  inner  circle  system- 
atically defrauded  S&Ls  of  billions  of 
dollars.  "Drexel  didn't  force  these  S&Ls 
to  buy  bonds."  Dahl  insists.  "The  reason 
why  S&Ls  lost  a  lot  of  money  in  high- 
yield  bonds  was  because  they  were  so 
leveraged  and  they  didn't  have  the  stay- 
ing power  to  ride  out  the  down  cycle  in 
the  market."  Milken's  lawyers  wouldn't 
have  put  it  any  differently. 

Dahl,  it  seems,  wants  it  all:  immunity, 
indemnity,  and  innocence.  As  a  result,  he 
once  again  could  find  himself  in  a  tight 
spot.  He  can  only  go  so  far — perhaps  not 
far  at  all — in  helping  the  FDIC  make  its 
fraud  case  without  either  compromising 
his  protestations  of  innocence  or  contra- 
dicting past  sworn  testimony.  On  the 
other  hand,  if  the  FDIC  feels  that  Dahl  is 
not  testifying  truthfully  or  fully,  it  could 
seek  to  abrogate  its  agreement  with 
him.  Either  way,  the  Houdini  in  Dahl  is 
likely  to  be  tested  again  in  1992. 

By  Anthony  Bianco  m  New  York 
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REPUBLIC  THE  BORING 
BANK,  BREAKS  OUT 


Ultraconservative  and  ultraprofitable,  it's  giving  the  dice  a  roll 


REPUBLIC'S  KEIL  PLANS 
TO  TINKER  WITH  THE 
TRIED  AND  TRUE 


In  the  middle  of  an  interview  in  his 
sleek  midtown  Manhattan  office,  Jef- 
frey C.  Keil,  the  president  of  Repub- 
lic New  York  Corp.,  pulls  out  a  three- 
year-old  newspaper  profile  of  himself 
and  points  to  a  quote  about  Republic's 
strategy  that  reads  suspiciously  like  a 
statement  he  had  uttered  just  moments 
before.  "The  reason  I  saved  this  was  to 
show  you  how  boring  I  am,"  he  says 
with  a  smile.  "I  was  saying  the  same 
things  in  1989  that  I'm  saying  three 
years  later.  We've  got  a  strategy  here. 
It  works.  We  just  try  to  evolve  with  it." 

Republic  itself  has  been  rather  boring. 
During  the  1980s,  when  many  large 
banks  were  pursuing  exciting  growth 
strategies,  the  $30  billion  bank  stubborn- 
ly and  quietly  stuck  to  its  ultraconserva- 
tive way  of  doing  business:  providing 
"private  banking"  services  to  mostly  af- 
fluent, safety-conscious  customers,  fo- 
cusing on  attracting  deposits  rather  than 
on  making  loans,  and  keeping  capital 
high  and  overhead  low.  "Whether  you're 
talking  credit  quality,  liquidity,  produc- 
tivity, or  capital  strength,  they're  head 


and  shoulders  above  most  other  major 
banking  oi'ganizations  in  the  U.  S.,"  says 
Thomas  H.  Hanley,  a  bank  analyst  with 
Salomon  Brothers  Inc. 

But  now.  Republic  is  becoming  a  lot 
less  boring.  As  other  financial  institu- 
tions increasingly  try  to  recruit  Repub- 
lic-type customers,  Keil  is  pursumg  a 
surprisingly  venturesome  new  strategy. 
Republic  has  been  aggressively  increas- 
ing its  retail  deposit  base  through  acqui- 
sitions of  troubled  New  York  savings 
banks.  And  it  is  seeking  to  leverage  off 
its  reputation  for  safety  by  developing  a 
line  of  new  investment  products,  such  as 
mutual  funds  and  brokerage  services. 
Making  all  this  pay  off,  though,  will  not 
be  easy.  Banks'  track  record  of  selling 
investment  products  is  spotty  at  best, 
and  competition  in  the  financial  services 
industry  is  fierce. 

Republic  certainly  has  the  wherewith- 
al to  take  risks.  It  sits  on  the  biggest 
cash  cushion  of  all  major  banks:  Capital, 
adjusted  for  risk,  is  more  than  147^  of  its 
assets,  vs.  the  4%  that  many  banks  are 
struggling  to  meet  or  maintain.  Its  al- 
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When  John  McCallister  took  over  his 
family s  business  in  1870,  the  first  change  he  made 
was  to  stop  serving  Drambuie  to  his  clients. 
A  year  later,  he  was  freelancing. 


Unfortunately,  John  McCallister  lacked  his  father's  business  acumen. 
And  his  appreciation  for  Drambuie.  No  wonder  he  wasn't  a  success. 
Drambuie.  A  base  of  100%  aged  malt  whiskies,  uniquely  flavored  with 
herbs  and  wild  heather  honey.  Scottish  in  origin,  distinctive  in  taste, 
unchanged  since  174.S  Drambuie.The  stuff  legends  are  made  of. 


1i 


■nance 


most  ()l)sessive  attention  to  expenses  has 
its  ratio  of  noninterest  expense  to  total 
revenue  well  below  that  of  many  of  its 
peers. 

All  of  this  has  paid  off  on  the  bottom 
line.  In  third-quarter  1991,  return  on  as- 
sets was  0.76'a.,  and  return  on  equity 
was  14.27c.  Among  money-center  banks, 
only  Bankers  Trust  Co. 
and  Morgan  Guaranty 
Trust  Co.  did  better. 

Even  with  its  more  ag- 
gressive strategy,  Repub- 
lic will  remain  a  haven  for 
individuals  whose  primary 
concern  is  preservation  of 
capital.  "Our  main  aim  is 
to  protect  depositors' 
money,"  says  the  bank's 
legendary  founder,  Ed- 
mond  J.  Safra,  in  a  rare 
interview.  "Even  at  the 
price  of  having  a  lower 
profit,  I'd  rather  have  that 
than  take  chances."  It  in- 
vests depositors'  funds  in  such  high- 
quality  securities  as  U.  S.  Treasury  and 
agency  paper,  and  debt  issued  by  for- 
eign governments. 

DISASTER  DOLLARS.  "We  focus  our  atten- 
tion on  the  15' '  to  207  of  an  individual's 
wealth  that  they  want  to  be  totally  liq- 
uid," says  Kenneth  F.  Cooper,  chief  fi- 
nancial officer  at  Safra  Republic  Hold- 
ings, Republic's  Luxembourg-based 
international  private  banking  affiliate. 
"If  you're  accepting  large  deposits  like 
we  are,  and  it's  rainy-day  money  or  mon- 
ey in  case  of  a  political  disaster  or  eco- 
nomic disaster  in  your  country,  you're 
looking  for  double  or  triple  safety."  The 
typical  account  has  about  $500,000  to  $1 
million.  A  third  of  Republic's  deposits 
are  from  foreign  investors,  and  a  signifi- 
cant share  is  flight  capital. 

Lending  to  customers  is  not  a  big  part 
of  Republic's  strategy.  "I  prefer  not  to 
do  loans,"  says  Safra.  "If  you're  liberal 
in  lending,  you've  got  to  be  hurt."  The 
bank's  balance  sheet  has  only  about  30% 
of  its  assets  in  loans,  about  half  the 
norm  for  most  money-center  banks. 

Any  exploration  of  what  makes  Re- 
public tick  leads  to  Safra,  whom  Hanley 
describes  as  "the  brightest  person  in 
banking  that  I  have  ever  met."  Low- 
profile  but  highly  regarded,  Safra  comes 
from  a  line  of  financiers  stretching  back 
to  the  caravan  trade  in  the  Ottoman  Em- 
pire. In  1983,  Safra  sold  his  Geneva- 
based  Trade  Development  Bank,  which 
specialized  in  private  banking,  to  Ameri- 
can Express  Co.  for  $550  million. 

After  a  rift  with  AmEx  executives, 
Safra  left  TDB  in  1985.  AmEx  tried  assid- 
uously to  keep  him  out  of  private  bank- 
ing. The  most  egregious  attempt  was  its 
infamous  smear  campaign:  false  allega- 


LECENDARY  FOUNDER  SAFRA 
NOW  PLAYS  "COACH" 


tions  of  links  between  Safra  and  Repub- 
lic to  drug  smugglers,  money  launder- 
ers,  and  illicit  arms  traders.  Eventually, 
AmEx  apologized  and  promised  to  do- 
nate $8  million  to  charities  of  Safra's 
choosing.  Safra  will  not  comment  on  the 
episode. 

International  private  banking  is  now 
the  fastest-growing  part 
of  Republic.  Since  the 
bank  launched  its  Safra 
Republic  Holdings  in  1988, 
client  assets  have  soared 
from  $2  billion  to  almost 
$8  billion  in  1991  and  are 
now  growing  close  to  207 
annually.  "Private  bank- 
ing is  growing  fastest  in 
Europe  and  growing  espe- 
cially fast  in  the  Far  East, 
where  there  is  a  huge 
market,"  says  Safra.  Re- 
j)ub!ic  is  well-positioned  to 
benefit,  with  branches  in 
Hong  Kong,  Japan,  and 
Singapore. 

Safra  owns  217  of  Safra  Republic 
Holdings  as  well  as  297  of  Republic 
New  York  Corp.  His  stake  in  Republic 
New  York  is  worth  $588  million.  Keil, 
who  says  he  speaks  with  Safra  almost 
every  day,  compares  the  financier's  role 
with  that  of  a  football  coach:  "He  knows 
that  he's  not  there  on  the  field,  so  he 


REPUBLICS  PROFITS 
KEEP  GROWING... 


...WHICH  HELPS 
BOOST  CAPITAL 


REPUBUC  NEW  YORK 


CAPITAL  AS  A  PERCENTAGE 
OF  ASSETS' 


MONEY-CENTER  BANKS 
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doesn't  try  to  execute  the  plays.  Bui 
there's  no  doubt  that  he  decides  who  the 
players  are  and  coaches  them  for  mosi 
of  their  careers." 

Republic's  new  game  plan,  the  move 
to  add  to  its  U.  S.  retail  deposit  base 
stems  from  pressure  on  its  core  busi 
ness.  Not  only  are  competitors  targeting 
its  customers  but  low  interest  rates  have 
squeezed  the  spread  between  what  Re 
public  pays  customers  and  what  it  earns 
on  its  investments.  Taking  advantage  oi 
some  near  fire  sales  of  ailing  New  York! 
savings  banks,  Republic  acquired  on  the 
cheap  Williamsburgh  Savings  Bank  ir 
1987  and  Manhattan  Savings  Bank  ir 
1990.  It  is  now  bidding  for  Crosslanc 
Savings  Bank,  which  has  $6  billion  ir 
local  market  deposits.  Republic  acknowl 
edges  that  the  deal  woulcl  be  a  "difficult 
digestion"  and  that  the  returns  from 
Crossland  won't  be  as  good  as  those 
from  previous  acquisitions. 
NO  HURRY.  Republic,  nonetheless,  is 
looking  for  still  more  deals.  "Over  the 
next  three  to  five  years,  it  will  be  a 
buyer's  market,  and  they  are  in  the  driv- 
er's seat,"  says  Hanley.  Says  Keil:  "We 
think  that  if  we  can  manage  banks  in 
Singapore  and  London  that  we  ought  to 
be  able  to  manage  banks  in  Florida  and 
California  and  Texas.  And  we  will,  but 
one  step  at  a  time." 

Republic  is  working  hard  to  develop 
new  products  and  services  for  its  grow- 
ing customer  base.  It  has  filed  for  a 
discount  brokerage  license  and  will  work 
with  Dreyfus  Corp.  to  roll  out  a  line  ol 
branded  mutual  funds  in  the  U.  S.,  which 
is  expected  to  be  launched  within  six 
months.  "We're  not  talking  about  intro 
ducing  anything  that  hasn't  been  done 
for  the  last  few  thousand  years,  but 
we're  branding  it,  saying  that  you  can 
have  confidence  in  it  because  you're  buy- 
ing it  from  Republic,"  says  Thomas  F 
Robards,  executive  vice-president  and 
treasurer  for  Republic  New  York.  "It's 
just  like  if  you  buy  a  certain  brand  ol 
aspirin,  you  feel  confident  because,  say, 
it's  Bayer  that  is  delivering." 

In  a  sense.  Republic  currently  resides 
somewhat  uneasily  between  its  past  and 
its  future.  While  Robards  compares  its 
services  to  a  packaged-goods  product 
like  aspirin,  its  latest  annual  report  of- 
fers another  quite  different  metaphor 
from  Safra's  deceased  father  Jacob  E 
Safra:  "If  you  choose  to  sail  upon  the 
seas  of  banking,  build  your  bank  as  you 
would  your  boat,  with  the  strength  to 
sail  safely  through  any  storm."  Jacob's 
maxim  has  certainly  helped  Republic  en- 
joy remarkable  prosperity.  But  it  may 
take  more  than  sheer  strength  to  carry 
Republic  through  a  stormy  decade  of  in- 
tense financial  services  battles. 

By  Suzanne  Woolley  in  New  York 
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You  INVESTED  MILLIONS 

COMPUTERS. 
This  FREE  BOOK  will  help 
you  SAVE  //. 


I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM:  dec*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 
inside  look  on  how  to  enhance  them. 

Introducing  the 
Distributed  Computing 
Model. 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 


distributed 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

— ^m>-^ — •••• 

"Where  do  I  start.''  What  products 
do  I  use.^  How  fast  should  I  go.''" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


r 


current  systems  can  work  better, 
regardless  of  vendor. 

CaU  1-800-233-BULL. 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 
 1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 
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BY  GENE  G.  MARCIAL 


LASERDISK, 
LASERDISK, 
BURNING  BRIGHT? 


Laserdisks  haven't  taken  the  coun- 
try by  storm,  and  they  aren't  like- 
ly to  catch  up  anytime  soon  with 
the  ubiquitous  videocassettes,  the 
craze  of  the  home-video  market.  Still, 
demand  for  shares  of  major  laserdisk 
distributor  Image  Entertainment  has 
pushed  the  stock  up  to  8,  about  twice 
its  price  in  August.  Image  is  one  of  the 
companies  in  which  Metromedia 
founder  and  billionaire  John  Kluge 
owns  a  big  stake. 

True,  Image  has  been  in  the  red  for 
the  past  five  years.  But  the  company — 
which  distributes  some  3,500  movies 
and  music  videos  on  laserdisks  through 
an  agreement  with  such  movie  makers 
as  Disney,  Orion,  and  Sony — plus  an 
exclusive  pact  with  Fox  Video — is  final- 
ly turning  around,  says  analyst  Paul 
Marsh  of  Kemper  Securities  Group. 

For  the  first  time,  Image  is  expected 
to  post  a  profit — in  fiscal  1992 — of  ll^ 
a  share  on  projected  sales  of  $58  mil- 
lion. In  the  year  that  ended  Mar.  30, 
1991,  Image  sold  $48  million  worth  of 
laserdisks  to  owners  of  439,000  laser 
players — ^just  0.5%'  of  the  90  million 
homes  that  own  television  sets.  In 
1993,  Image  should  earn  48$  a  share  on 
estimated  sales  of  $65  million,  figures 
Marsh.  Image's  recent  private  place- 
ment of  $20  million  of  secured  notes 
with  a  major  insurance  company,  says 
Marsh,  will  enable  Image  to  pay  off  a 
$14  million  debt  and  expand  operations. 
DEEP  POCKETS.  Laserdisks  resemble  a 
large  compact  disk  but  are  encoded 
with  both  audio  and  visual  information. 
Sales  of  laserdisk  players  have  acceler- 
ated from  75,000  units  in  1987  to 
160,000  last  year,  according  to  the  Elec- 
tronic Industries  Assn.,  which  sees 
sales  this  year  of  250,000  units.  The 
players  now  cost  $300  to  $700,  down 
from  $1,000  to  $1,500  five  years  ago. 
The  appeal  is  growing,  notes  Marsh, 
because  the  "images  and  sound  con- 
veyed by  laserdisks  are  far  superior" 
to  those  on  a  vcR.  If  laserdisks  pene- 
trate just  5%  of  U.  S.  households,  it 
would  mean  growth  of  1,000%  from 
current  market  levels. 

Marsh  sees  an  average  laserdisk 
household  buying  11  disks  a  year  at 
$35  apiece.  That  suggests  a  market  of 
$170  million  in  1991.  He  believes  sales 
will  climb  to  $250  million  in  1992  and  to 


IMAGE  ENTERTAINMENT 
IS  lOOKING  UP 
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$737  million  by  the  end  of  1995.  Image 
has  34%  of  the  laserdisk  market. 

Some  big  investors  speculate  that 
Kluge — who  together  with  partner  Stu- 
art Subotnick  owns  38.5%  of  the  com- 
pany— may  eventually  sell  part  of  the 
stake  to  a  group  that  is  in  the  film 
business.  Whispers  are  that  Disney, 
Paramount  Communications,  and  Pio- 
neer Electronics  of  Japan  are  interest- 
ed in  Image.  Chairman  and  CEO  Martin 
Greenwald  declined  to  comment,  but 
says  he  doesn't  rule  out  a  "strategic 
alliance"  with  a  larger  company  with 
deep  pockets  to  enable  Image  to  be- 
come a  global  laserdisk  leader. 


GENERAL  PHYSICS 
MAY  BE  SUPERHOT 


As  the  U.  S.  begins  to  reduce  its 
nuclear  arsenal,  some  investors 
see  a  bonanza  for  a  company 
called  General  Physics,  a  major  provid- 
er of  services  to  the  nuclear  industry. 
General  Physics  went  public  in  Septem- 
ber when  parent  National  Patent  De- 
velopment sold  some  60%^  of  its  93%- 
holding  in  the  company.  General  Phys- 
ics offers  training  programs  for  nucle- 
ar and  fossil-fuel  power  plant  workers 
and  has  provided  other  services,  such 
as  helping  the  government  and  com- 
mercial clients  to  improve  environmen- 
tal, health,  and  safety  conditions  at  90 
of  the  nation's  112  nuclear  plants. 

Mark  Friedman,  an  analyst  at  Gold- 
man Sachs,  says  the  decision  to  reduce 
the  supply  of  nuclear  weapons  "could 
lead  to  a  new  business  of  training  per- 
sonnel to  disassemble  nuclear  weap- 
ons." U.  S.  government  personnel  will 
do  the  actual  job,  but  General  Physics 


could  be  a  big  player  in  training  work- 
ers, he  notes. 

Friedman  says  the  company  is  "ide- 
ally positioned"  to  benefit  from  the  up- 
grading of  Energy  Dept.  standards,  in- 
cluding the  process  of  cleaning  up 
hazardous  waste  at  nuclear  facilities. 
He  figures  that  in  the  next  30  years, 
the  Energy  Dept.,  which  oversees  the 
U.  S.  nuclear  weapons  complex,  will 
spend  $200  billion  to  upgrade  plants. 

Money  manager  Barry  Feirstein, 
who  runs  some  $980  million  at  Equita- 
ble Capital  Management,  is  also  high 
on  General  Physics.  He  says  the  com- 
pany has  trained  personnel  at  one  of 
the  largest  Energy  Dept.  nuclear 
plants — the  Savannah  River  site.  Gen- 
eral Physics  also  won  contracts  for  9 
of  the  government's  17  nuclear  plants. 
Feirstein  sees  General  Physics  making 
$1  a  share  in  1991  and  $1.20  in  1992,  up 
from  1990's  78(t.  Now  at  12,  the  stock 
should  hit  20  in  a  year,  he  says. 


WHAT'S  MAKING 
SHORTS  GO  lONG 


Guilford  Securities,  an  invest- 
ment firm  in  Chicago,  is  known 
in  the  business  as  "a  den  of  the 
shorts."  Usually,  "we  take  just  one 
long  [buy]  position  a  year,"  says  Mitch 
Kopin,  a  portfolio  strategist  at  Guil- 
ford. So  investors  pay  attention  when 
the  Guilford  pros  go  bullish  on  a  stock. 

A  "must-buy,"  says  Kopin,  is  STAAR 
Surgical,  which  has  "an  almost  exclu- 
sive right"  to  a  $500  million  market: 
the  just-emerging  "foldable"  intraocu- 
lar lens  business.  Here's  why. 

In  September,  the  Food  &  Drug  Ad- 
ministration granted  a  patent  for 
STAAR's  foldable  lens,  which  analysts 
predict  will  be  used  in  about  90%  of  all 
cataract  surgeries.  What's  appealing 
about  the  lens?  It  requires  only  a  tiny 
3.5  millimeter  incision  for  surgeons  to 
insert  it  in  the  eye  of  cataract  patients. 
The  procedure  using  a  hard  lens  re- 
quires an  incision  of  5mm  to  Umm. 

STAAR  has  licensed  its  big  competi- 
tors— Cooper  Cos.,  Allergan,  and 
Chiron — to  distribute  the  foldable  lens 
in  return  for  a  royalty  fee  of  6%;  of  net 
revenues.  But  it  is  preparing  to  go  into 
making  the  lens,  which  is  the  more 
lucrative  side  of  the  business.  The  mar- 
ket for  the  new  lens  is  expected  to 
grow  by  15%  to  20%  a  year.  Kopin 
figures  STAAR  will  be  in  the  black  in 
1992,  after  an  expected  loss  in  1991. 
And  in  1993,  he  sees  a  net  of  $1  a 
share.  He  thinks  the  stock,  now  at  7, 
will  double  by  early  1993. 
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How  to  keep  55%  of  ym  net  worth 
&Dm  going  to  stran^rs. 


Estate  planning  with 
Merrill  Lynch  can  help. 

It  may  surprise  you  to  learn  that 
unless  you  plan  your  estate  care- 
fully as  much  as  55%  of  your 
assets  can  go  to  taxes,  probate 
costs,  legal  fees  and  other 
expenses. 

That's  why  it's  important  to 
talk  to  your  Merrill  Lynch  Finan- 
cial Consultant  at  once  if  you 
don't  have  an  estate  plan  in  place. 

We  can  analyze  your  needs, 
advise  you  on  managing  your 
investments  and  explain  the  wade 

5 


variety  of  trust  services  and  insur- 
ance products  available  today 
including  survivorship  insurance. 
And  if  you're  a  business  owner, 
we  can  provide  you  with  experts 
to  help  you  determine  your  com- 
pany's value  and  help  you  estab- 
lish and  implement  your  business 
succession  goals. 

For  a  free  booklet  on  estate 
planning  strategies,  see  your 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 

Isn't  it  time  you  made  sure 
your  assets  go  to  the  people  you 
really  care  about? 


CaU  1-800-637-7455,  exL  9176 

Return  to:  Merrill  Lynch  Response  Center, 
PQ  Box  30200,  New  Brunswick.  NJ  0898W)200 

Please  send  me  your  free  brochure  on  estate 
preservation  strategies- 
□  I  am  a  business  owner. 

Name  


Address^ 
City  


Home  Phone_ 


-States. 

) 


-Zip_ 


) 


OFFICIAL  SPONSOR  OF  THE  1992  U  S,  OLYMPIC  TEAM     ©1991  Merrill  Lynch,  Pierce,  Fenner&  Smith  Inc  Member  SIPC, 


Business  Phone  !_ 

Memll  Lynch  clients,  please  give  the  name  and 
location  of  your  Financial  Consultant, 


9176 

Merrill  Lynch 

A  tradition  of  trust. 
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ANOTHER  YEAR,  ANOTHER 
BITTER  LESSON  FOR  JIM  MANZI 


Lotus'  latest  1-2-3  goof  raises  tough  questions  about  the  future 


For  Jim  Manzi,  it's  another  unwel- 
come lesson  in  software-crisis  man- 
agement. Four  years  ago,  with  a 
major  new  product  a  year  late,  the  chief 
executive  of  Lotus  Development  Corp. 
learned  how  dangerous  it  is  to  let  pro- 
gramming schedules  slip.  This  year,  he's 
learning  how  damaging  it  can  be  to  re- 
lease a  product  too  soon.  The  newest 
version  of  the  1-2-3  spreadsheet,  the  first 
designed  for  Microsoft  Corp.'s 
hot-selling  Windows  graphics 
system,  was  shipped  in  Au- 
gust— rife  with  bugs.  A 
month  later,  the  company  had 
to  replace  it.  Two  months  af- 
ter that,  on  Nov.  21,  W.  Frank 
King  III — the  manager  who 
had  brought  IBM-style  disci- 
pline to  Lotus'  floundering  de- 
velopment organization  in 
1988 — was  gone. 

This  year's  lesson  is  that  in 
a  fast-moving  software  mar- 
ket, efficient  management  is 
nice,  but  there's  no  substitute 
for  top-notch  technology.  So 
Manzi  has  replaced  King  with 
techno-jock  John  Landry,  a  44- 
year-old  industry  veteran, 
most  recently  technology 
chief  at  Dun  &  Bradstreet 
Software  Services  Inc.  A  self- 
taught  programmer,  Landry 
has  launched  and  sold  two 
software  startups  and  is  far 
more  steeped  in  technology 
than  IBM  veteran  King  or 
Manzi,  a  former  journalist  and 
marketing  consultant. 
MAINSTAY.  Landry's  most 
pressing  challenge  centers 
largely  on  Windows,  the  Microsoft  "en- 
vironment" that  makes  a  PC  look  like  a 
Macintosh.  PC  owners  are  snapping  up 
the  package — 8  million  have  been  sold  so 
far — and  are  looking  for  new  applica- 
tions such  as  spreadsheets  to  go  with  it. 
So  far,  Microsoft's  Excel  dominates  the 
Windows  spreadsheet  market,  and  Bor- 
land International  Inc.'s  QuattroPro  for 
Windows,  due  out  by  March,  is  garner- 
ing early  kudos  from  testers.  Mean- 
while, market  researcher  International 
Data  Corp.  estimates  only  about  250,000 


copies  of  1-2-3  for  Windows  have  been 
sold,  one-fourth  the  volume  analysts  had 
projected. 

With  a  weak  offering  in  the  Windows 
market,  Lotus  could  see  further  erosion 
of  its  market  share,  now  at  about  557f, 
down  from  757^  three  years  ago. 
"They've  heard  footsteps,"  says  Jude 
Gartland,  a  senior  vice-president  at 
Shearson  Lehman  Brothers  Inc.,  a  Lotus 


The  following  Lotus  officers 
have  left  the  company  oyer 
the  past  18  months: 


EDWARC 

VP  research  &  development 
VP  spreadsheets 


STEPHEN  CRUMMEY 

Sr.  VP  internationar  business 

VP  North  American  sales 


FR/li 

VP  PC  spreadsheets 


W.  FRANK  KING  Hi 

Sr.  VP  software  business 

VP  international  business 
VP  consulting  services 


,  o 

VP  marketing  communica- 
tions 


DATA:  COMPANY  REPORTS 


MANZI:  NO  QUICK  FIX? 


customer.  Sales  of  1-2-3  for  PCs  this  year 
are  nearly  flat,  and  investors  have  be- 
gun to  discount  Lotus'  ability  to  fend  off 
Borland  and  Microsoft.  The  stock  is 
down  to  20  from  about  41  in  August. 
"Wall  Street  is  worried  there's  no  quick 
fix  here,"  says  Peter  Rogers,  an  analyst 
at  Robertson  Stephens  &  Co. 

Spreadsheets  are  not  only  Lotus' 
mainstay — accounting  for  707  of  reve- 
nues— but  they're  also  critical  to  its 
broader  strategy.  That  involves  selling  a 
collection  of  applications  programs  to 


improve  productivity  for  workers  using 
PCs  on  networks.  "The  direction  of  the 
company  matches  his  strengths,"  Manzi 
says  of  Landry,  who  has  developed  and 
sold  both  mainframe  and  PC  packages. 
One  important  consideration  is  matching 
wits  with  Microsoft's  oft-quoted  CEO, 
William  H.  Gates,  and  the  sometimes 
outrageous  Philippe  Kahn,  president  of 
Borland.  Landry  says  he's  ready  to  take 
a  high  profile  to  explain  Lotus'  technol- 
ogy strategy  and  answer  the  invective 
rivals  hurl  at  its  products.  "Lotus  never 
seemed  to  stand  up  for  itself,  never  took 
to  the  offense,"  says  Landry.  "That's  a 
change  that's  overdue." 
TURMOIL.  But  change — or  the  promise  of 
change — has  become  a  constant  at  Lo- 
tus. Manzi  has  shaken  up  management 
and  shifted  strategies  frequently  in  the 
past  five  years.  In  the  process,  the  com- 
pany bet  on  some  wrong  horses,  includ- 
ing OS/2,  the  PC  operating 
system  that  IBM  and  Microsoft 
jointly  developed  but  which 
Microsoft  has  now  moved 
away  from.  Sales  of  1-2-3  for 
OS/2  have  been  negligible, 
and  the  effort  left  Lotus  far 
behind  in  developing  pro- 
grams for  Windows. 

These  missteps  have  creat- 
ed turmoil  at  Lotus'  Cam- 
bridge (Mass.)  headquarters, 
where  there  has  been  a  contin- 
uous exodus  of  top  managers 
in  the  past  year  and  a  half. 
"No  one  gets  along  with 
Manzi  for  long  periods  of 
time,"  says  Charles  Taylor,  an 
analyst  at  Needham  &  Co. 
One  departed  senior  vice-pres- 
ident (table),  Stephen  J.  Crum- 
mey,  also  blames  the  boss. 
"At  the  end  of  the  day,  the 
issue  is  Jim  Manzi,"  he  says. 

So  far,  Manzi  seems  in  no 
danger  of  losing  his  job.  In 
addition  to  being  CEO  and 
president,  he's  chairman  of 
Lotus'  four-man  board.  And 
he  still  has  support  from  some 
Wall  Street  analysts.  Arieh 
Coll  at  Fidelity  Investments 
recommends  Lotus  now  as  a  bargain. 
Selling  at  nine  times  projected  1992  earn- 
ings, it's  "more  like  a  steel  company" 
than  a  profitable  company  in  a  hot- 
growth  industry,  he  says.  Still,  he  notes, 
Lotus'  projected  207^  revenue  growth,  to 
$820  million  this  year,  will  lag  behind  the 
industry's  307  growth.  And  he  expects 
earnings  of  $1.43  a  share — less  than  in 
1987.  If  that  doesn't  improve,  Manzi  may 
be  in  for  yet  another  lesson. 

By  Gary  McWilliams  in  Boston,  with 
Evan  I.  Schwartz  in  New  York 


88  BUSINESS  WEEK/DECEMBER  9,  1991 


INFORMATION  PROCESSINC 


You're  not  about  to  wear  your  financial  savvy  and  stability  on  your  sleeve. 

There  are  other  places. 


The  Card. 
The  American  Express"  Card. 


Apparently  our  competition  believes 
our  planes  can  go  even  further. 


This  Qcintas  747 
has  clocked  almost 
50,000  Hying  hours, 
which  is  reason  enough 
ior  Qanras  to  sell  it. 

And  a  very  good 
reason  for  other  airlines 
to  want  to  buy  it. 
Because  a  747  that's  been 
llown  by  Qantas  has 
been  serviced  by  Qantas. 
The  Qantas  fleet  is  one 
of  the  youngest  in  the 
world  (the  average  age  is 
just  over  6  years). 

And  no  one  has  a 
higher  service  standard. 

If  you're  flying  the 
Pacific,  it's  good  to 
know  that  Qantas  has 
more  flights  to  more 
destinations  in  Australia 
and  the  South  Pacific 
from  North  America 
than  anv  other  au'line. 


THE  SPIRIT  OF  AUSTRALIA 


HER 


In  the  U.S.,  call  1  -800-845-2360.  In  Vancouver:  684-8231 .  In  Bntish  Columbia  and  Alberta:  1  -800-663-341 1 .  The  remainder  of  Canada:  1  -800-663-3423. 
In  addition  to  offering  our  own  Frequent  Flyer  plan,  Qantas  is  a  partner  in  American  Airlines'  AAdvantage  and  Canadian  Airlines'  Canadian  Plus  programs. 
American  Airlines  reserves  the  right  to  change  the  Alkdvantage  program  without  notice. 
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WARNER-LAMBERT 
IT  GETS  SICK 


ew  CEO  Melvin  Goodes  fears  for  the  future,  so  he's  moving  now 


elvin  R.  Goodes  is  one  deter- 
mined soul.  Warner-Lambert 
Co.'s  new  chairman  and  chief 
;ecutive  officer  is  a  golf  nut  with  a  10 
tndicap,  and  even  Arctic  blasts  don't 
lep  him  off  the  fairways.  "I've  teed  off 
hen  it's  15  degrees  out,"  he  says.  "It's 
(thing  to  me.  I'm  Canadian." 
Goodes  is  proving  to  be  a  pretty  tough 
istomer  off  the  links,  too.  Just  three 
onths  after  replacing  retiring  Chair- 
an  Joseph  D.  Williams,  the  26-year 
mpany  veteran  stunned  employees  in 
,rly  October  by  unveiling  plans  to  elim- 
ate  2,700  jobs,  or  8% 
his  total  work  force, 
oodes,  56,  also  an- 
)unced  a  reorgani- 
ition  of  Warner- 
imbert's  worldwide 
anagerial  ranks  along 
isiness  lines.  And  he's 
Iding  its  various  busi- 
isses  into  two  core 
•oups — pharmaceuti- 
cs and  consumer  prod- 
its — and  refocusing 
arketing  efforts  pri- 
arily  on  North  Ameri- 
,,  Europe,  and  Japan. 
Strangely,  Goodes's 
aheaval  comes  at  a 
impany  that  has  deliv- 


ered smart  15%  to  20%  annual  earnings 
growth  since  1985.  And  had  it  not  been 
for  the  restructuring  charges,  Warner- 
Lambert  would  have  posted  a  15%  earn- 
ings gain  in  1991.  But  Goodes  sees  trou- 
ble looming.  Recession  and  widespread 
discounting  have  begun  slowing  the 
growth  of  such  powerhouse  Warner- 
Lambert  brands  as  Listerine  mouthwash 
and  Schick  razors.  Also,  its  blockbuster 
drug  Lopid,  a  cholesterol  reducer,  goes 
off  patent  in  early  1993.  At  that  time, 
lower-priced  generic  offerings  will  cut 
into  Lopid's  $450  million  in  annual  sales. 


WARNER-LAMBERT  FACES  GROWTH  PROBIEWIS... 

A  blockbuster  is  going  off  patent:  The  patent  on  Lopid,  a  $450  million  choles- 
terol reducer,  will  expire  in  January,  1993 

A  major  new  dnig  is  held  up:  The  Food  &  Drug  Administration  has  asked  for 
further  testing  of  Cognex,  an  Alzheimer's  treatment 

Consumer  products  are  slowing:  Worldwide  sales  of  Warner-Lambert  con- 
sumer products  decreased  5%  in  the  third  quarter  of  1991 

...SO  IT'S  RESTRUCTURING  TO  CUT  COSTS 

In  a  $524  million  (al'tertax)  overhaul,  Wai"ner-Lambert  will: 
1  •  Cut  2,700  jobs,  or  8%  of  the  work  force 

2.  Fold  several  businesses  into  two — pharmaceuticals  and  consumer  prod- 
ucts— and  reorganize  management  ranks  along  product  lines 

3.  Consolidate  overseas  manufacturing  into  fewer  plants 

DATA:  BW,  COMPANY  REPORTS 


More  worrisome,  though,  is  the  future 
of  Cognex,  a  drug  that  Warner-Lambert 
is  developing  to  combat  the  effects  of 
Alzheimer's  disease.  Cognex  once  looked 
like  the  company's  next  big  cash-spinner. 
But  in  mid-March,  the  Food  &  Drug  Ad- 
ministration turned  down  the  company's 
application  for  approval  of  Cognex,  re- 
questing more  testing.  Now,  the  drug 
won't  hit  the  market  until  late  1993 — if 
ever.  The  ruling  "was  a  real  body  blow," 
says  independent  industry  analyst  He- 
mant  K.  Shah. 

PINK  SLIPS.  Goodes  believes  his  belt- 
tightening,  which  should  save  $1  billion 
in  all  through  1998,  will  help  the  compa- 
ny get  its  drug-development  efforts 
crackling.  "He's  taking  these  actions  to 
regain  focus  and  continue  the  momen- 
tum of  profitability,"  says  former 
Warner-Lambert  executive  David  W. 
Johnson,  chief  executive  officer  at 
Campbell  Soup  Co.  Perhaps.  But  in  1991, 
the  downsizing  will  result  in  a  $524  mil- 
lion aftertax  charge  that  will  drive  down 
the  company's  profits  92.6'7^',  to  $36  mil- 
lion, on  $5.14  billion  in  sales,  says  Shah. 

But  it  will  take  more  than  pink  slips 
and  plant  closings  to  get  Warner-Lam- 
bert through  the  leaner  times  ahead. 
Goodes  must  figure  out  how  to  squeeze 
greater  profits  out  of  Warner-Lambert's 
powerful,  though  often  mature,  over-the- 
counter  products  such  as  Dentyne  gum 
and  Rolaids  antacids.  Many  of  these 
brands  face  fierce  competition.  In  fact, 
Warner-Lambert's  $1  billion  chewing- 
gum  business,  which  also  includes  Chic- 
lets and  Trident,  lost  its  No.  1  spot  to 
Wm.  Wrigley  Jr.  Co.  earlier  this  year. 

Collectively,  these  nonprescription 
products  contribute  67%-  of  total  reve- 
nues and  about  70%  of  operating  profits. 
But  the  margins  on  some  of  these  busi- 
nesses now  run  as  low  as  20%,  vs.  36% 
or  so  in  Warner-Lambert's  drug  busi- 
ness. Small  wonder  the  company's  over- 
all gross  profit  margin  is  just  10%— vs. 

the  16%  average  at  oth- 
er drug  companies. 

To  boost  his  fortunes, 
Goodes  is  hoping  for 
healthier  consumer- 
goods  profits  overseas. 
Indeed,  the  company 
virtually  created  the 
market  for  mouthwash 
in  Japan  when  it  intro- 
duced its  Listerine 
brand  in  1984.  Today,  it 
commands  31%'  of  the 
Japanese  market. 

To  make  sure  there 
are  more  such  success 
stories,  Goodes  is  put- 
ting worldwide  manage- 
ment through  a  sweep- 
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AIG  IS  3^,000  PEOPLE  WORLDWIDE  WITH  INSURANCE  talpei 
KNOWLEDGE  SECOND  TO  NONE.  In  130  countries  and jurisdictions  from  mm 
Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919,  AIG  has  an  international  tradition  fdrtnprs 
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Dcal  people  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  oj 
nnovation  and  responsiveness.  All  of  which  has  made  the  AIG  Companies  the  preferred  insurance 
)artnersJor  businesses  seeking  global  growth  opportunities.  Wherever  those  businesses  are  based. 


AIG 


WORLD  LEAOEMS  IM  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept  A,  70  Pine  Street,  New  York.  NTV  10270. 
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ing  restructuring.  Under  the  old  system, 
managers  were  responsible  for  all 
brands  in  their  country,  from  Certs  to 
the  epilepsy  drug  Dilantin.  Now  oi'ga- 
nized  along  product  lines,  managers  will 
have  the  opportunity  to  learn  in  depth 
about  their  particular  markets.  So  if 
their  brand  starts  to  flag,  there  will  be 
nowhere  to  hide. 

HEDGED  BETS.  Goodes  also  hopes  to  cre- 
ate more  ovei--the-counter  products  from 
Warner-Lambert's  vast  array  of  pre- 
scription drugs.  Consider  that  its  refor- 
mulated antihistamine  Benadryl  has 
seen  annual  sales  grow  sixfold,  to  S115 


million,  since  being  introduced  into  the 
nonprescription  market  back  in  1985. 

Another  challenge  for  Goodes  will  be 
reenergizing  Warner-Lambert's  pharma- 
ceutical business,  which  accounts  for 
SO'^f  of  operating  profits.  Trouble  is, 
Cognex  is  on  hold.  So  far,  it's  unclear 
whether  the  drug  has  much  of  an  impact 
on  Alzheimer's — and  results  from  the 
new  tests  won't  be  ready  until  late  1992. 
What's  more,  many  of  Warner-Lam- 
bert's new  drugs,  such  as  the  antihjijer- 
tensive  Accupril  and  the  oral  contracep- 
tive Estrostep,  are  entering  crowded 
markets. 


To  hedge  his  bets.  Goodes  has  boostec 
R&D  spending  on  drug  development  this 
year  by  I2^c,  to  S340  million.  Of  course, 
that's  small  compared  with  rival  Merck 
&  Co.'s  SI  billion  budget.  And  there's 
the  rub:  With  the  cost  of  new-drug  de- 
velopment skyrocketing  and  the  indus- 
try rapidly  consolidating,  can  Warner- 
Lambert  afford  to  go  it  alone?  "Warner- 
Lambert  is  not  going  to  be  bought," 
Goodes  says  adamantly.  Tough  talk.  But 
what  would  you  expect  from  a  guy  who 
enjoys  tooling  around  a  golf  course  in 
January- ■? 

By  Joseph  Weber  in  Morris  Plains.  X.J. 


STRATEGIES  I 


A  DARE  IN  THE  DESERT: 
5.500  RETIREMENT  HOMES 


Del  Webb's  Phil  Dion  might  just  pull  off  a  coup  near  Palm  Springs 


Philip  J.  Dion  sees  gold  where  most 
just  see  sand.  Staring  at  a  photo 
of  the  California  desert  mounted 
on  the  wall  of  his  Phoenix  headquarters, 
Del  Webb  Corp.'s  chief  executive  envis- 
ages thousands  of  houses  filled  with 
America's  burgeoning  ranks  of  retirees. 

Fanciful?  Perhaps.  But  in  recent 
years,  successful  retirement  communi- 
ties in  Arizona  and  Nevada  have  helped 
pull  the  S228  million  real  estate  company 
out  of  a  near-fatal  tailspin.  Now,  the  46- 
year-old  chief  faces  his  biggest  test  yet. 
Despite  the  worst  housing  market  Cali- 
fornia has  known  in  years,  Dion  is  plan- 
ning a  massive  retirement-home  project 
just  outside  Palm  Springs. 
GAMBLING  LOSSES.  Dion  is  used  to  long 
odds.  For  most  of  the  1980s,  disastrous 
investments  in  casinos 
and  hotels  in  Las  Vegas 
and  in  Atlantic  City 
dragged  down  the  builder 
of  the  Flamingo  Hotel — 
the  first  casino  on  the 
Vegas  Strip,  once  owned 
bv  gangster  Bugsv  Sie- 
gel.  In  1988  and  1989,  Del 
Webb  lost  SlOO  million  on 
sales  of  S259  million.  So 
Dion,  then  a  six-year  vet- 
eran, decided  to  unload 
the  casinos  and  focus  on 
retirement  homes. 

That  pulled  Del  Webb 
out  of  its  slide.  In  1990,  it 
earned  Sl-5  million  on  rev- 
enues of  S242  million,  up 
72^"^.  But  that  growth  has 
now  stalled.  In  fiscal 
1991.  ended  in  June,  oper- 
ating profits  fell  IS'"',  to 


812  million,  while  sales  sank  &A.  And  in 
the  first  quarter,  the  real  estate  slump 
sent  operating  profits  tumbling  32^f. 

Still,  Dion  believes  his  new  project. 
Sun  City  Palm  Springs,  isn't  just  castles 
in  Spain.  The  company  has  spent  840 
million  on  land  and  raised  832  million  of 
new  equity  to  help  develop  the  project 
near  the  celebrity-studded  resort  town. 
And  despite  the  real  estate  funk,  inves- 
tors aren't  flinching:  Del  Webb's  stock 
has  jumped  150%,  to  14,  since  January. 

That's  an  awful  lot  of  support  for  a 
development  that  has  yet  to  be  built.  On 
Oct.  23.  Del  Webb  broke  ground  on  the 
project,  which  will  include  up  to  5,500 
units  on  1,574  acres  of  desert.  In  Janu- 
an',  it  will  start  selling  houses — at  an 
average  of  S160.000  a  pop — to  be  com- 


pleted next  fall.  Sun  Citj-  will  be  pitched 
as  a  serene  world  of  golf,  bowling,  and 
crafts.  "We  are  not  a  homebuilder,' 
says  Dion.  "We  sell  a  lifestyle." 

But  it  may  be  tough  to  find  enough 
people  to  live  that  lifestyle.  In  Palm 
Springs,  where  Del  Webb  hopes  to  sell 
800  houses  a  year,  total  new-home  sales 
this  year  are  expected  to  be  1,775 — less 
than  half  the  1989  peak — according  to 
Meyers  Group,  a  Los  Angeles  real  estate 
consultant.  And  many  retirees  may  be 
reluctant  to  sell  their  homes — and  buy 
Del  Webb's  new  units — in  a  soft  market. 

Also,  retired  folk  may  b\"pass  Palm 
Springs  for  Del  Webb's  Phoenix  and  Las 
Vegas  communities,  where  similar 
houses  sell  for  about  one-third  less.  "Del 
Webb  is  going  to  be  competing  against 
itself,''  says  Eric  Brown,  an  analyst  with 
Kennedy-'VVilson,  a  real  estate  marketing 
firm  based  in  Los  Angeles. 
RISK-TAKER.  Again,  Dion  isn't  worried. 
Retirees  are  plentiful  and  don't  act  the 
way  other  home  buyers  do,  he  argues. 
They  may  be  more  willing  to  sell  their 
homes  because  the  recent  slump  has 
wiped  out  only  a  fraction  of  their  gains 
after  a  decades-long  real  estate  boom 
Launching  a  huge  de- 
velopment in  the  depths 
of  a  recession  takes 
nerve — but  such  risks 
have  paid  off  for  Dion  be- 
fore. When  Phoenix  hous- 
ing sales  plummeted  24^ 
in  1988.  Del  Webb's  sales 
in  the  area  were  off 
by  only  11%.  And  by 
moving  into  the  hot  Las 
\'egas  market,  the  com 
pany  has  grown  at  a  time 
when  many  homebuilders 
around  the  country  are 
going  belly-up.  But  as  the 
Del  Webb  chief  pushes 
into  the  California  desert, 
he  can  only  hope  that  the 
gold  he  sees  there  is  not 
a  mirage. 

By  Eric  Schine  in 

Phoeni.c 


94  BUSINESS  WEEK 


•WE  SELL  LtFESTYLE":  DION  USES  A  SPORTY  SUMMER-CAMP  APPROACH 
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Everything  MIS  needs  to  know  about 
the  difference  between  a  Compaq  PC 
with  Intelligent  Modularity 
and  a  merely  upgradable  PC. 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent 
Modularity,  which  goes  far 
beyond  ordinary  upgradability. 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Suggested  Resale  Price  starts  at  jusi  over  $3,000  for 
Smart  for  today —   IMs  familv  of  four  remarkable  PCs. 

designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Advanced 
VGA  Boar. 


Nobody  else  gives  you  all  the 
advantages  you  get  with  the 
COMPAQ  DESKPRO/M  PCs. 

COMPAt^ 
DESKPRO/M 
FAMILY 

ALR 
BUSINESS 
VEISA 

AST 
PREMIUM 
II 

DELL 
POWERLINE 
DE 

IBM  PS/2 
MODEL  90 

1,  Five-board  modular  design 

Yes 

No 

No 

No 

No 

2  Upgradable  video  wilhoul 
using  an  expansion  slol 

Yes 

Yes 

No 

No 

Nn 

3.  Separate  I/O  board  for  potential 
entiancements  and  ease  of  service 

Yes 

No 

No 

No 

No 

4.  14  levels  of  security  including 
cable-lock  provision 

Yes 

No 

No 

No 

No 

5  System  configuration  and  ID 
number  available  in  memorv 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

6.  Power  supply  adequate  lor  all 
expansion  needs 

2-1flw 

1 50w 

I45w 

2:'llw 

I94w 

DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely,  over 
the  network.  A  big  time-  and  money- 
saver  for  MIS  managers. 

Smart  for  to/norrou;— built  tc 
adapt  to  changing  technology  and  changing 
needs.  With  Intelligent  Modularity,  upgrad 
ing  and  expanding  only  takes  about  five  minutes. 

And,  thanks  to  unique       1 .  High-speed  Memory  Board. 
Compaq  engineering,  2.  Processor  Board 

you  get  optimum 
performance  no  f^, 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  coo 
no  matter  how  many  options  you  add.  And  the  240-waU 

power  supply  can  take  anything  you  plug  in 
Call  your  Authorized  COMPAQ  Compute 


ijISABus  S.HOBoav 
'  Board. 

Intelligent  Modularity— Five  separate  subsystem: 
let  you  upgrade  or  replace  only  what  you  need,  j 


are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


^    Dealer  and  ask  to  see  the  wonders  of  the 
COMPAQ  DESKPRO/M  PCs  hrsthand. 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 
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Everything  the  boss 
needs  to  know. 


1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


It  simply  works  better. 
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EDSEL  FORD:  'I  WANT  TO  BE 
JUDGED  ON  MY  ABILITY' 
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His  new  job  at  the  credit  arm  is  something  of  a  test  drive — to  see  if  he  has  the  stuff  to  run  Ford 


Throughout  his  career  at  Ford  Mo- 
tor Co.,  Ed.sel  B.  Ford  II  has  de- 
lighted in  tweaking  archrival  Gen- 
eral Motors  Corp.  When  he  began  a  two- 
year  stint  running  Ford  of  Australia,  GM 
dealers  there  sent  him  a  pair  of  boxing 
gloves.  He  sent  back  a  towel,  suitable 
for  throwing  in.  Later,  while  at  Harvard 
business  school's  three-month  manage- 
ment development  program,  his  class 
toured  gm's  Framingham  (Mass.)  assem- 
bly plant.  Edsel  showed  up  for  the  trip 
wearing  a  Ford  racing  team  jacket. 

Ford  isn't  doing  much  clowning  these 
days.  Since  May,  he  has  been  president 
and  chief  operating  officer  of  Ford  Mo- 
tor Credit  Co.,  the  carmaker's  $6.9  bil- 
lion-a-year  finance  arm.  It's  unfamiliar 
territory  for  a  man  who  spent  nearly 
two  decades  in  car  sales  and  marketing, 
and  he's  the  first  to  admit  that  the  tran- 
sition hasn't  been  easy.  "I'm  not  com- 
fortable yet,"  says  Ford,  42.  "It's  going 
to  take  some  more  time  for  me  to  really 
understand  the  basics  of  Ford  Credit." 
BOARD  GAME.  He  had  better  get  going. 
One  day  in  the  not-so-distant  future,  Ed- 
sel could  become  the  first  family  mem- 
ber to  run  Ford  since  his  father,  the  late 
Henry  Ford  II,  retired  in  1980.  But  even 
if  the  family,  with  407c  of  the  company's 
voting  stock,  pushed  for  his  promotion 
to  the  corner  office,  Edsel  knows  he 
needs  demonstrable  finance  skills — not 
only  to  run  Ford  but  to  convince  others 
he  is  qualified  for  the  post.  Now,  facing 
the  most  important  challenge  of  his  ca- 
reer, America's  best-known  industrial 
scion  is  eager  to  prove  he's,  well,  no 
Edsel.  "I  work  hard,  and  I  don't  expect 
favors,"  he  says.  "I  want  to  be  an  aver- 
age employee.  I  want  to  be  judged  on 
my  ability  to  do  my  job." 

How  about  his  well-publicized  1989 
disp'ite  with  then  Ford  Chairman  Donald 
E.  PeU  rsen?  Ford  made  headlines  by 
complaining-  about  what  he  considered 
his  limited  r  ile  on  the  board  of  directors. 
He  insists  it  was  not  an  attempt  to  capi- 
talize on  his  family  connections,  that  he 
was  simply  asking  to  be  treated  "as  a 
regular  director — m  thing  more,  nothing 
less."  Petersen  says  he  fully  intended  to 


give  Edsel  and  his  cousin,  William  Clay 
Ford  Jr.,  more  clout:  "It  was  only 
a  matter  of  timing."  Since  then, 
both  Fords  have  joined  the  executive  and 
finance  committees,  where  they  are  ac- 
tive members.  Last  year,  Edsel  made  a 
presentation  on  global  sales,  and  next 
year,  he  aims  to  make  one  for  Ford 
Credit. 

Assuming  he  does  well  at  Credit,  Ed- 
sel could  have  a  shot  at  the  chairman's 
job  in  around  nine  years.  Current  Chair- 
man Harold  A.  Poling  is  set  to  retire  in 
1993,  and  the  front-runner  as  his  succes- 
sor is  Allan  D.  Gilmour,  president  of 
Ford  Automotive  Group.  Edsel  could  cer- 
tainly be  a  candidate  when 
Gilmour,  now  57,  steps  down. 
Among  other  executives  vy- 
ing for  the  top  job,  Ford  may 
face  stiff  competition  from  his 
brainy,  34-year-old  Cousin  Bill 
(page  102).  But  the  difference 
in  their  ages  also  could  allow 
Edsel  and  then  Bill  to  hold  the 
top  spot. 

Edsel  prefers  not  to  talk 
about  how  he  would  run  the 
company — "that  would  be  in- 
appropriate," he  says.  But  in 
speeches,  a  common  theme  is 
Ford's  need  for  a  "global 
state  of  mind"  in  its  market- 
ing efforts.  He  imagines  50?^ 
of  future  growth  will  come 
from  new  and  emerging  mar- 
kets such  as  Eastern  Europe, 
India,  and  elsewhere  in  Asia. 

As  a  manager.  Ford  could 
not  be  much  more  different 
from  his  autocratic  father.  He 
likes  to  build  a  consensus  on 
important  decisions  and  is 
anything  but  arbitrary.  Deal- 
ers are  among  Ford's  most 
vocal  supporters,  in  part  be- 
cause he  has  been  accessible 
to  them  over  the  years. 
"There's  always  great  respect 
for  a  marketing  manager  who 
listens  to  the  dealers,  because 
dealers  feel  they  recognize 
trends  quicker  than  the  manu- 


facturer," says  William  Ritchie,  forme  ^P--'^' 
president  of  the  Lincoln-Mercury  Deale  WW  '< 


Council 

Others  admire  Ford's  wide-rangin 
knowledge  of  cars  and  the  people  wh 
buy  them.  At  Lincoln-Mercury,  h 
sought  to  attract  younger  buyers,  chanl^" 
pioning  the  sporty,  Australian-built  d 
pri.  It  continues  to  bring  in  younge 
drivers.  Earlier,  Ford  leaned  on  mam  W^'^'' 
facturing  to  make  more  stylized  whe( 
covers  for  the  Lynx  RX-5  when  a  shon 
age  of  the  covers  limited  supplies  of  on 
of  his  most  youth-oriented  models. 

The  biggest  complaint  about  Edsel  a 
Ford  is  that  his  career  has  lacke- 
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EDSEL'S  RIDE 
AT  FORD 

BORN  Dec.  27,  1948,  son 
of  Henry  Ford  II 

EDUCATION  Bobson 
College,  1973  

CAREER  HIGHLIGHTS  

1974  Joined  Ford  Motor  as 
a  product-planning  analyst 

1978-80  Named  assistant 
managing  director,  Ford 
Motor  of  Australia.  Respon- 
sible for  cor  product-plan- 
ning, sales  and  marketing, 
and  truck  operations 

1981-87  Rose  through  var- 
ious marketing  and  sales 
jobs  with  the  Ford  and  Lin- 
coln-Mercury Divs. 

1988  Elected  to  Ford  Mo- 
tor's board  of  directors 

1989  Named  executive  di- 
rector of  marketing  staff 

1991  Chosen  as  president 
and  COO  of  Ford  Credit 

DATA  FORD  MOTOR  CO 
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sadth.  Now,  after  17  years,  he's  get- 
g  a  taste  of  finance.  But  he  hasn't 
d  a  day  of  manufacturing  experience, 
ould  he  have  planned  his  career  differ- 
tly?  He  doesn't  think  so.  "No  one  ever 
d  to  me,  'If  you  want  to  be  at  the  top 
the  company,  Edsel,  you  had  better 
t  a  job  in  manufacturing.'  " 
3thers  believe  Ford  has  had  a  shel- 
ved career.  "There  are  too  many  safe- 
ards  built  into  every  position,  in  the 
•m  of  advisers  and  fall  guys,"  says 
gene  E.  Jennings,  professor  emeritus 
Michigan  State  University's  Eli  Broad 
liege  of  Business  Administration.  "So 
doesn't  have  the  humility  of  someone 
10  has  been  decked,  picked  himself  up, 
d  put  his  career  back  together." 
ONCO  BOOSTER.  That's  not  entirely 
le.  As  a  marketing  and  advertising 
inager  for  the  Ford  Div.  in  the  bleak 
'ly  1980s,  "failure  was  a  month-to- 
inth  experience,"  recalls  a  former  col- 
gue.  "Sales  objectives  weren't  being 
it  with  any  regularity."  In  response, 
sel  liked  to  stress  new  products  that 
ided  value"  to  existing  lines,  such  as 
;  popular  Eddie  Bauer  edition  Bronco 
with  special  interiors  and  color 
lemes  from  the  catalog  company.  He 
0  gave  Mustang  sales  a  lift  by  being 
early  supporter  of  the  car's  first  con- 
'tibles  in  many  years. 


But  it's  fair  to  say  that  his  new  job, 
running  Ford  Credit,  is  a  safe  one.  The 
unit  is  one  of  the  few  bright  spots  at 
Ford.  In  the  first  nine  months  of  1991,  it 
earned  a  record  $585  million,  while  the 
parent  company  was  losing  $1.8  billion. 
Edsel  also  has  a  strong  mentor  in  Ford 
Credit  Chairman  William  E.  Odom,  a  fi- 
nance veteran  with  25  years'  experience. 
Still,  Ford  doesn't  plan  on  remaining  in 
Odom's  protective  shadow.  "I  don't  want 


After  years  in  marketing, 
Ford  is  now  getting  a  taste  of 
finance,  but  he  still  lacks 
manufacturing  experience 


people  to  shelter  me  from  the  hard  deci- 
sions," he  says.  "I  remind  them  that  I 
can't  learn  if  I'm  sheltered." 

Associates  agree  that  Ford  doesn't  as- 
sert his  birthright.  "He  doesn't  expect 
anybody  to  carry  his  bags,"  says  Ste- 
phen G.  Lyons,  general  marketing  man- 
ager of  the  Lincoln-Mercury  Div.  When 
he  and  Edsel  worked  at  the  Ford  Div., 
shuttling  between  downtown  Detroit 
and  Dearborn,  Edsel's  favorite  lunch 


spot  was  a  McDonald's  where  they  could 
grab  a  bite  between  the  two  offices.  "If 
I  had  all  his  money,  I'm  not  sure  I  would 
work  as  hard  as  he  does,"  Lyons  admits. 

Still,  executives  tread  very  lightly 
when  the  subject  turns  to  Edsel.  Wheii 
BUSINESS  WEEK  asked  one  former  boss 
to  elaborate  on  some  comments  he  had 
made  earlier,  the  Ford  public  affairs 
staff  advised  him  against  the  interview. 
Almost  every  employee  contacted  for 
this  article,  even  those  who  had  nothing 
but  praise  for  Ford,  asked  for  anonym- 
ity. One  senior  manager's  explanation: 
"I'm  not  independently  wealthy." 

Ford,  whose  shares  in  the  company 
are  worth  $27.9  million,  recognizes  that 
he  can  never  be  an  average  Joe.  "Being 
a  member  of  the  Ford  family  in  Detroit, 
you're  on  duty  24  hours  a  day,"  he  says. 
"And  you  just  learn  to  deal  with  that." 
CAR  LOVER.  Awkward  as  it  can  be.  Ford 
has  never  wanted  to  work  anywhere  but 
the  family  company.  One  of  Henry  II's 
three  children,  and  the  only  son,  he  at- 
tended Babson  College,  a  small  Massa- 
chusetts school  founded  in  1919  to  train 
young  men  to  take  over  their  family's 
businesses.  An  indifferent  student,  he 
took  five  years  to  graduate.  But  he  was 
hardly  indifferent  about  cars.  On  his 
first  date  with  Cynthia  Neskow,  they 
went  to  the  Boston  auto  show.  When 
they  were  married  in  1974, 
race-car  driver  Jackie  Stewart 
was  an  usher.  Today,  their  ga- 
rage holds  a  1992  Mercury  Sa- 
ble, a  1961  Jaguar  Mark  II,  a 
1974  Ferrari  Daytona  Spyder, 
a  1976  German  Capri,  and  a 
1991  Ford  Explorer,  which  re- 
placed a  Range  Rover. 

Unlike  his  father,  a  jet-set- 
ter who  left  Edsel  in  the  care 
of  a  full-time  nanny,  Ford  is  a 
family  man  all  the  way.  On 
Sundays,  he  likes  to  take  his 
three  sons  to  Detroit  Lions 
games — no  business  col- 
leagues allowed.  All  but  for- 
saking the  social  whirl,  he 
prefers  "his  own  kids'  hockey 
games  at  these  dumpy  ice  are- 
nas," notes  Charlotte  Craig, 
former  society  columnist  for 
the  Detroit  Free  Press.  Ed- 
sel's closest  brush  with  local 
controversy  came  four  years 
ago,  when  he  bought  a  home 
in  Grosse  Pointe  Farms  and, 
over  the  protests  of  his  neigh- 
bors, razed  the  house  to  build 
a  bigger  one. 

Though  generally  easygo- 
ing and  personable,  Ford's 
temper  flares  when  he  feels 
he  has  been  wronged.  While 
in  Australia,  for  instance,  he 
played  a  key  role  in  producing 
the  Falcon  XD,  a  car  designed 
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THE  SURPRISING 


CROWDED  SKIES  ARE  NOW  SAFER  TTHAIM  EVER. 

At  any  given  moment,  thousands  of  planes  fill  ttie  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


At  Montresis  Donfa  Aipon,  KayDKon  raoar  nspiay  screens  are  used  tor  lanoiiys  and  takeotts.     ^  ^ 


RLD     OF  RAYTHE 


O 


irway's  modernized  air  traffic  control  system  will  include 
dars  from  Cossor,  such  as  this  system  in  Geneva. 


Support  services  for  the  U.S.  National  Airspace  System. 


Norway,  Trinidat^^Tobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 
ies  safer  than  ev°r  before. 

le  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid. 
I  Beech  Aircraft.  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 
idarapids.  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot, 
ir  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 
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At  Ford  Credit,  he's  grappHng  with  a 
new  species  of  goals  and  projects.  One  H}j 
objective  is  boosting  U.  S.  market  share 
currently  around  387(  of  all  new  car^Bpiw 
and  trucks  Ford  sells.  In  November,  ht  |mn!i 
began  spearheading  a  push  by  Fore 
Credit  into  Eastern  Europe.  He's  alsc 
spending  a  lot  of  time  chatting  up  deal- 
ers— the  people  who  move  Ford  Credit's 
product.  Most  important,  Ford  is  trying 
to  get  up  to  speed  in  the  financial  world 
"It  has  been  a  very,  very  steep  learning 
curve  for  me,"  he  admits.  If  he's  going 
to  run  the  company  one  day,  it's  a  curvi 
he'll  simply  have  to  negotiate 

By  James  B.  Treece  in  DetroiM/fdr 


and  built  almost  entirely  Down  Under.  It 
was  a  sales  success  and  the  leading  can- 
didate for  Australian  Car  of  the  Year 
honors  in  1980.  The  Australian  car  mag- 
azine Wheels,  however,  put  a  lemon  on 
its  cover  and  said  no  car  deserved  to 
win.  Infuriated,  and  unconvinced  by  the 
editors'  explanation.  Ford  ran  a  full-page 
ad  in  Wheels  showing  a  bunch  of  lemons 
emblazoned  with  the  name  of  every  car 
sold  in  Australia.  "At  least  we  are  in 
good  company,"  read  the  caption.  "I 
don't  think  I've  ever  been  so  mad  in  my 
entire  career,"  he  says,  his  anger  mount- 
ing as  he  recounts  the  tale.  "It  was  a 
cheap  shot." 


Ford's  most  telling  swipe  against  his 
friends  at  GM  came  in  the  fall  of  1985.  As 
Lincoln-Mercury's  general  marketing 
manager,  he  approved  a  television  ad  in 
which  a  valet  repeatedly  confused 
Buicks  and  Cadillacs,  a  jibe  at  the  look- 
alike  designs  on  GM's  newly  downsized 
cars.  The  ad  eventually  helped  to  launch 
Lincoln-Mercury  on  a  market-share 
surge.  But  Ford  Motor  had  avoided  chal- 
lenging its  much  larger  rival  for  years, 
and  the  proposed  ad  was  quite  contro- 
versial within  the  company.  Edsel 
fought  hard  for  the  ad,  even  meeting 
with  Chairman  Petersen  about  it.  "I'm 
extremely  proud  of  that  ad,"  Ford  says. 


i 
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EDSEL  ISN'T  THE  ONLY  FORD  IN  THE  RACE 


While  running  Ford  of  Swit- 
zerland in  the  mid-1980s, 
William  Clay  Ford  Jr.  had  to 
make  do  without  many  of  the  comforts 
of  his  Michigan  home.  But  he  v/asn't 
going  to  let  a  few  thousand  miles 
stand  between  him  and  his  beloved  De- 
troit Lions,  the  football  team  owned  by 
his  dad.  Every  Sunday  at  game  time, 
Ford  would  call  a  relative  back  in  De- 
troit, who  in  turn  would  place  the 
phone  next  to  the  radio  so  that  Ford 
could  hear  the  play-by-play. 

Ford,  34,  shows  the  same  kind  of 
devotion  to  that  other  family  business, 
Ford  Motor  Co.  When  he  was  made 
manager  of  heavy-truck  engineering 
and  manufacturing 
in  1989,  he  even 
went  to  truck-driving 
school  and  got  his 
heavy-truck  license. 
"I  felt  I  needed  a 
marketable  skill  to 
fall  back  on,"  he 
jokes. 

Bill  Ford,  as  he 
likes  to  be  known,  is 
clearly  on  the  fast 
track.  His  latest  title 
is  executive  director 
of  business  strategy 
at  Ford  Automotive 
Group  in  Dearborn, 
Mich.  Among  other 
responsibilities,  he 
reviews  global  stra- 
tegic alliances,  such 
as  Ford's  relation- 
ship with  its  25%- 
owned  affiliate  Maz- 
da Motor  Corp.  He's 
also  one  of  two 
Fords  on  the  boarfl 
of  directors — the 
other  being  Cousin 


Edsel.  Reluctant  to  speak  up  at  first. 
Bill  now  serves  on  the  executive  and 
finance  committees.  Along  with  Edsel, 
he  has  a  real  shot  at  running  the  whole 
company  one  day. 

But  the  two  cousins  couldn't  be  more 
different.  Bill  is  the  more  effusive,  and 
most  view  him  as  the  more  intellectual: 
While  Edsel  struggled  in  college.  Bill 
graduated  from  Princeton  University 
with  a  degree  in  history  and  then 
earned  a  master's  of  science  in  man- 
agement from  Massachusetts  Institute 
of  Technology.  Married,  with  three 
children.  Bill  lives  in  Grosse  Pointe. 
Apart  from  collecting  Civil  War  manu- 
scripts, his  chief  diversion  is  the  Lions 


organization,  of  which  he  is  treasurer. 

Bill  has  had  a  broader  range  of  Ford 
jobs  than  his  older  cousin,  who  until 
recently  was  strictly  in  marketing  and 
sales.  "Billy's  breadth  of  background, 
enthusiasm  for  taking  on  new  things 
geographically,  and  willingness  to  take 
on  assignments  early  in  his  career  are 
going  to  pay  off,"  says  one  senior  ex- 
ecutive. "Of  the  two,  as  time  passes, 
Billy  will  turn  out  to  be  stronger." 
NO  PETER  PAN.  On  the  other  hand,  Bill 
has  not  spent  as  much  time  in  the  spot- 
light as  Edsel.  That  may  have  some- 
thing to  do  with  Bill's  father,  who  nev- 
er generated  as  much  attention  as 
Edsel's  dad,  former  Chairman  Henry 
Ford  II.  Whatever 
the   reason,  Bill's 
public   persona  and 
his  skills  in  handling 
people  are  not  as 
smooth  as  Edsel's, 
some  colleagues  say. 
He's  not  a  car  enthu- 
siast like  his  cousin. 
And  above  all,  he's 
just  younger. 

But  you  don't 
have  to  tell  him  that. 
Having  been  re- 
ferred to  as  "one  of 
the  Ford  kids"  for  all 
his  life,  "I  have  to 
admit  that  I'm  impa- 
tient to  grow  up,"  he 
recently  told  a  gath- 
ering of  advertising 
executives. 

In  his  new  job, 
he'll  have  plenty  of 
opportunity  to  show 
just  how  grown-up 
he  has  become. 
By  James  B.  Treece 
DATA;  FORD  MOTOR  CO.  ;  „  Detroit 


'BILL' 
CLIMBS  THE 
LADDER 


BORN  May  3 

William  Ford 


1957,  son  of 


CAREER  HIGHLIGHTS 

1979  Joined  Ford  as  a 
product-planning  analyst 

1982-88  Various  jobs  in 
soles,  marketing,  finance,  in 
ternational  operations,  and 
labor  relations 

1988  Elected  to  board 
of  directors 

1989  Chosen  OS  manager 
of  heavy-truck  engineering 
and  manufacturing  at  Ford 
Truck  Operations 

1991  Named  executive  di- 
rector of  business  strategy. 
Ford  Automotive  Group 
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PEOI 


Rock  Solid 
MarfetWise. 


The  knowledge  and  resources  you  need 
to  help  make  Intelligent  investments. 


Prudential  Securities 


t  analysis 


I 


Compustat  PC  Plus 


□ 


am 


Mm 


The  first  on-line 
information  service  to  track 
virtually  every  construction  project 
in  the  U.S. 


Dodge  DataLine 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  first  full  citation  service 


available  on-line 


for  tfie  legal  profession. 


tandard  &  Poor's  CreditWire 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


ersonal  Business 


riRST  THINGS  FIRST: 
A  LAST  WILL  AND  TESTAMENT 


letter;,  a 

tirnectal 

i  'if  tili 


When  Chase  Manhat- 
tan Bank  Vice-Pres- 
ident Tamara  Te- 
lesko  counsels  her  private 
banking  clients  about  estate 
planning,  she  encounters  little 
resistance  to  complex  trust 
arrangements  or  joint-tenant 
property  ownership.  "But 
start  talking  about  the  need 
for  a  will,  and  people  shy 
away,"  she  says.  "Some  won't 
even  think  about  one  until 
they're  hit  by  the  death  of  a 
close  friend." 

It's  a  common  mistake — 
609f  of  adults  die  without  a 


will.  But  if  you  don't  have 
one,  your  assets  may  end  up 
in  the  hands  of  someone  other 
than  the  people  you  intended. 
That  alone  should  be  enough 
to  counter  the  typical  excuses 
people  offer  for  putting  off 
the  chore. 

LIVING  TRUST.  Some  fear  the 
cost,  even  though  a  routine 
will  runs  only  a  few  hundred 
dollars,  and  the  fee  for  even  a 
sizable  estate  isn't  apt  to  be 
more  than  $2,500.  More  so- 
phisticated procrastinators 
may  cite  the  arguments  in 
such  books  as  Norman  Da- 


cey's  longtime  best-seller, 
Hoiv  to  Avoid  Probate!  or  a 
recent  paperback,  Stop  Pro- 
bate Now!  by  financial  consul- 
tants Warrick  Graves  and  Jo- 
seph Leff. 

Such  books  contend  that 
the  expenses  of  probate, 
which  is  when  a  court  vali- 
dates a  will's  legality,  can  eat 
up  a  big  chunk  of  your  as- 
sets— 47c  to  6%  of  a  large  es- 
tate, more  on  a  small  one. 
They  suggest  transferring 
property  through  a  revocable 
living  trust  instead.  While 
you're  alive,  you  place  stocks. 


real  estate,  and  other  assetjitkaji 
in  the  trust.  Also,  as  a  truste 
or  co-trustee,  you  manage  th 
assets.  And  because  you'V' 
named  yourself  beneficiary  o 
the  trust  proceeds,  you  cai 
distribute  them  to  yourselip 
At  your  death,  the  assets 
the  trust  pass  to  one  or  mor 
people  you  have  named 
beneficiaries,   without  goinj|)i;, 
through  probate. 

"Passing  on  property  witl 
a  living  trust  has  become  thi 
biggest  competition  to  doinj 
it  through  a  will,"  says 
yer  Maurice  Spanbock,  senio 


e  t'l 
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ner  at  Carro,  Spanbock, 
ter  &  Cuiffo  in  New  York. 

not  everything  you  own 
fe  will  have  been  placed  in 
t  at  the  time  of  your 
h,  he  points  out.  So  you 

need  a  will — one  that  in- 
es  what's  known  as  a 
•-over  clause.  "Basically, 
ates:  'Everything  I  own  at 
time  of  my  death  I  be- 
ith  to  the  successor  trust- 
'  says  Spanbock.  Usually, 
's  your  spouse,  lawyer, 
ker,  or  another  person 

doles  out  the  assets. 
)anbock  believes  people  in 

•  40s  or  50s  could  err  if 
set  up  a  living  trust  pri- 

ily  to  avoid  probate  ex- 
;es.  For  one  thing,  the 
3  of  preparing  the  docu- 
ts,  registering  every  asset 
le  trust's  name,  and  hav- 
a  bank  or  other  trustee 
inister  it  over  the  years 
equal  or  surpa.=;s  probate 
.  Where  probate  lawyers 

•  charged  a  percentage  of 
gross  estate  equivalent  to 
!xecutor's  fee  (1%  to  3'/), 
t  now  bill  on  a  per-hour 
s.  "But  costs  aside," 
ibock  says,  "middle-aged 
)le  who  set  up  trusts  have 
keep  modifying  the  ar- 
jement  every  time  their 
ings  change.  Over  20  or 
ears,  it  can  amount  to  a 
)f  attention  and  work." 
RDiAN  ANGEL.  It's  also  a 
1  bet  that  a  trustee  re- 
isible  for  administering 
ey  and  property  might 
wish  to  be  saddled  with 
ersing  prized  but  relative- 
i'orthless  furniture,  cars, 
etters,  and  other  items  of 
imental  value.  A  will  is 

simpler  way  of  taking 
of  that,  says  Stanley 
tbard,  director  of  person- 
inancial  services  at  Price 
:erhouse  in  New  York. 

don't  pay  for  a  lawyer's 

to  detail  who  gets  what 
-he  will,  he  advises.  In- 
d,  leave  the  items  to  your 
ise  or  another  trusted  per- 

who  has  been  provided 
1  a  letter  of  instruction, 
ne  of  the  most  important 
ures  that  distinguishes  a 

from  a  trust  and  other 
te-planning  documents  is 

it  concerns  people,  not 
ey.  A  key  role  is  to  state 

it  is  you  want  appointed 


WHEN  IT'S  TIME  TO  REVIEW  YOUR  WILL 

►  You  move  to  another  state,  which  might  hove  different  es- 
tate-tax laws  that  affect  your  plans 

►  Your  family  changes  through  marriage,  divorce,  the  birth 
of  a  child,  or  the  death  of  a  prospective  heir 

►  Your  life  insurance,  property  ownership,  or  employee 
benefits  change 

►  The  person  you  name  as  executor,  guardian,  or  trustee  is 
unwilling  or  unable  to  serve  in  that  capacity 


as  legal  guardian  for  your 
children  if  they  become  or- 
phaned. Frequently,  two 
guardians  are  named — one  to 
raise  and  educate  the  kids,  an- 
other to  look  after  their  finan- 
cial interests. 

Telesko  says  couples  should 
settle  the  question  of  guard- 
ianship before  they  even  start 
to  discuss  who  gets  what. 
"Sometimes  the  husband  will 
offhandedly  name  'my  sister 
and  her  husband'  as  guardian, 
and  the  wife  will  agree.  She 
realizes  only  later  that  if  the 
sister  dies,  the  hated  brother- 
in-law  will  be  in  charge,"  Te- 
lesko says.  Once,  she  recalls, 
a  couple  refused  to  sign  their 
wills  because  they  couldn't 
agree  on  a  guardian.  That's  a 
thorny  issue  for  many  cou- 
ples, but  it's  best  to  compro- 
mise, if  only  to  complete  the 
will.  The  question  of  guard- 


ianship can  always  be  settled, 
and  the  will  amended,  a  little 
later  on. 

Whatever  your  will  says, 
the  statements  should  be 
clear  and  direct.  Never  leave 
room  for  doubt  about  your  in- 
tentions, says  Albert  Podell,  a 
New  York  lawyer  who  liti- 
gates wills.  If  you  decide  to 
disinherit  someone,  state  your 
exact  reasons  for  doing  so. 
Don't  merely  leave  the  person 
out  of  the  will.  It  can  be  chal- 
lenged on  the  ground  that 
you  made  an  oversight.  And 
saying  "I  leave  nothing  to  my 
son  John"  isn't  enough,  ei- 
ther. He  might  successfully 
contest  the  will  by  claiming 
you  were  unduly  influenced 
by  other  heirs. 

The  chance  of  error  rules 
out  a  do-it-yourself  approach 
to  will-making.  If  any  part  of 
the  document  is  incorrect. 


WHERE  THERE'S  A  WILL,  THERE 
SHOULD  ALSO  BE  A... 


LIVING  WILL 


The  value  of  your  estate  can  be  greatly  reduced  if  you  re- 
quire extraordinary,  costly  medical  measures  to  extend  your 
life.  With  a  living  will,  you  can  express  your  wish  to  dispense 
with  life-support  procedures  in  cases  of  terminal  illness,  pro- 
longed coma,  or  serious  incapacitation.  A  lawyer  can  advise 
you  on  your  state's  requirements,  such  as  how  many  witness- 
es you  need  and  whether  the  statement  must  be  notarized. 
You  can  also  obtain  information  and  forms  from  Choice  in 
.  Dying,  250  Vyest  57th  St.,  New  York,  N.  Y  10107.     ,  ,  , 


DURABLE    POWER    OF  ATTORNEY 


This  document  is  designed  to  protect  you  in  case  you  become 
incapacitated  or  are  declared  incompetent  to  handle  your  fi- 
nancial affairs.  It  lets  you  name  a  representative  to  act  for 
you,  instead  of  relying  on  a  court  to  appoint  a  conservator  or 
guardian.  The  person  who  holds  your  durable  power  of  attor- 
ney should  be  someone  you  trust  implicitly.  Upon  recovery, 
you  regain  full  control  of  your  affairs.  Should  you  die,  the  va- 
lidity of  any  power  of  attorney  ends. 


"the  entire  will  can  be  invali- 
dated," says  Stephen  Korn- 
reich,  a  New  York  attorney 
who  specializes  in  will  prepa- 
ration. "Then  the  state's  laws 
of  intestacy  take  over,  as  if 
you  had  died  without  a  will." 

Computer  software  or 
books  of  fill-in-the-blanks  le- 
gal forms  sell  for  less  than 
$100  but  could  cost  your  heirs 
much  more.  For  instance, 
your  homemade  document 
may  not  be  valid  everywhere. 
And  you  may  run  into  prob- 
lems if  you  don't  realize  that 
certain  states,  such  as  Louisi- 
ana, Maine,  and  New  Hamp- 
shire, require  three  witnesses 
instead  of  two.  (For  safety,  al- 
ways have  three  people  wit- 
ness your  signature,  in  the 
event  you  move  to  or  buy  real 
estate  in  a  three-witness 
state.)  Procedures  must  be 
followed  exactly,  too:  If  you 
sign  your  will  first  and  then 
go  next  door  to  have  your 
neighbor  sign  as  a  witness,  a 
challenge  could  be  raised  on 
the  ground  that  no  one  actual- 
ly saw  you  put  pen  to  paper. 
PREVIEW  TIME.  Writing  a  para- 
graph that  disinherits  your 
spouse  would  also  be  grounds 
for  declaring  a  will  invalid. 
Depending  upon  where  you 
live,  he  or  she  is  entitled  to 
one-quarter  or  one-half  of 
your  estate,  no  matter  what 
your  wishes  are. 

To  avoid  a  contest  or  confu- 
sion, it's  a  good  idea  to  dis- 
cuss any  contemplated  be- 
quests with  your  executor 
and,  in  some  cases,  with  your 
heirs.  Suppose  that  you  decide 
to  leave  your  house  to  two 
children — raising  the  possibili- 
ty of  a  battle  over  who  gets 
to  live  in  it.  Your  will  can  in- 
struct the  executor  to  sell  the 
house  within  a  set  period  and 
divide  the  proceeds  of  the  sale 
equally. 

In  a  survey  of  potential 
heirs  by  Neuberger  &  Ber- 
man,  a  New  York  investment 
management  firm,  58% 
thought  prior  knowledge  of 
an  inheritance's  details  would 
"avoid  conflict  and  controver- 
sy later."  Nearly  two-thirds 
said  they  had  already  dis- 
cussed their  wills  with  family 
members,  or  planned  to — as 
soon  as  they  got  around  to 
drawing  one  up.     Don  Dunn 
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Electronics 


THE  LOWDOWN 
ON  HOME 
COPIERS 


So  you  thought  you  had 
all  the  equipment  you 
could  possibly  need  at 
home:  a  computer,  a  laser 
printer,  a  fax  machine.  But  if 
you  run  a  business  out  of 
your  house  or  have  a  bad  hab- 
it of  leaving  your  resume  on 
the  office  copying  machine, 
you  may  want  to  consider 
adding  a  personal  copier  to 
your  arsenal. 

Home  photocopiers,  which 
range  from  around  $400  to 
$2,000,  are  comparable  in  size 
to  a  large  microwave  oven.  A 
basic  machine  has  a  top  that 
moves  during  the  copying 
process  and  makes  only  stan- 
dard 8y2-by-ll-in.  copies,  one 
page  at  a  time.  The  more  ex- 
pensive units  will  reduce  and 
enlarge,  handle  legal-size  pa- 
per, and  even  print  in  differ- 
ent colors. 

Canon,  Sharp,  and  Xerox 
are  the  leaders  in  this  market. 


A  COMPARISON 
OF  HOME  COPIERS 


MODEL/  PRICE* 


FEATURES 


CANON  PCI 
$795 

Letter-size  copies  in  1 9 
seconds 

SHARP  Z-57 
$1,095 

Letter,  legal  in  1 1  seconds 

XEROX  5260 
$1,695 

Letter,  legal  in  1  1  seconds; 
reduces,  enlarges 

TOSMfRA.  BD-3910 
$1,800 

Letter,  legal  in  9  seconds; 
reduces,  enlarges 

■SUGGESTED  RHAIl  PRICE;  MOST  MODELS  AVAIUBLEAI  BIG  DISCOUNTS  Mkm 

Canon's  most  basic  unit,  the 
PC-1,  requires  you  to  put  the 
original  on  the  glass  top  and 
feed  each  blank  sheet  of  copy 
paper  into  the  machine  man- 
ually. Copy  speed  is  19  sec- 
onds a  page,  so  bring  a  book. 
The  Sharp  Z-57  is  about  twice 
as  fast  and  can  handle  letter- 
and  legal-size  pages.  The 
feeding  mechanism  is  similar 
to  an  office  copier,  using  pa- 
per trays  for  the  blank  pages 
instead  of  a  manual  feed.  The 


Xerox  5260  will  reduce  to  647' 
and  75%  or  enlarge  to  124%. 
Even  though  it's  an  upper-end 
product,  the  5260  is  fairly 
compact,  measuring  18  in. 
wide,  17  in.  long,  and  10  in. 
deep. 

CARTRIDGE  COSTS.  These  ma- 
chines use  changeable  ink  car- 
tridges that  can  produce 
about  3,000  copies  and  cost 
about  $100  to  replace.  That's 
fine  if  you  don't  do  a  lot  of 
copying.  Say  you  spend  $1,000 


for  a  machine  estimated  t 
last  four  years,  depreciatin 
$20  a  month.  You're  payin 
about  25$  a  copy  if  you  mak 
100  copies  per  month — 200  i 
depreciation  plus  a  nickel  fc 
paper  and  ink. 
But  if  you  make  hundred 
or  even  thousands  of  copie 
a  month,  those  $100  cai 
fridges  can  add  up.  Ii 
stead,  you  might  consic 
er  buying  a  low-en 
business  copier  froi 
such  makers  as  Tc 
shiba,  Konica,  or  Mit; 
Your  initial  investmer 
will  be  greater — thes 
machines  start  at  aboi 
$1,300— but  they  rely  o 
a  toner  system  that  n 
duces  your  cost  p 
copy  by  about  2.5  cent 
A  toner  cartridge  for  a  T( 
shiba  BD-3810,  a  basic  smal 
business  copier,  sells  fd 
about  $40  and  can  yield  up  t 
5,000  copies. 

Most  dealers  say  both  pe 
sonal  and  small-business  m, 
chines  are  fairly  reliable, 
you're  worried  about  breal 
downs,  buy  a  service  contrac 
Canon  and  Sharp  dealers  o 
fer  three  years  of  servic 
for  $100.  Xerox  throws  it  i 
for  free.  Stuarl  Wei 


m 


mkia 


What  do  you  do  when 
growth  stocks  stop 
growing?  If  you're  Michael 
Landry,  who  heads  Macken- 
zie Investment  Management, 
you  shift  into  cyclicals.  And 
you'll  find  other  investment 
pros  headed  the  same  way  in 
the  wake  of  the  Nov.  15  mar- 
ket slide  that  sent  cyclical 
prices  down  about  5.6%,  vs. 
the  4.3%  dip  in  the  S&P  500. 

Cyclicals  are  companies  in 
such  industries  as  airlines, 
automobiles,  mining,  and 
steel,  where  earnings  depend 
heavily  upon  the  booms  and 
busts  of  the  business  cycle. 
The  idea  is  to  move  in  when 
a  business  has  been  soft  and 
profits  are  down.  And  you 
need  the  discipline  to  sell 
when  the  company  is  show- 
ing strong  earnings.  One  tip- 
off  to  sell  a  cyclical:  a  low 
price-earnings  ratio.  It  shows 
that  investors  believe  the 
company  has  peaked. 

"We're  not  saying  there 


Smart  Money 

STOCKS  THAT  COULD 

LEAD  THE  PACK  IN  AN  UPTURN 


aren't  opportunities  out 
there  in  growth  stocks," 
says  Landry,  whose  Macken- 
zie American  Fund  is  now 
S97o  in  cyclicals.  "But  we're 
banking  on  a  modest  recov- 


CYCLICAL  CHOICES 


Price 

P-E 

Nov 

T4  Nov 

.  22 

ratio 

AMAX 

20 

T9V8 

16.5 

ULIFORNIA 
MICROWAVE 

T8% 

191/4 

19.1 

NETWORK 
SYSTEMS 

T6% 

14V8 

24.7 

OCTEL 
COMM. 

T8V2 

17V2 

16.7 

PHELPS 
DODGE 

76V4 

68% 

7.8 

DATA.  BRIDGE  INFORMATION  SYSTEMS  INC. 


ery  starting  late  in  the  first 
quarter  that  will  be  led  by 
investment  spending,  rather 
than  consumer  spending." 
PRESSED  METALS.  Conse- 
quently, he  sees  earnings 
moving  up  briskly  at  such 
companies  as  Amax  and 
Phelps  Dodge.  Squeezed  by 
the  recession,  the  metals 
companies  have  worked  hard 
to  lower  costs.  So  they  stand 
ready  to  reap  extra  benefits 
from  an  upturn.  Landry  is 
also  impressed  by  cost-cut- 
ting at  the  auto  makers — es- 
pecially at  Ford.  "Auto 
stocks  have  been  beaten 
down  so  badly,  they  repre- 
sent a  good  value,"  he  says. 
Kemper  Securities'  Rao 


Chalasani  is  betting  that  fis- 
cal stimulus  early  in  the  elec- 
tion year  will  spur  economic 
growth  of  2%  to  2.5% 
enough  to  propel  earnings  ol 
some  cyclicals.  So  he's  bull 
ish  on  the  outlook  for  some 
technology  companies  whose 
products  are  almost  as  basic 
to  industry  as  copper  or  oth- 
er commodities.  He  include; 
chipmakers  such  as  Motorola 
and  communications  equip 
ment  manufacturers  Califor- 
nia Microwave  and  Octel. 

Even  Rich  Freeman,  asset 
manager  for  Shearson's  Ag- 
gressive Growth  Fund,  is 
giving  increased  weighting 
to  cyclicals.  He's  watching 
disk-drive  maker  Quantunr 
and  Network  Systems. 

Most  of  these  analysts  art 
betting  on  cyclicals  because 
they  believe  President  Bus! 
will  do  something  to  get  the 
economy  moving  in  1992.  Bui 
if  the  recession  drags  on,  al 
bets  are  off.  D.  D 
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Attention  All  dR^SE 
Users:  YMV\todov\« 
Ha\^Arriwd 


Introducing  new  dBFast.™ 

The  first  and  only  dBASE™  com- 
patible database  and  dBASE/X-Base 
language  for  Windows.  It's  the 
fastest,  smartest  and  easiest  way  for 
millions  of  users  and  developers  to 
join  the  Windows  revolution. 


dBFast 


♦    ♦  ♦ 


♦    »  » 


dBFast  helps  you  create  powerful, 
graphical  database  applications  quickly  and 
easily  with  pull-down  menus,  check  boxes, 
radio  buttons  and  even  bitmap  images. 


FONT  Q  APC,i6c 


FONT  10  ABCabc 

FONT  1 1  ABCabc  \  ^ 


FON  l  15  ABCabc  I 


The  Complete  dBASE 
Compatible  System 

For  Microsoft  Windows 


(ZOMPUTER* 

nssoams 


Ftee 

Demo  Disk 


in 


Your  applications  will  really  come  to  life 
with  multiple  colors  and  fonts. 

Graphical,  colorful  dBFast  will 
bring  new  life  to  all  of  your  existing 
dBASE  programs. 

Liven  them  up  with  multiple, 
movable  windows,  pull-down 
menus,  check  boxes,  dialog 
boxes,  radio  buttons,  push      I  f 
buttons  and  bitmap  pictures.  L^il' 
dBFast  also  helps  you  ere-  \vind.m^ 
ate  new  dBASE  programs  quickly  and 
easily  Unlike  other  Windows  develop- 

©1991  Computer  Associates  International,  Inc.,  711  Stewart  Avenue,  Garden  City.  NY  11530-4787,  All  trade  names  referenced  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
dBASE  is  a  registered  trademark  of  Ashton  Tate  Corporation. 


ment  systems  that 
force  you  to  learn  a 
new  language,  dBFast 
allows  dBASE,  Fox  and 
Clipper  developers  to 
use  the  language  they 
already  know  with  more  than  200 
extensions  and  an  interactive  editor, 
compiler  and  linker. 

And  full  industry  standard  DDE 
and  DLL  protocols  allow  your  pro- 
grams to  communicate  with  other 
Windows  applications. 


So  call  1-800-645-3003  and  we'll 
rush  you  a  free  Demo  Disk. 
Call  right  now. 
After  all,   

jHssociates 

Software  superior  by  design. 


haven't  you 
waited  long 
enough? 


>ersgiialJiusiriess 


It  wasn't  long  ago  that  Jap- 
anese cars  projected  an 
image  of  reliable,  economi- 
cal transportation.  But  Lexus 
and  Infiniti  changed  that  as 
they  charged  into  the  U.  S. 
luxury  market  two  years  ago 
with  highly  styled  cars  aimed 
at  breaking  the  German  ham- 
merlock  on  the  high  end. 

Now,  the  Japanese  are  re- 
defining the  class  between  the 
two,  a  near-luxurv  segment  of 
$20,000  to  $30,000  family  se- 
dans. It's  a  bridge  for  baby 
boomers  who've  outgrown  the 
Toyota  Camry  but  can't  stom- 
ach the  payments  on  a  $42,000 
Lexus  LS  400.  These  image- 
conscious  folks  may  overlook 
their  father's  Oldsmobile  or 
Mercury,  cars  that  traditional- 
ly monopolized  the  class. 

Perhaps  the  best — and 
most  expensive — of  the  hand- 
some new  Japanese  entries  is 
the  Mazda  929.  It  starts  at 
$27,800,  but  that  gets  you  fea- 
tures not  available  on  most 
cars.  The  passenger  airbag, 
for  example,  is  standard. 
SOLAR  COOLING.  What  really 
sets  the  929  apart  is  preco- 
cious styling.  The  dashboard 
curves  around  the  driver  with 
forms  that  go  beyond  the  so- 
called  organic  shapes  of  to- 
day's most  advanced  cars.  Es- 
pecially note  the  trapezoidal 
air-conditioning  control  panel, 
with  its  analog  clock,  that  fits 
to  the  contours  of  the  dash- 
board. Exterior  styling  is  a  bit 
reminiscent  of  a  classic  Jag. 

Then  there  are  the  options. 
Compact-disk  players  and 


Autos 


JAPANESE  LUXURY, 
WITHOUT  THE  STICKER  SHOCK 


heated  leather  seats  are  com- 
monplace on  all  these  cars. 
But  for  just  over  $30,000, 
Mazda  throws  in  a  solar  venti- 
lation system.  In  hot  weather, 
solar  cells  built  into  the  sun- 
roof power  tiny  exhaust  fans 
that  niiKive  hot  interior  air 


your-neighbor  gadgets,  many 
of  them  unnecessary,  can 
boost  that  to  over  $30,000. 

The  Euro-handling  package, 
for  example,  incorporates  a 
traction-control  system,  a 
practical  enhancement  that 
keeps  the  rear  wheels  from 


from  a  parked  car,  cutting  the 
time  it  takes  to  cool  it  down 
by  SOf'.  On  cooler  days,  the 
cells  give  the  battery  a  boost. 

As  opposed  to  the  finesse 
of  the  Mazda  929,  the  Mitsubi- 
shi Diamante  puts  its  technol- 
ogy in  your  face.  It  starts  at 
$20,000,"  but  the  LS  version, 
with  a  202  horsepower  engine 
and  $25,135  base  price,  is  the 
true  flagship.  The  impress- 


spinning  on  slippery  surfaces. 
But  it  also  includes  "trace" 
control,  which  annoyingly 
cuts  back  the  power  during 
hard  cornering.  Another  but- 
ton switches  the  suspension 
to  "sport,"  changing  the  Dia- 
mante's  velvety  ride  to  one 
that's  uncomfortably  harsh. 

The  new  aspirants  from  es- 
tablished luxury  brands 
Acura  and  Lexus  take  a  more 


conservative  tack.  Both  adap  «  ^ 
styling  cues  from  their  u{  y-.u 
scale  brethren. 

The  Lexus  ES  300  is  a  cop 
in  miniature  of  the  LS  40(  iB 
The  $25,000  sedan  mimics  th  f-h 
LS  400's  electroluminescer 
display  with  a  less  expensiv 
version  and  uses  the  sam 
type  of  key,  with  its  tiny  n 
mote-control  button  that  ui 
locks  all  the  doors  before  yo 
reach  your  car.  Performanc 
and  handling  are  similar,  as 
the  interior  silence.  Miniatu 
ization  shows,  however,  in  th  uSjX 
lack  of  front-seat  headrooiB^'^' 
and  the  cramped  rear  seat. 
NO  TILT.  Against  these  car: 
the  new  $23,265  Acura  Vigc 
GS — a  notch  below  the  pic 
neering  Legend,  which  la^ 
year  moved  up  closer 
Lexus-land  in  size  and  price 
is  downright  Spartan.  It  ha 
the  famous  fit  and  finish  yopi-'Jt 
expect  of  Honda  product; 
and  its  zebrawood  interic  3! 
trim  outshines  the  Legend  iw.i 
simulated  walnut.  But  it  ht  3  ft 
the  Legend's  undesirable  fe;  irs 
tures:  a  lurching  automatpat-i;}! 
transmission  and  a  windy  su 
roof  that  lacks  a  tilt  setting 

Japanese  forays  into  tlBCB<i 
near-luxury  class  are  havin  siil 
an  effect.  BMW  has  responds  k-^^ 
with  an  overhauled  325i,  t\ 
first  European  attempt  to  r 
claim  the  segment.  An 
American  carmakers  ai 
fighting  back  with  improve  far.-i; 
Pontiac  Bonnevilles  and  BuiqP 
Park  Avenues.  Either  wa; 
customers  are  coming  oi 
ahead.  Larry  Armstroy 


Worth  Noting 

■  TAX  RUSH.  On  your  1991  re- 
turn, you  can  deduct  only 
margin-account  interest  offset 
by  net  investment  income. 


But  also  the  interest  amount 
must  be  paid  by  Dec.  31 — by 
the  broker  debiting  your  ac- 
count or  by  your  writing  a 
check. 

■  TEE  TIPS.  Business  golf  out- 
ings for  the  infrequent  duffer 


can  be  awkward:  What  are 
"winter  rules?"  How  much 
does  the  caddy  get?  Froyn  the 
Course  to  the  Clubhouse  ($4, 
Tee  Box  Publications,  908  277- 
2913)  has  tips  in  plain  English. 
■  COCOON  COMFORT.  Travelers 


can  shake  off  jet  lag  in  f 
new  cubicles  at  Paris'  D 
Gaulle  Airport.  Each  has 
bed,  shower,  phone,  and  T 
Call  011-331-4862-0616  to  boc 
a  single  ($45)  or  double  (: 
for  any  16-hour  period. 
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Indian  Wells,  California 


HYATT 


D  CHAM 


RESORT 


Private  garden  villas,  two  championship  golf  courses  and  extensive  tennis  facilities  are  all  yours  in  this  beautiful  desert  setting. 


For  reservations  or  more  information  about  Hyatt  Hotels  and  Resorts  worldwide,  call  your  travel  planner  or  1-800-233-1234. 

Hyaii  Hoielsand  Reports  worldwide  encompasses  holds  managed  by  I  wo  separate  eompanies-Hvali  Hotels  Corp  and  Hyatt  IniernationaltAirp 


112A-CA 


Are  PC  Users  Working!  I 


You've  probably  seen 


recent  press  articles  on 
"repetitive  motion"  injuries 
suffered  by  computer  users. 
The  problem  is  significant. 
Workstation  design  and  worker 
rest  periods  have  already  been 
regulated  in  San  FranciscO/ 
fedemi  guidelines  will  follow. 

Logitech  can  help. 

We  make  computer  mice, 
and  more  of  them  than  any 
other  company. 

Mice  not  only  make 
computing  easier  and  faster 


MouseMon®-  MouseMon-  MouseMon  Cordless  First™  Mouse - 

uniquely  ergonomic  uniquely  ergonomic  Radio  Mouse  -  operates      a  comfortable  mou! 

right-handed  design         left-handed  design  onywhere  on  the  desktop  atacomfortoblepriji;:-.' 


but,  when  correctly  shaped      motion  injuries.^^^ 


and  ergonomics  researchers. 


for  an  individual's  hand,  they  Working  closely  with  and  consumer  testers,  we've  w 
reduce  the  risk  of  repetitive      industrial  designers,  medical     developed  mice  that  are  mor 

1  Based  on  teseorch  by  World  Health  Org.,  US  Dept.  of  Heolth  and  Human  Services,  Logitech,  and  others;  Included  In  backgrounder  referenced  obove. 


-ingers  To  The  Bone? 


m®-  TrockMan  Portoble -        Kidz™  Mouse-  Keyboard  Wrist  Pod'^'- 

e  power  and       ideol  laptop/desktop        makes  computing  over  35%  off  at 

ty  of  the  thumb    solution  fun  and  easy  participoting  deolers 


ifortable  in  more  types  of  shape,  weight,  sensitivity  and 
ds  (left  and  right)  than  three-button  programmability 
other  brand.  And  their       minimize  user  effortJ^^ 


Available  for  IBM®  compatible  • 
personal  computers,  Macs,® 
and  Sun™  workstations,  each 
mouse  carries  a  lifetime 
warmnty  and  software  com- 
patibility guamntee.  Try  them 
where  you  see  our  hands-on 
dealer  display.  Corporate 
buyers  might  also  want  to 
read  our  detailed  backgrounder 
on  the  subject  -  Computing 
Efgonomics.  For  a  copy,  or  the 
location  of  your  local  dealer, 
call  800  23 1-77 17  ext.  480. 


iOGinCH 

Tools  That  Power  The  Desktop. 


sled  by  the  Ameticon  Nat.  Stondard  for  Human  Fottors  Engineering.  (Ei/TM  -  trademarks  ore  the  property  of  their  respective  owners. 


One  saves  time.  One  saves  California. 


You  may  think  tossing  away  paper  products  is  o.k.  because  they're  biodegradable.  Well, 
its  not.  Our  landfills  are  now  so  conjestea  nothing-no  matter  how  natural-is  fully  breaking  down 

You  can  help,  though.  Don't  use  a  paper  towel  once  when  a  cloth  can  be 
used  a  hundred  times.  That  way,  while  you  clean  at  home,  you'll  also  be  cleaning 
up  the  environment. 


WESTERN 
S  TAT  E  S 
ADVERTISING 
PARTNERSHIP 
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idex  to  Companies 

index  gives  the  starting  page  for  a  story  or  fea- 
with  a  significant  reference  to  a  company.  Most 
idiaries  are  indexed  under  tfieir  own  names, 
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Daily  News  40 

Del  Webb  94 

Delta  50 

Disney  86 

Drexel  Burnham 
Lambert  80 

Dreyfus  82 

DSC  Communications  44 
Du  Pont  76 

Dun  &  Brodstreet  Software 
Services  88 


Eastern  Air  Lines  5 
Escogenetics  79 
Exxon  76 


Federated  Department 
Stores  12 

First  Tokyo  Index  Trust  40 

First  Union  30 

First  Wochovlo  30 

Ford  98,  102,  110 

Fox  Broodcosfing  12 

Fox  Video  86 


Gonnett  12 

Gemstor  Development  42 
Giovanni  Agnelli  &  Co.  44 
GM  98 

Goldman,  Sachs  40 

H 


Harvard  Business 
Review  70 

Hewlett-Packard  70 

Hitachi  54 

Hondo  112 

Huffy  72 


Iberia  Air  Lines  50 
IBM  32,33,79 
Image  Entertainment  86 
Intel  32,64 
iPlus  42 


Japan  Air  Lines  50 
Jinro  44 


Johnson  &  Johnson  36 
K 


KLM  50 
Konico  110 


Lloyds  Bank  40 

Lotus  Development  88 

Lufthansa  50 

M 


Mocmillon  40 

Manhattan  Savings 
Bonk  82 

Matsushita  54 

Mattel  72 

Maxwell 
Communication  40 

Mazda  102,  112 

McDonald's  72 

MCI  79 

Merck  36,91 

Meridiana  44 

Merrill  Lynch  35,  38 

Metromedia  86 

Microsoft  88 

Mirror  Group 
Newspapers  40 

Mito  110 

Mitsubishi  112 

Morgan  Guaranty  Trust  82 

Motorola  64,  110 

N 


Notional  Amusements  44 

National  Patent 
Development  86 

Notional  Semiconductor  64 

National  Westminster  40 

NEC  76 

Network  Systems  110 
Neuberger  &  Berman  108 
Nintendo  72 
Northwest  Airlines  50 


Octel  110 

Official  Airlines  Guides  40 
Orion  86 


PonAm  50 


Paramount 
Communications  86 


Phelps  Dodge  110 

Pioneer  Electronics  of 
Japan  86 


Quantum  110 

R 


Republic  New  York  82 

s 


Sabeno  50 

Safra  Republic  Holdings  82 
Salomon  Brothers  82 
SAS  50 
Sharp  110 
Siemens  56 
Simmons  35 
Skoda  56 
Solo  Credit  38 
Sony  54,86 
STAAR  Surgical  86 
Stoley  Continental  80 
Sun  Microsystems  64 
Swiss  Bank  40 


Texas  Instruments  64 
The  European  40 
The  Gap  38 
Tonka  72 

Toshiba  54,64,  110 
Toys  'R'  Us  72 
TWA  50 


UAL  50 

Unilever  79 

United  Parcel  Service  34 
US  Air  50 


VCR  Plus  42 

w 


Warner-Lambert  91 

Wesroy  Capital  35 

Westech  Systems  64 

Williams  &  Connolly  80 

Williamsburgh  Savings 
Bank  82 

Wm.  Wrigley  Jr.  91 

X 


Xerox  110 


The  Perfect  Cure 
For  The  Winter 

BLAHS 

The  Skip  Barber  Racing  School 
introduces  fast  fun  in  the  sun. 

Join  America's  number  one  school 
in  sunny  Florida  or  California  and  . 
experience  the  thrill  of  driving  a 
single  seat  racing  car  or  an  exciting, 
new  BMW  3-series  driving  machine. 


We  have  programs  for  drivers  of 
all  speeds' 

■  Introduction  To  Racing 
Courses 

■  Three-Day  Competition 
Racing  Schools 

■  One  and  Two-Day  BMW 
Advanced  Driving  Schools 

■  Car  Control  Clinics 

■  Lapping  Days 


# BMW  Sk/pSa/t>ef 
ADVANCED  DRIVING  SCHOOL 


Call  today  for  our  free  1992  course  catalog 
and  sctiool  dales. 
Ttie  Skip  Barber  Racing  Sctiool 
Eastern  Headquarters:  ■ 
Route  7/Canaan,  CT  06018/(203)  824-0771 
Western  Headquarters: 
29355  Arnold  Drive/Sonoma,  CA  95476/(707)  939-8000 
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C  orporation  MastersPort  and  Premier  .System  Management  are 
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options  attached,  hard  disk  accev>.  and  displa\'  settings. 
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ivestment  Figures  of  the  Wee 


IMENTARY 

ther  discouraging  week  in  the 
icial  morkets,  with  buyers  re- 
ling  wary  of  stocks.  The  worst 
ine  was  on  Nov.  22,  when  the 
Jones  industrial  average 
10  points  A  rebound  of  sorts 
rred  on  Nov,  26,  when  the 
cet  reversed  early  losses  to 
a  i  4-point  gain,  spurred  by 
□cks  at  IBM.  Small  stocks, 
ever,  did  not  advance.  Among 
(right  spots:  gold  ond  mutual 
s.  Funds  outpaced  the  market 
the  long  and  short  term,  and 
wos  one  of  the  few  asset 
.es  to  show  gains  recently. 


Nov.  21-26 


BONDS 

Nov  May 


Nov     Nov.  21-26 


THE  DOLLAR 

Nov,  May 


Nov.    Nov.  20-26 


■  380  1400 

37796 
,  375  1300 


52  week  change 
+  18.9% 


1  -week  change 
-0.2% 


52,week  change 


1  -week  change 
-0.4% 


-week  change 
-0.7% 


ARKET  ANALYSIS  1 

%  (hange 

.  STOCKS 

latest 

Week  52-week 

JONES  INDUSTRIALS 

2916.1 

-0.5 

15.0 

COMPANIES  (Russell  1000) 

199  5 

-0.2 

21.2 

LL  COMPANIES  (Russell  2000) 

175,6 

-1.4 

39.4 

COMPANIES  (Russell  3000) 

212.2 

-0.3 

22.1 

%  change  (lotal 

currency) 

EIGN  STOCKS 

Latest 

Week 

S2-week 

)0N  (FINANCIAL  TIMES  100) 

2471.5 

00 

15.3 

0  (NIKKEI  INDEX) 

23,1  12  1 

-0.4 

0.3 

)NTO  (TSE  COMPOSITE) 

3448.3 

-1.5 

9.7 

IDUSTRY  GROUPS  1 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

4.51% 

4,6 1  % 

7.3% 

30-YEAR  TREASURY  BOND  YIELD 

7,95% 

7,90% 

8,4% 

S&P  500  DIVIDEND  YIELD 

3,27% 

3,24% 

3.7% 

S&P  500  PRICE/EARNINGS  RATIO 

21,0 

21.0 

14.6 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-weetc  moving  average 

384,9 

384.9 

Negative 

Stocks  above  26-week  moving  overoge 

42,2% 

45.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0,49 

52.3 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

2,09 

1.92 

Neutral 

BRIDGE  INFORMATION  SYSTEMS  INC 


IR-WEEK  LEADERS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


'ECIALTY  APPAREL  RETAILERS 

1  1  6 

1  17.9 

GAP 

14  2 

245  7 

50  Va 

10ES 

70 

95.5 

NIKE 

12.4 

74  1 

58 

}FT  DRINKS 

6.7 

35.0 

COCA-COLA 

8.1 

49.7 

68  1/2 

3MMUNICATI0NS  EQUIPMENT 

5  9 

67  0 

ANDREW 

9.0 

59.2 

30  'A 

EALTH  CARE  SERVICES 

5  7 

50  1 

MANOR  CARE 

10.8 

34.4 

20  1/2 

R-WEEK  LAGGARDS 

%  change 
4-week 

S2-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ACHINE  TOOLS 


-17.1 


-6  8 


CINCINNATI  MILACRON 


-21.6 


-19.4 


7  'A 


OSPITAL  MANAGEMENT 


-16.0 


-26.9 


ERSONAL  LOANS 


-14,3 


58.2 


NATIONAL  MEDICAL  ENTERPRISES 
HOUSEHOLD  INTERNATIONAL 


-24.1 


-30.1 


12  % 


-20  1 


78.6 


43  % 


'IGINEERING  AND  CONSTRUCTION 


-13  1 


FLUOR 


-17.8 


-2.1 


35  3/4 


OMESTIC  OIL 


-12  3 


-16.9 


ORYX  ENERGY 


-21.5 


-39.9 


25  ■ 


MORNINGSTAR  INC 


DERS 

week  totol  return 

% 

LAGGARDS 
Four-week  total  return 

% 

AKMARK 

FRATEGIC  INVESTMENTS 
LLIANCE  TECHNOLOGY 

8  2 
7  0 

5,9 

G.  T.  JAPAN  GROWTH 

SHEARSON  MULTIPLE  OPPORTUNITIES 

STEADMAN  AMERICAN  INDUSTRY 

-10.1 
-9,0 

-7.2 

eek  total  return 

% 

S2-week  total  return 

% 

PPENHEIMER  GLOBAL  BIO-TECH 
6ERWEIS  EMERGING  GROWTH 
MERICAN  HERITAGE 

1 15,6 
92,7 
91,3 

FIDELITY  SELECT  ENERGY  SERVICE 

USF&G  EUROPEAN  EMERGING  COMPANIES 

STRATEGIC  GOLD/MINERALS 

-15.4 

-12.5 
-1  1  8 

ELATIVE  PORTFOLIOS 

- 

ar  amounts 
resent  the  present 
je  of  $10,000 
isted  one  year  ago 

^  1 

ach  portfolio  \J 

S.  sLocks 

Foreign  sLock,s  Ti'easury 

jonds 

S&P  500 

4-week  total  return 


^^^H  Average  fund 
52-week  totol  return 


nil 


rentages  indicote 
■day  total  returns 


$12,257 

-2.57% 


$11,703 

-0,54% 


$11,397 

-1,51% 


Money  market  fund 
$10,539 

+0,09% 


DATA  RESOURCES  INC 


c;oid 

$9,708 

+2.25% 


□ta  on  this  page  are  as  of  market  close  Tuesday,  Nov  26,  1 99 1 ,  unless  otherwise  indicated  industry  Mutual  fund  returns  are  os  of  Nov  22  Relative  portfolios 
ps  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close  Nov  25         explanation  of  this  page  is  available  on  request 
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BUSH  NEEDS  TO  WORK  ON 
A  NEW  DOMESTIC  ORDER 


Wanted:  the  kind  of  strong  Oval  Office  leadership 
on  domestic  affairs  that  galvanized  the  interna- 
tional coalition  against  Saddam  Hussein  and  ex- 
ecuted Operation  Desert  Storm.  All  of  U.  S.  legislative  his- 
tory shows  that  vmless  the  President  sets  an  agenda,  there 
can  be  no  effective  domestic  policy.  That's  why  there  are 
questions  about  the  leadership  of  George  Bush. 

The  President  is  correct  to  resist  the  rising  congression- 
al pressui'e  for  a  quick-fix  tax  cut  to  jump-stait  the  economy, 
but  he  has  not  made  his  case  so  the  country  can  understand 
it.  The  result  is  that  his  position  is  seen  as  head-in-the- 
sand  obstructionism  instead  of  leadership,  and  that  under- 
mines confidence  in  his  economic  program.  A  domestic 
equivalent  of  Bush's  New  World  Order  is  needed. 

Leadership  is  required  even  if  Bush  chooses  to  stand  pat 
on  a  broad  macroeconomic  stimulus.  Other  domestic  policies 
are  in  a  shambles.  When  Desert  Storm  ended  in  triumph, 
Bush  told  a  joint  session  of  Congress  that  he  wanted  it  to 
send  him  transportation  and  anticrime  bills  within  100  days. 
He  got  neither  one,  nor  did  he  get  the  capital-gains  cut  or 
the  bank  reform  bill  that  he  wanted.  Yes,  the  Democratic 
Congress  bears  much  of  the  blame.  And  yes,  domestic  pol- 
icy is  more  contentious  than  foreign  policy,  but  it's  hard  to 
escape  the  conclusion  that  his  aides  can't  deliver  the  goods. 

Many  GOP  members  of  the  House  acknowledged  the  need 
for  additional  domestic  policy  clout  in  the  White  House 
when  81  of  them  signed  a  petition  on  Nov.  22  endorsing 
Housing  &  Urban  Development  Secretary  Jack  Kemp  as  a 
domestic  policy  czar.  Kemp  is  probably  unacceptable  to  the 
White  House,  but  those  who  are  proposing  a  vigorous  do- 
mestic adviser  are  on  the  right  track.  In  foreign  policy. 
Bush  has  Jim  Baker  to  rely  on;  in  the  Gulf  War,  he  could 
lean  on  the  strong  shoulders  of  Dick  Cheney,  Colin  Powell, 
and  Stormin'  Norman  Schwarzkopf.  Domestically,  his  top  ad- 
visers are  Chief  of  Staff  John  Sununu,  Budget  Director 
Dick  Darman,  and  Ti'easury  Secretary  Nick  Brady.  The 
record  speaks  for  itself.  The  foreign  policy  team  delivers  the 
goods;  the  domestic  one  doesn't.  President  Bush  should  act 
like  a  Chief  Executive  and  shake  up  his  domestic  team. 


WHY  BANK  REFORM 
CAN'T  WAIT 


The  health  of  the  banking  system  affects  us  all.  It's 
estimated  it  could  cost  more  than  $200  billion  to  repair 
the  shattered  system  even  if  the  economy  improves 
(page  30).  Much  of  that  money  is  going  to  have  to  come 
from  the  taxpayer.  Need  more  proof?  The  bank  "credit 
crunch"  is  dampening  economic  growth  largely  by  starving 
small  business  of  credit.  And  smaller  businesses  are  a  crit- 
ical source  of  economic  innovation  in  the  U.  S.  Indeed,  small 
business  creates  one  of  every  two  new  jobs. 


That's  why  Washington's  failure  to  pass  a  comprehe 
sive  bank-reform  bill  tops  the  list  in  legislative  ineffectivj 
ness  in  a  year  with  lots  of  competition.  Sure,  we  hear  all  tlj 
excuses  by  the  Bush  Administration  and  Congress.  Tn 
lamest  is  that  the  insurance  companies.  Wall  Street  firm 
big  banks,  small  banks,  and  just  about  anyone  with  a  mof 
ey  stake  and  a  political  action  committee  bribed  and  cajole, 
to  save  their  bacon.  So  what?  Government  is  about  resistin 
these  pressures  and  making  hard  decisions  in  the  nation 
interest. 

Bank  reform  is  not  a  parochial  issue,  and  a  bill  ought  n( 
to  be  shaped  by  special-interest  pleading.  Decisions  made  t' 
day  will  affect  the  future  flow  of  investment  capital,  th 
strength  of  small  business,  the  nation's  future  competitivi; 
ness,  and  the  odds  of  future  taxpayer  bailouts.  A  bill  limi 
ed  almost  exclusively  to  funding  deposit  insurance  is  a  cojj 
out  that  will  cost  taxpayers  billions  more  than  true  ban! 
reform.  We  are  about  to  enter  an  election  year,  and  eac 
Presidential  candidate  should  spell  out  in  detail  his  plans  f(, 
overhauling  the  banking  system.  And  then  we  need  a  plede 
fi'om  each  that  a  bank-reform  bill  will  be  a  top  priority  in  h 
first  100  days  of  office. 


FREE  EUROPEAN  CARRIERS 
FROM  U.S.  BARRIERS 


If  the  post-Communist  world  needs  more  proof  that  stati 
controlled  businesses  don't  work,  Europe's  airlines  off( 
plenty  of  it.  Passengers  pay  stratospheric  fares— doubf 
or  triple  those  for  similar  distances  in  the  U.  S.  Then  at  tsj 
time,  they  often  pay  again  to  prop  up  pampered  statj 
owned  airlines  made  inefficient  by  limited  competition. 

Now,  despite  resistance  by  French-led  protectionists,  tlj 
European  Community  aims  to  gradually  open  its  skies  (pa,fc 
50).  The  goal  by  the  mid-1990s  is  to  let  EC  airlines  set  fard 
freely  and  compete  on  any  route  in  the  12-nation  e| 
Although  a  painful  shakeout  awaits  the  industry,  consumeJ 
will  benefit.  And  so  may  U.  S.  airlines  that  have  survive  ifm.™ 
deregulation's  mill.  A  free-market  Europe,  soon  to  be  tf  »»' 
world's  biggest  economy,  is  ci'ucial  to  their  new  global  an 
bitions. 

For  that  reason,  Washington  should  take  the  last  step 
American  deregulation:  dropping  ban-iers  to  foreign  carriei-pteff' 
As  it  stands,  U.  S.  airlines  can  fly  many  routes  withi 
Europe,  a  legacy  of  post-World  War  II  treaties.  But  th 
Europeans  have  no  such  rights  inside  the  U.  S.  With  the 
lower  costs,  U.  S.  airlines  know  they  have  little  to  fee 
from  European  competition  at  home  and  lots  to  gain  froi 
even  greater  freedom  in  Europe.  Washington  should  ope 
up,  provided  Europe  does  more  of  the  same. 

There's  also  no  longer  much  reason  for  limiting  forei; 
ownership  of  U.  S.  airlines  to  25%  on  the  grounds  of  nation: 
security.  It's  hard  to  see  how  a  minority  stake  from  a  NAT 
partner's  airline  could  harm  U.  S.  security.  But  agaii 
Washington  should  require  reciprocity  from  Europe.  Fre 
skies,  financially  and  otherwise,  should  be  the  world's  go£ 
The  only  losers  will  be  inefficient  carriers.  Investors,  pa 
sengers,  and  taxpayers  can  live  nicely  without  them. 
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BUSH  NEEDS  TO  WORK  ON 
A  NEW  DOMESTIC  ORDER 


Wanted:  the  kind  of  strong  Oval  Office  leadership 
on  domestic  affairs  that  galvanized  the  interna- 
tional coalition  against  Saddam  Hussein  and  ex- 
ecuted Operation  Desert  Storm.  All  of  U.  S.  legislative  his- 
tory shows  that  unless  the  President  sets  an  agenda,  there 
can  be  no  effective  domestic  policy.  That's  why  there  are 
questions  aijout  the  leadership  of  George  Bush. 

The  President  is  correct  to  resist  the  rising  congi"ession- 
al  pressure  for  a  quick-fix  tax  cut  to  jump-start  the  economy, 
but  he  has  not  made  his  case  so  the  country  can  understand 
it.  The  result  is  that  his  position  is  seen  as  head-in-the- 
sand  obstructionism  instead  of  leadership,  and  that  under- 
mines confidence  in  his  economic  program.  A  domestic 
equivalent  of  Bush's  New  World  Order  is  needed. 

Leadership  is  required  even  if  Bush  chooses  to  stand  pat 
on  a  broad  macroeconomic  stimulus.  Other  domestic  policies 
are  in  a  shambles.  When  Desert  Storm  ended  in  triumph, 
Bush  told  a  joint  session  of  Congress  that  he  wanted  it  to 
send  him  transportation  and  anticrime  bills  within  100  days. 
He  got  neither  one.  nor  did  he  get  the  capital-gains  cut  or 
the  bank  reform  bill  that  he  wanted.  Yes,  the  Democratic 
Congi'ess  bears  much  of  the  l)lame.  And  yes,  domestic  pol- 
icy is  more  contentious  than  foreign  policy,  but  it's  hard  to 
escape  the  conclusion  that  his  aides  can't  deliver  the  goods. 

Many  GOP  members  of  the  House  acknowledged  the  need 
for  additional  domestic  policy  clout  in  the  White  House 
when  81  of  them  signed  a  petition  on  Nov.  22  endorsing 
Housing  &  Url)an  Development  Secretary  Jack  Kemp  as  a 
domestic  policy  czar.  Kemp  is  probably  unacceptable  to  the 
White  House,  but  those  who  are  proposing  a  vigorous  do- 
mestic adviser  are  on  the  right  track.  In  foreign  policy. 
Bush  has  Jim  Baker  to  rely  on;  in  the  Gulf  War,  he  could 
lean  on  the  strong  shoulders  of  Dick  Cheney,  Colin  Powell, 
and  Stormin'  Norman  Schwarzkopf.  Domestically,  his  top  ad- 
visers are  Chief  of  Staff  John  Sununu,  Budget  Director 
Dick  Darman,  and  Ti'easury  Secretary  Nick  Brady.  The 
record  speaks  for  itself.  The  foreign  policy  team  delivers  the 
goods;  the  domestic  one  doesn't.  President  Bush  should  act 
like  a  Chief  Executive  and  shake  up  his  domestic  team. 


WHY  BANK  REFORM 
CAN'T  WAIT 


The  health  of  the  banking  system  affects  us  all.  It's 
estimated  it  could  cost  more  than  $200  billion  to  I'epair 
the  shattered  system  even  if  the  economy  improves 
(page  30).  Much  of  that  money  is  going  to  have  to  come 
from  the  taxpayer.  Need  more  proof?  The  bank  "credit 
crunch"  is  dampening  economic  growth  largely  by  starving 
small  business  of  credit.  And  smaller  businesses  are  a  crit- 
ical source  of  economic  innovation  in  the  U.  S.  Indeed,  small 
business  creates  one  of  every  two  new  jobs. 


That's  why  Washington's  failure  to  pass  a  compreh 
sive  bank-reform  bill  tops  the  list  in  legislative  ineffecti 
ness  in  a  year  with  lots  of  competition.  Sure,  we  hear  all 
excuses  by  the  Bush  Administration  and  Congress, 
lamest  is  that  the  insurance  companies.  Wall  Street  fir 
big  banks,  small  banks,  and  just  about  anyone  with  a  mi 
ey  stake  and  a  political  action  committee  bribed  and  cajo^ 
to  save  their  bacon.  So  what?  Government  is  about  resisti 
these  pressures  and  making  hard  decisions  in  the  natio 
interest. 

Bank  refoi-m  is  not  a  parochial  issue,  and  a  bill  ought 
to  be  shaped  by  special-interest  pleading.  Decisions  made  * 
day  will  affect  the  future  flow  of  investment  capital,  tj 
strength  of  small  business,  the  nation's  future  competiti\- 
ness,  and  the  odds  of  future  taxpayer  bailouts.  A  bill  lim- 
ed almost  exclusively  to  funding  deposit  insurance  is  a  cc- 
out  that  will  cost  taxpayers  billions  more  than  true  l>ac 
refoi-m.  We  are  about  to  enter  an  election  year,  and  eai 
Presidential  candidate  should  spell  out  in  detail  his  plans  !• 
overhauling  the  banking  system.  And  then  we  need  a  pled  ■ 
fi"om  each  that  a  bank-reform  bill  will  be  a  top  prioi-ity  in 
first  100  days  of  office. 


FREE  EUROPEAN  CARRIERS 
FROM  U.S.  BARRIERS 


If  the  post-Communist  world  needs  more  proof  that  stat 
controlled  businesses  don't  work,  Europe's  airlines  offi 
plenty  of  it.  Passengers  pay  stratospheric  fares— doub 
or  triple  those  for  similar  distances  in  the  U.  S.  Then  at  U 
time,  they  often  pay  again  to  prop  up  pampered  stat 
owned  airlines  made  inefficient  by  limited  competition. 

Now,  despite  r-esistance  by  French-led  protectionists,  t\ 
European  Community  aims  to  gi-adually  open  its  skies  (pa 
50).  The  goal  by  the  mid-1990s  is  to  let  EC  airlines  set  far 
freely  and  compete  on  any  route  in  the  12-nation  E 
Although  a  painful  shakeout  awaits  the  industry,  consume 
will  benefit.  And  so  may  U.  S.  airlines  that  have  surviv 
deregulation's  mill.  A  free-market  Europe,  soon  to  be  tl 
world's  biggest  economy,  is  crucial  to  their  new  global  ai 
bitions. 

For  that  reason,  Washington  should  take  the  last  step  i 
American  deregulation:  dropping  barriers  to  foreign  carrier 
As  it  stands,  U.  S.  airlines  can  fly  many  routes  withi 
Europe,  a  legacy  of  post-World  War  II  treaties.  But  th 
Europeans  have  no  such  rights  inside  the  U.  S.  With  thei 
lower  costs,  U.  S.  airlines  know  they  have  little  to  fea 
from  European  competition  at  home  and  lots  to  gain  fro 
even  greater  freedom  in  Europe.  Washington  should  ope 
up,  provided  Europe  does  more  of  the  same. 

There's  also  no  longer  much  reason  for  limiting  foreig 
ownership  of  U.  S.  airlines  to  25%  on  the  grounds  of  nation 
security.  It's  hard  to  see  how  a  minority  stake  from  a  NAT 
partner's  airline  could  harm  U.  S.  security.  But  again 
Washington  should  j-equire  reciprocity  from  Europe.  Fre( 
skies,  financially  and  otherwise,  should  be  the  world's  goal 
The  only  losers  will  be  inefficient  carriers.  Investors,  pas 
sengers,  and  taxpayers  can  live  nicely  without  them. 
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CEO  JOHN  F.  AKERS 


HAVE  YOU 
DRIVEN 
A  FORD 
UTELY? 

THE  FORD  PERFORMANCE  LINE. 

True  performance  lies  outside  the  sterile 
confines  of  0-60  statistics  and  slalom 
cones.  It's  the  shot  of  adrenaline  that 
comes  when  you  feel  an  engine  respond 
on  command.  The  knowing  smile  when 
you  see  the  sign  that  reads:  "Curves 
Ahead."  It  s  as  much  exhilaration  as 
acceleration,  and  at  Ford,  it's  what  our 
performance  cars  are  fueled  by. 

THE  HARDWARE. 

With  engine  technology  racing  as  fast 
forward  as  the  engines  themselves,  the 
possibilities  are  virtually  endless.  Con- 
sider the  possibilities  of  a  power-flexing 
Supercharger  in  Thunderbird  SC.  The 
turbocharged  Probe  GT.  The  24-valve 
masterpiece  waiting  in  the  new  Taurus 
SHO.  Or  the  225-horse  kick  of  the 
Mustang  GT. 

THE  DRIVE. 

Straight-line  performance  stops  at  the 
first  curve.  And  that's  where  the  rest  of 
Ford's  performance  technology  kicks  in. 
The  innovative  driver  adjustable  suspen- 
sion of  Thunderbird  SC.  Speed  sensitive 
steering  on  Probe  GT.  And  a  sport  suspen 
sion  specially  designed  for  quick  handling 
on  Escort  GT. 

The  1992  Ford  Performance  Line.  Isn't  it 
time  you  had  a  sports  car  that  could  rev 
up  more  than  just  its  engine.'' 

FORD.  THE  BEST-BUILTAMERICAN  CARS 
. . .  ELEVEN  YEARS  RUNNING. 

Based  on  an  average  of  consumer-reported 
problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  ■81-'91  models 
designed  and  built  in  North  America. 


/E  YOU  BET  THE  MOON  YOU  COULD  BEAT  IT  TO  THE  CORNER? 


/E  YOU  MADE  A  CITY  DISAPPEAR? 


/E  YOU  ALWAYS  HATED  LONG  GOODBYES?    MUSTANG  GT  CONVERTIBLE 


^E  YOU  WISHED  ALL  THE  LIGHTS  IN  THE  WORLD  WERE  GREEN? 
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Is  it  new  enough?  Chairman  John 
Akers'  bold  plan  is  to  create  dozens 
of  semi-independent  operations 
whose  managers  will  be  required  to 
deliver — and  they  just  might.  But 
Big  Blue  has  promised  to  remake 
itself  several  times  over  the  past 
few  years.  This  time,  can  Akers 
succeed  in  unleashing  the  enormous 
resources  hidden  inside  the 
$69  billion  goliath? 
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AND  NONBANKS  SUCH  AS  AT&T  ARE 
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PRODUCTION 

change  from  lost  week:  -0.2% 
Chonge  From  lost  yeor.  1 ,7% 

1967=100  (four-week  moving  average) 
185  
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179,2 


LEADING 

change  from  last  week:  -0. 1  % 
Change  from  lost  yeor:  -0.8% 
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^Qor.  1001  looi  looi 

The  production  index  decreased  slightly  during  the  week  ended  Nov,  23  The 
index'  stognation  since  mid-September  is  a  further  sign  of  the  weakness  in  the 
industrial  sector.  On  a  seasonally  adjusted  basis,  output  of  autos,  steel,  electric 
power,  paper,  and  lumber  declined.  Roil-freight  traffic,  truck,  crude-oil  refining,  cool, 
and  poperboard  production  all  increased  Before  calculation  of  the  four-week  moving 
overage,  the  index  increased  to  179.7,  from  178.4  in  the  week  before 

BW  production  rndex  copynght  1  991  by  McGraw-Hill  Inc 


The  leading  index  was  virtually  unchanged  during  the  week  ended  Nov.  23. 
Stock  prices  dropped  sharply  lower,  and  the  number  of  business  failures  jumped 
back  after  posting  a  big  decline  in  the  previous  week.  The  growth  in  real  estate 
loons  deteriorated,  and  bond  yields  were  higher.  Ttie  growth  rotes  fo^  materials 
prices  and  M2  improved.  Before  calculation  of  the  four-week  moving  overage,  the 
index  dropped  to  207.2,  h-om  208.7. 

Leading  index  copyright  1  991  by  Center  for  Infernofional  Business  Cycle  Reseorch 


Lotest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  ( 1 1/30)  thous.  of  net  tons 

1,603 

1,760= 

-13.0 

AUTOS  (1  1/30)  units 

70,127 

1 12,002r= 

-35.8 

TRUCKS  in/30) units 

49,127 

77,191r= 

-24.6 

ELECTRIC  POWER  (n/30)  millions  of  kilowatt-hours 

53,595 

52,991  = 

2.5 

CRUDE-OIL  REFINING  (n/30) thous. of bbl./d 

ay 

12,951 

13,239= 

-4.0 

COAL  (1  1/23)  thous  of  nettons 

21,352= 

19,949 

23.8 

PAPERBOARD  (l  l/23)  thous  of  tons 

799.2? 

762. 9r 

3.4 

PAPER  (1  1/23)  thous.  of  tons 

771.0= 

777.0r 

-1.4 

LUMBER  (1  1/23)  millions  of  ft. 

518.3=? 

519.3 

990 

RAIL  FREIGHT  (l  l/23)  billions  of  ton-miles 

21.6!? 

210 

28  6 

Sources:  American  Iron  &  Steel  Institute,  Ward  s  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  Americon  Paper  Institute,  NW/PA  ,  SEPA  ,  Association 
of  American  Railroads. 

Latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (i2/4) 

129 

128 

132 

GERMAN  MARK  (i2/4) 

161 

1.58 

1  48 

BRITISH  POUND  (12/4| 

1.77 

1.80 

1.95 

FRENCH  FRANC  |i2/4) 

5,52 

5.40 

5.03 

CANADIAN  DOLLAR  (12/4) 

114 

1.13 

1.16 

SWISS  FRANC  (12/4) 

1  43 

1.40 

1  27 

MEXICAN  PESO  (12/4) 

3,051 

3,050 

2,936 

Sources:  Ma|or  New  York  banks  Currencies  expressed  m  units  per  U-  S.  dollar,  except  for  British 
pound  expressed  m  dollars. 

PRICES 

Latest 
week 

Week 
ago 

~:  Change 
year  ago 

GOLD  ( 1  2/4)  $/troy  oz 

365  250 

366  250 

-2  9 

STEEL  SCRAP  (12/3)  =1  heavy,  S/ton 

94.00 

94  00 

-1 1.3 

FOODSTUFFS  ( 12/2)  index,  1967=100 

203  8 

203.6 

-4.0 

COPPER  (ii/30)c/ib. 

108.9 

109.0 

-9.1 

ALUMINUM  (ii/30)c/lb 

515 

52  6 

-27.5 

WHEAT  (11/30)  #2  hard,  S/bu. 

3  84 

3  77 

41.2 

COTTON  (1  1/30)  strict  low  middling  M/16in., 

C/lb. 

53  74 

53.75 

-20.2 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
vVeefc.  Kansas  City  iTiorket,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (1 1/29)  S&P500 

376.27 

379  92 

18.1 

CORPORATE  BOND  YIELD,  Aaa  (11/29) 

8.46% 

8.46% 

-8.0 

INDUSTRIAL  MATERIALS  PRICES  (11/29) 

95.6 

95.7 

-6.1 

BUSINESS  FAILURES  (11/22) 

456 

341 

67.0 

REAL  ESTATE  LOANS  (i  1/20)  billions 

$396.0 

$396  7r 

2.0 

MONEY  SUPPLY,  M2  (1 1/I8)  billions 

53,405,2 

$3,399. 4r 

2.5 

INITIAL  CLAIMS,  UNEMPLOYMENT  (II/I6)  thous 

413 

493 

-8.6 

Sources:  Standard  &  Poor  s,  Moody  s.  Journal  of  Comrnerce  (index   1980=100),  Dun  & 
Bradstreet  (foilures  of  large  companies).  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  seasonally  ad- 
justs data  on  business  failures  and  real  estate  loons 

■  .'.M,'UIU'i^Vi].'MTJrM!J.UMil^™^™ 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSTR.  SPENDING  (Oct  )  annual  rote,  billions 

541  1.5 

$407  5r 

-5  3 

NEW  HOME  SALES  (Oct  |  annual  rate  thous. 

513 

502r 

10.3 

12  LEADING  INDICATORS  COMPOSITE  (Oct  )  index  145.5 

145. 3r 

2.8 

PERSONAL  INCOME  (Oct  )  annuel  rate,  billions 

$4,857.2 

$4,846  Br 

3.4 

Sources;  Census  Bureau,  Commerce  Dept 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (ii/is) 

5888. 8 

$885. 3r 

7.9 

BANKS'  BUSINESS  LOANS  (11/20) 

295  3 

295. 5r 

-9.3 

FREE  RESERVES  (ii/27) 

938 

802 

17.5 

NONFINANCIAL  COMMERCIAL  PAPER  (11/20) 

134,6 

135.1 

-n.2 

Sources:  Federal  Reserve  Boord  (in  billions,  except  for 

two-weeli  period  in  millions) 

free  reserves. 

which  ore  expressed  for  a 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (12/3) 

4  86% 

4.89% 

7.60% 

PRIME  (12/4) 

7,50 

7.50 

10.00 

COMMERCIAL  PAPER  3-MONTH  (12/3) 

4,91 

4.94 

7.94 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/4) 

4  82 

4.87 

8.23 

EURODOLLAR  3-MONTH  (11/30) 

4  90 

4,90 

8.25 

Sources:  Federal  Reserve  Board,  First  Boston 


tRow  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimoted  and  not  listed)  include  machinery  ond  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  ovailoble     r=  revised     NM  =  Not  meaningful 
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Bridgestone's  Tire  Performance  Standards 
Are  Going  Up  All  The  Time  -  •  • 


•••And  not  only  for  jumbo  jet  tires,  but  for  the  world's  lead- 
ing passenger  and  sports  cars,  sport  utility  vehicles,  trucks, 
busses  and  even  farm  tractors.  Just  about  every  vehicle  know  n 
to  man.  Including  tires  like  those  on  the  Boeing  747,  that  have 
to  withstand  loads  up  to  870,000  pounds.  Eleven  foot  tall  tires 
that  are  used  on  240-ton  earthmovers.  Tires 
that  grace  ultra-high  performance  cars 
like  Porsche,  Ferarri  and  Jaguar  By  unit- 
ing with  Firestone,  one  of  the  world's 
largest  and  best  known  manufacturers, 
Bridgestone  has  firmly  established  an  ex- 
tensive research,  manufacturing,  sales  and 
service  network  that  serves  the  entire 


world.  Today,  our  state-of-the-art  laboratories  in  Akron, 
Rome  and  Tokyo  are  constantly  striving  to  develop  better, 
more  advanced  Bridgestone  and  Firestone  brand  tires. 
More  than  70  production  plants  and  some  95,000  employ- 
ees throughout  the  world  produce  our  wide  range  of  high 
tech  products.  In  fact.  Bridgestone  pro- 
duces about  150  million  superior  quality 
tires  a  year  that  serve  the  needs  of  peo- 
ple in  every  corner  of  the  globe. 
Tires  that  help  you  get  where  you're 
going. 

Products  and  people  you  can  count 
on.  That's  Bridgestone. 


Bridgestone  Proving  Ground,  Tochigi,  Japan. 
(Other  proving  grounds  in  Italy,  Mexico  and  the  U  S.  A.) 
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OF  HONDA  AND  THE  JAPANESE 
PRESENCE  IN  AMERICA  

Your  story  "Honda:  Is  it  an  Ameri- 
can car?"  (Cover  Story,  Nov.  18)  at- 
tempts to  raise  an  important  question:  Is 
Japanese  investment  good  for  tiie  U.  S.? 
Our  answer  is  simple:  Honda's  invest- 
ment is  good  for  America. 

At  our  four  plants  in  Ohio,  Honda  is 
building  cars,  engines,  and  motorcycles 
with  the  help  of  a  substantial  number  of 
American  supplier  compa- 
nies. This  has  not  only  re- 
sulted in  thousands  of 
jobs  for  Americans  like 
myself  but  has  improved 
the  technological  capabili- 
ty of  many  American 
companies  and  the  tech- 
nological knowhow  of 
Americans.  BUSINESS 
WEEK  could  have  learned 
this  from  speaking  with 
representatives  of  our 
supplier  companies. 

Unfortunately,  because 
of  several  distorted  and 
inaccurate  statements,  BUSINESS  WEEK 
led  its  readers  to  believe  that  Honda's 
$2.2  billion  investment  in  the  U.  S.  is  not 
what  it  appears.  Worst  of  all  was  the 
assertion  that  Honda  is  attempting  to 
"manipulate"  the  U.  S. -Canadian  Free 
Trade  Agreement  (FTA)  rules  as  a  means 
to  increase  the  local  content  of  Honda 
cars.  This  is  impossible  because,  as  the 
U.  S.  Customs  Service  admits,  Customs 
has  not  yet  adopted  rules  for  calculating 
origin,  and  the  audit — which  is  routine 
under  the  FT.\ — has  yet  to  be  completed. 
We  believe  that  the  cars  Honda  pro- 
duces in  North  America  are  substantial- 
ly North  American. 

It  is  ironic  that  the  story  and  the  Cus- 
toms audit  focus  on  an  engine  produced 
by  Honda  in  Ohio.  At  a  time  when  Gen- 
eral Motors,  Ford,  and  Chrysler  import 
small  engines  for  their  cars,  Honda  is 
the  only  auto  maker  that  manufactures 
a  small,  fuel-efficient  engine  in  the  U.  S. 
In  fact,  we  produce  more  than  500,000 
engines  a  year  in  the  U.  S. 

Honda  is  working  with  many  of  the 
same  parts  suppliers  as  GM,  Ford,  and 
Chrysler.  Importantly,  the  local  content 


of  Honda  products  in  the  U.S.  has  in- 
creased every  year  since  1982,  when  we 
became  the  first  Japanese  auto  maker  to 
build  cars  in  America.  Today,  657"  of 
Honda  Div.  cars  sold  in  the  U.  S.  are 
manufactured  in  North  America.  Our 
bottom  line  is  to  produce  the  best  prod- 
uct for  our  customers.  And  to  do  it  in  a 
way  that  also  benefits  America. 

Scott  N.  Whitlock 
Executive  Vice-President 
Honda  of  America  Manufacturing  Inc. 

Marysville,  Ohio 


BusinessVtfeek 


IS  IT  AN  AMERICAN  CAR? 
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mentioned  my 
■  company.  Copper- 
weld  Steel,  as  being  63.67 
Japanese-owned.  This  is 
true.  Until  1987,  we  were 
66%  French-owned  and 
33%  public.  Today,  we  are 
63.4%-owned  by  four  Jap- 
anese companies,  28%- 
still-owned  by  a  French 
company,  with  the  bal- 
ance publicly  held.  With- 
out the  capital  supplied  to 
our  company  by  our  Japa- 
nese owners,  we  would 
no  longer  exist. 

Our  negotiations  with  Honda  on  serv- 
ing them  by  providing  the  crankshaft 
and  other  high-cjuality  alloy  steel  bars  to 
their  manufacturing  process  has  been 
very  competitive,  and  we  are  but  one  of 
three  high-quality  alloy  bar  suppliers  at 
the  Honda  facility.  I  assure  you  that  the 
steel  for  the  Honda  Accord's  crankshaft, 
as  well  as  other  products  that  we  sup- 
ply, is  100%'  American, 

W.  Lawrence  Weeks 
President  &  CEO 
Copperweld  Steel  Co. 
Warren,  Ohio 


Are  we  so  naive  to  think  Japan  Inc. 
has  any  intention  to  show  or  teach 
us  about  their  latest  technological 
achievements  in  such  areas  as  research 
and  development  or  manufacturing? 
Hell,  no — they  are  our  competitors,  out 
to  beat  the  pants  off  us! 

Your  article  shows  clearly  that  they 
are  willing  to  go  to  any  lengths  to  ma- 
nipulate the  books  to  look  like  they  want 
to  play  fairly  when  in  fact  they  are  go- 
ing to  keep  the  most  sensitive  techno!- 
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ogy  to  themselves  and  give  us  the  lower- 
tech  jobs  of  assembly,  or  painting  and 
the  like. 

Pascal  G.  Houcke 
Richboro,  Ra. 

How  can  people  like  U.  S.  Customs 
Service  Commissioner  Carol  Hallett 
do  their  jobs  as  long  as  Japanese  indus- 
try is  permitted  to  lobby  the  same  peo- 
ple we  elect  to  represent  us? 

William  H.  Kury 
Charlevoix,  Mich. 

■ believe  that  we  have  sustained  anoth- 
er Rearl  Harbor,  but  this  time  it  was 
economic,  not  military.  And  this  time,  it 
was  so  insidious  and  veiled  that  many  of 
us  don't  know  it  has  happened.  (What's 
more  American  than  a  Honda  or  a  Sony 
or  a  Ranasonic?)  Sadly,  many  of  us  don't 
care.  We  don't  want  to  be  distracted 
from  the  pleasure  of  being  plugged  into 
a  Walkman  or  a  Nintendo. 

Erwin  R.  Molnar 
Bellevue,  Wash. 

If  most  Americans  really  cared  about 
the  nationality  of  the  parts  in  their 
new  cars  or  the  nationality  of  their  cars, 
Honda's  Accord  would  not  be  the  lead- 
ing car  sold  in  the  U.  S.  If  most  Ameri- 
cans wanted  to  sacrifice  a  quality  car  for 
nationalism,  they'd  agree  with  Lee  la- 
cocca's  cry  for  trade  quotas  on  Japanese 
autos  and  would  buy  Mr.  lacocca's  prod- 
ucts. Smartly,  American  consumers 
know  what  capitalism  is  about:  Superior 
products  deserve  their  place  in  the  mar- 
ket, regardless  of  national  origin.  And 
as  Robert  Reich  has  argued  for  years, 
the  American  worker  truly  benefits  by 
the  training  that  successful  manufactur- 
ers provide. 

Anthony  F.  Calianese 
'  Oradell,  N.J. 

In  an  issue  that  spent  most  of  its  pages 
talking  about  corporate  downsizing, 
layoffs,  recession,  and  job  losses,  it  was 
ironic  that  the  feature  article  then  point- 
ed an  editorial  finger  at  the  Japanese, 
not  to  praise  the  jobs  they  have  created 
in  America  but  to  stress  that  their  ef- 
forts are  not  good  enough. 

W.  Jeffrey  Weise 
Holliston,  Mass. 

You  argue  that  Honda's  cars  are  not 
as  "American"  as  they  claim  be- 
cause they  use  inputs  from  companies 
that,  although  located  here,  are  Japa- 
nese-owned. Why  should  it  matter  who 
owns  these  input  companies?  What 
should  be  relevant  is  the  level  of  capital 
investment  they  are  making  domestical- 
ly. American  workers  and  managers 
were  employed  throughout  the  entire 


CORRECTIONS  &  CLARIHCATIOHS 

In  "Tough  times,  tough  bosses"  (Cover 
Story,  Nov.  25),  we  incorrectly  identi- 
fied Russell  Reynolds  Associates  as 
the  largest  executive-recruiting  firm.  It 
ranked  No.  2  in  1990  billings. 

A  graphic  that  identified  the  sources  of 
parts  in  a  Honda  car  in  the  story 
"Honda:  Is  it  an  American  car?"  (Cov- 
er Story,  Nov.  18)  should  have  identi- 
fied the  car  as  an  Accord,  not  a  Civic. 

In  "Japan's  bankers  are  pulling  in  their 
necks,"  (International  Business,  Dec. 
2),  we  erred  in  saying  that  the  Long- 
Term  Credit  Bank  of  Japan  Ltd.  is  seiz- 
ing assets  of  a  client,  Japan  Leasing 
Corp.,  to  raise  cash.  While  Japan  Leas- 
ing is  selling  assets  on  its  own,  LTCB 
says  it  continues  to  "conduct  business 
as  usual"  with  the  leasing  firm. 


process.  The  Japanese  are  pumping 
money  into  our  economy,  and  we  are 
complaining. 

Brian  A.  Heller 
Brookline,  Mass. 

The  Japanese  auto  makers  and  parts 
suppliers  have  provided  thousands  of 
good  jobs  for  Americans  in  times  when 
many  traditional  "American"  employers 
were  paring  their  payrolls.  By  setting 
new  standards  for  quality  in  their  fields, 
these  companies  have  shown  that  U.  S. 
workers  can  be  as  productive  as  those 
from  any  other  country. 

John  H.  Hollenback 
Woodbury,  Conn. 

Is  this  latest  criticism  mostly  "pickle 
smoke"  from  the  Big  Three,  when  in 
fact  they  have  eliminated  a  huge  share 
of  the  domestic  jobs  themselves  and  now 
want  to  point  fingers  at  their  competi- 
tors? I  saw  what  the  effect  of  the  pro- 
tective duty  was  a  few  years  ago:  The 
Big  Three  raised  their  prices  also,  and 
everyone  grabbed  a  big  bonus  at  the 
expense  of  the  American  customer.  It 
seems  to  me  that  there  is  a  determined 
effort  on  the  part  of  Japanese  industry 
to  keep  jobs  for  their  people,  and  that 
ingredient  is  factored  into  the  whole  pic- 
ture. That  seems  pretty  noble  to  me. 

Lynn  Gilbertson 
Minneapolis 

WAS  WHARTON  A  VICTIM 
OF  ITS  RIGOROUS  DICIPLINE? 

As  members  of  the  1991  graduating 
class  of  Wharton  Executive  MBA 
(WEMBA)  program,  we  read  with  mild  in- 
terest your  article  "Back  to  school"  (Spe- 


cial Report,  Oct.  28)  on  executive  educ\ 
tion.  This  letter  will  briefly  address  tw- 
issues  of  significance: 

First,  it  seems  necessary  to  clarify  h 
misperception  about  the  "scores"  undtf 
the  "schools  graded  by  grads"  section  c'i^' 
the  top-20  summary.  Wharton  expect|| 
'  much  of  its  students,  and  its  student^!, 
expect  much  of  the  institution.  We  hav' 
been  taught  to  approach  quantitativj; 
analysis  with  brutal  objectivity,  a  disdaii-! 
for  "fudge  factors,"  and  a  genuine  re'' 
spect  for  discrete  numerical  values.  W' 
employed  this  method  when  respondinjj 
candidly  to  the  BUSINESS  WEEK  question' 
naire  asking  us,  for  example,  to  rati, 
faculty  on  a  scale  of  1  to  10  (1  beinj' 
poor,  10  being  excellent).  Imagine,  then 
our  surprise  in  learning  that  a  ratinji 
well  above  the  midpoint  could  result  in  ; 
score  of  "D."  Based  on  our  comparativili 
ranking,  it  appears  that  industries  hav( 
countless  sources  of  enthusiastic  e.mba 
grads,  but  those  businesses  that  wan 
straightforward,  uninflated  critical  anal 
ysis  might  well  look  to  Wharton. 

Second,  the  descriptive  comment.^ 
"pricey  program"  and  "biweekly  sleep 
over,"  although  colorful,  are  more  likel> 
to  elicit  visions  of  a  yuppie  scout  troo], 
than  the  carefully  orchestrated,  intense 
learning  experience  that  was  the 
WEMBA.  Students  Amtraked  in  from 
New  York  City's  financial  district, 
Washington's  political  and  international 
center,  and  the  many  industrial  centers 
surrounding  Philadelphia  and  up  and 
down  the  East  Coast.  While  simple  geog 
raphy  dictated  "sleeping  over,"  the  bi- 
weekly residential  approach  fostered  the 
exchange  of  skills,  knowledge,  and  per 
spectives  that  exceeded  even  the  de- 
mands of  the  academically  rigorous  pro- 
gram (requiring  almost  700  contact 
hours,  "just  like  the  'regular'  MBAs"). 

Wharton's  advantaged  location  and 
commitment  to  the  weekend  structure 
allows  it  to  employ  high  academic  entry 
requirements  and  sensitivity  in  student 
selection  for  "mix,"  resulting  in  an  in- 
comparable combination  of  WEMBA  stu- 
dents, year  after  year,  who  are  the 
Wharton  experience.  The  faculty  struc- 
tures the  learning  opportunity,  and 
many  contributed  greatly  to  a  "deeper 
understanding  of  complex  phenomena." 

Bonnie  Greenspan 
Woodbridge,  Va. 

Editor's  note:  According  to  Ms.  Green- 
span, about  90  other  1991  WEMBA  grad- 
uates signed  this  letter. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  V/eek,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fox;  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude on  oddress  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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Presenting 
The  Next  P^e 
h  Printer  History 
RomThe  Company 
That  Printed 
The  First. 


Funm  how  histoi  v  has  a  \va\  of  repeating  itself,  ^hlr  after 
vear-attuallv  lor  the  past  25 -Epson  has  been  the  leader  in 
dot  matrix  printing  iechnolog\'. 

Inti odiicing  six  reasons  whv  that  leadership  is  sure  to 
continue:  the  lettei-qiialitv  Epson  LQ-370,  LQ-87(),  LQ-1070, 
EQ-1170.  Ac  iionPrinter  3001)  and  ActionPrinter  3300. 

More  Paths  To  Success. 


For  sheer  paper  handling  flexibility, 
no  other  printer— dot 
inati  ix.  ink  jet  or  laser- 
handles  quite  as  we 
as  these. 

(iase  in  point:  the  veisatne 
1,(2-870  and  wide-tarriage  EQ 


When  fullv  loaded,  these  printers  put  as  manv  as  five  tvpes 
of  paper  at  vour  fingertips.  Everything  from  letterhead  to 
continuous-form  checks,  four-part  forms,  tractor-feed  paper, 
even  einelopes. 

All  our  printers  can  automatically  handle  50  sheets  using 
oiu'  optional  single-sheet  feedei.  .\dd  our  high-capacitv  feeder 
and  vou're  quicklv  up  to  200. 

Then  there's  Epson  SmartPark '  paper  handling.  \i  the  press 
of  a  button  and  flick  of  a  lever,  vou  can  easily  switch  between 
two  different  kinds  of  paper.  In  effect,  parking  one  and  moving 
on  to  another  without  having  to  stop  to  change  paper. 

(Nearly,  we've  put  a  lot  of  time,  tht)ught  and  effort 
into  our  paper  handling 
features.  So  vou  don't 


[I 


ijer,  vol 


-lit 

■■I 


Willi  five  (liffcri'ul  ]i(ij)ri  palln  to  draw  from  (it  an\  moment,  (in  Ejiwti  I .Q_pniitn  is  as  versatile  as  it  is  dependable. 


ioiiip.m\  .imr  ur  prodim  ii.niirs  .iir  tr.tHenurk^  ,in(l  ni  u-yrsirffti  u.Kifni.ii ks  ut  tlu-ir  respecuve  nianufatturers,  ©1991  Kpson  .Amcrir.!.  liu.,  20770  Madroii.i  .-\\c  ,  Toifance.  ('.A  9()*i09.  Ftir  dealer  referral. 

call  SOO-BIA'-EPSON  (800-289-3776).  In  Canada.  call(416)881-99.x.. 


have  to  put  much  time,  thought  or  effort  into  using  them.        you'll  get  superior  output  quahty  and  faster  throughput  speeds. 


Scale  New  Heights. 


Each  new  Epson  printer  comes  with  a  new 
industry-setting  standard-ESC/P2."  This 
breakthrough  printer  control  system  brings 
scalable  fonts  to  dot  matrix  printing. 

Simply  put,  type  sizes  are  no  longer  as  limited.  So  now  you  can 
do  things  with  a  24-pin  printer  that  before  could  onlv  be  done  with 
a  laser.  And  vou  don't  have  to  give  up  one  bit  of  paper  handling 
flexibility  to  do  it. 

Graphically  Superior. 

WTiat  ESC/P2does  for  tvpe,  it  also  does  for  graphics.  Brilliantlv. 

It  includes  an  enhanced  Windows  driver,  exclusive  to  Epson. 
When  you  print  from  anv  program  running  in  Windows, 


SCALABLE  FONTS 


WUh  a  nnu  Epson  LQpnnter;  yoit  can  print 
a  variety  of  type  in  a  variety  of  sizes,  up  to  32  point. 


But  don't  just 
take  our  word  for 
it.  Take  a  look  at 
the  quality  of  our 
graphics  instead. 


MiCRCH'R/.FX* 


MICROCRAFX'f 


(Before.) 


(Now.) 


Epson's  enhanced  Windoius  driver  improves  not  only  the  look  of  your 
text  and  graphics,  but  the  speed  at  which  they  print. 


Built  For  The  Long  Run. 

Epson  printers  aren't  only  designed  with  more  firsts,  they're 
designed  to  last.  Each  is  backed  by 
a  generous  2-year  limited 
warrantv.  .\s  well  as  a  helpful 
toll-free  800  number  to 
provide  vou  with  dependable, 
expert  assistance. 

One  more  thing  vou  can  alwavs  depend  on:  Epson  reliability. 

It  isn't  a  claim  just  anv  printer  company  can 
make.  It's  a  qualitv-a  character  trait-our 
products  have  earned  over  time. 

To  see  the  latest  printer  innovations 
firsthand,  visit  your  nearby  Epson  dealer,  or 
call  800-289-3776.  And  see  why,  after  more 
than  25  years,  Epson  is  still  the  first  name  in  dot 
matrix  printing. 


i-<        WHITE  LIE: 

HOW  AMERICA'S  HOSPITALS  BETRAY  OUR  TRUST  AND  ENDANGER  OUR  LIVES 

By  Walt  Bogdanich 

Simon  &  Schuster  ♦  320pp  •  $23  « 

THE  INTENSIVELY  CARELESS 
AMERICAN  HOSPITAL 


Walt  Bogdanich  begins  his  new 
l)Ook  with  an  extreme  and  al- 
ready well-publicized  horror 
story.  It  is  an  account  of  how  Dr.  Kath- 
ryn  Hinnant,  a  pregnant  33-year-old  phy- 
sician, was  raped  and  murdered  in  1989 
at  New  York's  Bellevue  Hospital  Center. 
Her  assailant,  Steven  Smith,  was  wear- 
ing surgical  scrubs  and  a  stethoscope.  A 
recently  discharged  Bellevue  psychiatric 
patient,  Smith  had  spent  nearly  two 
weeks  living  in  the  hospital  and  mas- 
querading as  a  doctor. 

By  opening  this  way,  Bogdanich  in- 
vites the  suspicion  that  he's  playing  to 
potboiler  sensibilities.  But  wait:  The 
Great  White  Lie:  How  America's  Hos- 
pitals Betray  Our  T)-ust  and  Endanger 
Ou  r  Lives  turns  out  to  be  a  detailed  and 
serious  look  at  the  nation's  troubled 
medical  system.  The  disturbing  lesson: 


Routine  care  in  many  hospitals  can  be  as 
harrowing  as  this  sensational  incident. 

Bogdanich,  a  Pulitzer  prize-winning 
writer  for  The  Wall  Street  Journal, 
marshalls  wide-ranging  and  often  sur- 
prising examples  of  medical  malfea- 
sance, from  hospitals  run  by  felons  to 
computer  programs  designed  to  cheat 
the  federal  medicare  system.  Drawing 
on  more  than  15  years  of  reporting  on 
the  industry,  he  argues  that  such  cases 
are  not  "freak  accidents  or  anomalies" 
but  "the  direct  result  of  systemic  health 
care  problems  of  enormous  proportions." 

Take  the  murder  at  Bellevue.  The 
year  before,  nearly  1,000  felonies  and 
2,700  misdemeanors  were  committed  in 
New  York  City's  hospitals.  Still,  facing 
the  same  sort  of  financial  pressures 
that  had  by  then  pushed  one-third  of  the 
nation's  6,000  hospitals  into  the  red, 


Bellevue  had  reduced  its  security  stafll  ■(''^■^ 
But  the  primary  villain,  in  Bogdanich'),  fl^^j^j 
view,  is  a  makeshift  collection  of  healt:  ' 
care  policies  that  gives  doctors  and  ho> 
pitals  financial  incentives  to  skimp  o 
care.  Consider  Leelamma  Mathew,  R.  N 
We  first  see  her  midmorning,  passed  ou 
■drunk  on  the  lawn  of  Maryland's  Lelan 
Memorial  Hospital.  In  time,  after  mult 
pie  doses  of  the  painkiller  Demerol  dis| 
appear  during  her  shift,  Mathew  is  dis 
missed.  But  like  other  temporary  nurse 
with  appalling  work  records,  Mathe 
soon  finds  a  new  position  because  man 
agencies  don't  care,  and  hospitals  ofte 
don't  check.  Since  the  early  1980s,  hosp 
tals  have  been  rewarded  for  keepini 
treatment  costs  below  government  reim' 
bursement  rates.  One  way  they've  dom 
so  is  by  replacing  staff  nurses  with  low- 
er-paid temps.  That,  says  Bogdanich,  ha.^ 
given  rise  to  impostors,  forgeries,  falst 
billings,  forced  labor,  and  theft. 

Bogdanich  details  how  the  use  o:^ 
young,  untrained  workers  to  cut  laboi 
costs  affected  the  care  that  Dillon  Mur  f""^''''' 
phy  received  during  a  coronary  bypass 
at  North  Carolina's  Charlotte  MemoriaJ^'if 
Hospital  &  Medical  Center.  A  transpar 
ent  plastic  bag  of  what  the  doctors  be 
lieved  was  a  cardioplegic  solution  was 


.1*  m 
of  A 


lieiriffl 

r.  a 

km  t 


:y  ml 
Htnesc 


WHO'S 
BEEN  RATED  MOST 
PROFESSIONAL 
FOUR  YEARS  IN  A  ROW? 


k 

'Crati 

I: 
w 


12  BUSINESS  WEEK 'DECEMBER  16,  1991 


I 


jsed  to  stop  his  heart  (iur- 
ng  surgery.  When  the 
;inie  came  to  restart  his 
leart,  nothing  happened. 
i  19-year-old  employee 
lad  pulled  the  wrong  flu- 
d  from  the  pharmacy's 
•efrigerator.  Murphy's 
leart  had  been  bathed  in 
rlucose.  The  33-year-old 
'ather  of  three  died. 

Underlying  many  such 
ales,  Bogdanich  detects 
,he  profit  motive  run 
miok.  Charlotte  Memori- 
il,  like  many  other  hospi- 
als,  had  kept  pharmacy 
;taff  at  a  minimum  on 
veekends  to  save  money. 
Vt  the  same  time,  it  had 
)egun  an  orgy  of  construction — includ- 
ng  a  $40  million  office  tower,  a  new 
)arking  garage,  and  a  helipad — all  to 
ure  doctors  and  their  patient  referrals. 

Nashville-based  Hospital  Corporation 
»f  America,  Bogdanich  writes,  tried  to 
nfluence  physicians  to  refer  patients  to 
»ne  of  its  new  facilities  by  paying  them 
IS  much  as  $12,500  a  month  for  "medical 
lirectorships."  Illinois'  Leyden  Commu- 
lity  Hospital  considered  a  plan  to  boost 
;urgeries  during  the  slow  holiday  season 
)y  offering  physicians  who  performed 


n  many  horror 
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stories,  Bogdanich 
sees  the  profit 


motive  run  amok 


BETRAY  OlR  TRUST  AND 


WALTBOGDANICH 

PULITZER  PRIZE-WINNER 


the  now-shuttered  Giuffre 
Medical  Center  in  Phila- 
delphia, known  as  mata- 
dero,  or  slaughterhouse, 
to  Hispanics  living  near- 
by. Despite  Giuffre's  ex- 
tensive use  of  underquali- 
fied  or  unlicensed  per- 
sonnel and  such  horri- 


10  major  operations  within  a  certain  peri- 
od a  fax  machine  or  portable  phone.  The 
idea  was  rejected  only  after  it  was  made 
public  by  the  Chicago  Tyibune. 

Many  of  these  practices  are  legal, 
since  regulations  forbidding  such  kick- 
backs apply  only  to  medicare  and  medic- 
aid programs.  But  Bogdanich  also  trots 
out  medical  felons.  Meet  Dr.  George 
Gotsis — drug  dealer,  suspected  murder- 
er, and  chief  of  staff  (before  it  closed)  at 
New  London  Hospital  in  Lorain  County, 
Ohio.  Meet  James  C.  Giuffre,  head  of 


tying  cases  as  a  neglected 
patient  whose  mouth  be- 
came infested  with  mag- 
gots, the  industry's  chief 
regulator,  the  Joint  Com- 
mission on  Accreditation 
of  Healthcare  Organiza- 
tions, allowed  the  hospital 
to  remain  open  for  years. 

Bogdanich  says  he 
chose  to  write  about  the 
failures  of  the  health  care  system  rather 
than  its  accomplishments  because  he  be- 
lieves the  failures  are  gravely  underesti- 
mated. The  system's  "great  white  lie," 
he  writes,  is  "a  myth  holding  that  all 
hospitals  and  doctors  are  equally  good 
and  deserving  of  our  complete  and  un- 
questioning trust."  Bogdanich's  book 
should  help  shatter  that  myth.  If  noth- 
ing else,  Bogdanich  makes  a  compelling 
case  for  tougher  outside  regulation,  let- 
ting those  who  pay  for  health  care — 
primarily  government  and  employers — 


For  four  years  straight.  The 
Equitable  has  had  more  agents  who  are  ChFCs 
(Chartered  Financial  Consultants)  than  anyone  in  life  insur 
ance.  And  thats  not  half  the  story. 

We've  had  more  agents  who  are  CLUs  (Chartered 
Life  Underwriters)  for  three  years  straight.  And  more,  this 
year,  who  hold  masters  degrees  in  financial  services  and 
management.* 

These  designations  are  the  most  prestigious  an  agent 
can  earn. 

What's  more.  The  Equitable  ranks  among  the  indus- 
try's leaders  in  numbers  of  Registered  Representatives— 
agents  also  licensed  to  sell  mutual  funds  and  other 
securities  products. 

THH 


It's  how  we've  become  the 
number  one  seller  of  such  products  in  the 
entire  insurance  company  broker/dealer  community. 

This  commitment  to  professionalism  and  training  is 
what  keeps  us  so  well  abreast  of  client  needs  in  today's 
complex  market.  It's  one  of  the  key  reasons  why  so  many 
of  our  agents  reach  the  Million  Dollar  Round  Table. 

And  why  The  Equitable,  with  over  $400  billion  in 
direct  life  insurance  coverage  on  our  books,  is  so  strongly 
positioned  for  future  growth;^ 

To  learn  more  about  the  strength  in  our  numbers, 
please  write  to  Richaid  H.  Jenrette.  CLU,  Chairman,  or 
Joseph  J.  Melone,  CLU.  ChFC.  President,  at  The  Equitable, 
787  Seventh  Ave. ,  Dept.  A,  New  York,  NY  10019. 


EQUITABLE 

STRENGTTH  IN  NUMBERS 

♦Source:  The  American  College.  **A11  numheri  represent  consolidated  statutory  financial  data  for  The  Equitable  Life  Assurance  Society  and  its  subsidiary 
companies.  Separate  financial  statements  for  Equitable  Variable  Lite  Insurance  Company  and  certain  other  subsidiaries  are  available  on  request. 
'Q'  1991  The  Equitable  Lite  Assurance  Society  of  the  United  States.  NY.  NY  I00I9 
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Invest  In 
Diamonds. 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1 1/2  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  its 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds/  Ask  for  DiamondTel®  at  your  cellular  dealer. 

iXDiamondTel 


©  1991  Mitsubishi  Electronics  America,  Inc.,  800  Biermann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 


(now  what  they're  paying  for,  and  pub- 
icly  identifying  providers  that  do  a  bad 
ob.  Until  that  happens,  maybe  hospitals 
ihould  have  to  post  this  sign  above  their 
idmitting  room  doors:  Caveat  Emptor. 

BY  JUtlA  FLYNN  SItER 
Siler  reports  on  the  health  eare  i/nli/str// 
^rom  Chicago. 


OOK  BRIEFS  I 


^HITEOUT:  LOST  IN  ASPEN 

3y  Ted  Conover 

Random  House  •  269pp  •  $20 

RICH,  AND  lOVING  IT 


Once,  Aspen  tliumbed  its  nose  at 
celebrities.  Old-timers  chuckle 
over  a  fellow  named  Pete,  who 
walked  into  a  local  bar  where  his  friend 
V'odka  George  was  pouring  them  down 
with  Jill  St.  John  and  Jack  Nicholson. 
'Say,"  Pete  asked  the  bartender,  "who 
are  those  people  with  George?" 

You  don't  hear  such  stories  in  Aspen 
anymore.  That's  where  Don  married  Me- 
lanie,  after  all,  and  Maria  and  Ivana  had 
ivords  over  The  Donald.  "I  tell  you,  the 
rich  are  coming  out  of  the  closet,  like 
^ays,"  says  Mary  Eshbaugh  Hayes, 
managing  editor  of  The  Aspen  Times. 

They're  not  alone,  as  Ted  Conover  re- 
i'eals  in  Whiteout,  a  funny,  caustic  view 
jf  life  among  the  town's  lotus-eaters, 
rhere's  the  "alive  tribe" — whacko  New 
Agers  who  believe  that  anyone  who  gets 
jick  had  it  coming.  Environmentalists 
ivho  sit  at  the  feet  of  an  aging  John 
Denver.  And  politicos  such  as  Ted  Ken- 
nedy, spotted  in  a  bar  with  a  blonde  on 
tiis  knee,  and  his  sister-in-law  Ethel, 
who's  not  above  stiffing  a  cab  driver. 

The  atmosphere  is  corrupting,  Con- 
Dver  decided  in  the  two  years  he  spent 
there  as  a  Times  reporter  and  Mellow 
i^ellow  cab  driver.  A  friend  who  had 
saved  for  20  years  to  buy  an  aspen 
^rove  ended  up  building  a  $500,000 
tiouse  on  it — for  its  resale  value. 

Modern  Aspen — a  place  to  stimulate 
body  and  mind — was  the  postwar  dream 
Df  Container  Corp.'s  Walter  Paepcke.  He 
promoted  skiing,  founded  the  Aspen  In- 
stitute, a  cultural  think  tank,  and  orga- 
nized 1949's  Goethe  Bicentennial  Festi- 
val, which  drew  Albert  Schweitzer.  His 
widow  now  likens  Aspen  to  an  over-fat- 
tened goose,  near  death  from  richness. 

Resorts  have  a  shelf-life,  Conover 
theorizes,  so  maybe  one  day  those  man- 
sions will  be  rooming  houses.  If  so,  he 
won't  be  around  to  see  it.  "Aspen  had 
happened  to  me,"  he  writes:  He  began 
lusting  for  a  leather  coat  and  a  Jeep 
Cherokee.  When  he  started  thinking  of 
investing  in  real  estate,  he  skipped  town. 

BY  SANDRA  D  ATCHISON 


Try  a  basic  Strategy: 
Buy  low,  sell  high.  "iLg^ 

The  Merrill  Lynch  Basic  Value  Fund.    ^  ^ 


Consider  what  this  Fund  offers. 
The  Fund's  professional  manage- 
ment seeks  out  undervalued  stocks, 
which,  they  believe,  will  appreciate 
as  investors  discover  their  higher 
underlying  values.  This  strategy 
management  believes,  can  help 
achieve  the  objectives  of  capital 
appreciation  and  income. 

And  when  you  invest  with 
Merrill  Lynch,  you  also  have  the 
opportunity  of  working  with  a 
knowledgeable  Financial 
Consultant. 


For  more  complete  information  on  the 
Merrill  Lynch  Basic  Value  Fund,  Inc  .  including 
all  charges  and  expenses,  request  a  prospectus 
Please  read  the  prospectus  carefully  before  you 
invest  or  send  money  The  share  price  of  the 
Fund  is  subject  to  fluctuation  and  there  is  no 
guarantee  that  an  investor  will  be  able  to  sell 
shiiresata  prntil 


CaU 

1-800-637-7455 


ext2616 


OFFICIAL  SPONSOR  OF  THE  1992  U  S  OLYMPC  TEAM 

©  m\  Merrill  Lvnch,  Pierce,  Fenner&Smilli  liK  Member SlPf 


Merrill  Lynch 

A  tradition  of  trust. 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 

for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 

[\  oBSOtETfc 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 

Excess  inventory  today  

student  opportuniry  tomorrow 


Frankly  Fenton.  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


)OKS 
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ALl  THROUGH  THE  HOUSE  (AHD  SENATE), 
EVERY  TAX-CUTTER  IS  STIRRING 


BY  ROBERT  KUTTNER 


Even  Rostenkowski. 
Suddenly,  both 
parties  have 
embraced  the  idea 
of  a  cut  to  stimulate 
the  economy.  But  the 
upcoming  debate 
may  be  short  on 
clear  political 
choices  or  sound 
economic  policies 


ROBERT  KUHNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-FAIRE 


With  the  hohdays  roming,  Congress 
and  the  President  are  now  arguing 
whether,  when,  and  how  to  bestow 
a  tax  cut.  Herewith,  a  guide  to  the  economics, 
the  politics,  and  the  seasonal  risks. 

In  tliis  opening  round,  hoth  parties  have 
accepted  different  versions  of  the  same 
premise:  that  a  tax  cut  would  stimulate  the 
economy.  That  assumption,  however,  is  ques- 
tionable economics.  A  tax  cut  that  widened 
the  budget  deficit  would  be  stimulative  be- 
cause it  would  increase  total  spending,  but 
most  economists  think  the  economy  has  over- 
dosed on  that  brand  of  stimulation.  Indeed, 
if  a  large  increase  in  the  deficit  spooked  the 
bond  market,  it  could  be  a  net  economic  loss. 
On  the  other  hand,  a  "deficit-neutral"  tax  cut— 
the  more  likely  outcome— would  be  only  mild- 
ly stimulative,  depending  on  who  received  it 
and  how  the  revenue  loss  was  offset. 

There  are  sharp  ideological  divisions  be- 
tween the  parties.  The  Republicans,  especially 
the  Jack  Kemp/supply-side  wing,  argue  that 
capital-gains  cuts  would  be  the  most  effective 
recovery  tonic,  because  they  would  boost  in- 
vestment and  gi-owth.  They  even  contend  that 
such  cuts  would  mostly  pay  for  themselves.  By 
sheer  repetition,  supply  siders  have  widely 
implanted  the  idea  that  a  capital-gains  tax  cut 
is  by  definition  a  growth  measure.  This  claim, 
however,  is  growing  threadliare.  In  a  recent 
speech  in  Boston,  Vice-President  Dan  Quayle 
announced  on  network  TV  that  he  was  going  to 
refer  to  the  current  downturn  as  the  "Mitchell 
recession."  Why?  Because  the  Democrats,  led 
by  Senate  Majority  Leader  George  J.  Mitchell 
of  Maine,  have  failed  to  enact  capital-gains 
cuts  and  are  hence  responsible  for  the  reces- 
sion. "Mitchell  recession"  does  not  exactly  res- 
onate as  a  convincing  exi)lanation. 
SOAK  THE  RICH?  Democrats,  on  the  other  hand, 
have  seized  on  "middle-class  tax  relief"  as  a  po- 
litical winner.  During  the  1980s,  the  middle 
class  did  indeed  end  up  with  a  net  tax  hike  be- 
cause of  increases  in  payroll  taxes  and  state 
and  local  taxes,  while  those  in  the  top  5%  en- 
joyed significant  real  tax  cuts.  If  the  choice  is 
tax  relief  for  the  rich  vs.  tax  cuts  for  the 
middle  class,  the  middle  class  should  win 
hands  down.  After  being  intimidated  by 
rhetoric  branding  them  as  the  soak-the-rich 
party  throughout  the  1980s,  the  Democrats 
last  year  began  waking  up  to  the  fact  that 
soak-the-rich  might  not  be  bad  politics. 

A  year  ago,  the  Democratic  congressional 
rank  and  file  revolted  against  the  leadership's 
budget  deal,  demanding  revisions  that  did 
more  for  the  middle  class  and  hiked  taxes 
slightly  on  the  well-to-do.  Next,  Representative 
Thomas  J.  Downey  (D-N.Y.)  and  Senator  Al- 


l)ert  Gore  Ji'.  (D-Tenn.)  sponsored  legislatiorl 
that  would  give  tax  relief  to  working  fami 
lies,  substituting  a  refundable  tax  credit  foi 
the  current  personal  exemption.  To  pay  foij 
it,  Downey-Gore  adds  two  new  top  brackets 
On  l)alance,  some  134  million  Americans  woul 
get  a  tax  cut— but  15  million  would  get  in 
creases.  The  plan  would  be  deficit-neutral. 

House  Ways  &  Means  Committee  Chair- 
man Dan  Rostenkowski  (D-Ill.)  initially  resist- 
ed this  approach  as  busting  the  Tax  Reform 
Act  of  1986,  which  he  co-authored,  and  as 
inviting  Christmas-tree  amendments.  But  in 
October,  "Rosty"  offered  his  own  variation  on 
middle-class  tax  relief  paid  for  by  increasing 
taxes  on  the  rich.  Rostenkowski  would  give 
wage  earners  a  $400  credit  against  Social  Se- 
curity taxes  and  pay  for  it  by  adding  new  top 
brackets.  "If  you're  a  middle-class  American 
you  get  a  tax  cut,"  said  Rosty,  the  working- 
man's  friend.  "If  you're  in  the  top  1%,  you 
get  a  tax  increase." 
GLITCHES.  This  approach,  also  deficit-neutral, 
would  arguably  be  stimulative  because  wage 
earners  would  be  more  likely  to  rush  out  and 
spend  the  money— but  at  best  it  would  be 
only  mildly  stimulative  because  it  would  with 
draw  income  from  the  well-off,  who  are  also 
l)retty  fair  spenders.  Even  though  the  Ros 
tenkowski  approach  seems  better  politics- 
and  perhaps  better  economics— than  Dan 
Quayle's,  several  glitches  are  evident.  The 
Democrats  are  by  no  means  united.  Senate 
Finance  Committee  Chairman  Lloyd  Bentsen 
(D-Tex.),  for  one,  is  partial  to  an  approach 
that  would  give  a  little  something  to  every 
body:  individual  retirement  account  (IRA)  in 
ducements  to  boost  .savings,  a  little  help  for 
homeowners,  a  token  children's  tax  credit, 
and  perhaps  even  a  dash  of  capital-gains  relief 
Speaker  of  the  House  Thomas  S.  Foley  ID- 
Wash.),  foi-  another,  has  signaled  that  he  might 
well  split  the  difference  with  the  President 
in  order  to  get  a  bill. 

As  a  recovery  measure,  increased  borrowing 
to  finance  public  investment  would  be  far  bet- 
ter than  either  capital-gains  relief  or  even 
middle-class  relief,  since  all  the  money  would 
directly  stimulate  the  economy.  But  the  coming 
debate  is  unlikely  to  produce  either  clear  po 
litical  choices  or  sound  economic  policies.  Rosty 
is  right  to  be  worried  that  Christmas  is  com- 
ing. With  Congress  and  the  White  House  com- 
peting over  who  can  provide  the  first,  most, 
and  best  tax  relief,  there  is  a  risk  that  the 
eventual  bill  will  muddy  the  differences  be 
tween  the  parties,  cost  the  Treasury  a  lot  of 
money,  and  not  necessarily  even  stimulate  the 
economy.  Everybody,  sing:  Deck  the  halls  with 
boughs  of  folly  Bah,  humbug. 
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ECONOMIC  VIEWPOIN 


For  New  Y)rk  life 
agents,usiiig\\tadows 
IS  a  standaid  policy 


Without  Windows,  we  would  not  have  been 
able  to  accomplish  our  objective. " 


"Ease  of  use  and  performance  were  major 
considerations. " 


"The  system  we  developed  with  Windoivs 
enabled  us  to  improve  agent  productivity. " 

Dick  Nelson,Vice  President,  New  York 
Life,  used  the  Microsoft' Windows  "operat- 
ing system  to  integrate  multiple  applications 
into  a  single  solution.  Now  agents  can  easily 
use  PCs  to  make  presentations  and  under- 
write policies -right  in  a  customer's  home. 

Offer  good  while  subplies  last  and  only  tn  (he  50  United  States  <&)  1991  Microsoft  Corporation  All  nghts  reserred  Printed  in 
and  Canada,  call  1206)  936-8661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Wtndoii-s  is  a  trademark 


"What  it  comes  down  to  is  that  Windows  was 
a  proven  product. " 

For  more  information,  call  (800)  541-1261, 
Dept.  W26,  and  we'll  send  you  a  free  Bill 
Gates  video,  "Windows  at  Work!' 

Miaosoft 

the  U  S.A  In  the  50  Untied  States,  call  1800)  541-1261.  Dept.  W26.  In  Canada,  call  (800)  563-9048.  Outside  the  United  States 
of  Microsoft  Corporation 


7  NOTEBOOK  USERS  WERE  LOCKED  IN  A  ROOM. 
LESS  THAN  4  HOURS  LATER,  6  OF  THEM  WERE  DEAD. 


OK,  uv  didn't  really  k)ck  anyKidy  up.  Rut  an  independent 
laKiratiiry  did  run  PC  Magazine  <.  Battery  Rundnvvnle-st  on 
7  leadinf4  notebook  CDinputers.  And  we're  happy  to  report  that 
Dell  came  in  dead  last. 

In  tact.  Dell's  power  management  system  and  NiMH  battery 
helped  the  320N+  nin  a  full  30  minutes  longer  than  the  nearest 
ciimpetitor.  More  than  enouf^'h  to  i^et  you  through  the  next 
marathon  meeting  or  epic  plane  flight. 


And,  I  'ell  has  hitind  a  way  to  make  your  budget  last  k)nger 
to( ).  The  320N+'s  $2,999  price  is  up  to  a  third  lower  than  most  cif 
the  competition.  And  still  includes  Dell's  award-winning  service 
and  support. 'With  a  toll-free  technical  hotline,  the  innovative 
24-hoLirTechFax  "line,  even  a  full  year  of  on-site  service. Which 
gets  a  trained  technician  right  to  your  home,  office  or  hotel 
room;  usually  hy  the  next  business  day.'^ 

just  what  you'll  expect  from  a  company  that's  become  a 


'Source  Compaq  Computer  Press  Release  1V4/9]  All  other  suggested  retoil  pncescsof  11/5/9]  All  pncesond  specrtications  ore  subject  to  change  without  nohce  '*Pavment  based  on  36-month,  open-end  lease. 
Leasing  arranged  by  Lra^ing  Group,  Inc  In  Canada  and  Mexico,  configurations  and  prices  may  vary  Dell  is  a  registered  trademark  and  TechFax  is  a  service  mark  of  Dell  Computer  Corporation.  1991  J  D  Rawer 
md  Associates*  Computer  End  User  Satistodion  Study  Phase  I  Office  Based  Smoll  to  Medium  Sized  Businesses  Responses  from  Business  End  Users  at  1,784  business  sites  Smoll  to  Medium  Sized  Businesses 


the  most 
erw 


DELL  320N+  $2,999 


i546  million  international  business  in  just  7  years.  And  one 
)f  the  most  awarded  PC  manufacturers  in  the  world. 

So  call  us  and  order  a  Dell  "  320N+  today.  Or  visit 
CompUSA,  the  Computer 
Hiperstore^"  or  Staples,  the  Office 
Hiperstore. 

Either  way,  you  won't  have  to 
le  afraid  ot  dying  any  more. 


DELL 


COMPUTER 


CORPORATION 


TECH  STUFF 
Dell  320N+  20  MHz  i386'"SX  System  t*"  Lease«:  $1 1 2/MO  "     6.8  lbs 
(#"  8'/2X  1 1 "  footprint  flW  Full-travel  keyboard  (#"  4-hour  battery  life  on 
NiMH  battery  t*"  System  includes  60  MB  Hard  Drive,  VGA  Edgelit  LCD, 
4  MB  RAM  fil"  80  MB  Hard  Drive  also  available 

You  cfiarge  less. 


Dell320N-i- 


4:00  Hours 


Toshiba  T2000SXe 


3:21  Hours 


Compaq  LTE386s/20 


3:05  Hours 


Tl  Travelmate  3000 


2:32  Hours 


Zenith  MastersPort  386SL    2:26  Hours 


AST  Premium  Exec. 


2:08  Hours 


IBM  PS/2  Model  L40SX  1 :55  Hours 


Test  in  accordance  with  PC  Magazine's  testing  parameters. 


We  charge  less. 


Dell  320N-f  4  MB  RAM  and  60  MB  Hard  Drive  $2,999 

Toshiba  T2000SXe-4  MB  RAM  and  60  MB  Hard  Drive  $4,178 

Compaq  LTE  386s/20-4  MB  RAM  and  60  MB  Hard  Drive  $4,2971 

Tl  Travelmate  3000-4  MB  RAM  and  60  MB  Hard  Drive  $3,498 
Zenith  MastersPort  386SL-4  MB  RAM  and  60  MB  Hard  Drive    $4, 798 

AST  Premium  Exec -4  MB  RAM  and  80  MB  Hard  Dnve  $3,295* 

IBM  PS/2  Model  L40SX-4  MB  RAM  and  60  MB  Hard  Dnve  $4,545 
*4  MB  and  60  MB  Hard  Drive  retails  for  $400  more  Go  figure. 


Actual  dealer  prices  may  vary. 

SERVICE    AND  SUPPORT 
Nationwide  on-site  lapside  service  contract  included  in  the  system  price 
the  first  year*  at—  Toll-free  technical  support  hotline  mw  Self- 
diagnostic  software  sh—  Free  factory  installation  of  selected  MS-DOS* 
software  applications 

COMPANY  AWARDS 
Dell  has  won  PC  Week  Corporate  Satisfaction  Polls  an  unprecedented  8 
times'A'  Dell  ranked  Best  Personal  Computer  in  Small  to  Medium  Sized 
Businesses  in  the  J, D, Power  and  Associates*  Customer  Satisfaction 
Index  -k  Dell  has  won  PC  World's  1991  World  Class  Award  for  Best 
Service  and  Support/Hardware 


J.D.PpWER 


To  order  call  Please  reference  1 1T12 

800-626^9529 

Mon-Fn  between  7am-9pm  CT,  Sat  8am-4pm  CT,  Sun  10am -3pm  CT  In 
Canada,  (800)668-3021  <^  In  Mexico,  95-800-010-0664  <^  Shipped  with  a 
30-day  no  questions  asked  money-back  guarantee 


! 

were  based  on  oHice  sites  with  between  1  and  499  employees  Best  Personal  Computer  m  Ottice  Based  End  User  Satisfaction  in  Smoll  to  Medium  Seed  Businesses  J,D  Power  and  Associates  is  a  registered  service  marit  of  J. D  Fbwerand  Assockjtes  386 
and  the  Intel  Inside  Logoaretrademorksof  Intel  Corporation.  MS-DOS  ISO  registered  trodemork  of  Microsoft  Corporation  CompUSA,  The  Computer  Superstore,  isasen/ice  mark  of  CompUSA,  Inc  Dell  disclaims  propnetory  interest  in  the  marks  and 
nomes  ol  others  -  Service  provided  by  third  party  sen/icer  On-site  seivice  may  not  be  available  in  certain  remote  locations  Shipping,  handling  and  applicable  soles  tax  not  included  in  the  pnce  ©1991  Dell  Computer  Corporation  All  nghts  reserved 
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Qinomic  Trends 


ENE  KORETZ 


WILL  DIRECT  FOREIGH 
INVESTMEHT  HELP 
ON  THE  TRADE  FRONT? 


Although  fears  al)out  the  economic 
effects  of  growing  foreign  owner- 
ship of  U.  S.  companies  are  hardly  sub- 
siding, most  economists  argue  that  such 
cross-country  direct  investment  is  a 
"positive  sum  game,"  benefiting  foreign 
investor  and  host  country  alike.  Foreign 
companies,  they  say,  have  not  only  pro- 
vided the  U.  S.  with  vital  investment 
funds  but  also  have  boosted  the  com- 
petitiveness of  their  U.  S.  affiliates 
through  enhanced  capital  spending  and 
transfers  of  technology  and  exi)ertise. 

While  this  implies  an  eventual  posi- 
tive effect  on  the  U.  S.  trade  balance,  a 


FOREIGN-OWNED  FIRMS: 
A  KEY  TO  THE  TRADE  DEFICIT 


MERCHANDISE  TRADE  DEFICITS 


■81    82  '83 
A  BILLIONS  OF  DOLLARS 


85    '86  87 
•COMPAKIES  LOCATED  IK  U  S  WITH 
AI  LEAST  10%  FOREIGN  OWNERSHIP 


DATA:  COMMERCE  DEPT. 


I'ecently  released  Commerce  Dept.  re- 
view of  foreign  direct  investment  trends 
in  the  U.  S.  provides  scant  evidence  of 
such  an  effect.  As  the  chart  indicates, 
U.S.  affiliates  of  foreign  companies 
(American  companies  with  at  least  10% 
foreign  ownership)  have  accounted  for 
an  ever-rising  share  of  the  merchandise 
trade  deficit-hitting  78%  by  1989,  the 
last  year  for  which  data  are  available. 

To  be  sure,  much  of  the  deficit  is  re- 
lated to  a  rise  in  imports  by  wholesale 
affiliates  of  foreign  companies— presum- 
ably purchased  or  set  up  expressly  for 
that  puipose.  Still,  foreign  manufactmnng 
companies  in  the  U.  S.,  especially 
Japanese-owned  ones,  continue  to  run 
trade  deficits.  A  recent  study  by  James 
Orr  of  the  Federal  Reserve  Bank  of 
New  York,  for  example,  estimates  that 
in  1990,  four  industries  with  heavy  for- 
eign direct  investment— autos,  steel, 
chemicals,  and  electronics— ran  trade 
deficits  with  their  primary  investing 


countries  that  ecjualed  42%  of  the  en- 
tire U.  S.  merchandise  trade  deficit. 

Many  economists  think  this  pattern 
will  inevitably  change  as  foreign  affiliates 
grow  increasingly  competitive.  Com- 
merce reports  that  such  affiliates  spend 
far  more  than  their  domestic  counter- 
parts on  plant  and  equipment— $12,200 
per  worker  in  1988,  for  example,  com- 
pared with  a  manufacturing  average  of 
$8,400.  They  also  invest  more  on  re- 
search and  clevelopment  and  post  faster 
growth  in  output. 

The  problem  is,  foreign-affiliated  man- 
ufacturers tend  to  purchase  inputs  from 
abroad.  According  to  a  study  published 
by  the  Institute  for  International  Eco- 
nomics a  few  years  ago,  the  average 
foreign  company  buys  more  than  twice 
the  value  of  impoi'ted  inputs  per  work- 
er—capital goods,  supplies,  components— 
than  the  average  U.  S.  company,  and 
Japanese  manufacturers  import  more 
than  four  times  as  much. 

The  Fed  of  New  York's  Orr  predicts 
that  this  dependence  on  foreign  suppliers 
will  decline  over  time  as  the  enhanced 
competitiveness  of  foreign-affiliated  man- 
ufacturers leads  to  a  growing  displace- 
ment of  imports  and  expansion  of  ex- 
ports. By  1995,  he  says,  the  surge  in 
foreign  direct  investment  in  U.  S.  man- 
ufacturing operations  in  the  late  1980s 
could  result  in  a  $25  billion  improve- 
ment in  the  trade  l)alance  from  its  pro- 
jected level  without  such  investment. 

If  an  improvement  fails  to  materialize, 
of  com'se,  the  clamor  by  protectionists  io 
stem  the  foreign  investment  tide  may 
well  grow  louder.  But  the  issue  is  al- 
ready losing  some  urgency.  Commerce 
i-ei)orts  that  such  direct  investment  in- 
creased by  only  $30  billion  in  1990,  less 
than  half  the  average  increase  during 
the  previous  three  years,  and  the  slow- 
down appears  to  be  continuing. 


AGING  BABY  BOOMERS: 
A  BIGGER  IMPACT 
ON  ELECTION  DAY 


Demographic  trends  may  help  trans- 
late economic  woes  into  votes  in 
the  coming  Presidential  election.  An 
issue  of  The  Numbers  News  earlier  this 
year  noted  that  the  "middle-aging  of  the 
baby  boom  implies  that  unemployment 
isn't  for  kids  anymore."  Back  in  the  re- 
cession of  1982,  only  26%  of  unemployed 
workers  were  30  to  44.  But  this  age 
gi-oup  now  comprises  40%  of  workers, 
and  its  share  of  the  jobless  last  year 
moved  up  to  a  third. 

From  the  standpoint  of  the  electorate, 
the  significance  of  the  aging  trend  of 
the  population  is  that  the  percentage  of 


people  voting  tends  to  rise  as  they  age. 
In  the  last  Presidential  election,  for  ex- 
ample, voter  turnout  among  persons  W\ 
to  24  was  reportedly  36%;  for  those  30 
to  44,  58%;  and  for  those  45  to  64,  68% 
In  short,  more  people  are  likely  to  reg- 
ister their  satisfaction— or  dissatisfac- 
tion—with their  economic  situations  than 
ever  before. 


THE  SMALL-BUSINESS 
JOB  MACHINE  MAY 
HAVE  RUN  OUT  OF  GAS 


Small  businesses  are  starting  to  lose 
faith  in  a  near-term  recovery.  The 
National  Federation  of  Independent  Busi 
ness  reports  that  small  business  opti 
mism,  which  surged  dramatically  last 
spring  and  slipped  moderately  during 
the  summer",  continued  to  decline  in  Oc- 
tober and  November. 

More  ominous  is  the  survey's  tally  on 
hiring.  NFLB  economist  William  C 
Dunkelberg  notes  that  small  business- 
es were  net  job  creators  from  April 
through  the  summer,  but  have  since 
been  net  job  losers.  "The  job-generat- 
ing power  of  small  firms,  which  account 
for  the  bulk  of  employment  gains  in  the 
economy,"  he  says,  "is  back  in  reverse. 


WHERE  EMPIOYERS  CAN 
FIND  SANCTUARY 
FROM  MEDICAL  BILLS 


There's  a  simple  way  for  individuals— 
or  employers— to  reduce  the  escalat- 
ing cost  of  medical  insurance:  Relocate 
to  a  city  where  medical  bills  are  low. 

According  to  a  recent  survey  of  typi 
cal  group  health  insurance  packages  for 
a  worker  and  his  dependents  by  actuar- 
ial consultants  Milliman  &  Robertson 
Inc.,  "the  differences  in  medical  costs 
throughout  the  country  are  staggering." 
Based  on  data  provided  by  major  gi-oup 
health  insurance  underwriters  for  the 
nation's  400  largest  metropolitan  areas, 
the  firm  found  that  such  costs  are  more 
than  twice  as  high  in  the  most  expensive 
city,  Los  Angeles  ($7,577  a  year  per 
worker),  as  in  the  least  expensive  city 
Glens  Falls.  N.Y.  ($3,197).  The  national 
average  is  $4,380  per  worker. 

Of  the  10  highest-cost  cities,  seven 
ai'e  in  California  and  three,  including 
Miami,  are  in  Floi'ida.  As  for  New  York 
Boston,  and  Chicago,  they  rank  19,  51 
and  58,  respectively,  registering  costs 
39%,  17%,  and  14%  above  the  national 
average.  The  10  least  expensive  areas 
were  smaller  cities  in  New  York,  Wis- 
consin, and  North  Carolina. 
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ECONOMIC  TREND 


WE  CAN  SEE  BY  YOUR  FACE  THAT 
YOU'VE  PRICED  THE  NEW  CAMRY 


SlZOOOforaCamryLE'^Yikes. 

What  you  need  is  a  dose  of  reality.  Like 
the  Nissan'  Stanza'  XE.  k  has  just  about  every- 
thing you've  ever  wanted  in  a  family  sedan. 
Like  a  Value  Option  Package  that  includes  air 
conditioning,  AM/FM  stereo  cassette,  cruise 
control  and  power  windows  and  door  locl<s. 
More  headroom  and  a  much  mo-e 


powerful  standard  engine  than  Camry.Tradi- 
tionally  high  resale  value.  And  up  to  $1,000 
in  factory-to-dealer  incentives  can  help  make 
it  yours  for  under  $15,000*  That's  up  to 
$2,600**less  than  you-know-who. 

So  after  you've  gotten  over  the  Camry 
sticker  shock,  come  see  Stanza.  But  first,  do 
•-^^^    something  about  your  hair 


THE  NISSAN  STANZA.  STILL  UNDER  $15,000. 


NISSAN 


BUILT  FOR  THE 
HUMAN  RACE.' 


Smair  people  always  read  the  fine  print  And  diev  always  wear  their  seat  belts  *M  SR  P  excluding  tide,  taxes,  license  and  destination  charges 
Incentive  available  for  a  limited  time  Dealer  participation  may  affect  cost  ''Comparison  based  on  Stanza  XE  with  Value  Option  Package  with  automauc 
transmission  to  Camry  LE  Actual  price  difference  without  incentive  SI.608  Differences  in  destination  charges  may  affect  price  comparison 


What  a  powerful  world. 

ooksa 

At  Samsung  Electronics  creating  a  better  world  is  a  tradition. 
A  world  where  people  have  the  power  and  the  freedom  to 
develop  their  own  creativity.  Today,  Samsung  Electronics 
continues  this  tradition  by  investing  over  US$  700  million 

Samsung  Electronics:  Joong  Ang  Daily  News  BIdg  .  7,  Soonwha  Dong,  Choong  Ku. 
jOOuI.  Korea    Tel  (02)  751-6114    Tlx  SAMSAN  K25088,  K22226    Fax  (02)  751-6064 


annually  in  research  and  development.  All  four  Samsun 
Electronics  divisions  are  dedicated  to  inventing  and  improvin 
technologies  that  make  our  lives  easier  and  healthier  Ste 
up  to  the  world  of  Samsung  Electronics  and  enjoy  the  powe 

^  SAMSUNG 

Electronics 

Technology  that  works  for  life. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


NEW  NUMBER! 
SAME  SAD  STORY 


On  Dec.  3,  White  House  chief  economist  Michael 
J.  Boskin  admitted  that  in  recent  months  "the 
economy  has  turned  quite  a  bit  more  sluggish." 
Translation:  The  recovery  hit  a  brick  wall  last  summer, 
and  the  new  risks  for  the  next  couple  of  quarters  are 
either  stagnation  or  renewed  recession. 

Clearly,  if  the  economy  was  in  a  recovery,  it  isn't  any 
more.  The  reason:  The  post-Desert-Storm  rebound  failed 
to  generate  growth  in  jobs  and  incomes  sufficient  to 
sustain  consumer  demand.  Now,  the  recovery  process 
that  started  to  come  together  last  spring  is  coming  un- 
glued.  Inventories  aren't  so  lean  any  more,  and  the 
upturn  in  factory  orders  and  production  has  gone  flat. 

The  Commerce  Dept.'s  re- 
vised numbers  on  third-quarter 
economic  growth  highlight  the 
current  quarter's  problems. 
Real  gross  domestic  product 
rose  at  an  annual  rate  of  only 
1.7%  last  quarter,  instead  of 
2.5%  as  first  reported.  Growth 
was  lower  despite  a  much  larg- 
er contribution  from  inventory 
growth  than  originally  thought. 
However,  final  sales  fell  0.9% 


THE  ECONOMY'S 
NEW  LOOK 
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instead  of  rising  0.7%'.  Consumer  spending  and  business 
investment  were  revised  sharply  lower. 

Commerce's  latest  report  included  another  of  its  re- 
writes of  history.  From  now  on,  the  government  will 
measure  economic  growth  using  gross  domestic  product 
instead  of  gross  national  product.  GDP  captures  growth 
within  U.  S.  borders,  while  GNP  includes  U.  S.  operations 
abroad.  The  two  measures  are  virtually  the  same. 

Also,  the  government  included  its  annual  benchmark 
revisions  and  switched  to  a  base  year  of  1987,  from  1982, 
for  indexing  prices.  After  this  makeover,  the  recession 
looks  a  little  deeper.  The  recovery,  while  more  clearly 
visible,  still  looks  unimpressive  (chart). 

DETROIT  The  third-quarter  GDP  data  imply  that 
'S  IN  production  ran  ahead  of  demand,  and 

TROUBLE —  spending  off  to  a  weak  start  this 

AGAIN  quarter,  pressure  to  cut  back  output  is 

building.  Already,  sagging  car  sales  have  forced  U.  S. 
auto  makers  to  slash  their  first-quarter  production 
schedules  to  a  pace  comparable  to  the  recessionary  level 
in  the  first  quarter  of  1991.  That's  sure  to  be  a  big  drag 
on  economic  growth  next  quarter. 

But  it's  not  just  carmakers  that  are  under  pressure. 
Factory  orders  for  durable  goods  rose  3%  in  October,  but 


they  had  fallen  4.2%'  in  September  and  4.1%-  in  August. 
And  orders  began  the  fourth  quarter  well  below  the 
third-quarter  average. 

Things  didn't  look  much  brighter  in  November,  accord- 
ing to  the  National  Association  of  Purchasing  Manage- 
ment. The  NAPM's  index  of  industrial  activity  fell  to 
50.1%'  last  month,  the  second  consecutive  drop  (chart). 
Since  a  reading  of  50%  is  the  dividing  line  between 
expansion  and  contraction  in  manufacturing,  the  index 
says  that  the  factory  sector  has  stopped  growing. 

The  NAPM  said  that  weaker 
production  and  a  third  consecu- 
tive easing  in  new  orders  sug- 
gests anemic  growth  for  the  im- 
mediate future.  Some  members 
indicated  that  inventories  were 
higher  because  output  and  or- 
ders were  lower  than  expected. 
And  some  said  that  recently  an- 
nounced price  hikes  were  either 
rescinded  or  delayed,  indicating 
weakening  demand. 


INDUSTRIAL  ACTIVITY 
LOSES  MOMENTUM 
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DATA:  NATIONAL  ASSOCIATION  OF  PURCHASING 
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The  recovery's  struggle  is  best  captured  by  the  gov- 
ernment's index  of  coincident  indicators.  This  composite 
of  industrial  production,  employment,  incomes,  and  busi- 
ness sales  fell  0.2%  in  October,  and  it  has  been  sliding 
lower  since  hitting  a  peak  in  July  (chart,  page  24).  The 
index  has  now  lost  a  third  of  the  gain  it  had  made  from 
March  to  July,  and  it  shows  that  economic  activity  began 
the  fourth  quarter  below  the  third-quarter  level. 

Moreover,  the  index  of  leading  indicators  suggests  no 
improvement  for  a  while.  This  forward-looking  gauge 
edged  up  only  0.1%-  in  October,  after  dipping  0.1%  in 
September,  and  it  is  no  higher  than  it  was  in  July. 

The  recovery's  problems  may  force  the  Federal  Re- 
serve into  action  again.  The  Fed's  latest  regional  survey 
of  business  conditions  reported  "flagging  momentum  in 
the  economic  recovery  in  October  and  early  November." 
The  report  fuels  speculation  that  the  Fed  will  vote  at  its 
policy  meeting  on  Dec.  17  to  cut  interest  rates  further. 

CONSUMERS  The  economy's  future  hinges  on  consum- 
CRAWL  ers,  since  their  spending  supports  two- 
"'T®  thirds  of  output.  The  trouble  is,  it  looks 

A  HOLE  j£  consumers  plan  to  hibernate  this 

winter.  They  have  plenty  of  reasons:  few  new  jobs,  weak 
income  growth,  debts  that  are  becoming  harder  to  repay, 
and  the  lowest  confidence  level  in  more  than  a  decade. 

The  chief  problem  is  weak  income  growth.  Personal 
income  rose  by  0.2%  in  October,  but  special  payouts 


BUSINESS  WEEK/DECEMBER  16,  1991  23 


inessOutloo 


;>:.iLiuii!g  farm  subsidies  and  bonus  payments  to  auto 
workers  pushed  up  earnings.  Excluding  all  unusual  fac- 
tors, personal  income  fell  by  0.17f  . 

Wages  and  salaries  were  down  in  October,  as  was 
interest  income.  Not  surprising  in  this  stalled  economy, 
the  fastest-growing  segment  of  income  is  government 
transfer  payments.  They're  up  almost  107(  from  last 
year.  And  such  income  will  get  a  further  boost,  probably 
in  December,  as  those  qualifying  for  extended  jobless 
benefits  start  to  receive  unemployment  checks  again. 

Still,  today's  growth  in  earnings  is  too  tepid  to  support 
much  new  spending  in  coming  months.  After  accounting 
for  taxes  and  inflation,  real  disposable  income  rose  just 
O.rX  in  October.  And  that  came  after  no  growth  in  the 
third  quarter.  Before  the  government's  revisions,  real 
income  had  shown  a  2%  gain,  at  an  annual  rate. 

It's  little  wonder,  then,  that 
real  consumer  spending  fell  by 
0.4%  in  October.  Also,  Septem- 
ber's data  were  revised  down  to 
show  only  a  0.4%  gain,  instead 
of  the  previously  reported  0.6%' 
rise.  This  means  that  spending 
began  the  fourth  quarter  about 
1%'  below  its  third-quarter  pace, 
at  an  annual  rate. 

Judging  by  November  car 
sales,  consumer  spending  hasn't 


THE  RECOVERY  RAN 
OUT  OF  GAS  IN  JULY 
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snapped  out  of  its  October  doldrums.  Sales  of  U.  S.-made 
cars  picked  up  a  bit  in  late  November,  but  the  monthly 
total  languished  at  the  October  pace  of  about  6  million. 

A  reversal  of  what  looks  like  a  new  round  of  retrench- 
ment by  consumers  will  not  be  easy  in  the  face  of  slack 
hiring,  meager  pay  raises,  and  low  confidence.  Also, 
households  have  a  huge  pileup  of  past  borrowings  that 
must  be  repaid  and  little  savings.  Consumers  socked 
away  just  4.4%  of  their  disposable  income  in  October. 

Also,  a  growing  number  of  households  are  unable  to 


repay  their  existing  debts.  According  to  the  Mortgage 
Bankers  Assn.,  the  percentage  of  mortgages  thati 
haven't  been  paid  in  90  days  or  more  jumped  to  0.85%'  in 
the  third  quarter,  from  0.78%-  in  the  second.  These  delin- 
quencies are  usually  precursors  of  foreclosures. 

FALLING        Mortgage  problems  are  rising  despite 
RATES  DO      falling  interest  rates.  And  lower  borrow- 
LITTLE  FOR     j^g  costs  aren't  attracting  as  many  buy- 
BUILDING      gj.g      jj-,  pg^gi-  upturns.  In  October,  new 
single-family  homes  sold  at  a  513,000  annual  rate,  up 
2.2%'  from  September  (chart).  And  the  September  sales 
pace  was  revised  upward  to  502,000,  from  the  disastrous 
446,000  first  reported.  That  change  suggests  that  hous- 
ing isn't  in  as  much  trouble  as  thought  a  month  ago. 

But  sales  are  not  showing  the  same  momentum  as  in 
the  past.  For  example,  the  last  time  30-year  fixed  mort- 
gages rates  fell  below  9% ,  back  in  1977,  new  homes  were 
selling  at  a  vibrant  800,000  annual  rate. 

Builders  have  kept  the  supply 
of  unsold  homes  lean,  and  so 
housing  starts  are  still  climbing. 
But  until  home  buying  shows 
more  strength,  the  building  in- 
dustry won't  add  much  support 
to  this  economy.  Construction  is 
recovering,  but  it  has  a  long 
way  to  go.  Construction  spend- 
ing rose  1%'  in  October,  to  an 
annual  rate  of  $411.5  billion. 
But  outlays  are  5.3%-  below 


NOT  MUCH  HEADWAY 
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year-ago  levels,  which  were  2%  below  the  previous  year. 

Unlike  the  rest  of  the  economy,  the  building  industry 
has  improved  since  the  summer.  Real  outlays  are  up  at 
an  annual  rate  of  10.6%  since  July.  However,  it  was 
consumers  who  threw  up  the  brick  wall  that  stymied  the 
recovery.  And  the  economy  cannot  move  forward  until 
consumers  are  ready — and  able — to  tear  the  wall  down. 


PRODUCER  PRICE  INDEX 


Thursday,  Dec.  IJ,  8:30  a.m. 
Producer  prices  of  finished  goods  proba- 
bly edj^cd  u])  by  just  0.27'  in  November, 
according  U>  economists  surveyed  by 
MM.S  International,  a  division  of  McGraw- 
Hill  Inc.  Prices  had  jumped  an  unexpect- 
edly large  0.7' '  in  October,  because  of  a 
runup  in  energy  prices  and  problems  in 
the  seasonal  adjustment  of  prices  of  con- 
sumer durable  goods.  As  a  result  of  the 
adjustment  quirk,  producer  prices,  ex- 
cluding food  and  energy,  surged  by  0.5% 
m  October.  However,  the  MMS  consensus 
expects  that  nonfood,  nonenergy  prices 
rose  by  only  0.2%  in  November.  Even 
with  the  jump  in  October,  inflation  at 
the  producer  price  level  is  exceedingly 


tame.  Prices  are  unchanged  from  a  year 
ago. 

RETAIL  SALES  

Thursday,  Dec.  12,  8:30  a.m. 
Retail  sales  were  little  changed  in  No- 
vember, says  the  MMS  report.  In  Octo- 
ber, they  fell  by  0.1%'.  The  November 
weakness  is  suggested  by  falling  car 
sales.  However,  even  excluding  auto 
sales,  store  receipts  are  expected  to  rise 
only  0.17  in  November,  after  no  change 
in  October.  Nonauto  retail  sales  haven't 
increased  since  July. 

CONSUMER  PRICE  INDEX  

Friday.  Dec.  IS.  8:30  a.m. 

Consumer  prices  likely  rose  by  0.37  in 

November,  after  edging  up  0.17  in  Octo- 


ber. The  MMS  consensus  is  that  the  core 
consumer  price  index,  which  excludes 
food  and  energy,  also  advanced  by  0.3%', 
after  a  mere  0.17  gain  in  October. 

BUSINESS  INVENTORIES  

Friday,  Dec.  13,  10  a.m. 
Inventories  held  by  manufacturers,  re- 
tailers, and  wholesalers  probably  grew 
by  0.27  in  October.  That  would  be  a 
slower  accumulation  than  the  0.67"  in- 
crease posted  in  September.  In  that 
month,  retail  stock  levels  jumped  1.5%' — 
an  ominous  turn  because  stores  were 
trying  to  keep  inventories  in  check  be- 
fore the  onset  of  the  holiday  shopping 
season.  Business  sales  were  likely  to  be 
up  by  0.2%  in  October,  after  rising  0.6% 
in  September. 
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Imagine  working 
in  a  place 
where  everyone 

treats  you  like  family. 
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Like  many  people,  you  may  have 
discovered  that  vfnir  favorite  place  to  do 
hiisiiK^ss  is  right  in  your  own  backyard. 
The  IBM  PS/ 1™  is  perfect  for  you.  It  runs 
the  software  you  need  for  extra  office 
work  or  your  small  business — including 
Lotus®  1-2-3®  and  WordPerfect."  Some 
models  even  come  with  386 ™S\  power 
and  Microsoft"  Windows"  built  in. 
The  PS/I  is  expandable,  so  it  can  grow 
with  your  needs.  And  because  it's 
from  IBM.  its  compatible  with  most 
business  computers. 

But  the  PS/1  fits  into  your  life,  too.  Its 
remarkably  easy  to  set  up  and  use.  Prices 
start  as  low  as  $999.*  Best  of  all,  it  comes 
with  the  service  and  support  you  can  expect 
oidv  from  IBM.  Not  to  mention  the  sup- 
port you'll  get  Irom  the  people  around  you. 
For  a  store  near  you,  call  1  800  IBM-3377. 


PS/1 

Because  you  dont  just  have  a  job.  You  have  a  hfe. 


"Prices  may  change  Retail  prices  may  vary  IBM  is  a  registered  trademark  and  PS/1 
a  trademark  ot  International  Business  Machines  Corporation.  WordPerfect  is  a  registered 
trademark  of  WordPerfect  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus 
Development  Corporation  386  is  a  trademark  of  Intel  Corporation  Microsoft  is  a  registered 
trademark  and  Windows  a  trademark  of  Microsoft  Corporation  ©1991  IBM  Corp 
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GIOBAL 
CHILL 


NOW,  EVERY  INDUSTRIALIZED  NATION  IS  SLOWING 


Pessimism  is  contagious.  And  right 
now,  ail  tiie  industrialized  world 
seems  to  have  caught  the  gloom. 
A  nascent  summer  rebound  in  the 
U.  S.  economy  stalled  as  companies 
slashed  payrolls.  Now,  Germany  and  Ja- 
pan foresee  little  economic  growth  in  the 
second  half.  Britain's  recovery  hopes  are 
dimming  as  housing  repossessions  by 
banks  reach  new  highs.  France  is  sliding 
downward,  and  in  Canada,  signs  of 
strength  are  nearly  invisible.  As  Nancy 
R.  Lazar,  economist  at  International 
Strategy  &  Investment  Group  Inc.,  puts 
it:  "At  the  moment,  it's  hard  to  find  an 
engine  of  growth  anywhere  in  the 
world." 

What's  going  on?  In  two  words,  tight 
money.  Inflation-fighting  central  banks 
in  Germany  and  Japan  have  pushed  up 
interest  rates,  squeezing  growth.  The 
(jermans  are  firm  in  their  high-interest- 
rate  stance  for  now.  But  with  the  world 
economy  weakening,  central  bankers, 
first  in  the  U.  S.  and  Canada,  more  re- 
cently in  Japan,  are  starting  to  reverse 
course  and  show  a  "bias  toward  further 
monetary  easing  and  lower  interest 


rates,"  says  William  P.  Sterling,  manag- 
er of  international  economics  at  Merrill 
Lynch  &  Co.  Trouble  is,  that  change  in 
course  won't  help  soon.  At  best,  the  in- 
dustrialized world  may  eke  out  f/J  to  27' 
growth  next  year. 

That's  bad  news  for  U.  S.  businesses, 
which  have  been  counting  on  exports  to 
plug  the  hole  in  domestic  demand.  And 
with  all  the  industrialized  countries  hav- 
ing become  more  dependent  on  foreign 
trade  over  the  past  10  years  (chart),  a 
slowdown  these  days  comes  without  bor- 
ders. "A  lot  of  the  current  country  fore- 
casts are  counting  on  an  acceleration  in 
exports  to  boost  growth,"  frets  Richard 
Freeman,  chief  economist  at  Imperial 
Chemical  Industries  PLC,  the  mammoth 
British  chemical  company.  "I  can't  see 
where  in  hell  the  export  surge  is  going 
to  come  from." 

PROTECTIONIST  PATH.  The  upshot:  With 
almost  evrry  industrialized  nation's 
economy  weakening  and  the  former  So- 
viet empire's  economies  crumbling  fast, 
a  full-scale  global  recession  becomes  a 
risk.  And  if  economies  don't  bounce  back 
soon,  politicians  may  begin  erecting 
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trade  barriers — just  as  they  did  early  in 
the  Great  Depression.  "In  a  stagnant 
world  economy,  protectionism  in  a  vari- 
ety of  forms  is  a  major  economic  risk," 
says  Gail  Fosler,  chief  economist  at  the 
Conference  Board.  Protectionism  could 
lead  to  a  global  contraction. 

Bright  spots  exist,  no  question.  Mexi- 
co has  been  expanding  at  a  4.57<;  rate 
this  year.  Latin  America  as  a  whole 
could  grow  57'  in  1992.  The  Asia-Pacific 
area,  excluding  Japan,  should  still  man- 
age a  healthy  67'  pace  next  year.  Just 
the  same,  none  of  these  areas  has  the 
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AS  ECONOMIES  INTERTWIN 
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S.  CAN'T  COUNT  ON  EXPORT  GROWTH  TO  MAKE  W  FOR  SLUGGISHNESS  AT  HOME 


left  to  get  the  world  economy  moving 
igain,  says  Eric  Taze-Bernard,  senior 
economist  at  Banque  Indosuez  in  Paris. 

The  global  economy  is  in  a  much 
;ougher  spot  than  many  expected  only  a 
few  months  ago.  Slowing  growth  in  Ger- 
Tiany  and  Japan  was  supposed  to  be 
)ffset  by  a  sustained  recovery  in  the 
LJ.  S.,  Canada,  and  Britain,  all  of  which 
ivent  into  recession  much  earlier.  Over- 
ill,  the  world  economy  should  have 
chugged  merrily  along  as  different  coun- 
;ries  went  in  and  out  of  their  business 
cycles  at  different  times. 


But  the  recoveries  in  the  English- 
speaking  world  have  turned  out  to  be 
much  weaker  than  expected,  while  the 
downturns  in  Europe  and  Japan  may 
very  well  be  deeper.  The  German  engine 
of  growth  is  wheezing:  The  economy  is 
expected  to  grow  at  a  3.3%  rate  for  all  of 
1991,  but  only  l.87(  next  year,  according 
to  Hans-Jiirgen  Meltzer,  economist  at 
Deutsche  Bank  in  Frankfurt. 

Right  now,  German  output  may  actu- 
ally be  falling  as  the  economy  stumbles 
under  the  burden  of  high  interest  rates, 
slowing  exports,  and  the  huge  costs  of 


reunification.  Recent  union  wage  settle- 
ments, such  as  the  6.77'  increase  negoti- 
ated by  Volkswagen's  employees  and 
the  87  gain  for  brewery  workers,  have 
raised  fears  of  a  wage-price  spiral.  Ger- 
many's central  bankers  seem  set  to  keep 
interest  rates  up  until  inflation  comes 
down  from  its  expected  peak  of  57  early 
next  year. 

PROFIT  SQUEEZE.  With  Other  European 
countries  yoked  to  Germany's  monetary 
policy,  they  are  being  forced  to  keep 
their  interest  rates  high  as  well.  France, 
for  example,  tried  to  stimulate  its  mori- 
l)und  economy  by  cutting  interest  rates 
un  Oct.  18.  A  month  later,  after  the 
Krench  franc  plummeted  against  the 
( lerman  mark,  it  was  forced  to  raise 
rates  once  again.  Britain,  too,  is  being 
laced  with  the  unpleasant  prospect  of 
raising  interest  rates,  even  though  un- 
employment is  at  8.77  and  still  rising. 
Many  smaller  European  countries  are 
hurting,  too. 

While  Europe  slows  down,  so  does  Ja- 
pan. The  stock  market  is  down  4.97 
since  last  January.  Corporate  bankrupt- 
cies are  at  record  levels,  banks  are  pull- 
ing back,  and  third-quarter  pretax  prof- 
its are  down  12%  compared  with  a  year 
ago.  Since  July,  the  economy  actually 
may  have  contracted,  estimates  Tetsuo 
Tsukimura,  chief  economist  at  Smith 
Barney,  Harris  Upham  International 
Inc.  in  Tokyo.  Many  economists  expect 
27  growth  or  less  in  1992. 

Sluggish  growth  overseas  is  darken- 
ing the  U.  S.  outlook.  Without  export 
growth,  the  gross  domestic  product 
would  have  declined  by  1.1%  over  the 
past  year,  almost  twice  its  actual  0.97 
drop.  That  export  support  now  figures 
to  wane  in  coming  months,  especially  as 
Canada  and  Europe,  which  take  about 
half  of  U.  S.  exports, 
slow.  The  global 
slowdown  may  drag 
down  corporate  prof- 
its next  year,  since 
more  than  a  fifth  of 
profits  flow  from  op- 
erations abroad. 

And  as  economies 
slump  further,  the 
risk  grows  that  each 
nation  or  regional 
trading  bloc  will  try 
to  boost  exports  at 
another's  expense. 
Over  the  past  six 
months,  real  imports 
to  the  U.  S.  have 
surged  at  an  annual 
rate  of  187o,  raising 
suspicions  that  some 
foreign  companies 
are  boosting  ship- 


SIDWER  GROWTH  ABROAD  MAY  DAMP  A  REBOUND  IN  THE  US. 
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tiio  the  U.  S.  to  offset  weakness 
:ti  liuiiie.  "Japan  is  becoming  far  more 
export-aggressive,"  says  Roger  Kubar- 
ych,  manager  at  Henry  Kaufman  &  Co. 
Since  May,  Japan's  monthly  trade  sur- 
plus with  the  U.  S.  has  grown  by  72%. 

To  spur  their  economies  and  defuse 
protectionist  pressures,  many  central 
bankers  have  already  begun  encourag- 
ing lower  rates.  And  most  have  room  to 


ease  further  as  inflation  heads  lower. 
Since  January,  the  Federal  Reserve  has 
cut  short-term  rates  by  a  third,  and  Can- 
ada's central  bank  has  also  slashed  rates 
since  mid-1990.  The  Bank  of  Japan  re- 
cently relaxed  monetary  policy,  and  fur- 
ther easing  lies  ahead.  The  Germans, 
ever  fearful  of  inflation,  will  be  last.  But 
if  prices  don't  flare  up,  they  should  soft- 
en their  tight-money  stance  soon. 


Lower  interest  rates  won't  be  in  vair^ 
With  a  little  luck,  world  growth  will  kic| 
into  gear  sometime  later  in  the  year.  Bui 
around  the  gloomy  globe,  the  comin 
winter  is  looking  rather  chilly. 

By  Christopher  Farrell  and  Michael 
Mandel,  with  John  Templeman  in  Bon 
■Robert  Neff  in  Tokyo,  Mark  Maremont  i 
London,  Stewart  Toy  in  Paris,  and  burea 
reports 


Commentary/by  Karen  Pennar 

IT'S  TIME  FOR  THE  GROUP  OF  SEVEN  TO  ACT  AS  A  GROUP 


Growth  rarely  happens  as 
planned  or  hoped.  Today,  all 
three  of  the  industrialized 
world's  powerhouses  are  weak  or 
weakening  and  the  global  economic 
outlook  is  dimming.  Already,  some 
economists  are  calling  for  a  coordinat- 
ed response  to  the  widening  slump. 
That  call  should  be  heeded,  despite  the 
difficulty  that  government  officials 
have  had  in  building  consensus  across 
borders.  The  alternative — inaction  or 
overreaction — carries  too  many  risks. 

As  recently  as  the  1970s,  cooperation 
meant  that  the  U.  S.  took  the  lead  in 
spurring  growth  by  easing  m.onetary 
and  fiscal  policies,  while  Germany  and 
Japan  followed  reluc- 
tantly, hoping  to  gar- 
ner the  fruits  of 
growth  without  the 
penalty  of  rising 
prices.  The  strains  of 
the  1980s,  though, 
and  the  growing  heft 
of  America's  major 
competitors,  culmi- 
nated in  more  genu- 
ine cooperation.  The 
Group  of  Seven  in- 
dustrialized nations 
collaborated  in  1985 
in  bringing  the  dollar  down  from  its 
lofty  heights,  and  West  Germany,  Ja- 
pan, and  the  U.  S.  coordinated  a  series 
of  interest-rate  cuts  in  1986.  But  the 
financial  markets  weren't  always  con- 
vinced, and  for  domestic  reasons  offi- 
cials haven't  always  wanted  or  been 
able  to  deliver  the  policy  changes  need- 
ed to  correct  economic  imbalances.  So 
seizures  such  as  the  October,  1987, 
stock  market  collapse  have  struck. 
DANGEROUS  SHOCKS.  Still,  however 
flawed,  cooperation  may  be  better  than 
the  alternative — the  chaotic  and  unbri- 
dled pursuit  of  self-interested  national 
economic  policies.  "It's  time  for  the  G-7 
to  go  back  to  what  they  were  doing  in 
1986  and  coordinate  a  series  of  inter- 


est-rate cuts,"  says  C.  Fred  Bergsten, 
director  of  the  Institute  for  Interna- 
tional Economics  in  Washington.  Ger- 
many, he  says,  should  couple  monetary 
easing  with  fiscal  tightening,  because 
assistance  to  the  eastern  part  of  the 
country  has  pushed  the  budget  deficit 
up.  Japan,  meanwhile,  could  afford 
both  monetary  and  fiscal  ease,  since 
the  combined  national  and  local  bud- 
gets there  are  in  surplus.  The  U.  S.,  for 
its  part,  should  keep  cutting  rates.  Oth- 
erwise, says  Bergsten,  the  global  econ- 
omy will  remain  sluggish  at  best. 

More  worrisome,  a  shock  could  send 
it  reeling  into  recession.  In  the  past,  oil 
shocks  have  dealt  body  blows.  In  the 


1990s,  there's  the  danger  that  the  disin- 
tegrating Soviet  empire,  characterized 
by  ethnic  strife,  uncertain  leadership, 
and  economic  chaos,  could  do  similar 
damage.  "People  just  aren't  focusing 
enough  on  what's  happening  there," 
says  Steven  H.  Nagourney,  senior  vice- 
president  at  Shearson  Lehman  Broth- 
ers Inc.  The  turmoil  could  easily  spill 
over  into  Europe,  and  the  financial 
markets  might  quickly  convulse. 

With  the  destructive  potential  for 
such  a  shock  lurking,  economic  offi- 
cials should  be  laying  the  groundwork 
for  more  cooperation.  "We've  got  ex- 
tremely fragile  economic  conditions," 
says  Gail  Fosler,  chief  economist  at  the 
Conference  Board.  "You'd  think  that 


there  would  be  a  desire  to  get  a  coordi- 
nated response  together."  Instead, 
says  Fosler,  the  Japanese  are  saying 
that  they'd  be  content  with  a  stronger 
yen,  while  the  Germans  remain  fixated 
on  reining  in  inflation.  Even  absent  a 
shock  to  the  system,  this  go-it-alone 
strategy  could  cause  problems. 
Fosler's  immediate  fear  is  that  Ger- 
man and  Japanese  hesitation  to  ease 
will  prompt  an  American  overreaction. 
An  aggressive  pump-priming  tax  pack- 
age, aimed  at  getting  money  into  con- 
sumers' pockets  and  out  of  them  in  a 
hurry,  could  reverse  the  narrowing  of 
the  trade  deficit.  And  longer-term,  it 
could  be  inflationary. 

The  classic  case 
against  coordinated 
easing  is  that  it  could 
well  fuel  price  in- 
creases. Price  stabil- 
ity is  a  legitimate 
concern  in  Germany, 
where  inflation,  at 
3.5%,  is  running  high- 
er than  in  neighbor- 
ing France  for  the 
first  time  in  25  years. 
But  for  much  of  the 
industrialized  world, 
prices  are  relatively 
stable,  and  inflation  is  no  longer  con- 
sidered a  serious  threat. 

More  compelling  is  the  argument 
that  each  of  the  major  industrial  na- 
tions is  faced  with  unique  problems 
that  demand  specific  solutions.  The 
U.  S.  is  working  out  debt-induced  struc- 
tural difficulties,  Japan  is  bursting  the 
bubble  of  inflated  land  prices,  and  Ger- 
many is  integrating  its  eastern  region 
into  the  economy.  That's  all  true.  But 
addressing  those  domestic  problems 
shouldn't  preclude  facing  international 
responsibilities.  It  might  just  be  health- 
ier for  both  the  U.  S.  and  the  world  if 
central  bankers  and  finance  ministers 
would  agree  on  a  little  judicious  and 
concerted  monetary  easing. 
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rHE  PRIOLAS  AND  THEIR  STABLE:  THEY'RE  HANGING  ON  TO  THE  FOUR-YEAR-OLD  MINIVAN 


WHY  A  RECOVERY  WON'T  SHIFT 
DETROIT  INTO  OVERDRIVE 


Even  with  fat  wallets,  folks  will  have  good  reasons  not  to  buy  new  cars 


With  wear  and  tear  from  three 
children  beginning  to  show  on 
Phyllis  and  Joseph  Priola's 
1987  Dodge  Caravan,  the  suburban  Chi- 
cago family  was  thinking  of  trading  in 
the  minivan.  But  the  economy  is  still 
sluggish,  and  they  have  two  other  cars 
to  fall  back  on,  so  they're  standing  pat. 
"We're  not  going  to  make  any  more  big 
investments  right  now,"  says  Phyllis. 

The  Priolas  are  in  good  company.  Mil- 
lions of  potential  car  buyers  have  hung 
on  to  their  old  wheels  in  the  past  year 
and  a  half,  sending  car  sales  skidding.  In 
November,  they  fell  7%  below  last  year's 
already  depressed  level.  And  an  upturn 
seems  as  distant  as  ever.  "We're  likely 
to  see  consumers  remain  very  cautious 
spenders,"  says  Richard  T.  Curtin,  a 
University  of  Michigan  economist  whose 
November  survey  of  consumer  confi- 
dence hit  its  lowest  point  since  the  Per- 
sian Gulf  war. 

COMES  LOADED.  Traditionally,  a  pro- 
longed sales  drought  creates  pent-up  de- 
mand. When  the  economy  gets  moving 
again,  consumers  come  back  in  a  flood. 
With  many  of  the  31.4  million  cars  and 
trucks  sold  in  the  boom  years  of  1985 
and  1986  overdue  for  replacement,  that 
demand  may  be  as  high  as  4  million  cars 
and  trucks,  estimates  John  V.  Kirnan,  an 
analyst  with  Kidder,  Peabody  &  Co.  in 
New  York.  And  again,  carmakers  are 
hoping  for  a  tidal  wave  of  buying, 


once  the  economy  gets  off  dead  center. 

This  time  around,  though,  that  bulge 
in  demand  may  be  part  mirage.  High 
prices  put  many  new  cars  out  of  reach 
of  debt-laden  consumers.  Better  quality 
in  the  1980s  means  cars  don't  need 
to  be  replaced  as  often.  And  used-car 
sales  are  booming.  All  that  means  new- 
car  sales  "are  not  going  to  be  leading 
us  out  of  the  recession,  as  they  have 
in  the  past,"  says  Thomas  C.  Webb, 
chief  economist  with  the  National  Auto- 
mobile Dealers  Assn.  Faced  with  that 
gloomy  outlook,  carmakers  are  paring 
back  production. 

Most  of  the  problem  comes  down  to 
money.  New  cars  are  crammed  with  ex- 
pensive features  such  as  airbags,  anti- 
lock  brakes,  and  fancy  new  electronics. 
The  extras  have  boosted  the  average 
cost  of  a  car  to  more  than  $16,000,  twice 
the  figure  of  a  decade  ago.  And  pay- 
checks haven't  kept  pace.  It  now  takes 
the  average  family  24.5  weeks  of  gross 
income  to  pay  for  a  new  car,  up  ^y--"*^-- 
from  18.7  in  1980,  according 
to  the  Commerce  Dept 
On  top  of  that,  consum 
ers  are  still  crushed 
by  short-term  debt. 

Buyers  often 
can't  come  up  with 
the  needed  downpay- 
ment,  either.  In  the 
past,  the  trade-in  on 


THE  FLEET 
GETS  YOUNGER 


an  old  car  often  did  the  trick.  But  the 
popularity  of  long-term  loans  in  the 
1980s  means  that  cars  sometimes  lose 
their  value  just  as  fast  as  consumers  can 
pay  the  loan  off.  The  owner  trading  in 
an  average  1988  car  would  net  only 
about  $850  after  paying  off  a  five-year 
loan,  figures  Webb.  That's  just  5%  of  the 
average  cost  of  a  new  car  and  well  be- 
low the  207f  downpayment  that  many 
banks  and  credit  companies  require 
these  days.  Rebates  often  don't  make  up 
the  difference. 

Auto  makers  themselves  are  partly  re- 
sponsible for  undercutting  demand. 
Easy  credit  from  captive  finance  arms  in 
the  late  1980s  artificially  propped  up 
sales.  Also,  to  keep  factories  running, 
auto  companies  now  regularly  push 
more  than  a  million  new  cars  a  year 
through  daily  rental  fleets.  The  vehicles 
show  up  at  dealerships  four  to  six 
months  later  as  "nearly  new"  used  cars. 
All  those  late-model  vehicles  on  the  lots 
have  created  a  robust  used-car  business 
that  steals  new-car  sales.  As  a  result, 
the  median  age  of  cars  on  the  road  has 
fallen  to  6.5  years  (chart),  not  enough  to 
generate  strong  demand. 
LESS  RUST.  Those  cars  and  trucks  last 
longer  than  ever,  too,  making  it  easier 
for  consumers  to  put  off  purchasing  a 
new  one.  Auto  makers  beefed  up  rust- 
proofing  during  the  1980s,  so  road  salt 
doesn't  eat  away  as  many  auto  bodies. 
And  defects  are  one-fifth  what  they 
were  a  decade  ago,  meaning  cars  break 
down  less  frequently  than  they  used  to. 
"A  six-year-old  car  today  is  [still]  a 
pretty  darn  good  automobile,"  says 
George  C.  Peterson,  president  of  Auto- 
Pacific  Group,  a  California-based  market 
researcher. 

With  the  sales  outlook  so  dismal,  man- 
ufacturers are  rolling  back  production 
goals.  In  late  November,  U.  S.  auto  mak- 
ers, including  Japanese-run  transplant 
factories,  cut  184,000  cars  and  trucks 
from  their  first-quarter  schedules,  a 
7.3%  reduction,  according  to  Ward's 
Automotive  Reports,  a  trade  weekly. 
The  cutbacks  will  make  it  very  hard  for 
the  Big  Three  to  make  money  in  the 
first  quarter,  since  profits  are  booked 
when  cars  are  built,  rather  than  when 
they  leave  the  showroom. 

Still,  auto  executives  remain  confident 
that  sales  will  pick  up  in  the  second  half 
of  next  year,  then  really  jump  in  1993. 
They're  assuming  they  can  con- 
vince customers  such  as 
the  Priolas  that  they 
need — and  can  afford — a 
new  car.  Even  if  the 
economy  perks  up 
next  spring,  that's  a 
dubious  assumption. 

By  David  Woodruff, 
with  James  B.  Treece, 
in  Detroit 
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WITH  SUNUNU  OUT,  NEW  IDEAS 
COULD  COME  BLOWING  IN 


The  shakeiip  should  ventilate  the  White  House's  arid  intellectual  climate 


Call  it  the  thud  heard  round  the 
Beltway.  Big,  bad  John  H.  Sununu 
was  a  towering  figure  in  the  Bush 
Administration's  power  pyramid.  So  it 
should  come  as  no  surprise  that  his 
downfall  as  White  House  Chief  of  Staff, 
hastily  announced  on  Dec.  3,  will  rever- 
berate in  Washington  for  months. 

For  starters,  Sununu's  removal  gives 
President  Bush  a  chance  to  revamp  a 
fumble-prone  White  House  staff.  That 
could  help  him  arrest  a  political  free-fall 
that  has  sent  his  poll  ratings  plummet- 
ing 40  points  in  10  months.  It  also  paves 
the  way  for  formation 
of  a  Sununu-less  cam- 
paign team. 

But  the  sharpest  af- 
tershock of  Sununu's 
tumble  won't  be  felt  un- 
til the  fascination  with 
White  House  job-hop- 
ping ebbs.  Simply  put, 
the  staff  chief's  depar- 
ture— he'll  stay  on  as  a 
figurehead  counselor 
until  March — will  break 
the  policy  hammerlock 
exerted  by  Sununu  and 
Budget  Director  Rich- 
ard G.  Darman.  The 
move  also  could  expose 
Bush  to  a  commodity 
that  has  been  in  short 
supply  in  his  Adminis- 
tration: fresh  ideas. 
Says  a  senior  GOP  strat- 
egist: "This  breaks  the 
logjam." 

MORE  FIRE.  Together, 
the  "Mensa  twins"  dom- 
inated Bush  policymaking,  wielding  con- 
trol over  taxes,  the  budget,  environmen- 
tal regulation,  science  policy,  and  most 
other  domestic  and  political  matters.  The 
budget  director  has  come  under  renewed 
fire  from  GOP  conservatives  and  will 
have  to  devote  most  of  his  legendary 
wiles  to  saving  his  job. 

Transportation  Secretary  Samuel  K. 
Skinner,  a  top  contender  for  the  staff 
chiefs  job,  is  a  back-slapping,  lapel-grab- 
bing pol  without  Sununu's  ideological  ri- 
gidity or  intellectual  pretension — and  he 
still  nurses  a  grudge  over  rough  treat- 
ment at  Darman's  hands.  "Darman  has 
to  be  the  most  nervous  man  in  Washing- 
ton right  now,"  says  Steven  Schier, 


a  Carleton  College  political  scientist. 

Denied  the  Sununu  connection,  Dar- 
man will  have  a  tougher  time  dominat- 
ing Cabinet  meetings  and  insulating  the 
President  from  outside  policy  advice.  Al- 
ready, business  leaders  and  Hill  Republi- 
cans are  counseling  Bush  to  take  more 
aggressive  action  to  jump-start  the  econ- 
omy, though  Bush  is  resisting.  And  ner- 
vous GOP  political  pros  are  urging  a  seri- 
ous White  House  commitment  to 
tackling  the  problems  of  inadequate 
health  insurance  and  other  festering  do- 
mestic ills.  Sununu  and  Darman  tended 


'Bush  has  every 
businessman 
in  America 
mad  at  him,' 
says  one 
longtime 
Presidential 
adviser.  'He 
needed  a 
fresh  slate' 
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to  view  such  issues  as  "second-term 
concerns." 

Bush  badly  needs  a  "new  breeze"  to 
ventilate  the  arid  intellectual  climate  of 
his  Administration.  The  best  indicator  of 
whether  fresh  currents  are  wafting  will 
come  in  late  January,  when  the  Presi- 
dent delivers  his  State  of  the  Union  ad- 
dress. Bush  is  under  pressure  to  unveil 
new  policies  to  boost  investment,  provide 
tax  relief  for  the  middle  class,  and  con- 
tain health  costs.  But  with  Darman  fix- 
ated on  the  $360  billion  deficit,  Bush  fo- 
cused on  foreign  policy,  and  the  White 
House  staff  in  disarray,  the  early  line  on 
the  State  of  the  Union  was  to  expect  an 
artful  repackaging  of  shopworn  ideas. 


That  may  change  now  that  Sununi 
has  been  elbowed  aside  and  Bush  is  facj 
ing  a  fight  for  political  survival.  Alj 
ready,  White  House  aides  are  leaking 
word  that  their  concerns  about  the  defi\ 
cit  may  be  shelved  for  a  while,  and  that 
the  State  of  the  Union  may  call  for  ex- 
panded health  insurance  and  "tempo- 
rary" middle-class  tax  cuts.  Says  a  long- 
time Presidential  adviser:  "Sununu  was] 
bright,  but  not  politically  smart.  It  be- 
gan to  look  like  he  was  running  thei 
country.  As  a  result,  Bush  has  every 
businessman  in  America  mad  at  him.  Hel: 
needed  a  fresh  slate."  'f 
If  Skinner  steps  up  to  the  job  of  stafr"'' 
chief,  that's  exactly  what  Bush  will  get. 
A  former  Illinois  transportation  official, 
Skinner  first  attracted  attention  as  a 
crusading  U.  S.  Attorney.  Politically  as- 
tute and  well-connected,  he  played  a  key 
role  in  Bush's  campaign  drives  in  Illi- 
nois. Skinner  lacks  Sununu's  ability  to 
marshal  facts  and  absorb  complex  data.^i, 
But  he's  also  lackingfe* 
Sununu's  unerring  abili- 
ty to  alienate  Bush  al- 
lies in  Congress.  "Skin- 
ner is  very  pragmatic,' 
says    Mary  MataIin,P"™'^ 
chief  of  si:aff  at  theP"'' 
Republican  National 
Committee. 

NO  MIRACLES.  That's 
not  to  say  that  Skinner, 
who  had  not  been  of- 
fered the  staff  chiefs 
job  in  the  immediate 
wake  of  Sununu's  resig- 
nation, represents  some 
miracle  cure.  White 
House  aides  caution 
that  he  is  a  day-to-day 
problem  solver.  Says  a 
senior  Administration 
official:  "He's  not  some- 
one who  is  in  any  evi- 
dent way  interested  in 
policy."  And  right-wing- 
ers, who  felt  a  natural 
kinship  with  Sununu, 
are  suspicious  of  Skinner's  mainstream 
views. 

Ultimately,  the  key  test  for  Skinner — 
or  any  Sununu  successor — won't  be  how 
well  he  or  she  fares  at  Capitol  Hill 
schmoozing.  The  test  will  be  taking  a 
President  who  is  uncomfortable  with  do- 
mestic matters  and  accustomed  to  dele- 
gating domestic  decisions  to  a  narrow 
group  of  subordinates  and  getting  him 
to  tune  in  to  the  cries  of  distress  from 
the  heartland.  If  Sam  Skinner  can  pull 
that  one  off,  he'll  easily  surpass  Sununu 
on  the  political  IQ  charts — and  help  his 
boss  get  reelected,  too. 

Bi/  Douglas  Harbrecht,  with  Lee 
Walczak.  in  Washington 
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AXES 


THE  DEMOCRATS  DRAG  AN  OLD 
NOSTRUM  OUT  OF  THE  ATTIC 


The  investment  tax  credit,  a  time-honored  recession  remedy,  is  back 


It's  tanned.  It's  rested.  It's  ready.  The 
investment  tax  credit,  the  Demo- 
crats' favorite  business  incentive, 
may  be  due  for  a  comeback. 

First  enacted  in  1962  as  a  way  to 
prime  the  economic  pump,  the  ITC  has 
slipped  in  and  out  of  the  tax  code  seven 
times  in  the  past  30  years  (chart).  It  was 
most  recently  repealed  in  the  1986  Tax 
Reform  Act,  after  critics  charged  that 
much  of  the  $30  billion-a-year  revenue 
loss  went  to  subsidize  investments  that 
would  have  been  made  anyway.  But 
bu.siness  lobbyists,  mindful  of  the  cred- 
it's history,  predicted  it  would  return 
with  the  next  recession. 

They  may  have  been  just  a  few 
months  off.  Democratic  Presidential  ho- 
pefuls, including  Arkansas  Governor  Bill 
Clinton,  and  congressional  Democrats 
such  as  House  Ways  &  Means  Commit- 
tee members  Sander  M.  Levin  of  Michi- 
gan and  Frank  J.  Guarini  of  New  Jersey 
are  backing  a  slimmed-down  ITC.  At  the 
same  time.  Republicans  such  as  Senate 
Finance  Committee  member  William  V. 
Roth  Jr.  of  Delaware  and  some  Bush 
Administration  aides  are  exploring  ways 
to  resurrect  the  credit. 
IFFY  BILL.  That's  not  to  say  that  the  unre- 
stricted 10%'  ITC  is  coming  back.  That 
would  now  cost  as  much  as  $40  billion  a 
year — money  that  a  deficit-strapped 
Congress  is  not  about  to  lavish  on  busi- 
ness. Instead,  lawmakers  are  consider- 
ing two  approaches.  One  would  allow 
the  credit  only  for  investment  above  a 
company's  historical  levels.  Another 
would  limit  it  to  the  purchase  of  manu- 
facturing equipment.  The  Levin-Guarini 
bill,  for  instance,  would  provide  a  7.5%' 
credit  only  for  new  investment  in  "prop- 
erty integral  to  the  manufacture  of  tan- 
gible property."  That  would  save  the 
Treasury  money  by  ruling  out  such 
things  as  cash  registers  but  would  also 
cost  it  some  business  support. 

The  measure  is  politically  iffy  because 
it  pits  the  service  companies  against 
manufacturers.  Just  consider  how  it 
would  treat  computers  and  software:  A 
manufacturer  could  take  a  write-off  for 
buying  workstations  and  a  computer-aid- 
ed design  program,  but  an  airline 
couldn't  get  a  break  for  upgrading  its 
reservations  system.  Service-related 
businesses  and  their  suppliers  are  not 
likely  to  embrace  a  costly  incentive  that 
does  them  no  good — especially  if  the 
price  is  a  rate  hike  or  similar  across-the- 


board  levy  to  recapture  lost  revenues. 
But  broadening  the  credit  would  be 
hugely  expensive  and  invite  abuses. 

Backers  of  the  credit  are  optimistic 
that  it  can  be  packaged  with  other  incen- 
tives, should  Congress  and  President 
Bush  go  for  a  big  tax  bill  next  year.  One 
hope:  a  shotgun  wedding  of  the  invest- 
ment credit  and  a  capital-gains  tax  cut. 
Says  Mark  Bloomfield,  president  of  the 
American  Council  for  Capital  Formation 
(ACCF),  a  probusiness  lobby:  "Perhaps 


capital  gains  will  be  the  Republican 
growth  initiative  and  ITC  the  Democrat- 
ic." Such  a  package  might  be  politically 
appealing.  But  will  it  work? 

Economists,  not  surprisingly,  are  di- 
vided. Tax  reformers  argue  that  restor- 
ing the  credit  is  another  step  toward 
undoing  the  1986  act,  which  cut  tax 
rates  while  reducing  subsidies.  If  Con- 
gress wants  to  stimulate  business,  they 
say,  the  better  approach  is  to  cut  corpo- 
rate tax  rates  further.  Let's  say  Con- 
gress wanted  to  give  business  a  $10  bil- 


One  hope:  A  shotgun 

wedding  of  the 
investment  credit  and 
a  capital-gains  tax  cut 


lion  tax  break.  It  could  either  provide  a 
limited  credit  or  cut  the  corporate  tax 
rate  by  three  percentage  points,  to  31%. 
The  reformers  also  argue  that  business 
investment  in  equipment  actually  in- 
creased after  the  credit  was  repealed  in 
1986,  suggesting  that  optimism,  not  tax- 
es, spurs  new  investment. 
CENTRAL  PLANNING?  The  reformers  are 
also  troubled  by  the  idea  of  government 
getting  back  in  the  business  of  picking 
winners  and  losers.  Says  Charles  Mc- 
Clure,  a  Hoover  Institute  economist  who 
drafted  the  Reagan  Administration's  ini- 
tial tax-reform  plan:  "It  seems  ironic 
that  just  as  we  are  seeing  the  disastrous 
effects  of  politicians  and  bureaucrats  en- 
gaging in  central  planning  in  Eastern 
Europe,  people  in  Washington  are  trying 
to  import  the  idea  to  the  U.  S." 

Among  those  economists  who  believe 
there  is  a  use  for  tax  incentives,  the  ITC 


is  preferred  to  other  write-offs,  includ- 
ing a  capital-gains  cut.  Stanford  Univer- 
sity economist  John  B.  Shoven,  in  a 
study  done  for  the  ACCP",  reported  that  a 
7.5%  credit  would  reduce  the  cost  of  cap- 
ital by  20%  to  30%,  while  trimming  the 
effective  capital-gains  tax  rate  to  20%- 
from  28%  would  cut  business'  cost  of 
capital  by  only  4.5%.  "If  one  wants  to 
lower  the  cost  of  capital  for  equipment 
investors,"  argues  Shoven,  "it  would  be 
hard  to  find  a  more  effective  option." 

The  idea  of  restoring  the  iTC  is  widely 
popular  right  now.  Once  the  tfix  debate 
begins  in  earnest  next  year,  however, 
the  credit  will  have  to  compete  with  oth- 
er subsidy  schemes.  Whether  Congress 
will  want  to  target  such  a  costly  incen- 
tive to  the  shrinking  manufacturing  seg-  | 
ment  of  the  U.  S.  economy  remains  to  be  z 
seen.  But  given  the  credit's  political  re-  | 
silience,  it's  tough  to  bet  against  it.  5 
By  Howard  Gleckman  in  Washington  y 


THE  ON-AGAIN,  OFI-AGAIN  INVESTMENT  TAX  CREDIT 

Classical  economics  teaches  that  the  best  way  to  fire  up  a  stalled  economy  is 
to  encourage  investment.  What  better  encouragement  than  a  tax  break  for 
capital  spending?  Judging  from  the  way  Washington  resorts  to  the  ITC  in  times 
of  economic  stress,  it  must  be  a  good  idea-or  at  least  a  politically  seductive  one 
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BOB  SEAY  BESIDE  THE  fi^i^t^^d  tiiVEH  IN  TENNESSEE:  "IT'S  AN  INDUSTRIAL  SEWER' 


THE  NEXT  WAR  BETWEEN  THE  STATES 
COULD  BE  OVER  CLEAH  WATER 


A  battle  brews  over  pollution  standards  for  interstate  rivers 


Champion  International's  paper  mill 
in  Canton,  N.  C,  has  financed 
hopes  and  dreams  in  the  hamlet  at 
the  foot  of  the  Smokies  for  most  of  this 
century.  Today,  some  2,000  workers  de- 
pend on  its  $100  million  annual  payroll. 
The  mill,  in  turn,  relies  on  the  waters  of 
the  Pigeon  River,  which  winds  through 
Canton  on  its  way  to  Tennessee. 

But  a  cloud  hangs  over  the  mill.  The 
people  of  eastern  Tennessee,  26  miles 
downstream,  don't  like  what  has  hap- 
pened to  their  river.  With  the  help  of  the 
Environmental  Protection  Agency, 
they're  fighting  Champion  International 
Corp.  and  North  ('arolina.  They  want 
Champion  to  clean  up  its  act,  to  rid  the 
river  of  what  one  opponent  calls  "the 
stench  of  rotten  eggs,"  and  to  restore  its 
color  from  the  present 
coffee  brown. 

How  to  resolve  such 
interstate  squabbles 
will  be  decided  in  a  case 
the  Supreme  Court  is 
scheduled  to  hear  on 
Dec.  11.  That  case,  in- 
volving a  Fayetteville 
(Ark.)  waste-water- 
treatment  plant,  pits  in- 
dustry against  the  envi- 
ronmentalists, state 
against  state,  and  the 


federal  government  against  the  states. 
The  outcome  could  seal  the  fate  of  the 
Canton  mill,  which  will  have  to  close  if 
Champion  has  to  meet  the  tough  stan- 
dards. "The  real  issues  revolve  around 
socioeconomic  decision-making  and  who 
should  have  the  authority  to  reach  the 
final  decisions,"  says  J.  Jeffrey  McNea- 
ley,  a  lawyer  for  Champion. 

In  the  Fayetteville  case,  the  city 
wants  to  continue  to  operate  a  new  $40 
million  water-treatment  plant.  But  the 
White  River  of  Arkansas  can't  handle 
the  plant's  6.1  million-gallon  daily  out- 
flow, so  Arkansas  has  won  EPA  approval 
to  dump  half  the  waste  into  the  Illinois 
River,  which  reaches  Oklahoma  39  miles 
downstream.  Sooners,  however,  want 
the  clear,  spring-fed  river  maintained  as 


THE  ISSUES  IN  ARKANSAS  VS.  OKLAHOMA 

Should  the  stricter  water-quality  standards  of  a  downstream 
state,  in  this  case  Oklahoma,  govern  whether  an  upstream 
wastewater-treatment  plant,  in  this  case  along  the  Illinois 
River  in  Arkansas,  be  granted  an  operating  permit? 

Did  the  federal  Environmental  Protection  Agency  give  ade- 
quate weight  to  Oklahoma's  interests  in  issuing  the  Arkan- 
sas plant's  operating  permit? 


a  scenic  waterway  for  fishing,  canoeing 
and  wildlife.  "It  used  to  be  crystal 
clear,"  complains  Jim  Wilcoxen,  genera) 
counsel  of  the  Cherokee  Nation,  g 
125,000-member  tribe  living  near  the  Illi 
nois.  "Now,  it  has  a  lot  of  algae." 

The  U.  S.  Court  of  Appeals  in  Denver 
upheld  Oklahoma's  position.  The  court 
said  that  under  the  Clean  Water  Act,  the 
KPA  must  apply  higher  water-quality 
standards  in  such  conflicts.  The  decision!,, 
will  likely  set  off  "a  tidal  wave  of  re-  ' 
gional  warfare  between  the  states,'' 
warns  David  Norrell,  a  lawyer  for  Ar 
kansas.  It  also  has  triggered  a  chorus  of 
criticism  from  rural  states  and  such  in- 
terests as  the  timber,  farming,  mining 
and  cattle  industries.  "There  is  nothing 
more  sacred,  vital,  and  essential  than  a 
Western  state's  right  to  control  its  own 
resources,"  says  the  conservative  Moun- 
tain States  Legal  Fund  in  a  brief  on 
behalf  of  numerous  business  interests. 
Also  voicing  concern  are  cities  and  coun- 
ties, which  plan  to  spend  more  than  $100 
billion  by  the  end  of  the  decade  to  com- 
ply with  Clean  Water  Act  deadlines. 
BALANCING  ACT.  The  EPA,  meantime,  ar- 
gues that  the  Clean  Water  Act  makes  it 
the  judge  in  interstate  disputes.  "Okla- 
homa may  choose  to  protect  its  scenic 
river  by  barring  all  discharges,"  the 
agency  told  the  high  court.  "But  it  is 
another  question  whether  such  a  policy 
may  be  imposed  by  Oklahoma  on  Arkan- 
sas" (table). 

If  upheld,  the  appeals  court  ruling 
could  lead  to  an  overhaul  of  the  Clean 
Water  Act.  Congress  is  beginning  the 
long  process  of  renewing  the  act,  and 
one  Senate  proposal  calls  for  stricter 
regulation  of  interstate  waters.  "Con- 
gress is  still  not  satisfied  with  the  level 
of  protection  given  pristine  waters," 
says  Natural  Resources  Defense  Council 
lawyer  Jessica  Landman.  But,  says 
Champion  attorney  McNealey,  "there 
has  to  be  some  sort  of  balancing  act." 

It's  an  act  the  courts  often  have  trou- 
ble pulling  off.  Bob  Seay,  co-founder  of 
the  Dead  Pigeon  River  Council  in  Ten- 
nessee, an  environmental  group,  fears 
that  the  balance  has  already  tipped 
against  the  river.  "It's  an  industrial  sew- 
er," he  says.  In  western 
North  Carolina,  the 
townspeople  of  Canton 
fear  the  economic  disas- 
ter that  awaits  them  if 
the  mill  closes.  About 
the  only  thing  certain 
about  this  Supreme 
Court  decision  is  that 
the  issue  is  likely  to 
land  right  back  on  Con- 
gress' doorstep. 

By  Tim  Smart  in 
Washington 
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ETAILINGI 


47th  STREET  PHOTO: 

WHAT'S  WRONG  WITH  THIS  PICTURE? 


\  lawsuit  and  falling  sales  are  plaguing  the  electronics  retailer 


X>W  PRICES  ON  CAMERAS  AND  ELECTRONIC  GEAR  OUTWEIGHED  THE  OFTEN  CURT  SERVICE 


In  the  beginning,  there  was  a  camera 
store.  As  the  name  attests,  cameras 
are  still  for  sale  at  47th  Street  Photo 
^nc,  as  are  consumer  electronics  and 
;ven  jewelry.  And  for  26  years,  47th 
?treet  has  been  a  mecca  for  bargain- 
lungry  New  Yorkers  and  out-of-towners 
billing  to  put  up  with  crowds,  noise,  and 
service  that  has  always  been,  well,  lack- 
ng.  Counter  staffers  don't  take  time  to 
;hat  up  a  particular  product.  They'll  talk 
3rice  and  features  and  expect  consumers 
;o  make  up  their  minds  quickly. 

That  curt  style  was  all  it  took  to  sell 
iuring  the  1980s,  when  47th  Street 
Doomed  (chart).  Since  1988,  however,  a 
•ecession  and  a  host  of  competitors  have 
;ut  into  business.  Sales  have  dropped 
21%,  to  an  estimated  $225  million  this 
t^ear,  according  to  the  company.  And  at 
;he  start  of  the  all-important  holiday 
shopping  season,  it  is  tangled  in  a  snarl 
)f  charges  and  countercharges  between 
ts  owner  and  a  former  business  partner. 
VERBAL  CONTRACT?  The  real  financial 
status  at  47th  Street  is  conjecture  at 
aest.  The  company  has  been  privately 
leld  since  the  day  its  founder,  Irving 
aoldstein,  a  Hungarian  refugee,  set  up 
shop  in  Manhattan's  diamond  district. 
He  now  co-owns  the  business  with  his 
tvife,  Leah.  But  the  facts  surrounding  a 
series  of  suits  filed  in  New  York  State 
3ivil  court  offer  a  glimpse  into  the  busi- 
ness' inner  workings  in  recent  years. 


As  revealed  in  court  documents  and 
discussions  with  lawyers  from  both 
sides,  Goldstein  during  the  mid-1980s  in- 
vested in  New  York  real  estate  managed 
by  one  Joseph  Fischer.  When  Goldstein, 
now  age  45,  was  incapacitated  in  a  car 
accident  in  1987,  Fischer  says  he  stepped 
in  and  helped  handle  some  of  47th 
Street's  legal  problems,  such  as  negoti- 
ating a  settlement  with  a  trade  creditor. 
For  his  services,  Fischer  maintains  in 
one  court  document, 
Goldstein  promised 
him  a  one-third  share 
in  the  equity  of  the 
company.  And  the 
type  of  agreement 
upon  which  this  al- 
leged promise  was 
based?  A  verbal  one. 
Goldstein,  now  fully 
recovered,  denies 
making  such  an 
agreement. 

Although  neither  party  will  comment 
on  the  issue,  court  documents  make  it 
clear  that  Fischer  and  the  company  are 
wrangling  over  other  matters  as  well, 
including  Goldstein's  charge  that  Fi- 
scher misappropriated  $1.3  million  from 
47th  Street.  Fischer  denies  it,  and  his 
lawyers  have  countersued  for  defama- 
tion. On  Nov.  22,  a  New  York  State 
Supreme  Court  judge  said  she  would 
consider  whether  to  dismiss  all  of 


47th  Street's  suit.  A  ruling  is  pending. 

Business,  meanwhile,  goes  on,  and 
47th  Street  is  coping  with  tough  times. 
Money  has  been  tighter  since  the  compa- 
ny agreed  to  pay  back  about  $10  million 
to  Chicago-based  Transamerica  Commer- 
cial Finance  Corp.,  which  had  canceled 
its  line  of  credit  with  the  retailer.  And 
47th  Street  also  agreed  last  July  to  pay 
about  $9  million  in  unpaid  sales  tax,  in- 
terest, and  penalties. 
TOUGH  ALL  OVER.  Joseph  Greenfeld,  47th 
Street's  38-year-old  chief  operating  offi- 
cer, is  candid  about  the  cash  crunch. 
"We  are  paying  our  bills  within  the  con- 
text of  the  business  environment,"  he 
says,  meaning  a  little  more  slowly  than 
in  the  booming  1980s.  The  company's 
sales  almost  tripled  in  that  decade  as 
people  squeezed  into  its  tiny  flagship 
store.  One  store  begat  another,  and  by 
the  end  of  the  decade,  47th  Street  was 
operating  in  four  Manhattan  locations 
and  a  fifth  on  Long  Island. 

Those  go-go  days  are  over.  Sales  are 
down,  plans  for  a  New  Jersey  branch 
have  been  scrapped,  and  the  company 
has  been  laying  off  staff.  Greenfeld  esti- 
mates that  more  than  20'A  of  the  compa- 
ny's 515  employees  were  let  go  since  last 
year.  47th  Street's  problems  largely  re- 
flect those  of  other  consumer  electronics 
retailers.  Sales  for  consumer  electronics 
and  video  equipment,  which  make  up 
50'^  of  47th  Street's  sales,  are  off  by  up 
to  20?(  since  last  year.  Already,  the  re- 
cession has  taken  down  one  of  the  New 
York  area's  larger  electronic  retailers, 
Newmark  &  Lewis  Inc.,  which  filed  for 
bankruptcy  protection  in  September. 

The  disappearance  of  marginal  play- 
ers should  eventually  translate  into 
higher  prices  and  profit  margins  for  the 
survivors.  And  47th  Street  will  probably 
pull  through.  Despite  the  rumors  of  fi- 
nancial problems,  those  big  vendors  that 
would  comment  say 
they're  sticking  by 
the  company.  "We 
will  continue  to  sup- 
port them,"  says 
Alan  Czeizler,  direc- 
tor of  sales  at  Canon 
USA  Inc.,  a  longtime 
camera  and  photo- 
copier supplier. 

The  company  has 
its  own  ideas  about 
how  to  weather  the 
storm.  Besides  cutting  staff  and  ex- 
penses, it  recently  expanded  to  the 
ground  floor  of  its  original  location.  It  is 
even  experimenting  with  a  crazy  little 
thing  called  service.  The  sales  staff  has 
been  trained  to  politely  discuss  the  mer- 
its of  this  or  that  new  gadget  with  the 
customer.  Maybe  they  can  teach  some  of 
that  newfound  civility  to  Messrs.  Gold- 
stein and  Fischer. 

Bi/  Bruce  Hager  in  New  York 
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had  found  an  ideau 


way  to  PACKAGE  its  assets 


A  STRUCTURE  th  at,  overnighl 


would  turn  th 


em  from 


LIQUIDATORS  to  MARKETERS 


led  th 


The  Resolution  Trust  Corporation 
icided  to  package  its  mortgages  into  securi- 
ss  for  a  sound  reason:  The  move  promised  to 
jt  them  well  ahead  of  where  they'd  be  if  they 
lid  pools  of  mortgage  loans. 

Whether  that  promise  would  be  kept  or 
■oken  depended  largely  on  how  well  those 
ortgages  were  packaged.  Which  inspired  the 
TC  to  review  the  credentials  of  the  major 
vestment  houses,  and  to  make  yet  another 
iportant  decision: 

They  appointed  Lehman  Brothers  as 
ad  manager  of  an  eight-firm  syndicate  for  the 
1-important  first  deal.  A  deal  that  the  RTC's 
[ecutive  director  said  "had  to  go  well'.'  This, 
nid  reports  that  most  investors  would  sit  on 
le  sidelines. 

A  DEAL  THAT 
TURNED  SPECTATORS 
INTO  INVESTORS. 

Fortunately,  the  curious  far  outnum- 
;red  the  cautious.  And  their  curiosity  was 
qued  even  further  by  what  The  Wall  Street 
mrnal  would  later  call  the  "adroit  packaging" 

^  Lehman 


of  the  new  securities  by  Lehman  Brothers. 

In  short,  the  entire  issue  sold  out  on  the 
very  first  day  with  the  secondary  market  look- 
ing equally  strong. 

AN  OPPORTUNITY 
TO  ADD  VALUE. 
NOW  AND  IN  THE  FUTURE. 

Equally  important,  proceeds  were  4% 
greater  than  the  anticipated  revenues  from  sell- 
ing the  mortgages  separately.  Which  provided 
the  RTC  with  a  rare  opportunity  to  actually 
add  value  to  an  asset  being  sold,  and  with 
something  that  was  even  more  valuable:  a  blue- 
print for  the  billions  in  RTC  securities  that 
would  soon  follow. 

An  unusual  problem  to  be  sure,  but 
most  problems  find  their  way  into  the 
"unusual"  category  these  days.  Which  may 
explain  why  Lehman  Brothers  is  again  a  leader 
in  mortgage-backed  securities  with  almost  $25 
billion  in  issuance  since  January  L 

If  you  have  a  need  for  that  sort  of  expe- 
rience and  unique  approach  to  problem  solv- 
ing, we'd  like  to  fill  it. 

Brothers 


C'  IWl  She-arson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 


MAGNA  DOODLING:  TYCO  EXPECTS  TO  MOVE  4  MILLION  OF  THE  $15  DRAWING  TOYS  THIS  YEAR 


'I  WANT,  I  WANT, 
I  REALLY  WANT' 


Kids  even'\vhere  love  their  toys — and  Uiis  Christmas,  adults  are  bu\ing 


Irena  Choi  Stern  is  a  stay-at-home 
mom  with  three  kids,  7.  4,  and  21 
months — so  she  should  have  a  pretty 
good  bead  on  how  the  toy  industry  is 
doing  this  Christmas.  So  what's  the  chat- 
ter around  the  sandbox?  Forget  the 
lousy  economy,  tight  consumer  credit, 
and  the  fact  that  bankers  and  brokers  in 
her  Manhattan  neighborhood  are  getting 
laid  off  right  and  left.  "I  mingle  a  lot 
with  other  moms,  and  I  don't  know  any- 
one who's  cutting  back,"  she  says.  "Peo- 
ple are  doing  without  a  new  coat,  but 
they're  just  not  going  to  buy  fewer  toys 
for  their  kids  at  Christmas." 

Funny  thing.  In  a  gloomy  holiday  sea- 
son, the  S12..5  billion  U.  S.  toy  industry  is 
having  a  great  year.  Since  Januarj',  Kid- 
der, Peabody  &  Co.'s  index  of  toy- 
makers'  stocks  has  more  than  doubled, 
making  toys  one  of  the  year's  best  in- 
vestments. Big  companies  such  as  Mat- 
tel Inc.  and  Tyco  Toys  Inc.  reported  rec- 
ord third-quarter  profits.  They  see  new 
highs  in  the  fourth  quarter,  too.  Unlike 
last  year,  when  neiwous  retailers  started 
canceling  orders  in  November.  "I've 
been  watching  our  orders  go  up  every 
week,"  says  Michael  J.  Lyden,  senior 
vice-president  for  business  development 
at  Tyco.  Adds  Gary  S.  Baughman,  head 
of  Little  Tikes  Co.,  a  Rubbermaid  Inc. 


division:  "We've  been  operating  24  hours 
a  day,  six  and  seven  days  a  week." 

How  is  it  that  toys  are  doing  so  well? 
It's  partly  that  even  financially  strapped 
parents  still  want  plent\-  of  toys  under 
the  Christmas  tree.  But  there's  more  to 
it  than  that.  Expoits.  especially  to  Eu- 
rope, are  booming.  Plus,  notes  Mattel 
Chief  Executive  John  W.  Amerman, 
there  has  been  "a  topping  off  of  the 
video  craze."  leaving  more  dollars  for 
traditional  toys.  Kidder  analyst  Gary  Ja- 
cobson  estimates  wholesale  sales  of  tra- 
ditional toys  this  year  will  bounce  up  T'"^ 
to  $9.4  billion,  while  sales  of  Nintendo 
and  other  video  games 
will  run  flat  at  S3.1 
billion  (chart).  Many 
parents  who  bought 
Nintendo's  SlOO  8-bit 
game  are  balking  at 
S200  for  the  new  16-bit 
machine.  '"It's  too 
high,"  gripes  Denise 
Cordova,  a  Downer's 
Grove  (111.)  homemak- 
er,  "and  the  price  of 
the  game  packs  is  too 
high,  too." 

On  top  of  all  that, 
there's  lots  of  pent-up 
demand.  Sales  were 


36  BUSINESSWEEK/DECEMBER  16,  1991 


TOYLAND  GOES 
TRADITIONAL 

U.S.  TOY  SALES 

□  NONVIDEO  TOYS-    □  VIDEO-GAME  TOYS 

III 


■  ESI,  ■ 


A  BILLIONS  OF  DOLLARS 
•WHOLBALE 
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weak  during  the  first  half  of  the  yea 
as  parents  held  off  buying  because  c 
the  war  and  the  recession.  But  kid; 
notes  Sharon  Duffield  Levy,  a  Denve 
mom.  don't  understand  recession.  Sh 
was  driving  a  car  pool  the  other  da 
vvhen  talk  turned  to  gifts.  Suddenly,  si 
says,  the  mood  in  the  car  was,  "I  want, 
want,  I  really  want." 

\^'hat  kids  are  likely  to  get  are  dolls 
trains,  and  a  host  of  other  lovv-pricec 
traditional  toys.  Sales  of  Mattel's  Bai-bi 
dolls  and  accessories  are  expected  t' 
climb  8'"c  this  year,  to  S800  million.  Has 
bro  Inc.'s  Cabbage  Patch  Kids  are  mak 
ing  a  comeback,  with  1991  sales  poisec 
to  top  .SlOO  million.  Tyco  expects  to  move  p 
4  million  of  its  .S1.5  Magna  Doodle  draw 
ing  toy,  up  from  3.2  million  last  year 
Even  the  venerable  Etch  A  Sketch  i? 
doing  so  well  that  it  is  expected  to  hel|: 
pull  its  maker,  Ohio  Art  Co.,  into  the 
black  after  two  years  of  losses. 
NIGHTMARE?  Video-game  makers  aren't 
out  of  the  i-ace.  Nintendo  Entertainment] 
Systems,  which  accounted  for  about  90/ 
of  video-game  sales  last  year,  expects  tol 
sell  4.5  million  of  its  older,  8-bit  games.I 
But  that's  ST'f  fewer  than  last  year,  and! 
most  of  the  action  is  in  higher-priced! 
machines  mainly  bought  by  older  kids| 
and  adults.  And  Nintendo  has  stiff  com- 
petition. In  September  and  October, 
their  first  two  months  on  the  U.  S.  mar- 
ket. 500.000  of  the  new  Nintendo  16-bit  j 
machines  were  sold.  Pretty  good,  except 
that  Nintendo  has  to  sell  1.7  million 
more  by  Christmas  to  meet  its  1991  goal 
of  2.2  million.  By  contrast,  reports  Tom 
Kalinske.  president  of  Sega  of  America 
Inc.,  demand  for  his  competing  $150 
Sega  Genesis  16-bit  machine  is  so 
strong,  "every  phone  call  I  get  is  a  re- 
tailer beating  me  up"  because  Sega  can't 
ship  enough  games  in  time  for  the  holi- 
days. Sega  expects  to  sell  1.6  million 
units  of  its  new  game  this  year. 

How  long  can  the  toy  boom  last?  Lit- 
tle Tikes'  Baughman  cautions  that 
there's  still  the  possibility  of  "the  toy- 
maker's  nightmare'' — a  sudden  sag  in 
holiday  sales  and  lots 
of  January'  discount- 
ing. Yet  he  and  most 
analysts  predict  that 
eventual  economic  re- 
covery and  a  host  of 
new  products  expect- 
ed at  the  industrj-'s 
Februarv-  toy  fair  will 
stop  the  Grinch  from 
stealing  1992. 

By  Thane  Peterson  in 
Xew  York,  with  Eric 
Schine  in  Los  Angeles, 
Alice  Cuneo  in  San 
Francisco,  and  bureau 
reports 


of  the  News 


C-t  LAUNDERING  I 


ZORRO,  GORBY, 

AND  HOWARD  THE  DUCK 


How  the  feds  busted  an  alleged  money-laundering  scam  in  Rhode  Island 


You  call  that  the  headquarters  of  a 
worldwide  financial  empire?  The 
little  cinder-block  coin  shop  looks 
like  just  another  storefront.  But  from 
this  tiny  bunker  in  Cranston,  R.  I.,  coin 
dealer  Stephen  A.  Saccoccia  has  alleged- 
ly spent  much  of  the  past  two  years 
glued  to  a  cellular  phone,  directing  a 
money-laundering  network  that  moved 
more  than  $500  million  in  drug  money 
around  the  globe.  Then  again,  if  the  sub- 
stance of  a  federal  indictment  is  true, 
the  shabby  office  isn't  the  only  unusual 
aspect  of  Saccoccia's  financial  dealings. 

The  alleged  laundering  operation 
ground  to  a  halt  on  Nov.  25,  when  the 
Federal  Bureau  of  Investigation  swept 
down  on  nine  Saccoccia  companies  in 
three  cities.  In  late-night  raids,  they 
nabbed  Saccoccia,  age  35,  and  his  wife. 
Donna,  in  Switzerland,  while  rounding 
up  about  40  alleged  members  of  his  ring 
back  home.  Saccoccia  and  his  wife  are  in 
Swiss  custody  and  unavailable  for  com- 
ment. He  has  no  attorney  of  record. 
BUMBLING  CROOKS.  The  FBI  has  been  in- 
vestigating Saccoccia's  alleged  ring  for 
two  years.  Its  probe  offers  a  rare 
glimpse  into  the  workings  of  a  money- 
laundering  operation.  What  comes  to 
light  is  a  cast  of  sometimes  bumbling 
crooks,  with  such  nick- 
names as  Zorro,  Gorby, 
and  Howard  the  Duck. 
Once,  as  federal  agents 
listened  in,  Saccoccia's 
men  squabbled  about 
who  had  left  the  office 
blinds  open,  giving  pass- 
ersby  a  clear  view  of  a 
money-counting  machine. 

Stephen  Saccoccia,  say 
investigators,  saw  his 
opening  after  a  large 
1989  money-laundering 
bust  in  Los  Angeles.  Back  then,  Rhode 
Island  law  enforcement  officials  say, 
Saccoccia  was  a  small-time  coin  dealer 
suspected  of  fencing  for  local  thieves 
and  working  for  reputed  New  England 
crime  boss  Raymond  Patriarca.  He  had 
also  served  a  short  jail  term  for  tax  eva- 
sion in  1985.  Then,  according  to  docu- 
ments filed  in  federal  courts  in  Califor- 
'lia  and  Rhode  Island,  he  .set  up  a  string 
of  precious-metals  trading  outfits  on 
lioth  coasts.  Such  firms  make  a  handy 
front,  says  assistant  U.  S.  Attorney  Jean 


Kawahara,  because  legitimate  trading 
companies  routinely  have  huge  amounts 
of  cash  flowing  through  their  accounts. 

Saccoccia's  alleged  scheme  highlights 
how  Los  Angeles  has  joined  Miami,  New 
York,  and  Providence  as  a  money-laun- 
dering hub,  says  the  FBI.  Los  Angeles  is 
both  the  port  of  entry  for  heroin  from 
Southeast  Asia  and  cocaine  from  Central 
and  South  America  and  a  major  business 
center.  And  it's  home  to  a  host  of  big 
banks  that  routinely  handle  large 


by  drug  dealers  into  Saccoccia-ownedl 
businesses  in  New  York's  jewelry  dis-] 
trict,  where  it  was  bagged  and  subse- 
quently transferred  by  armored  car,i 
van,  or  Federal  Express  to  Rhode  Is-| 
land.  Saccoccia  couriers  then  deposited  it| 
at  local  banks. 
.  In  April,  1991,  after  investigatorsl 
closed  his  Rhode  Island  bank  account,! 
Saccoccia  shifted  his  business  to  several! 
West  Coast  banks.  From  those  institu- 
tions funds  were  wired  back  to  Rhode! 
Island,  Miami,  New  York,  South  Ameri-| 
ca,  or  Switzerland. 

Saccoccia  took  extravagant  precau-l 
tions.  But  the  measures  often  backfired.  [ 
Cash-laden  vans  often  traveled  in  con- 1 
spicuous  caravans  of  three.  Mandating  I 
code  language  to  throw  investigators  off! 
the  trail,  Saccoccia  ordered  his  men  to| 
talk  only  on  cellular  phones  in  the  mis- 
taken belief  that  the  gadgets  were  bug- 1 


COIN  COUEOOR:  ACCUSED  RINGLEADER  SACCOCCIA  RAN  HIS  BUSINESS  OVER  A 
CEUULAR  PHONE  FROM  THIS  STOREFRONT  IN  CRANSTON^  R.I. 


amounts  of  legitimate 
cash.  Those  transactions 
serve  as  camouflage  for 
the  crooked  dealings  al- 
leged by  the  FBI. 
The  laundry  business  is 
so  brisk  that  even  large  crackdowns 
only  temporarily  stem  the  torrent  of  an 
estimated  $1  billion  that's  laundered 
each  year  in  Los  Angeles,  says  Thomas 
R.  Parker,  an  FBI  agent  in  Los  Angeles. 
"In  a  few  weeks  or  days,  a  new  network 
starts  up,"  he  says.  "It's  like  plugging 
holes  in  a  dike." 

BAGS  OF  CASH.  Yet  even  when  Saccoccia 
was  running  money  through  Los  Ange- 
les, says  the  FBI,  the  Cranston  gold 
shop  was  the  nerve  center  of  his  opera- 
tion. The  cash  it  handled  was  funneled 


proof.  That  proved  a  fatal  error  when 
investigators  intercepted  dozens  of  calls 
about  "high  grade"  shipments,  bundles 
of  "20  karat,"  and  deliveries  of  "200 
ounces."  It  didn't  take  a  genius  to  trans- 
late: shipments  of  large  bills,  bundles  of 
$20  bills,  and  deliveries  of  $200,000  in 
cash.  Says  FBI  agent  Parker:  "These  peo- 
ple were  not  particularly  shrewd." 

By  February,  Saccoccia's  crew  was  be- 
ginning to  worry  about  discovery.  "It's 
no  good  living  like  this,"  said  one  money- 
counter  on  an  FBI  tape.  "I'm  59  years 
old.  I  gotta  worry  about  going  to  the 
can."  If  the  feds  have  their  way,  Saccoc- 
cia, too,  will  have  to  worry  about  trading 
his  dingy  office  for  a  jail  cell. 

By  Eric  Schine  in  Los  Angeles  and 
Geoffrey  Smith  in  Boston 
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re  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  we  have  no  control  over. 


As  a  tangible  measure  of  our  confidence  in  the 
Alfa  Romeo  164,  we've  included  a  warranty  that's 
much  more  than  just  a  warranty.  It  covers,  of  course, 
all  the  basics  and  then  some.  But  it  might 
raise  an  eyebrow  to  discover  that  the 
cost  of  installing  your  spare  tire 
while  you're  on  the  road,  or  a 
roadside  service  call  if  you 
run  out  of  gas  is  on  us.  The 
Alfa  Romeo  Assurance 
Program.  It's  standard  equip- 
ment on  every  new  164.  Call 
1-800-245-ALFA  for  the  dealer 
nearest  you  for  details  and  a  copy 
of  the  limited 
warranty.* 

'Emergency  roadside  service  and  trip  interruption 
provided  by  Cross  Country  Motor  Club,  Inc., 
Boston,  MA  02155;  except  in  California,  where 
services  are  provided  by  Cross  Country  Motor 
Club  of  California,  Inc.,  Boston,  MA  02155. 
©t991  Alfa  Romeo  Distributors  ol  Nortfi  America 

The  legendary  marque  of  high  performance. 


effort  to 
)elta  and 
came  to 


ONE  BAILOUT,  HOLD  THE  MAYO,  AND  FRIES 


Ancient  banking  wisdom:  Res- 
taurants come  and  go  as  often 
as  subway  trains  during  rush 
hour.  Financial  institutions,  on 
the  other  hand,  are  built  to  last. 

Schlotzsky's,  a  chain  of  sand- 
wich shops  with  125  locations  in 
Texas,  has  set  up  three  outlets 
in  what  were  formerly  branches 
of  Texas  savings  and  loans,  and 
it's  preparing  to  open  at  least 
six  more.  The  ex-branches,  says 
Schlotzsky's  President  John  Wooley,  are  ideal  locations,  placi'd 
as  they  are  at  the  edge  of  strip  malls  in  high-traffic  areas. 
Most  are  already  set  up  to  do  some  form  of  drive-throuuii 
business,  be  it  ham  and  swiss  or  debits  and  credits. 

Wooley  says  that  landlords  are  quite  happy  to  rent  to  "a 
business  that  takes  in  cash.  The  other  guys  collect  paperwork 
and  give  away  cash.  There's  something  wrong  there."  Taxpay- 
ers, choking  down  the  cost  of  the  S&L  bailout,  would  probably 
agree. 


HARRIS  COLLINGWOOD 


MINDING  THE  KIDS 

Since  1978,  the  Families  & 
Work  Institute  in  New  York 
has  surveyed  American 
businesses  about  chiid-care 
support.  It's  probably  no 
surprise  that  more  and  more 
companies  include  child  care 
on  their  benefits  menu.  But  it 
is  startling  that,  until  quite 
recently,  child  care  was  for 
only  adventurous  companies 


DAIA  FAMILIES  S  WORK  INSTITUTE 


HAS  THE  SUN  SET  ON 
MAXWELL'S  EMPIRE? 

►  Robert  Maxwell's  media 
empire  was  already  tottering. 
Now  comes  the  disclosure 
that  the  late  tycoon  may  have 
siphoned  more  than  $1  billion 
from  his  two  publicly  traded 
companies  and  their  pension 
funds  to  prop  up  his  private 
holdings.  That  may  be  the  last 
^    straw:  On  Dec.  8,  sons  Kevin 
I    and  Ian  Maxwell  resigned  as 
I    chairmen  of  Maxwell  Commu- 
£    nication  and  Mirror  Group,  re- 
£    spectively,  while  British  fraud 
5^    officials  investigate. 
E       Bankers  seemed  likely  to 
£    force  key  Maxwell  companies 
£    into  bankruptcy,  which  could 

0  lead  to  the  sale  of  assets  such 
B    as  book  publisher  Macmillan 

and  the  New  York  Daily 

1  News.  Maxwell's  banks  are  al- 
I  ready  struggling  to  recover 
I  loans  they  made  to  his  web  of 
^    public  and  private  holdings. 


PAN  AM  MAKES 
1 1  tTS  FINAL  DESCENT 

s    ►  Pan  Am,  one  of  America's 
most     venerable  symbols 
"    abroad,  finally  stopped  flying 
:    on  Dec.  4  after  years  of  de- 


cline. A  last-ditch  ( 
save  the  carrier  by  I 
the  airline's  creditors 
naught  on  Dec.  8  when  Delta 
walked  away  from  the  deal, 
citing  a  sharp  decline  in  book- 
ings and  a  steep  hike  in  costs. 

Delta  will  retain  Pan  Am's 
European  system  and  its 
Northeast  shuttle,  assets  it 
bought  earlier  for  $416  mil- 
lion. But  it  still  has  trouble. 
Delta  is  unlikely  to  retrieve 
the  $115  million  it  pumped 
into  Pan  Am  to  keep  that  car- 
rier aloft  as  it  tried  to  remake 
itself  into  a  smaller  company 
serving  Latin  America.  And 
Pan  Am's  creditors  plan  to 
sue  Delta  for  bargaining  in 
bad  faith.  Meantime,  Pan  Am 
will  try  to  peddle  its  lucrative 
Latin  America  routes.  TW,^ 
and  United  are  likely  bidders. 


A  DEAL  FOR  UNISYS 
MAY  BE  IN  THE  WORKS 

►  Takeover  speculation  is  roil- 
ing Unisys  again.  People  close 
to  London's  Charterhouse 
Bank  say  the  bank  is  trying 
to  round  up  a  group  of  promi- 
nent industrialists,  academics, 
and  a  major  industrial  compa- 
ny to  make  an  offer. 

The  sources  say  those  in- 
volved in  the  talks  include 
British  Airways  Chairman 
Lord  King,  former  IBM  Eu- 
rope executive  Edgar  Neu- 
feld,  and  Oxford  University 
scholar  Sir  Claus  Moser.  Un- 


isys Chairman  James  Unruh 
declined  comment,  and  none 
of  those  named  as  investors 
would  confirm  their  involve- 
ment in  the  talks. 


THE  JURY  CONVICTS 
CHARLES  KEATING 

►  A  jury  in  California  state 
court  in  Los  Angeles  on  Dec. 
4  found  Phoenix  financier 
Charles  Keating  guilty  on  17 
of  18  counts  of  securities 
fraud.  He  was  charged  with 
defrauding  buyers  of  bonds 
issued  by  his  coT:ipany,  Amer- 
ican Continental,  the  owner 


of  Lincoln  Savings  &  Loan. 

The  jury  deliberated  for  10 
days  after  two  months  of  tes- 
timony. At  the  trial,  elderly 
witnesses  claimed  that  Lin- 
coln employees  tricked  them 
into  moving  their  money  from 
insured  CDs  into  risky  junk 
bonds.  Keating  faces  up  to  10 
years  in  prison  and  $250,000 
in  fines.  He  also  must  contend 
with  many  civil  claims  and  an 
expected  federal  indictment. 


NOW,  FOR  ASPIRIN'S 
NEXT  MAGIC  TRICK 

►  Regular  use  of  aspirin  may 
sharply  cut  the  odds  of  devel- 
oping colon  cancer,  according 
to  a  study  published  in  the 
Dec.  5  New  England  Journal 
of  Medicine.  Based  on  data 
from  662,400  people  tracked 
by  the  American  Cancer  Soci- 
ety from  1982  to  1988,  re- 
searchers led  by  Dr.  Michael 
Than  found  that  those  who 
took  aspirin  16  or  more  times 
a  month  for  a  year  had  half 
the  risk  of  developing  fatal 
colon  cancer  as  nonusers. 

Two  earlier  studies  also 
found  a  reduced  risk  among 
frequent  users  of  aspirin  or 
other  nonsteroidal  anti-inflam- 
matory drugs,  but  a  third 
found  that  an  aspirin  a  day 
actually  boosted  the  odds  of 
colon  cancer  somewhat. 
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You  know  where  you  stand.  Your  finances  are  under  control. 
With  no  revolving  credit  on  bankcards.  No  more  interest  charge  "surprises." 
You  take  a  different  view  You're  happy 
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Every  day,  businesses  receive  a  sea  of  mail. 
Get  yours  noticed  with  2  Day  Priority  Mail  "  from 
your  post  office.  You  can  call  us  to  pick  up  as 
many  packages  as  you  have  for  one  low  price  of 
just  $4.50.  With  outstanding  reliability  and  the 
lowest  prices  by  far,  it's  no  wonder  we're  #1  in 
2  day  service.  For  pickup  call  1-800-222-1811. 
Some  service  restrictions  apply  We  deliver 
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VOTERS  ARE  MAD  AS  HELL 
IN  NEW  HAMPSHIRE 


As  the  Presidential  race  moves  into  high  gear,  analysts 
would  normally  be  looking  to  Iowa's  Feb.  10  caucuses 
as  the  first  important  test.  But  Democrats  have  all  but 
conceded  Iowa  to  home-state  Senator  Tom  Harkin,  and  this  is 
one  state  where  President  Bush  isn't  looking  over  his  shoulder 
at  a  right-wing  challenger. 

That  inflates  the  importance  of  New  Hampshire's  Feb.  18 
primary  as  a  bellwether.  Granite  State  voters  are  notorious 
free  spirits,  and  the  one-third  of  the  electorate 
registered  as  independents  can  vote  in  either  the 
Democratic  or  Republican  primaries.  This  year, 
an  additional  factor  makes  the  primary  even 
more  volatile:  A  sickly  economy  has  left  voters 
angry  about  the  Bush  Administration's  passivity 
and  open  to  Democratic  activism. 

New  Hampshire's  economic  landscape  is  far 
more  barren  now  than  in  1988,  when  the  state 
basked  in  a  New  England  boom  that  had  driven 
the  unemployment  rate  down  to  2.5%.  Today,  the 
"miracle"  is  a  fading  memory.  High-tech  job 
losses,  a  real  estate  bust,  and  the  collapse  of 
local  banks  have  sucked  New  Hampshire  into  a 
deeper  recession  than  the  rest  of  the  country. 
Even  the  state's  two  electric  utilities  went  bank- 
rupt. "It's  more  like  the  Great  Depression  than  a 
typical  downturn  in  the  business  cycle,"  says 
Manchester  lawyer  Joseph  F.  Keefe,  a  Demo- 
cratic activist.  "People  expect  the  government  to 
do  something  about  this." 
A  BIG  FAVORITE.  Four  years  ago,  candidate  Bush,  at  the  urging 
of  then-Governor  John  H.  Sununu  (page  30),  won  the  hearts  of 
New  Hampshirites  by  promising  "no  new  taxes."  But  Bush 
went  back  on  the  pledge  in  1990,  and  conservatives  are  unfor- 
giving. "His  breach  of  faith  on  taxes  is  more  visible  in  New 
Hampshire  than  anywhere  else,"  says  Republican  analyst  Ke- 
vin Phillips.  "But  the  lack  of  an  economic  game  plan  adds  to 
his  vulnerability."  Commentator  Patrick  J.  Buchanan  may  give 
conservatives  a  way  to  vent  their  spleen  if,  as  expected,  he 


GOVERNOR  GREGG:  BUSH'S 
MAN  IN  THE  GRANITE  STATE 


jumps  into  the  race  on  Dec.  10.  Buchanan  will  offer  a  new 
round  of  tax  cuts,  combined  with  a  large  dose  of  isolationism. 

The  President,  of  course,  remains  the  favorite  to  win  the 
primary.  But  Buchanan  can  still  embarrass  Bush,  and  if  the 
President  responds  by  trying  to  placate  the  GOP  right,  he  could 
lose  moderates  to  the  Democrats.  "Because  New  Hampshire  is 
devastated,  Buchanan  is  already  pulling  20%  to  24%,"  says 
political  analyst  William  Schneider.  "A  President  who's  vulner- 
able in  his  own  party's  primary  is  in  trouble." 

Even  Bush's  backers  say  his  Hooveresque  poli- 
cies are  worsening  his  problems.  Governor  Judd 
Gregg,  just  chosen  to  head  the  President's  New 
Hampshire  reelection  team,  acknowledges  that 
Buchanan  "shouldn't  be  underestimated.  People 
are  upset  over  the  economy  and  want  to  see 
some  action."  Adds  Joseph  A.  Baute,  owner  of  a 
Keene  printing-equipment  company:  "I  don't 
think  the  Administration  cares  or  understands 
how  difficult  things  are  up  here." 

For  the  Democrats,  New  Hampshire  is  an  op- 
portunity: The  winner  will  grab  the  lead  national- 
ly. All  the  Democrats  are  shaping  their  appeal  to 
the  middle  class.  Early  front-runners  are  ex-Sen- 
ator Paul  E.  Tsongas,  who  lives  just  over  the 
state  line  in  Lowell,  Mass.,  and  Nebraska  Sena- 
tor Bob  Kerrey,  whose  heroism  in  Vietnam  ap- 
peals to  voters.  Although  Arkansas  Governor 
Bill  Clinton's  New  Hampshire  campaign  is  just 
getting  started,  he  has  impressed  state  pols  with 
a  well-focused,  moderate  message.  Fence-sitting  New  York 
Governor  Mario  M.  Cuomo,  who  polls  very  well,  faces  a  Dec. 
20  filing  deadline  for  the  New  Hampshire  primary. 

Since  all  the  Democrats  are  coming  with  an  armful  of  eco- 
nomic blueprints,  they'll  have  an  easy  time  playing  to  the 
state's  distress.  Bush  faces  a  far  more  difficult  task,  counsel- 
ing patience  and  self-reliance  to  a  state  that  seems  ready  for  a 
dose  of  old-fashioned  government  activism. 

By  Paula  Dwyer,  with  Douglas  Harbrecht 


CAPITAL  WRAPUPI 


DEMOCRATS 


Arkansas  Governor  Bill  Clinton 
may  yet  do  well  in  New  Hamp- 
shire, but  he's  pinning  his  hopes  for 
the  Democratic  Presidential  nomination 
on  the  delegate-rich  early  Southern  pri- 
maries. To  complement  his  strategy  for 
the  region,  he's  putting  together  a 
Southern  team.  Clinton  has  signed  up 
James  Carville,  the  most  sought-after 
Democratic  consultant  of  Campaign 
'92.  The  hard-hitting  Louisianan  gets 
much  of  the  credit  for  engineering 
Democrat  Harris  Wofford's  upset 
Pennsylvania  Senate  victory.  Clinton  is 
also  talking  to  Jody  Powell,  press  sec- 
retarv  to  President  Carter,  about  com- 


ing aboard  as  media  guru.  Although 
Clinton  remains  relatively  unknown, 
some  political  pros  think  his  well-orga- 
nized campaign  could  quickly  move 
him  to  the  head  of  the  pack. 

ENERGY  

Despite  denials.  Energy  Secretary 
James  D.  Watkins  appears  to  be 
readying  his  exit  from  the  Administra- 
tion. Sources  say  Watkins  has  told  top 
White  House  officials  that  he  would 
like  to  depart  early  next  year  for  a  job 
in  private  industry,  and  a  low-key 
search  for  a  successor  is  under  way. 
Adding  to  the  speculation:  Top  aides  to 
the  Energy  chief  have  also  been  mak- 
ing inquiries  about  private-sector  jobs. 


THE  SENATE 


Colorado  could  provide  a  ray  of  hope 
to  otherwise  bleak  Republican  Sen- 
ate prospects.  Although  State  Senator 
Terry  Considine  is  hobbled  by  a  riding 
accident,  he  holds  a  commanding  lead 
over  GOP  rivals  and  is  threatening 
freshman  Democratic  Senator  Timothy 
E.  Wirth.  A  Denver  Post  poll  shows 
Wirth  leading  Considine  by  only  a  49-32 
margin,  a  poor  showing  for  an  incum- 
bent. Republicans  also  see  an  opening 
in  Georgia,  where  first-term  Democrat 
Wyche  Fowler  Jr.  is  paying  for  his  ear- 
ly opposition  to  the  Persian  Gulf  War. 
Former  Peace  Corps  Director  Paul  Co- 
verdell  is  the  leading  challenger. 
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Did  you  know  that  NEC 

makes  a  wider  range  of 
computer  products  than 
anyone  in  the  industry? 
From  one  of  the 
worlds  smallest  and 
lightest  notebooks, 
to  the  world's 
fastest 
supercomputer. 


The  new  UltraLite  III. 
Is  It  a  notebook,  a 


desktop  or 
portable? 

Yes 

I  V  W  ■  UltraLite'  III  is 

one  of  the  best  per- 
sonal computers  you  can  buy.  In  fact. 


a 


it's  three  of  the  best  personal 
computers  you  can  buy. 
■  First,  the  UltraLite  III,  when  iti  a  note- 
book, weighs  just  4.8  pounds  and 
measures  a  super-thin  1.5"  x  9"  x  11.5" 
It  has  2MB  of  RAM  (expandable  to 
10MB),  a  crisp,  bright  VGA  screen. 
60MB  hard  drive  and  386SX  processor 
running  at  20  MHz.  It  also  has  a  broad 
range  of  connectivity  features,  including 


iuienial  d 

'J 

iiTj  note 


At  4.8  pounds,  it's  one  of  the  smallest,  lightest  386SX  notebooks  around. 


(-  uinputers  and  Communications 


■  Third,  when  iti  a  portable  PC,  it's  about 
as  portable  as  you  can  get.  Combined 
with  its  docking  station,  it  weighs  under 
15  pounds  and  is  comparable  in  size  to 
most  laptops.  So  you  can  set  up  your  office 
whenever  and  wherever  you  need  it. 

The  UltraLite  III  comes  ready  to  run 
with  MS-DOS'  5.0  and  Windows' 
pre-installed.  It  also  gives  you  some- 
thing you  can't  get  from  anyone  else,  at 
any  price:  NEC.  Fact  is,  NEC  not  only 
invented  the  notebook  PC,  we  invented 
the  docking  station,  as  well. 

For  more  information,  call  1-800-NEC- 
INFO.  Or  call  NEC  Fast  Facts 
1-800-366-0476,  #ULITE3  (854833)  for 
literature.  The  new  UltraLite  III.  The 
answer  to  your  every  computing  need. 


%    It's  a  portable  PC.  so  you  can  take  your  desktop  computing  anywhen 


the  way  you  want  to  go. 


NEC 


national  Business 


AIIONI 


YELTSIN  ROLLS 
THE  DICE 


But  will  a  free  market  take  hold  in  time? 


E: 


I  veil  by  Russian  standards,  the 
I  sense  of  foreboding  is  extreme.  In 
I  apartment  parl<ing  lots,  retirees 
living  on  $5  a  month  pick  through  gar- 
bage bins  for  scraps  of  food.  Fear  of 
crime  has  increased  so  much  in  Moscow 
and  St.  Petersburg  that  sales  of  a  Rus- 
sian version  of  Mace,  the  anti-assailant 
aerosol,  are  booming.  When  the  value 
of  the  ruble  fell  50'''''  on  Dec.  3,  Musco- 
vites thronged  exchange  windows  and 
hustled  black  marketeers  in  a  mad 
scramble  for  dollars,  increasingly  the 
currency  of  choice.  The  next  day,  Soviet 
financial  officials  announced  they  were 
suspending  principal  payments  on  their 
foreign  debt. 

Against  such  a  grim  backdroj),  Rus- 
sian President  Boris  N.  Yeltsin  is  finally 
preparing  to  take  the  radical  steps  to- 
ward a  market  economy  that  Mikhail 
Gorbachev  dithered  over  for  six  years. 
Russia  is  adamant  about  going  it  alone, 
especially  after  Ukraine,  the  next-most- 
powerful  former  Soviet  republic,  voted 
to  become  independent  on  Dec.  1.  That 
has  dashed  fast-fading  Gorbachev's  re- 
maining hopes  of  holding  together  the 
Soviet  Union.  Faced  also  with  an  acute 
budget  crisis,  Gorbachev  may  resign 
soon,  an  anticlimactic  end  to  his  aston- 
ishing career. 

As  leader  of  Russia,  Yeltsin  is  push- 
ing ahead  with  42  emergency  decrees 


r.H.'VmG  CHANGE:  THE  FLOATING  RUBLE  COULD 
HZW  SPUR  A  SURGE  IN  FOREIGN  INVESTMENT 


that  will  reshape  the  economy  in  ways 
the  West  has  long  urged.  In  coming 
weeks,  most  wholesale  and  retail  prices 
will  be  freed  for  the  first  time  in  nearly 
seven  decades.  Yeltsin  vows  that  mush- 
rooming government  spending  will  hv 
slashed  and  printing  presses  churning 
out  nearly  worthless  currency  will  l)e 
shut  down.  The  ruble  will  be  allowed  to 
float  against  the  dollar,  finally  allowing 
its  partial  convertibility. 

It  is,  essentially,  the  same  shock  ther- 
apy that  Poland  undertook  in  January, 
1990.  But  this  time  it  will  be  tried  on  a 
vaster  scale,  and  even  the  Western  econ- 
omists who  helped  draw  up  the  blue- 
prints are  biting  their  nails.  Notes  An- 
ders Aslund,  a  prominent  Swedish 
economist  advising  Yeltsin:  "This  is  a 
complete  powder  keg." 
'READY  TO  STRIKE.'  For  Yeltsin,  it's  an 
extraordinary  gamble.  His  tough  pro- 
gram will  dramatically  boost  inflation 
just  as  major  food  shortages  are  expect- 
ed in  large  urban  centers  such  as  Mos- 
cow in  the  winter  months  ahead.  Prices 
of  various  goods  will  leap  anywhere 
from  3  to  15  times.  Fears  of  riots  are 
running  high,  since  more  than  half  of 
Russia's  150  million  citizens  already  live 
on  poverty-level  incomes  of  350  rubles  a 
month  or  less  and  are  used  to  cheap 
prices  buttressed  by  vast  government 
subsidies.  "Almost  the  entire  country  is 
ready  to  strike,"  says  Nikolai  Akritov, 
an  official  of  the  Russian  Federation  of 
Independent  Trade  Unions.  If  disorder 
becomes  rampant,  young  army  officers 
or  hard-line  nationalists  might  stage  a 
coup.  While  a  dictatorship  wouldn't  solve 
Russia's  economic  problems  either,  ex- 
hausted citizens  might  support  colonels 
promising  them  food. 

Can  Yeltsin's  plan  work?  His  backers 
say  that  goods  will  soon  start  filling  the 
stores.  Prices  may  soar,  and  inflation 
may  hit  triple  digits.  But  within  a  few 
months,  enough  of  such  staples  as  cab- 
bage and  kolbasa,  a  Russian  sausage, 
would  be  hitting  the  market  to  spur  com- 
petition and  price  equilibrium.  Even  a 
modest  flow  of  food  and  other  goods 
might  be  enough  to  persuade  Russians 
to  stick  with  the  tough  reform  program. 


IF  THE  REFORMS 

WORK... 


IF  THEY  1 

FLOR..I 
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Yeltsin's  team  of  young  economists  in 
their  late  30s  and  early  40s  are  betting 
that,  despite  some  fundamental  differ- 
ences, Russia  will  take  to  shock  therapy 
the  same  way  Poland  did  last  year.  Dur- 
ing the  first  month  of  the  Polish  experi- 
ence, prices  rose  as  much  as  400%.  But 
within  six  months,  inflation  was  down  to 
levels  of  4%  per  year.  The  Polish  zloty 
actually  gained  value  after  a  bumpy 
plummet  that  lasted  several  months. 

Already,  Yeltsin's  decrees  are  sending 
tremors  through  the  Russian  economy. 
Down  on  the  farm,  hoarding  has  been 
rampant  in  anticipation  of  Yeltsin's  free- 
ing prices.  But  now  that  the  measure  is 
imminent,  a  flood  of  farm  products, 
from  potatoes  to  grain   and  carrots, 
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INTERNATIONAL  BUSINESI 


;ltsin  issues  decree  freeing  prices 

armers  release  hoarded  produce 

oods  flood  state  stores 

lorket  ruble-exchange  rate  boosts 

iports 


5ltsin  issues  decree  freeing  prices 

hoos  erupts  since  the  system  is 
prepared  to  handle  pricing 
ores  remain  empty 


Privatization  speeds  up,  compentioii  yiows 
Prices  level  off,  living  standards  rise,  foreign 
investment  surges 

Similar  measures  follow  in  other  republics 


Farmers  continue  hoarding,  black-market 
prices  explode 

Riots  over  shortages  break  out 

Disillusioned  army  officers,  allied  v^ith 
hard-line  conservatives,  seize  control 


could  begin  moving  toward  stores  and 
markets.  In  the  fertile  Saratov  region  of 
central  Russia,  for  example,  collective 
and  private  farmers  have  been  saving  up 
millions  of  tons  of  grain  and  vegetables 
such  as  onions  and  garlic,  says  Anatoli 
Musikhin,  president  of  a  regional  farm- 
ers' association.  An  estimated  130  mil- 
lion tons  of  grain  have  been  stowed 
away  on  farms  throughout  the  coun- 
try— almost  three-fourths  of  the  har- 
vest. But  he  predicts  the  goods  will 
move  soon.  "Farmers  will  sell,"  Musik- 
hin predicts.  "The  only  reason  they  keep 
the  products  is  because  prices  are  too 
low  and  it's  unprofitable." 

In  the  big  cities,  state  shopkeepers  are 
eager  to  see  prices  freed  up.  At  a 


sparsely  stocked  neighborhood  grocery 
near  Moscow  State  University,  for  exam- 
ple, store  director  Nadezhda  I.  Frolova 
believes  that  free  prices  will  allow  her  to 
boost  the  store's  supplies  of  beef,  chick- 
en, and  eggs  by  10  times.  Up  until  now, 
the  store  has  received  supplies  only 
through  a  state-monopoly  distributor 
that  supplies  60  stores  in  Moscow.  But 
now,  says  Frolova,  several  new  distribu- 
tors have  been  in  contact  about  supply- 
ing her  shop.  After  Yeltsin  frees  prices, 
she  says,  "I'll  go  directly  to  the  supplier. 
We  already  have  many  offers  from  mid- 
dlemen. There  are  suppliers  promising 
us  an  avalanche  of  food." 

Soviet  managers  also  are  uneasy 
about  the  transition.  Even  efficient  Rus- 


sian factories  will  be  badly  squeezed  by 
sprialing  prices.  In  Russia's  frozen 
Western  Siberian  petroleum  fields,  Vla- 
dimir Yudin,  director  of  a  thriving  oil 
refinery,  the  Tobolsk  Oil  Processing 
Kombinat,  figures  that  if  he  raises  his 
prices  for  gas  products  by  10  times,  he 
should  be  able  to  keep  his  operation  sol- 
vent. "It  will  be  difficult  to  brake  infla- 
tion," he  worries. 

Perhaps  the  Yeltsin  measure  with  the 
biggest  long-term  impact  will  be  his  plan 
to  abolish  fixed  exchange  rates,  which 
have  resulted  in  money  values  far  out  of 
whack  with  reality.  On  Jan.  1,  the  cur- 
rency's market  rate  will  be  set  by  auc- 
tions held  by  banks.  The  strategy:  The 
ruble  will  find  its  true  market  value 
and  stabilize — even  if  it  plunges  to  an 
astounding  300  rubles  to  the  dollar, 
more  than  three  times  the  current  black- 
market  rate. 

In  theory,  that's  a  boon  for  foreign 
investors.  Under  the  current  system, 
they  have  to  jump  through  bureaucratic 
hoops  and  invent  elaborate  schemes  to 
repatriate  their  ruble  profits  in  hard  cur- 
rency. After  Jan.  1,  that  will  change. 
They'll  just  go  to  a  Russian  bank,  ex- 
change the  rubles,  and  send  the  dollars 
home.  For  that  matter,  individual  Rus- 
sians will  be  allowed  to  have  dollar  ac- 
counts in  commercial  banks  for  the  first 
time.  "It's  the  first  serious  program  for 
radical  reform,"  says  Arthur  L.  George, 
a  lawyer  with  the  Moscow  office  of  Chi- 
cago-based Baker  &  McKenzie,  whose 
client  list  includes  Walt  Disney  Co.  and 
Shell  Oil  Co. 

RAW  DEALS.  What's  more,  Yeltsin  is  lift- 
ing most  licensing  requirements  on  for- 
eign trade  and  canceling  current  taxes 
and  tariffs  on  imports.  That,  ultimately, 
could  draw  more  Western  consumer 
goods  into  the  Russian  market.  It  also 
may  prompt  a  quick  increase  in  Russian 
exports  of  raw  materials  such  as  metals 
and  timber.  These  items  should  become 
bargains  on  the  world  market  because 
the  Soviet  bureaucracy  has  inflated  their 
export  prices. 

Meanwhile,  Yeltsin  will  ban  the  sale  of 
goods  and  services  for  dollars  on  Rus- 
sian territory,  starting  as  early  as  Jan.  1. 
That  will  toss  cold  water  on  many  of  the 
service  joint  ventures  that  flocked  in 
during  the  peiestroika  years  to  take  ad- 
vantage of  dollar-paying  tourists  and  the 
expatriate  community.  Managers  at 
Stockmann's,  a  Finnish  department  store 
with  two  outlets  selling  goods  for  hard 
currency  in  Moscow,  are  worried.  "All 
our  imports  must  be  paid  in  hard  curren- 
cy. We  can't  operate  if  we  can't  con- 
vert," says  Ilkka  T.  Arvola,  manager  of 
one  of  the  Stockmann's. 

Big  changes  are  also  afoot  at  the  posh 
Savoy  Hotel  in  downtown  Moscow  that 
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'  auires  a  wood-paneletl  bar  and  a  casi- 
no. Converted  from  a  dowdy  Intourist 
hotel  two  years  ago,  the  Savoy  charges 
its  guests  premium  rates  in  dollars.  But 
now,  INFA-HOTEL,  the  Finnish-Soviet 
company  that  runs  the  Savoy,  says  it 
will  be  forced  to  post  dollar-denominated 
prices  and  have  customers  come  up  with 
the  rubles  to  match.  The  ruble  exchange 
rate  for  a  room  may  vary  widely  day  to 
day,  giving  accountants  migraines. 

For  foreign  business  and  Yeltsin  alike, 
the  shorUige  of  hard  currency  is  a  huge 
problem.  Yeltsin  needs  dollars  to  keep 
servicing  the  Soviet  Union's  $84  billion 
debt  load.  To  get  them,  he  plans  to  tax 
Russian  businesses  half  of  their  dollar 


foreshadowed  on  Dec.  3,  when  the  state 
foreign-trade  bank  increased  the  ex- 
change rate  of  rubles  for  tourists  from 
47  to  90,  touching  off  a  frenzy  of  dollar 
buying.  In  the  shadow  of  Yeltsin's 
"White  House"  headquarters,  one  youth- 
ful money  changer  offered  to  trade  dol- 
lars at  a  rate  two  rubles  better  than  the 
new  tourist  one.  "There'll  always  be  a 
black  market,"  he  said.  "A  lot  of  ru- 
bles will  be  coming  from  Ukraine  or 
Byelorussia." 

Such  a  steady  flow  could  rip  apart 
Yeltsin's  blueprint.  If  the  ruble  free-fall 
can't  be  checked,  farmers  and  manufac- 
turers will  continue  to  hold  on  to  their 
goods  and  wait  for  higher  prices,  once 


BARREN  PLAIN:  NEARLY  THREE-FOURTHS  OF  THE  1991  GRAIN  CROP  HAS  BEEN  SQUIRRELED  AWAY 


earnings.  Foreign  businesses  worry  that 
there  won't  be  enough  dollars  to  service 
the  hard-currency  auctions  where  they 
can  exchange  their  rubles.  "You  can't 
talk  convertibility  unless  you  have 
something  to  convert  to,"  says  James  H. 
Giffen,  pre.-ident  of  Mercator  Corp.,  a 
New  York  trading  firm  that  is  trying  to 
help  five  blu"-chip  American  companies 
set  up  joint  ventures  in  the  former  Sovi- 
et Union. 

Yeltsin  also  cou  d  get  s;  ndbagged  by 
newly  independent  republics,  such  as 
Ukraine,  that  are  likely  to  introduce 
their  own  currencies.  If  that  happens,  a 
tidal  wave  of  unwanted  rubl'S  will  wash 
through  Russia,  further  di  | pressing  the 
currency's  value.  Such  a  s.-  mario  was 


again  emptying  stores  and  frustrating 
the  citizenry. 

To  prevent  that  from  happening,  Yelt- 
sin will  have  to  hang  tough.  He  must  cut 
the  150  billion-ruble  Russian  budget  defi- 
cit and  keep  a  tight  rein  on  the  money 
supply.  One  scheme  would  slash  the 
state  budget  by  up  to  25%  and  boost 
revenues  via  a  punitive  287'  value-added 
tax.  The  Russian  government  already 
has  taken  over  control  of  central  f'- 
nances,  including  the  money-printinj 
presses,  from  Gorbachev.  But  Yeltsii 
still  will  be  under  enormous  pressure  to 
cover  state  wages  and  maintain  subsi- 
dies. And  if  the  ruble  overhang  becomes 
uncontrollable,  Yeltsin  could  well  be 
forced  to  create  a  new  currency.  With 


Russian  citizens  walking  around  withl 
their  pockets  stuffed  with  rubles,  ru-l 
mors  abound  that  a  new  1,000  ruble  note! 
is  about  to  be  issued.  I 

Even  flawlessly  executed  economici 
policy,  however,  won't  do  much  to  solvel 
the  more  basic  problems.  Many  Russians! 
still  have  no  understanding  of  a  marketl 
economy.  Take  farming.  Poland  had  a| 
relatively  easy  time  making  its  transi-| 
tion  to  a  market  economy  because  its  I 
farms  were  almost  entirely  privately  I 
owned  before  economic  reforms.  Russia  I 
boasts  about  30,000  private  homesteads,! 
while  more  than  two-thirds  of  all  agricul- 1 
tural  output  comes  from  state  and  col- 1 
lective  farms.  And  most  collective  farm 
presidents  in  Russia  staunchly  oppose 
any  changes  because  reforms  such  as 
allowing  private  ownership  of  land 
would  erode  their  political  power  bases. 
INEXPERIENCED  HANDS.  State  agencies 
still  control  inefficient  distribution  and 
transportation  outlets.  Until  Russia 
pushes  through  a  broad  privatization 
program,  chronic  problems  of  food  dis- 
tribution will  likely  remain.  Some  state 
store  managers  have  little  idea  of  how  to 
set  competitive  prices.  Says  Roland 
Gotz-Conenberg  of  the  Federal  Institute 
of  Soviet  &  East  European  Studies  in 
Cologne:  "The  key  danger  to  these  de- 
crees is  that  Russia  doesn't  have  enough 
professional  managers,  bankers,  accoun- 
tants, and  administrators  who  can  put 
them  into  practice." 

And  Yeltsin  may  again  have  to  square 
off  against  the  Red  Army.  Morale  has 
[ilummeted  since  last  August's  attempt- 
ed coup,  which  failed  when  army  offi- 
cers refused  to  obey  plotters'  orders. 
Now,  young  officers  themselves  are 
threatening  to  seize  control  to  restore 
order.  "If  the  situation  does  not  improve 
soon,  officers  will  unite  and  take  power 
into  their  own  hands,"  warns  Lieutenant 
Colonel  Stanislav  Terekhov.  He  is  a 
member  of  the  organizing  committee  of 
the  newly  formed  Union  of  Communists, 
which  claims  70,000  supporters  and 
promises  to  return  the  country  to  Sovi- 
et power. 

So  Yeltsin's  gamble  has  little  time, 
and  the  odds  are  against  him.  Given 
Russia's  history — and  Yeltsin's  political 
career — almost  anything  can  happen. 
"The  expectations  should  be  kept  very 
low,"  counsels  Swedish  economist  As- 
lund.  "Anything  that  is  less  than  com- 
plete chaos  must  be  considered  a  suc- 
cess." But  even  that  low  hurdle  may  be 
too  hard  to  overcome.  Yeltsin  may  dis- 
cover his  plunge  into  a  free  market  is 
coming  too  late. 

By  Rose  Brady  and  Deborah  Stead  in 
Moscow,  u'ith  Igor  Reichlin  in  Bonn, 
Patricia  Kranz  in  Washington,  and  Peter 
Galuszka  in  New  York 
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POINT  MAN:  THANKS  TO  HIS  INTERNATIONAL  SAVVY,  UMBERTO  AGNELLI  MAY  SHED  THE  MANTLE  OF  PERPETUAL  CROWN  PRINCE 


THE  AGNELLIS  BUY  THEIR 
WAY  INTO  EUROPE  '92 


Hedging  their  bets  on  Fiat's  home  mai'ket,  the  clan  diversifies 


I 


really  won't  be  satisfied  until  I  have 
a  Nestle."  That's  how  the  patrician 
Italian  industrialist  Giovanni  Agnelli 
used  to  joke  with  his  close  friends  about 
his  family's  acquisitions  in  food  and 
beverages. 

It's  hardly  a  joke  anymore.  While  the 
Agnelli  name  has  been  almost  synony- 
mous with  car  giant  Fiat,  the  first  family 
of  Italian  capitalism  is  aggressively  turn- 
ing its  attention  to  investments  far  re- 
moved from  greasy  auto  assembly  lines. 
In  late  November,  an  Agnelli  investment 
arm  bid  $330  million  for  a  controlling 
stake  in  P^rance's  Exor  group,  which  in 
turn  controls  the  $2.4  billion  Perrier  bot- 
tled water  empire.  That's  only  the  latest 
buy  in  an  Agnelli  shopping  spree  that  has 
ranged  from  yogurt  to  insurance  to  hotel 
management. 

Going  into  the  more  unified  Europe  of 
1992,  the  Agnellis  see  the  need  to  hedge 
their  bets  on  cars — and  on  Italy  itself.  The 
family's  flagship  Fiat — the  Agnellis  di- 
rectly and  indirectly  control  AVA  of  the 
ifroup's  capital — faces  unprecedented 
competition  in  its  core  car  and  truck  lines. 
While  Fiat's  costs  are  among  the  lowest  in 
luirope,  the  Turin-based  group's  lineup  of 


new  products  is  skimpy,  just  when 
hungry  competitors  such  as  General  Mo- 
tors Corp.  and  Volkswagen  are  rolling  out 
hot  models. 

Not  to  mention  the  Japanese.  Under  an 
agreement  cut  last  July,  the  European 
Community  will  gradually  allow  more 
Japanese  cars  into  protected  markets 
such  as  Italy's.  Fiat's  once-commanding 
market  share  in  Italy  has  dropped  to  un- 
der 48'/'  from  over  607'  only  three  years 
ago.  In  the  same  period,  the  company  has 
gone  from  record  profits  of  $2.6  billion  to 
an  estimated  $500  million.  Next  year,  says 
Agnelli,  will  be  "very  difficult."  There's 
renewed  speculation  of  a  merger  with 
France's  Peugeot  as  a  possible  way  out  of 
Fiat's  problems. 

GALLIC  GRAB.  In  the  effort  to  redefine 
themselves,  the  Agnellis  are  moving  fast 
to  diversify  geographically,  too.  For  de- 
cades, the  Agnellis  have  thrived  mainly 
within  Italy's  borders.  Now,  the  quintes- 
sential Italian  business  empire  is  reducing 
its  exposure  in  Italy  and  gearing  up  for 
the  rest  of  Europe.  This  move  could  fore- 
shadow tough  times  for  Italy  as  it  limps 
along  with  crippling  government  debt, 
widespread  political  malaise,  and  anemic 


capital  markets.  "We  have  to  invest 
abroad,"  says  Gabriele  Galateri,  a  former 
banker  who  guided  IFIL,  one  of  the  fam- 
ily's companies,  as  it  invested  $1.3  billion 
over  the  past  three  years.  "The  potential 
in  other  European  countries  is  unfortu- 
nately higher  than  it  is  in  Italy." 

In  expanding  their  reach,  the  Agnellis 
are  not  relying  on  Fiat,  whose  sales  of  $49 
billion  are  still  heavily  dependent  on  the 
domestic  Italian  market.  Instead,  the  fam- 
ily is  using  a  collection  of  investment  vehi- 
cles bearing  such  names  as  IFI,  IFINT,  and 
IFIL.  While  these  companies  have  some 
operations  in  Italy,  they  are  the  ones  be- 
ing used  to  gobble  up  properties  mostly  in 
Europe  but  also  in  Asia  and  the  U.  S. 

The  goal,  advisers  suggest,  is  to  be- 
come a  food  and  beverage  titan  in  Europe 
on  a  par  with  Switzerland's  giant  Nestle. 
It's  still  open  to  question  whether  the  Ag- 
nellis can  manage  such  a  disparate  busi- 
ness on  a  continent-wide  scale,  or  whether 
the  notoriously  low-margin  food  and  bev- 
erage business  will  yield  rich  profits. 

But  for  now,  the  Agnellis  are  looking 
like  some  of  Europe's  savviest  investors. 
They've  already  proven  their  knack  for 
making  shrewd  investments  inside  Italy. 
In  fact,  although  the  value  of  Fiat's  non- 
core  holdings  are  carried  on  company 
books  at  a  measly  $2  billion,  they  now 
have  a  market  value  of  more  than  $9  bil- 
lion, according  to  Francesco  Paolo  Mat- 
tioli.  Fiat's  top  finance  man. 

Aside  from  buying  properties  outright, 
the  Italians  are  breaking  ground  in  strate- 
gic alliances  in  France  and  Germany.  The 
Agnellis  are  teaming  up  with  Germany's 
Metallgesellshaft  on  jointly  owned  Paris- 
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based  trading  company  Safic  Alcan,  which 
last  year  notched  up  $600  million  in  busi- 
ness, mostly  rubber  trading  in  the  Far 
East.  IFINT's  control  of  Exor,  with  its  357^ 
holding  in  Perrier  as  well  as  a  portfolio  of 
prime  Paris  real  estate,  gives  the  Agnellis 
added  clout  in  the  French  corporate  world. 
A  20'-!  stake  in  Sardinia-based 
Meridiana,  southern  Europe's 
largest  private  airline,  is 
IFIN'T's  sole  investment  in 
Italy. 

The  Exor  investment  is  an 
example  of  the  Agnellis' 
growing  interest  both  in  food 
and  in  France.  Through  IFIL 
the  Agnellis  are  now  the  key 
shareholder  in  France's  No.  1 
food  and  beverage  giant, 
BSN,  which  last  year  chalked 
up  $9.6  billion  in  sales.  And 
BSN  and  the  Agnellis  have 
spent  over  $1  billion  buying 
Italian  food  companies  rang- 
ing from  Sangemini,  the 
country's  largest  mineral  wa- 
ter concern,  to  Galbani,  the 
leading  salami  and  cheese 
group.  Such  joint  invest- 
ments now  give  the  Turin 
clan  control  over  the  coun- 
try's largest  assemblage  of 
food  companies,  with  $3  bil- 
lion in  annual  sales. 

In  many  cases,  the  Agnellis 
are  trading  their  command- 
ing position  in  the  Italian 
market  for  a  piece  of  the  ac- 
tion outside  the  country. 
French  publisher  Hachette, 
for  instance,  swapped  share- 
holdings with  Milan's  Rizzoli 
Corriere  della  Sera  publish- 
ing group,  which  is  indirectly 
controlled  by  Agnelli  compa- 
nies. And  Fiat  traded  its  Ital- 
ian telecom  unit.  Telettra,  for 
6',^  of  French  electronics  gi- 
ant Alcatel  Alsthom  and  two 
of  its  subsidiaries.  "The  Ag- 
nellis," says  Lazard  Freres  & 
Co.  Chairman  Michel  David- 
Weill,  "are  first  and  foremost 
remarkably  good  partner.-- 
for  foreigners  who  want  t(i 
do  things  in  Italy." 
IN  THE  SPOTLIGHT.  The  Ag- 
nellis' changing  strategic  fo- 
cus may  also  be  accompanied 
by  a  change  at  tiie  top.  Ac- 
cording to  a  clause  in  the 
statutes  of  Giovanni  Agnelli  &  Co.,  which 
controls  the  major  Agnelli  holdings,  man- 
aging partners  must  retire  at  age  75.  In 
Giovanni's  case,  that  means  1996.  And, 
company  insiders  say,  the  silver-haired 
magnate  may  abdicate  even  before  then. 

The  diversification  drive  is  putting  the 


spotlight  on  the  mild-mannered  Umberto 
Agnelli.  Over  the  decades,  he  has  played 
No.  2  to  his  older  brother,  Giovanni.  Right 
now.  57-year-old  Umberto  is  the  architect 
of  much  of  the  family's  overseas,  nonauto 
investments.  In  the  drawing  rooms  of  Ag- 
nelli courtiers  in  Turin  and  Milan,  the  talk 


THE  NEW  AGNELLI  EMPIRE 


Faced  with  increasingly  brutal  competition  in  autos,  Italy's 
premier  industrial  family  is  diversifying  into  food,  hotels,  air- 
lines, and  other  more  lucrative  fields  throughout  Europe 


PERRIER 


After  snapping  up  leading 
Italian  mineral  water 
brands  last  year,  an  Agnelli 
investment  arm  in  late 
November  bid  for  a  domi- 
nant stake  in  France's 
Perrier,  the  world's 
leading  bottled  water 
group 


D ANONE 


With  5.75%  of  BSN. 
France's  largest  food 
group,  the  Agnellis 
now  have  a  partner 
with  clout  for  joint 
acquisitions  in  food. 
Danone  yogurt  is 
one  BSN  brand 


MERIDIANA 


The  Agnellis'  20%  stake  in  Meridiana,  southern  Europe's 
largest  private-sector  airline,  is  one  of  the  family's  Italy- 
based  diversifications 


these  days  is  of  his  increasing  responsibil- 
ities and  powers.  Says  one  Fiat  employee 
close  to  both  brothers:  "Umberto  will  be 
king  before  too  long." 

Umberto's  increasing  power  is  shifting 
the  emphasis  at  the  group.  He  has  more 
experience  in  Asia  and  Eastern  Europe 


than  his  brother,  who  passes  almost  as 
much  time  in  New  York — where  he  has  a 
Matisse-filled  Park  Avenue  penthouse — 
as  he  does  in  Turin.  The  elder  Agnelli  re- 
cently told  an  interviewer:  "All  [Umber- 
to's] links  with  Japan,  his  knowledge  of 
Japan,  and  his  responsibility  for  relations 
with  Eastern  Europe  give 
him  a  different  training  to 
my  own.  My  life  has  been  Eu- 
rope with  America.  I'm  more 
Atlantic." 

SCOUTING  ASIA.  Signaling 

the  shift,  the  company  is 
making  its  first  moves  in 
Asia,  though  from  a  much 
more  modest  starting  point 
than  in  Europe.  A  few  days 
after  Umberto  returned  from 
Tokyo  in  November,  Riche- 
court,  a  new  Hong  Kong- 
based  venture  capital  group 
jointly  owned  by  the  Agnellis' 
IFIL,  the  Rockefellers,  and 
France's  Worms  &  Co.,  an- 
nounced its  first  deal:  a  chain 
of  clubs  for  business  execu- 
tives. And  in  the  next  few 
weeks,  IFINT,  the  holding 
company  that  oversees  the 
major  Agnelli  investment  in 
the  U.  S.,  will  be  opening  an 
observation  post  in  Singa- 
pore. Says  Gianluigi  Gabetti, 
managing  director  of  IFINT: 
"We'll  pay  a  lot  of  attention 
to  the  Far  East." 

Even  within  the  Fiat 
group,  diversification  is  pro- 
viding a  lift.  Such  activities 
as  robots,  financial  services, 
and  chemicals  will  account 
for  over  27%  of  sales  this 
year.  Says  Dagmar  Botten- 
bruch,  auto  specialist  at  Fin- 
anciere  Credit  Suisse-First 
Boston  in  Milan:  "If  it 
weren't  for  diversified  sales, 
Fiat  would  be  losing  money 
this  year." 

Even  as  the  Agnellis  ac- 
quire properties  outside  of  It- 
aly, however,  they  are  selling 
off  pieces  of  Fiat  to  help 
meet  the  enormous  cash 
needs  in  the  auto  and  truck 
divisions.  Company  insiders 
say  that  spinning  off  all  or 
part  of  the  retailing  and  in- 
surance units  is  likely  over 
the  next  year  or  so.  Says  Um- 
the  next  five  years,  our  core 
need  money.  And  yes,  we 
Flagship  Fiat  may  be  in 


berto:  "In 
business  wil 
will  slim  down, 
for  rough  times,  but  the  broadening  of  the 
Agnelli  empire  will  help  cushion  the  shock 
waves  of  Europe  '92. 

By  Jolt n  Rossant  in  Turin 
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Getting  to  gate  87  in 
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SUDDENLY,  FREE  TRADE  WITH 
MEXICO  IS  IN  TROUBLE 


When  President  Bush  hosts  his  Mexican  counterpart 
Carlos  Salinas  de  Gortari  at  Camp  David  on  Dec.  14, 
the  mood  won't  be  as  cheery  as  in  the  past.  Suddenly, 
the  prospects  of  the  two  leaders'  creating  a  U.  S.-Mexico-Canada 
free-trade  zone  rivaling  the  European  Community  have  turned 
sour.  It  now  seems  unlikely  that  they  will  meet  their  target  of 
getting  a  pact  through  the  U.  S.  Congress  in  1992. 

The  deal  looked  like  a  shoo-in  when  Congress  gave  the  Bush 
Administration  fast-track  negotiating  authority 
last  May.  But  the  political  climate  has  shifted 
radically  since  then.  The  U.  S.  recession  has 
raised  fears  that  any  trade  pact  will  accelerate 
the  drain  of  manufacturing  jobs  to  Mexico. 
With  an  election  year  approaching,  bashing  the 
pact  has  become  good  politics.  Pennsylvania's 
Harris  Wofford  scored  points  doing  it  on  the 
way  to  his  surprise  U.  S.  Senate  victory  in  No- 
vember. Now,  Senator  Tom  Harkin  (D-Iowa) 
has  made  opposition  to  free  trade  a  centerpiece 
of  his  Presidential  campaign.  On  the  right.  Re- 
publican commentator  Patrick  Buchanan  may 
challenge  Bush  in  the  New  Hampshire  primary 
with  an  "America  First"  campaign  critical  of 
the  deal. 

'NOTHING  GOOD.'  While  Cai'la  A.  Hills  and  oth- 
er trade  officials  are  keeping  up  a  brave  front, 
many  political  strategists  now  consider  it  un- 
likely that  Bush  could  push  an  agreement 
through  Congress  before  the  elections.  "No 
one  has  given  up  on  trying  to  get  an  agree- 
ment next  year,  but  clearly,  this  is  going  to  be  more  difficult 
than  we  expected,"  says  one  top  trade  official.  Congressional 
committees  are  expected  to  scrutinize  any  agreement  line  by 
line,  pushing  a  vote  well  past  November. 

Such  a  delay  would  jeopardize  free  trade  in  both  Canada  and 
Mexico.  Canada's  own  deep,  drawn-out  recession  has  already 
helped  sink  Prime  Minister  Brian  Mulroney's  approval  ratings 
below  20' ' .  Moreover,  Canadians  blame  the  U.  S. -Canada  free- 


NORTH  CAROLINIANS  PROTEST 
THE  TRANSFER  OF  JOBS  TO  MEXICO 


trade  pact  of  1988,  which  Mulroney  enthusiastically  supported, 
for  Canada's  sky-high  10.3'/f  unemployment.  So  Canadian  oppo- 
sition to  a  pact  with  Mexico  is  already  intense.  "There  will  be 
nothing  good  for  Canada  in  this  deal,"  says  Maude  Barlow,  a 
leading  opponent  of  free  trade. 

If  the  negotiations  drag  on  too  long,  they  may  become  a  huge 
issue  in  the  general  elections  that  must  be  called  by  late  1993. 
Warns  Gordon  Ritchie,  a  former  top  Canadian  trade  negotiator: 
"If  we  don't  have  a  deal  by  March,  it  means 
postponing  until  1993,  and  then  all  bets 
are  off." 

LOSING  CLOUT.  Although  the  trade  talks  are 
vastly  more  popular  in  Mexico  than  in  Canada, 
snags  could  also  lead  to  troubles  there.  Free 
trade's  chief  backer,  Salinas,  is  now  halfway 
through  the  one  six-year  term  allowed  Mexican 
Presidents,  and  he'll  gradually  lose  clout  from 
here  on.  If  the  pact  is  still  on  the  table  as  the 
struggle  over  presidential  succession  heats  up, 
it  could  become  a  prime  target  for  nationalist 
opponents.  That's  why  Salinas  is  hustling  to 
Camp  David  to  try  to  rejuvenate  the  talks. 

A  setback  on  free  trade  could  have  disas- 
trous consequences  for  Salinas'  reform  pro- 
gram. Expectations  of  a  quick  agreement  have 
drawn  $12.5  billion  into  the  Mexican  financial 
markets  this  year  alone,  driving  the  stock  mar- 
ket up  120/f  and  giving  Mexico  a  record  $16 
billion  in  reserves.  But  analysts  warn  that  a 
souring  of  the  free-trade  talks  might  spook 
investors — sending  the  economy  into  a  tailspin.  "Negative  head- 
lines on  free  trade  would  send  people  to  the  door,"  says  William 
G.  McBride,  an  analyst  at  Lipper  Analytical  Services. 

Bush  also  has  a  lot  to  lose.  He's  already  under  sharp  attack 
for  lacking  a  strong  domestic  policy.  Disarray  on  free  trade 
would  weaken  his  remaining  strong  suit — foreign  affairs. 

By  Paul  Magnusson  in  Washington,  William  C.  Symonds  in 
Toronto,  and  Stephen  Baker  in  Mexico  City 
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billion.  The  government  plans  to  sell 
15%  more  to  a  foreign  investor  and  an 
additional  32'a  to  the  public,  but  it  will 
retain  28''^. 

GERMANY  

The  Social  Democrats  are  using  their 
control  of  the  Bundesrat  (upper 
house)  to  stymie  Chancellor  Helmut 
Kohl's  economic  initiatives.  On  Nov.  30, 
the  SDP,  taking  a  populist  stance,  tor- 
pedoed Kohl's  pro-business  tax  re- 
forms as  well  as  a  plan  to  streamline 
the  Bundesbank.  The  political  gridlock 
is  shaking  business  confidence  and  di- 
verting Kohl's  attention  from  Europe- 
an issues.  Bonn  is  starting  to  look  like 
Washington  on  the  Rhine. 


HUNGARY 


Western  high-tech  exports  to  Hun- 
gary, Czechoslovakia,  and  Po- 
land are  likely  to  be  decontrolled  with- 
in a  year,  U.  S.  officials  say.  The  move 
would  allow  free  export  of  telecom- 
munications and  other  advanced  equip- 
ment and  spur  Western  investment  in 
high-tech  manufacturing  facilities 
there.  The  17-member  Coordinating 
Committee  on  Multilateral  Export  Con- 
trols or  Cocom,  is  expected  to  remove 
Hungary  from  its  list  of  proscribed 
countries  early  next  year.  Hungary 
will  get  the  nod  first  because  of  its 
political  stability  and  its  progress  in 
establishing  an  export-control  regime. 


Delisting  of  Poland,  which  still  has 
35,000  Soviet  troops  on  its  soil,  and 
Czechoslovakia,  which  is  a  major  weap- 
ons exporter,  could  take  several  more 
months. 

ISRAEL  

In  what  could  prove  to  be  a  milestone 
in  economic  reform,  Israel  looks  set 
to  float  a  25'-;  stake  in  Israel  Chemi- 
cals, the  second-largest  state-owned 
company,  on  the  Tel  Aviv  stock  ex- 
change in  January.  This  will  be  a  major 
test  of  the  government's  seriousness 
about  privatization  as  well  as  the  Israe- 
li stock  market's  ability  to  absorb  large 
issues.  ICL  had  $1.25  billion  in  sales  last 
year  and  is  valued  at  $1  billion  to  $1.4 
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STRATEGIES  I 


THE  WORD  AT  GRACE: 

IF  IT'S  NOT  SELLING,  SELL  IT 


President  Bolduc  has  $1.5  billion  worth  of  properties  on  the  block 


As  first  encounters  go,  this  one 
was  a  disaster.  Back  in  1982,  J. 
Peter  Grace,  the  mercurial  chief 
of  W.  R.  Grace  &  Co.,  was  heading  a 
commission  created  by  President  Rea- 
gan to  study  cost  control  in  the  federal 
government.  Into  a  meeting  walked  J.  P. 
Bolduc,  then  a  vice-president  with  the 
consulting  firm  Booz  Allen  &  Hamilton 
Inc.  Bolduc,  under  the  impression  he 
was  going  to  see  Grace  alone,  unexpect- 
edly found  himself  having  to  expound  in 
front  of  35  people  on  how  the  commis- 
sion should  be  run.  Grace  challenged 
Bolduc's  assertions  and  made  some 
snide  comments  about  consultants.  Bol- 
duc stormed  off,  vow- 
ing never  to  work  for 
the  commission — let 
alone  for  Grace. 

Bolduc  apparently 
doesn't  carry  a  grudge. 
After  an  impressed 
Grace  called  him  repeat- 
edly, Bolduc  relented. 
He  not  only  joined  the 
commission  but  also 
threw  in  his  lot  as  a  se- 
nior vice-president  with 
Grace's  sprawling  $6.8 
billion  industrial  con- 
glomerate a  year  later. 


HE  CORPORATION 


Today,  Bolduc,  52,  is  the  company's 
president  and  heir  apparent,  although 
the  78-year-old  Grace  has  no  plans  to 
retire.  "I'm  running  the  company,"  he 
huffs.  Grace  continues  to  plot  strategy, 
while  Bolduc  oversees  operations.  And 
with  the  boss's  apparent  blessing,  Bol- 
duc has  begun  to  dismantle  much  of  the 
empire  Grace  built  in  his  46-year  tenure 
at  the  top.  "Clearly,  Peter  Grace  has 
told  him  what  he  wants  to  do,"  says 
Peter  S.  Lynch,  former  manager  of  Fi- 
delity Investments  Inc.'s  Magellan  fund 
and  a  Grace  director  since  1989.  "And 
J.  P.  Bolduc  has  ideas  of  his  own." 

Bolduc  spearheaded  the  radical  re- 
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.structuring  Grace  unveiled  in  early  No- 
vember. The  company  plans  to  shed  $1.5 
billion  worth  of  assets,  or  24%  of  its 
total,  while  refashioning  itself  around  its 
core  specialty  chemical  and  health  care 
operations  (charts).  And  in  contrast  to 
Grace,  Bolduc  wants  more  centralized 
control  over  his  domain,  while  demand- 
ing better  bottom-line  performance.  An 
earnings  laggard  in  recent  years,  the 
company  has  set  some  ambitious  goals — 
10'/  annual  earnings  growth  and  a  20% 
return  on  equity  by  1995. 
SCANTY  EXPERIENCE.  Getting  there  is  no 
cinch.  Despite  shedding  assets  such  as 
restaurants  and  retail  stores  in  recent 
years,  Grace  is  still  a  grab-bag  of  28 
businesses  with  more  than  100  product 
lines  ranging  from  cocoa  to  plastic  wrap. 
Its  return  on  equity  averaged  just  8.6%, 
compared  with  13.6'/  for  the  average 
company  in  the  Standard  &  Poor's  500- 
stock  index.  And  Grace's  balance  sheet 
is  no  prize.  Long-term  debt  had  soared 
to  $1.9  billion,  or  54'/  of  total  capital,  at 
the  end  of  1990  as  the  company  bor- 
rowed to  finance  capital  spending  and 
outlays  such  as  dividend  payments.  Cash 
flow  has  been  negative 
since  1986. 

Then,  too,  there's  the 
question  of  Bolduc's 
rather  scanty  hands-on 
operating  experience. 
Aside  from  a  brief  stint 
as  chief  financial  offi- 
cer, Bolduc  has  spent 
most  of  his  nine-year 
career  at  Grace  oversee- 
ing the  company's  cocoa 
and  other  specialty 
businesses.  Some  for- 
mer executives  wonder 
whether  he  has  the  kind 
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of  managerial  knowhow  to  run  a  far- 
flung  outfit.  "Bolduc  has  never  run  an! 
operating  unit  for  any  period  of  time," 
says  one  former  insider.  Retorts  Bolduc: 
"People  told  me  they  thought  I'd  be] 
gone  in  90  days.  Fm  still  here." 

Bolduc  is  determined  to  prove  his  crit- 
ics wrong.  His  first  task:  carry  out  the! 
company's  planned  asset  sales.  Grace] 
has  already  sold  six  businesses,  includ- 
ing its  feed  and  automotive-chemicals  | 
companies,  for  more  than  $230  million. 
And  it  expects  to  pick  up  another  $370  I 
million  from  divestitures  by  yearend.  If 
that  happens,  Bolduc  figures  the  cash, 
plus  the  savings  from  trimming  capital 
expenditures  this  year  by  227c,  to  $400 
million,  will  allow  the  company  to  reduce 
debt  to  a  more  comfortable  457<  of  total  | 
capital  by  the  start  of  next  year.  Further 
savings  should  come  from  the  shift  this 
summer  of  Grace's  headquarters  from 
Manhattan  to  Boca  Raton,  Fla.  And 
more  relief  will  come  in  1992,  when  Bol- 
duc expects  to  unload  an  additional  $900 
million  worth  of  businesses. 

For  future  growth,  Bolduc  is  scouting 
out  new  markets  and  acquisitions  for 
the  five  specialty  chemicals  businesses 
Grace  intends  to  keep.  To  get  more  mile- 
age from  standbys  such  as  Cryovac  plas- 
tic packaging,  Bolduc  aims  to  expand  it 
from  food  service  to  health  care  and  oth- 
er products.  Grace  is  also  bolstering  its 
No.  3  position  in  industrial  water  treat- 
ment, spending  $42  million  last  year  to 
buy  three  companies  in  Europe  and  one 
in  Australia.  Bolduc  figures  this  $241 
million  luisiness  will  grow  lo7<  annually. 
STILL  SHOPPING.  He  also  has  aggressive 
plans  for  Grace's  second  core  business, 
health  care.  Through  its  National  Medi- 
cal Care  Inc.  subsidiary,  Grace  is  the 
largest  nonhospital  supplier  of  kidney- 
dialysis  service  in  the  U.  S.  Grace's 
health  care  businesses  produced  sales  of 
$875  million  last  year,  or  IS'  <  of  the  to- 
tal, and  analysts  say  it  should  grow  at 
up  to  a  20'/'  annual  clip  for  the  next 
several  years.  The  company  also  plans  to 
increase  its  market  share  by  buying  in- 
dependent dialysis  centers. 

Grace  says  he  backs  the  changes  Bol- 
duc is  making.  And  so  do  investors: 
Since  January,  Grace  stock  has  risen 
60Sc,  to  about  39.  "Bolduc  has  done  a 
marvelous  job  of  orchestrating  the  com- 
pany," says  Mark  R.  GuUey,  a  Morgan 
Stanley  &  Co.  analyst.  But  can  this  mae- 
stro help  the  company's  earnings  hit  the 
high  notes?  This  year,  Grace's  earnin.gs 
are  expected  to  grow  by  only  69c,  to 
$217.7  million,  on  $6.9  billion  in  sales, 
figures  Merrill  Lynch  &  Co.  If  that 
doesn't  change  soon,  Bolduc  may  find 
himself  wishing  he  hadn't  taken  those 
phone  calls  from  Peter  Grace  after  all. 
Bi/  Gail  DeGeorge  in  Bora  Raton.  Fla. 
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durability  of  my  Motorola  cellular  phone.. 
They're  built  to  take  whatever  1  dish  out. 

"It's  the  way  smart  people  stay  on  top 
of  their  gome." 


M€>T€>ROLA 

CellalBr  Telephones 

TechnologY  th0  can  take  it. 
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Twice  a  year, 
the  entire  industry  ships 
the  best  its  factories  and  R&D  labs 
can  produce  to  the  Winter  and  Summer  Consumer 
Electronics  Shows  so  department  stores,  small  local  retailers 
and  large  chains  can  pick  and  choose  what  they  will  offer  consumers 
for  the  months  ahead.  The  Winter  Show,  in  Las  Vegas  next 
month,  is  closed  to  the  public,  but  on  the  following  ^tiu 
pages,  you'll  find  a  preview  of  the  latest 
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SPONSORED  BY  THE  ELECTRONIC  INDUSTRIES  ASSOCIATION 
CONSUMER  ELECTRONICS  GROUP 
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1  [OnSUMR  £L£[TRDni[S 

Old  television  sees  may  make  interesting 
heirlooms  and  conwnsation  pieces,  but 
unlike  fine  wines  and  antique  hirniture, 
fhe\'  don't  improve  with  age.  Anyone 
with  a  T\'  set  more  than  a  few  years  old, 
in  fact,  IS  missing;;  out  on  a  slew  of  im- 
provements in  perfomiance  and  con  - 
vcnience  that  have  been  biiilt  into  most 
m.ijc>r  brands. 

ImproN'ements  in  TA^  sets  can  he 
divided  roughly  into  three  areas:  picture 
performance,  sound  reproduction  and 
ease  of  use.  For  the  most  pait,  those 
advances  have  come  without  coixespond- 
ing  increases  in  prices,  though  the  cost 
of  TV  sets,  even  in  any  one  screen  size, 
\'aries  more  than  ever  because  of  the 
many  different  combinations  of  features 
and  technolos^ies. 

Because  tcle\'ision  is  a  visual  medium, 
improvements  in  picture  perfomiance 
are  arguably  the  most  significint.  The\' 
are  e\'en  more  cmcial  for  anv'one  inter- 
ested in  j.ny  of  the  new,  larger  screen 
sizes  that  ha\'e  come  into  vogue  over  the 
last  few  wars.  ,'\s  screen  sizes  have  ex- 
panded into  30-,        32-,  and  even 
35-inches,  measured  diasjonally,  manu- 
facturers have  had  to  work  even  harder 
to  elimin.ite  the  anomalies  in  picture 
perfomi.mce  ihat  mioht  tjo  unnoticed 
in  smaller  screen  m/cs. 

Amona  the  ad\'ances  worth  looking; 
for:  new  chassis  designed  tor  greater 
reliability  ;ind  consistent  perfomiance, 
hii];her  resolution  picture  tuL'^es,  and  ad- 
vanced siijnal  processing  —  in  paitu  ular 
the  use  of  comb  filters  —  to  reduce 
\  Ki:'o  noise  and  improve  brightness,  con- 


Bang  &  Olufsen  Home  Theater;  Everything  but  popcorn. 


trast  and  edge-to-edge  shaipness. 

Some  examples:  Sony's  use  of  an 
automatic  beam  limitina  circuit  in  all  of 
Its  27-  and  32-inch  XBR  TV  sets,  for 
better  screen  brightness,  and  a  newly 
developed  o.xide  titanium  coating  for  its 
new  29-inch  TV  receiver  for  increased 
unifonn  brightness.  RCA,  Toshiba, 
Ma^navo.x,  Pan.isonic,  and  other  major 
TV  brands  popularizing  the  use  of 
so-called  Invar  shadow  masks  on  their 
picture  tubes  for  even  color  reproduction 
edge-to-edge  —  a  traditionally  thorny 
pixiblem  in  larger  screen  sizes.  Zenith's 
development  of  the  industry's  first  tmly 
flat  picture  tube,  dubbed  the  Flat  Ten- 
sion Mask  tube  increases  brightness, 
resolution  and  color  fidelity.  And  there's 
development  of  near-flat  picture  tubes 


by  Panasonic,  Thomson  Consumer 
Electronics,  (which  markets  under  the 
RCA  and  GE  brands)  and  Toshiba,  in 
partiailar,  for  the  same  reasons. 

The  results  of  all  that  work?  Increases 
of  20  percent  and  more  in  horizontal 
resolution  in  some  sets,  with  better  con- 


Improvements  in 
TV  sets  can  be  divided 
roughly  into  three  areas: 

picture  performance, 
sound  reproduction,  and 
ease  of  use. 


tyi  MWOLTACORPORAnON 


COPING  WITH  UNEXPECTED  GROWTH. 


Growth  is  great. 

It's  what  every  business  scratches,  digs  and  sweats  for. 
But  it  can  present  problems  if  you're  not  ready  for  it.  To 
handle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
one  of  Minolta's  small  business  copiers  would  be  an  excellent 
place  to  start. 

In  addition  to  being  compact,  easy  to  operate  and  load, 
they  can  give  you  the  kinds  of  things  that  help  any  growing 
business  Keep  up. 

Like  complete  sets  of  copies  (without  expensive  sorting 
attachments).  Cartridge  loading,  interrupt  capability  (which 


allows  you  to  jump  in  and  make  a  quick  copy  even  in  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  if  you  want  a  copier  that  will  allow  you  to  be  ready 
for  whatever  crops  up.  call  1-800-9 -MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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trast  and  brightness.  It's  not  hard  to  find 
models  rated  at  600,  700       even  800 
lines  of  horizontal  resolution  (actually, 
the  number  of  vertical  lines  a  set  can  dis- 
pla\',  counting  across  the  screen),  com- 
pared to  the  400  to  500  line  threshold 
achie\'ed  bv  sets  only  two  to  three  years 
ago.  While  there  are  no  programmmg 
sources  today  with  horrzontal  resolution 
higher  than  450  lines  or  so  (achieved  by 
a  laser  videodisc  or  Super  VHS  tape),  the 
ijrcater  the  number  of  lines  of  horizontal 
resolution  a  set  can  display,  generally,  the 
sharper  the  images  will  appear. 

One  of  the  problems  with  large  screen 
T\  '  sets,  and  projection        m  particular, 
IS  that  as  the  screen  size  increases,  the 
broadcast  scanning  lines  that  comprise 
a  television  imaae  become  more  notice- 
able. Each  television  rmage  is  actually 
produced  by  two  sets  of  alternating  scan- 
ninij  lines  even'  1/ 60th  of  a  second  that 
arc  interleaved  to  create  the  appearance  of 
one  f  nunc  everv  I  / 30th  of  a  second.  One 
vvav  around  that  is  to  store  one  set  of 
scanning;  lines  m  solid  state  memor\", 
combine  it  with  the  second  set  and  dis- 
play the  entire  frame  at  one  time. 

Tlie  technique  is  called  progressive 
scanning  and  is  the  basis  for  so-called 
IDT\'  sets.  In  the  past.  Philips  Con- 
sumer hlectronics  has  brout;ht  a  few 
IDT\'  sets  to  market,  and  Toshiba  still 
carries  a  32-inch  1DT\'  set  in  its  line. 
Starting  later  this  month,  or  early  next 
\'ear,  though,  Thomson  Consumer 
Electronics  under  its  ProScan  label  is  ex- 
pected to  launch  a  full  line  of  IDTV  sets, 
including  big  screen  direct  view  and 
project  T\'  models. 


Up  until  a  few  \'ears  ago,  sound 
reproduction  was  an  ofti-ignored  issue  tn 
TV  set  design  and  manufacturing.  But 
the  development  and  continued  growah 
of  stereo  T\^  broadcasting  in  the  mid- 
and  late  1980s  —  and  the  expanded 
use  of  television  receivers  m  home  theater 
S)'stems  has  led  manufacturers  to  pay 
more  attention  to  how  their  products 
reproduce  sound  as  well  as  images. 

Man\'  of  the  better  TV  sets  now 
incoiporate  more  powerful  audio  am- 
plifiers and  better  loudspe<ikers.  And 
several  of  the  major  brands  have  created 
strategic  alliances  with  respected  audio 
specialty  manufacturers  to  build  TV^  sets 
with  built-in  custom  audio  systems. 

Toshiba,  for  example,  sells  several 


TV''  sets  with  so-called  "Sonic  Hologra- 
phy" sound  systems  designed  by  Carver 
Zenith  builds  several  T\''  sets  with  sound 
systems  from  Bose.  Magnavox  and  JBL 
have  cooperated  on  projection  T\'  sets 
and  both  Sony  and  RCA  have  Kcensed 
the  acclaimed  Sound  Retrieval  System 
developed  by  Hughes  Aircraft  Company. 

Through  special  electronic  signal  pro- 
cessing, both  Hughes'  SRS  and  Carver's 
Sonic  Holography  attempt  to  recreate 
a  three-dimensional,  movie  theater-like 
experience.  And  both  approaches,  accord- 


Sharp  Vision:  Portable  LCD  Projection  TV. 


Well  Give  You  $250ToTrade 
In  li)ur  Qd  W)rkhorse 
For  AMore  Efficient  One. 


Ul  l.l  !  I  !  J.T  I  T  f.T  I.I--J  U 


1961  IBM'  Selectric"  Features: 

•  Changeable  Font  Element 

•  Non-Moving  Carriage 


1991  IBM  Wheelwriter'  15  Features: 

Changeable  Font  Element 
Non-Moving  Carriage 
Forms  Format  Storage 
Vaiiable  Stop  Codes 
6,(X)()-Byte  Correction  Memory 
Alternate  Languages 
Spell  Check 
50,000  Word  Dictionary 
300  Custom  Word  Reference 
Expand  Print/Line  Spacing 
Format  Storage 
Column  Layout 
Repiint 
Relocate 
Word  Tab 
Bold 
Draw 

Adjustable  Selectric  Touch  Keyboard 
Printer  Attach /Sheet  Feed  Options 

Celebrate  the  30th  Anniversary  of  the  IBM  Selectric  Typewriter  by  trading  in  this  American-made 
classic  for  a  better,  faster  and  even  more  dependable  one,  the  IBM  Wheelwriter  15.  Just  look  at  all  the  advanced 
functions  it  can  perform.  And  when  you  can  get  ^250  for  any  1961  to  1987  Selectric  as  a  trade-in  now  through 
December  31,  why  wait?  That  lowers  the  price  of  a  versatile  new  Wheelwriter  15  to  S645! 

To  order,  phone  1-800-IBM-2468.  For  more  information  about  the  complete  line  of  IBM  Typewriters, 
contact  the  local  dealer  nearest  you.  It  s  time  to  put  your  old  workliorse  out  to  pasture. 


Typewriters 


Lexm^krk 

Exclusive  Manufacturer  of 
IBM  Typewriters 


IBM,  Selectric  and  Wheelwriter  are  registered  trademarks  of  International  Business  Machines  Corporation  and  used  under  license.  Lexmark  is  a  trademark  of  Lexmark  International,  Inc. 
Trade-in  price  valid  through  credit  card  phone  orders  only.  This  Is  a  manufacturer's  offering.  Dealer  price  may  vary.  ®Lexmark  International,  1991 
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niii  to  ruimcroiis  critical  reviews,  t^ener- 
all\'  do  a  ijood  job  of  delivering  on  that 
promise.  Likewise,  Bose,  fBL,  and  a 
h.mdiiil  of  other  hi-h  companies  allied 
with  TX'  makers,  have  done  an  admi- 
rable job  of  designing  audio  systems 
geared  to  the  special  needs  of  television 
audio  playback. 

One  of  the  thorniest  problems  in 
designing  an  ef^^ective  sound  system  for 
a  r\''  receiver  is  reproducing  the  deep 
bass  frequencies  that  add  a  palpable  pres- 
ence to  everything  from  ]et  fighters  roar- 
ini^  across  the  screen  to  svinphonies  in 
a  concert  hall.  It  nonnally  takes  a  large 
loudspeaker  enclosure  to  faithfullv  re- 
produce low  frequencies  —  sc^mething 
difficult  to  build  into  the  ty^-iical  TV 
cabinet.  One  interesting  approach  taken 
bv  Panasonic  is  to  build  the  speakers  into 


Mitsubishi  120-inch  TV:  Big  picture,  big  sound. 


the  rear  of  the  cabinet,  with  front-firing 
speaker  ports  wrapping  around  from 
the  rear  of  the  cabinet  to  the  front.  The 
result  IS  impressive  bass  response  without 
enlarging  the  size  of  the  TV  cabinet. 

In  the  highly  competitive  business 
of  designing  and  building  the  best  TV 
sets,  though,  convenience  features  count 
almost  as  much  as  performance.  Where 
would  America's  couch  potatoes  be,  after 
all,  without  the  hand-held  remote  control? 

Among  the  convenience  features  that 
are  increasingly  common  in  the  better 
models  are  sleep  timers,  to  automatically 
turn  off  the  set  at  a  prc-progi^ammed 
time,  channel  captioning,  —  an  increas- 
ingly useful  feature  for  people  faced 
with  75  or  more  cable  channels  —  and 
picture-in-picture. 

Although  a  few  manufacturers  are 
building  sets  with  two  TV  tuners,  most 
picture-in-picture  sets  display  a  second 
channel  in  a  small  inset  on  screen  by  using 
a  VCR  connected  to  the  set  as  a  second 
tuner.  A  v\'ord  of  caution,  though:  Any- 
one who  watches  cable  TV  through  a 
cable  converter  box  is  out  of  luck,  since 
both  the  T\'  tuner  and  the  VCR  tuner 
will  alvvavs  receive  the  same  channel. 

How  much  will  all  this  perfonnance 
cost?  That  will  vary  widely  —  depending 
on  the  size  of  the  set,  features  and  per- 
fonnance, and  where  you  live.  But  in  gen- 
eral, a  good  27-inch  stereo  TV  from  one 
of  the  major  brands  will  cost  $500,  give 
or  t.ike  $  1 00  depending  on  the  brand 
anci  how  high  it  sits  on  the  technological 
evolutionary'  scale. 

The  big  jump  in  price  comes  in 
so-called  direct  view  sets  —  where  you 
watch  the  image  cHirectly  from  the  picture 


tube  —  in  the  30-inch  and  above  cat- 
egory', and  projection  TV  sets.  With 
few  exceptions,  anything  30-inches  and 
above,  measured  diagonally,  will  cost 
at  least  twice  the  price  of  equivalently- 
featured  26-  and  27-inch  models,  and 
often  more  than  that  And  projection 
TV  sets,  with  screen  sizes  ranging  from 
42-  to  1 20-inches  wiU  cost  anywhere 
from  $1,500  or  so  to  several  times  that 
for  the  largest  screen  sizes  with  enhanced 
signal  processing  and  audio  capabilities. 

First  Run  Home  Iflouies 

You  could  always  title  it  "Food  Fight 
at  the  Olsen's  Con-al."  If  home  movies 
are  taking  the  place  of  network  reruns  as 
prime  time  TV  entertainment  for  part 
of  America,  it's  all  because  of  the  in- 
vention of  the  camcorder.  The  indirect 
descendant  of  super  8  home  movie 
cameras  has  become  a  common  sight 
at  holiday  family  dinners,  and  Disney- 
land, as  millions  of  American  amateurs 
practice  the  fine  ait  of  capturing  their 
family's  foibles,  in  or  out  of  focus. 

A  cuncorder  is  essentially  a  miniature, 
battery-operated  videocassette  recorder 
with  an  optical  lens  and  a  solid  state 
imaging  device  that  converts  the  optical 
images  into  electronic  information. 
At  their  best,  they  approach  the  perfor- 
mance of  professional  news  gathering 
equipment  of  only  a  few  years  past  — 
and,  in  fact,  amateur  news  hounds, 
camcorder  in  hand,  have  produced  some 
of  the  most  dramatic  footage  of  disasters 
and  other  dnunatic  events  for  the 
evening  news. 

But  most  people  will  buy  one  for 
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Panasonic  brings  you  a 
complete  communications 
center  for  the  home  office. 

Every  time  you  miss  a  call,  miss 
a  fax  or  miss  a  message,  you  may 
be  missing  an  opportunity.  That's 
why  Panasonic  offers  an  auto- 
mated communications  center 
specially  designed  for  home 
offices  and  small  businesses. 
The  Panasonic  KX-F90.  This 
sophisticated  system  knows  when 
an  incoming  call  is  a  phone  call  or 
a  fax  and  automatically  switches 
the  proper  function.  Which 
means  it  can  handle  all 
your  calls,  messages 
or  faxes  with  just  one 
phone  line. 

With  its  automatic 
paper  cutter  and  a 
10-page  docu- 
ment feeder,  you 
don't  have  to  stay  in 
the  room  to  send  or 
receive  faxes.  And  since  it 
can  produce  16  shades  of  grey, 
your  faxes  will  have  excellent 
reproduction  of  charts,  graphs 
and  photographs. 

And  Its  phone  system  and  built- 
in  answering  machine  has  what 
every  business  person  needs- 
Privacy  Ring.  It  lets  you  know  if 
a  call  IS  important  before  you 
answer  it. 

Today  opportunity  doesn't  knock. 
And  it  can  slip  through  your  fingers 
if  you  don't  get  the  Panasonic 
KX-F90  communications  center.  ■ 


Panasonic 

just  slightly  ahead  of  our  time. 
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less  sensational  reasons;  vivid  tootai^e  oi 
children  and  Grandchildren  coming;  ot 
ai^e,  memorable  trips  overseas  or  out  to 
the  shore  and  family  gatherings  at  holi- 
day times.  And  with  such  a  broad  variety 
of  models  and  fonnats  from  vN'hich  to 
choose,  anyone  looking  to  buy  a  cam- 
corder should  consider  what  they  plan 
to  use  If  for  in  the  first  place. 

Camcorders  arc  available  m  three 
major  formats:  full-size  VHS,  compact 
\'HS,  also  known  as  VHS-C  and  8mm. 
In  addition  there  are  enhanced  versions 
of  all  three:  Super  VHS,  Super  VHS-C 
and  Hi  8,  each  of  which  offers  higher 
resolution  perfonn:ince,  though  tapes 
created  with  the  enhanced  formats  are 
not  compatible  with  their  conventional 
camcorder  relations. 

As  recently  as  two  years  ago,  most 
Americans  chose  full-size  VHS  when 
they  purchased  a  camcorder.  First,  tapes 
created  on  one  of  those  models  can 
be  slipped  into  a  VHS  \'CR  ;ind  played 
without  using  an  adapter,  cables  or  any- 
thing else.  F  ull-size  VHS  camcorders  can 
also  sen'e  as  a  poitable  VCR  for  watch- 
ing prerecorded  tapes  while  on  vacation. 
And  there  is  an  American  penchant 
for  picking  bigger  products  over  smaller 
ones  in  a  sometimes  misguided  belief 
that  bigger  is  better. 

But  this  year  for  the  first  time,  more 
Americans  th,in  not  are  choosing  one  of 
the  two  compact  fomiats,  with  8mm  the 
clear  favorite.  1  hat's  because  compact 
camcorders  are  generally  half  the  size  and 
■.\'eight  of  full-size  models.  And  8mm 
n;.  .dels  in  particular  shed  those  ounces 
without  sacrificing  anytliing  in  the  way 
ol  perfomiance,  utility  or  ease  of  use. 


One  notable  example  is  Canon's 
UCI  which,  at  1.28  pounds  and  $1,499 
suggested  list  price,  incorporates  a  new 
compact  8X  internal  focus  zoom  lens, 
titling,  record  search  and  a  high  speed 
shutter  that,  at  l/lO,OOOth  of  a  second, 
can  freeze  the  wings  of  a  hummingbird 
in  flight.  Canon  claims  that  the  UCI  — 


Sharp  Slimcam:  New  shape  of  full  size  VHS. 


at  least  this  week  —  is  the  smelliest  and 
lightest  camcorder  on  the  market,  though 
company  executives,  as  well  as  others  in 
the  industr\',  say  any  model  that  expects 
to  claim  that  distinction  in  1 992  will 
almost  certainly  weigh  under  one  pound. 

Both  Canon's  UCI  and  Sony's  new 
THRSI  make  use  of  a  new  internal  foais 
system  to  reduce  size  and  weight  wliile 
improving  autofocus  pierfomiance.  The 
focusing  element  in  both  companies' 
new  models  has  been  shifted  back  next 
to  the  solid  state  imager  and  moves  on  a 
straight  line  to  maintain  focus.  "It  has 
to  move  in  smaller  increments  to  do  the 
same  work  ( of  a  convention^il  through- 
the-lens  focusing  system),"  says  Sony 
Consumer  Video  executive  jay  Sato. 

Manufacturers  have  almost  twisted 
themselves  into  knots  to  reduce  the  size 


as  well  as  the  weight  of  their  products. 
Canon,  for  example,  moimted  the  lens 
of  the  UCI  on  top  of  the  tape  transport, 
rather  than  on  the  side  as  is  common, 
to  create  a  slimmer  cabinet.  And  Hitachi 
has  developed  a  series  of  "twist  and 
shoot"  8mm  and  VHS-C  models,  where 
the  grip  and  lens  housing  rotates  side- 
ways to  activate  the  unit.  The  company's 
new  $1,300  8mm  version  —  which  in- 
corporates a  digital  zoom  out  to  64X  — 
even  includes  a  slim  wireless  remote  con- 
trol that  slips  into  a  slot  in  the  camcorder 
for  storage.  In  the  locked  position,  the 
camcorder  is  only  2.3-inches  wide. 

Because  not  everyone  has  a  rock 
steady  gripi.  several  manufacturers  have 
turned  to  so-called  "electronic  stabiliza- 
tion" systems  to  ensure  that  even  when 
the  camcorder  shakes,  the  picture  won't. 

Panasonic,  the  chief  proponent  of 
Electronic  Image  Stabilization,  developed 
the  feature  for  selected  Palmcorder 
\^HS-C  and  full-size  VHS  camcorders. 
The  VHS-C  PV-4I,  for  example  elec- 
tronicaUy  shifts  the  image  on  the  solid 
state  imaging  chip  to  compensate  for  any 


HEIUS  RELEASE 


As  this  special  section  went 
to  press,  Sharp  Electronics 
unveiled  the  world's  first 
camcorders  with  two  built-in 
lenses,  a  "super  wide-angle", 

with  a  62°  field  of  view 
and  a  8x  variable  zoom.  Both 
models  go  on  sale  in 
February. 


Office  Help  That  Works 
Through  Lunch. 


The  new  Samsung  FX2200  will  also  come  Automatic  FAX/TEL  function  with  out- 

in  early  and  stay  late.  Without  complain-  going  message.  Ten-sheet  document 

ing.  Without  asking  for  a  raise.  feeder.  Plus  one  more  terrific  feature:  a 

And  if  you're  a  small  business  with  big  terrific  price, 
ambitions,  you  need  a  fax  this  good.  And  the  FX2200  is  just  one  of 

Especially  in  today's  fast-paced  busi-  Samsung's  new  line  of  sleek  and  stylish 

ness  environment  when  speed  is  of  the  fax  machines.  Which  means  there's  one 

essence,  and  overnight  delivery  services  that's  right  for  your  business, 
just  aren't  fast  enough.  For  more  information,  just  visit  your 

With  the  Samsung  FX2200,  you  get  nearest  Samsung  dealer, 
important  features  like  one-touch  dialing  Isn't  it  reassuring  to  know  that  while 

for  1 0  locations.  Automatic  paper  cutting.  you're  out  having  lunch,  one  of  your  most 

Telephone  answering  machine  interface.  valuable  employees  is  working  through  it? ' 

Samsung  Electronics  America,  Inc,  301  Mayhill  Street  Saddle  Brook.  NJ  07662  (201 )  587-9600  Fax  (201 )  587-91 78 

cgSAMSUNG 
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Human  Electronics-Technology  for  the  Benefit  of  Mankind: 


Of  all  the  triumphs  at  the  1992 
Olympic  Games, there's  one 
you  can  experience  in  your  home. 
Panasonic  Digital  Video  Technology 


A  pistol  is  fired.  Bodies  are  set  in  motion. 
All  eyes  are  focused  on  the  Olympic  ath- 
letes. Behind  the  scenes  there's  a  gruel- 
ing contest  you  won't  see.  Covering  the 
Olympic  Games  requires  the  agility  of  an 
athlete.  To  help  broadcasters  like  NBC, 
Panasonic  introduced  the  D-3  1/2-inch 
Digital  Video  System.  Its  camera/ 
recorder  is  small,  light  and  allows  for 
more  spontaneous  coverage.  Since  it's 
digital,  its  image  has  incredible  quality. 
While  Panasonic  Digital  Technology 
helps  bring  the  excitement  of  the  Barce- 
lona Olympic  Games  to  your  home,  it's 
also  helped  us  develop  a  new  camcorder 
for  your  home.  One  so  small  it  fits  in  the 
palm  of  your  hand. 


DIGITAL  VIDEO  RIVALS  REALITY. 

At  the  1992  Olympic  Games,  world  records  will 
be  broken.  New  standards  of  excellence  will  be 
set.  But  of  all  the  triumphs,  there's  one  you  may 
not  read  about.  But  you'll  see  it  and  hear  it  every 
time  you  watch  the  Olympic  Summer  Games- 
Panasonic  Digital  Video  Technology. 

The  Panasonic  D-3  1/2-inch  Digital  Video 
System  includes  a  lightweight  Digital  Camera/ 


Recorder  and  Digital  Studio  VTRs.  They  make 
keeping  up  with  the  quick-paced  Olympic 
Games  easy.  And,  with  the  D-3  system,  tapes 
can  be  dubbed  and  edited  without  any  video  or 
audio  degradation.  The  result  is  a  sharper  pic- 
ture, better  sound  and  improved  coverage  of  the 
Olympic  Games. 

PROFESSIONAL  VIDEO  COMES  HOME. 

The  engineering,  design  and  thinking  behind 
Panasonic's  Professional  Digital  Video  Tech- 
nology have  had  a  strong  impact  on  our  home 
VCRs,  TVs  and  camcorders.  For  instance,  the 
Panasonic  PV-41  Palmcorder"  camcorder  is 
incredibly  small,  light  and  easy  to  handle.  And 
it  too  has  digital  technology.  Its  Digital 
Electronic  Image  Stabilizer  electronically  helps 
hold  the  picture  steady  when  you  can't  hold 
the  camcorder  steady.  It  also  has  an  advanced 
12  to  1  digital  zoom. 

HUMAN  ELECTRONICS. 

Digital  video  technology  that  can  capture  the 
excitement  of  the  Olympic  Games  is  at  the  core 
of  what  we  call  Human  Electronics.  Every  day 
we  dedicate  ourselves  to  creating  new  technolo- 
gies and  marketing  new  products  that  make  life 
richer,  safer  and  more  comfortable.  This  dedica- 
tion results  in  a  single-minded  philosophy:  Don't 
create  technology  for  technology's  sake,  but  for 
man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 
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Canon  UC1:  This  slim  yet  feature-packed 
8MM  is  currently  the  smallest  and  lightest 
camcorder  on  the  market. 


jittery  movements  of  the  camcorder  to 
maintain  a  stable  image. 

JVC,  which  developed  the  VHS-C 
and  VHS  formats  —  and,  along  with 
Panasonic,  is  the  chief  adherent  of  the 
\'HS-C  format  —  is  considering  adding 
the  feature  to  its  line  in  1 992. 

"Camcorders  today  have  capabilities 
that  .si.i'jt^er  the  imagination,"  asserts 
Foy  Will-.  10,  video  products  manager  for 
Thomson  Consumer  Electronics,  which 
sells  all  three  formats  under  the  RCA 
and  GE  br.,:!d  names.  He  points  tn  par- 
ticular to  rhi  .  volution  towards  digital 
signal  procL  sing  ovc:  older  analog 
designs,  where  unifonn  performance  "is 
literally  baked  into  I'n'  i:   "grated  circuit 
design."  The  result  is  c      -rent  color 


reproduction,  better  control  under  dif- 
ficult shooting  conditions,  such  as  back 
lightmg  and  increased  signal-to-noise 
ratio  for  crispcr,  more  vivid  images. 

There's  always  the  danger  of  relying 
too  much  on  specifications,  partiailarly 
when  It  becomes  more  of  a  horsepower 
race  than  anything  else  —  and  when 
measurements  differ  from  one  manufac- 
turer to  another.  Such  is  the  case  with 
lux  ratings,  which  provide  an  indication 
of  a  camcorder's  ability-  to  shoot  pictures 
under  low  lighting  conditions. 

"Too  many  people  use  a  lux  rating 
on  a  camcorder  as  the  primary  consider- 
ation, notes  Canon's  Mike  Zonch. 
"We're  not  comparing  [equally]  from 
one  brand  to  another." 


Because  there  is  no  industry  standard, 
manufacturers  differ  m  how  they  measure 
light  sensitivity,  and  one  brand's  four  1il\ 
rating  might,  for  example,  prove  equiva- 
lent to  another's  three  lux  rating.  And 
even  that  difference  can  be  misleading. 

For  a  point  of  reference,  one  foot 
candle  of  lighting  is  equal  to  1 0  lux. 
With  most  current  camcorders,  regard- 
less of  format,  rated  at  five  \\xk  or  below, 
just  about  any  model  on  the  market  will 
produce  an  acceptable  image  imder  all 
but  the  most  difFicult  lighting  conditions. 
And  besides,  anyone  using  a  camcorder 
for  undercover  nighttime  sun'eillance 
should  be  lookmg  elsewhere  for  the 
right  equipment 

On  The  Road:  Hand  Hie  Ifly  Office 

In  the  old  days,  most  of  the  electronics 
you'd  need  to  create  an  office  on  the  road 
would  fit  neatly  inside  a  moderately  sized 
suitcase.  That  just  won't  do  anymore,  in 
the  90s,  when  everything  from  a  personal 
diary-cum-fax  machrne  to  a  complete 
reference  library-  wiU  fit  m  the  palm  of 
vour  hand. 

Handheld  portable  office  electronics 
generally  fit  into  two  categories:  so-called 
handheld  organizers  that  wiU  store  phone 
numbers,  appointment  calendars,  expense 
reports  and  just  about  anything  else  that 
c.in  be  entered  throui^h  their  miniature 
keypads,  and  reference  devices  that  con- 
tain encyclopedias,  dictionaries  and  even 
the  bible  for  those  requiring  inspiration 
when  the  road  gets  tough. 

Two  of  the  major  developers  of 
h.tndheld  organizers,  Casio  and  Sharp, 
have  taken  a  basic  concept  —  essentially 
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a  handheld  database  with  limited 
random  access  memory  —  and  have  ex- 
panded it  into  a  dizzying  array  of  new 
areas  and  applications. 

Sharp's  $399.95  suggested  list  priced 
model  OZ-8200,  for  example,  has  I28K 
random  access  memory  —  twice  that 
contained  in  the  origtnal  IBM  personal 
computer  —  an  eight-line,  40-character 
LCD  display  and  built-in  communica- 
tions software  for  use  with  external 
pocket  modems. 

Sharp,  in  particular,  has  developed 
:in  impressive  series  of  add-on  cards 
for  its  line  of  Wizard  organizers.  They 
include  a  personal  computer  communi- 
cations link  with  built-in  conversion  for 
Lotus  1-2-3  files,  a  4800  baud  pocket 
fax/300  baud  modem  card  with  com- 
munications software  that  slips  into 
the  add-on  slot  of  the  Wizard,  language 
translation  IC  cards,  and  even  games. 

Still,  Gil  DeLiso,  director  of  Sharp's 
Wizard  division,  asserts  that  personal 
organizers  still  have  barely  touched  their 
potential.  "We're  looking  at  the  possi- 
bilities for  wireless  communication  (with 
the  Wizard),'  he  says.  "If  you're  going  to 
have  access  to  and  manage  data,  then 
you  want  to  be  connected  to  that  data- 

♦ 

Franklins  Columbia 
Electronic  Encyclopedia 

contains  the  entire 
text  of  the  one- volume 
encyclopedia. 

♦ 


base  no  matter  where  you  arc." 

DeLiso  envisions  building  paging 
and  other  wireless  data  communications 
capabilities  into  future  generations  of 
Wizards. 

Organizers  are  stiU  relatively  limited 
when  it  comes  to  storing  vast  amounts 
of  information.  The  need  to  access  large 
reference  works  in  a  portable  fomi  has 
spawned  the  development  of  a  growing 
category  of  handheld  storage  devices. 

One  of  the  first  comp;inies  to  recog- 
nize the  potential  market  for  these  de- 
vices was  Franklin,  which  over  the  past 
few  years  has  developed  a  line  of  hand- 
held electronic  foreign  language  diction- 
aries, encyclopedias  and  related  devices. 
Its  Columbia  Electronic  Encyclopedia, 
for  example,  contains  the  entire  text  of 
the  one  volume  encyclopedia. 

Although  most  handheld  reference 
products  are  so-called  dedicated  devices 
—  the  infonnation  is  built  into  the 
device  —  a  new  generation  of  devices 
auns  for  a  broader  application. 

Sony's  Data  Discman  is  a  handheld 
optical  disc  reader  with  LCD  display 
and  built-m  data  search  software.  But  the 
actuiil  reference  volumes  are  stored  on 
interchangeable  three-inch  CD-ROM- 
like  optical  discs. 

As  this  section  went  to  press,  Sony 
was  scheduled  to  begin  shipping  the 
first  Data  Discman  units  to  stores,  each 
bundled  with  three  discs:  Compton's 
Concise  Encyclopedia,  Houghton 
Mifflin's  Wellness  Encyclopedia  and 
the  World  Travel  Translator  from 
Passport  Books.  The  Data  Discman 
will  sell  initially  for  $549,  suggested 
list  price  with  the  three  titles. 


Sharp  Wizard:  Electronic  diary  and  much  more. 


"1  would  not  expect,  initially,  that 
people  would  read  novels  on  it,"  says 
Mike  X'ltclli.  president  of  Sony  Personal 
Audio  Products  Company.  "But  a  busi- 
nessperson  will  be  able  to  take  vast 
amounts  of  reference  materials  on  the 
road."  Each  disc,  says  \'itelli,  can  store 
any  combination  of  100,000  pages  of 
text  or  32,000  graphic  images. 


Until  manufacturers  add  a  wrist  strap 
and  perhaps  a  minute  and  hour  hand, 
cellular  phone  makers  wiU  have  to 
accept  the  reality  that  their  products  are  '' 
approaching  a  point  of  diminishing  j 
retums  on  miniaturization.  Far  from  a 
negative,  that  says  a  lot  about  the  pro- 
gress the  industry  has  made  producing 


If  Any  Ribbon 

IsQICWhyDid 
I)uBuyAn 

IBM"^ewriter? 

If  you  just  wanted  to  make  marks  on  paper,  you  could  have  purchased  any  typewriter  But  you 
didn't.  You  bought  an  IBM  typewriter  for  its  performance  and  reliability 

Now,  the  question  is:  are  you  putting  one  of  our  IBM  ribbons  in  it?  If  not,  you  may  not  be  getting 
the  very  qualities  for  which  you  paid.  IBM  ribbons  are  the  genuine  articles,  designed  and  manufactured 
as  part  of  the  machines  they  fit. 


You  want  high  performance?  Some  of 
our  ribbons  yield  up  to  240%  more  characters 
than  other  ribbons.  You  want  rehability?  When 
was  the  last  time  you  had  an  IBM  ribbon  that 
didn't  work?  Now  that  you've  bought  the  best, 
make  sure  you  get  your  money's  worth. 

We're  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
information,  to  order  products  or  to  find  the 
dealer  nearest  you,  just  call  1-800-IBM-2468. 
(In  Canada,  caU  1-800-465-1234.) 


Lexm^vrk 

Exclusive  manufacturer  of  original 
IBM  typewriter  ribbons. 


IBM  IS  a  registered  trademark  of  Inlemational  Business  Machines  Corporation  and  is  used  under  license.  IBM  supplies  are  manufactured  and  distnbuted  by  Lexmark  International,  Inc  under  license  from 
International  Business  Machines  Corporation.  Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1 99 1  l^xmark  International,  Inc 
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phones  that  are  sm.illcr  and  lighter 
than  once  seemed  possible. 

"Everyone  makes  a  small,  lightweight 
phone  now,"  notes  Rick  Del  Gtndice, 
national  marketing  manager  for  Pana- 
sonic/Technics Mobile  Electronics. 
"The  local  point  of  most  major  intro- 
ductions IS  size,  weight  and  talk  time." 

In  what  often  seems  to  be  a  game 
ol  technological  leapfrog  among  cellular 
phone  manufarturers.  Motorola  is  the 
current  leader  of  the  pack  when  it  comes 
to  downsizing.  Motorola's  7.8-ounce 
handheld  model,  with  between  50  and 
60  minutes  of  talk  time  between  charges 
on  a  standard  battery,  represents  about 
a  50  percent  reduction  in  weight  over  its 
ground-breaking  pocket  cellular  phone 
mtroduced  only  two  years  ago. 

But  even  there,  Motorola  holds  only 
the  barest  lead  over  Fujitsu  and  given 
the  pace  of  development  in  cellular 
phone  technology,  it's  a  good  bet  that 


Panasonic's  cellular  phone. 


some  manufacturer  will  slice  an  otmce 
or  so  more  off  that  record  sometime 
in  the  next  few  months. 

But  there's  some  question  of  how 
far  manufacturers  can  go.  "Phones  are 
progressing  to  the  limitations  of  ergo- 
nomics," asserts  Del  Guidice.  "They 
still  have  to  stretch  from  the  ears  to  the 
mouth,  and  you  still  have  to  be  able  to 
push  the  buttons.  The  struggles  to  make 
the  smallest  and  lightest  phones  have 
reached  their  logical  conclusion. " 

Del  Guidice  and  other  cellular  phone 
experts  say  that  design  work  will  increas- 
ingly focus  on  displays,  ease  of  use  and 
power  conservation  to  increase  talk  time. 
Indeed,  concedes  one  industry  executive, 
"Battery  technology  h.is  lagged  behind 
the  electronics." 

On  the  way,  perhaps  as  soon  as  next 
year,  a  new  generation  of  phones  that  use 
hybrid  batter^'  technolog\'  that  could 
double  or  triple  the  power  capabilities  of 
comparably-sized  conventional  batteries. 

Handheld  phones  still  lack  some  of 
the  pcrfonnancc  of  car  and  transportable 
models,  in  large  part  because  of  power 
output  limitations.  But  there's  no  ques- 
tion that  handheld  cellular  phones  repre- 
sent the  focal  point  of  industiy  research 
and  development.  Although  handheld 
models  generally  cost  upwards  of  $  1 ,000 
—  far  more  th,m  car  and  transportable 
models  —  they  represent  the  technol- 
ogy leaders  for  Fujitsu,  Audiovox, 
Mitsubishi,  Motorola  and  other  major 
manufacturers.  By  some  estimates,  hand- 
held phones  will  account  for  60  percent 
of  the  more  than  two  million  cellular 
phones  that  will  be  sold  this  year. 

That  could  tilt  even  further  in  favor 


of  handheld  models  if  developments 
in  cellular  service  announced  earlier 
this  year  began  to  pan  out.  The  rise  of 
regional  and  even  nationwide  cellular 
networks  —  where  a  subscriber  in  one 
market  has  seamless  access  to  cellular 
service  in  other  parts  of  the  country  — 
could  stimulate  the  use  of  handheld 
cellular  phones  by  business  travelers  as 
they  move  from  one  city  to  another. 

lUhen  Vour  Home  Is  The  Office 

More  than  one  in  three  Americans  has 
some  form  of  a  home  office,  according 
to  a  recent  study  conducted  for  the 
Electronic  Industries  Association/Con- 
sumer Electronics  Group.  While  some 
of  those  offices  undoubtedly  arc  limited 
to  a  desk,  telephone  and  perhaps  a  type- 
writer, more  and  more  of  them  incor- 
porate a  growing  an^ay  of  electronics 
designed  to  help  workers  at  home  dupli- 
cate the  output  of  their  counterparts  in 
corporate  America. 

Where  it  might  have  taken  $3,000  or 
more  a  few  years  ago  to  adequately  outfit 
a  home  office  with  a  personal  computer, 
fiix  machine  copier  and  other,  related 
electronics,  technological  advances  have 
made  it  possible  to  buy  comparable 
equipment  for  almost  half  the  cost 

"We  have  a  lot  of  customers  who 
start  with  our  Powerflex  (PCs)  in  the 
office  and  decide  that's  what  they  want  at 
home,"  says  ALR  marketmg  vice  presi- 
dent, David  Kirkey.  While  few  home 
offices  had  anything  more  sophisticated 
than  a  286-based  PC  just  a  few  years  age, 
Kirkey  notes  that  many  home  oflflce 
workers  now  opt  for  more  powerful  386 
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and  even  486-hased  machines. 

The  reductions  have  been  perhaps 
most  dramatic  in  fax  machines,  where 
entry-level  models  are  available  in  many 
stores  for  less  than  $400.  Add  an  IBM- 
compatible  286  computer  for  well  under 
$1,000  including  basic  software,  a  per- 
sonal copier  for  another  $400  and  you 
have  the  makings  of  a  serviceable  home 
office  at  a  relatively  modest  investment. 

In  many  cases,  those  less  expensive 
models  come  with  more  features  and 
performance  than  their  older  counter- 
parts, lust  about  all  but  the  cheapest 
fax  machines,  for  example,  now  incor- 
porate automatic  paper  cutters  and 
multiple-page  memory  —  the  ability  to 
store  incoming  messages  when  the 
machine  runs  out  of  paper. 

THE  Plflin  FHK 

Fax  machines  now  appear  to  run  a  close 
second  to  personal  computers  as  the  one 


piece  of  electronics  the  well  bred  home 
office  worker  requires  to  mn  a  successful 
business.  While  attractive  pricing  has 
certainly  helped  stimulate  sales,  the 
steady  spillover  of  advanced  fax  technol- 
ogy from  office  units  into  home  office 
models  is  perhaps  even  more  important. 

And  the  single  most  important  ad- 
vance beginning  to  affect  home  office 
fax  machines  is  plain  paper  technology. 
The  advantages  arc  compelling:  a  lower 
cost  per  page  and  more  durable  copies. 

"The  goal  is  to  have  them  for  under 
$1,000  says  Denny  McGlaughlin,  an 
executive  in  Sharp  Electronics'  Personal 
Home  Office  Electronics  Division.  "It's 
coming,  and  in  the  near  future." 

Anyone  with  a  personal  computer 
can  add  plain  paper  fax  capability 
quickly  and  relatively  inexpensively  by 
purchasing  a  fax  board  that  plugs  into 
their  computer. 

There  are  several  advantages  to  buy- 
ing a  fax  board  and  few  disadvantages. 


Fujitsu  Imaging 
Systems  of 
America's  plain 
paper  fax,  thie 
J    dex  530E 


First,  the  positives:  Since  the  fax 
board  is  connected  to  the  PC,  any  doc- 
uments you  create  on  the  computer  can 
be  transmitted  directly  without  going 
through  the  printer.  And  because  incom- 
ing messages  are  stored  m  the  computer, 
there's  never  any  worry  about  running 
out  of  paper.  Many  fax  boards  come 
with  their  own  memoiy,  so  they  can 
transmit  and  receive  while  the  computer 
IS  handling  other  tasks. 

Among  the  drawbacks:  Unless  you 
own  one  of  the  more  powerful  personal 
computers,  incoming  faxes  will  slow 
you  down,  anywhere  from  a  10  percent 
reduction  in  processing  speed  for  386 
models  on  up  to  50  percent  on  an  XT- 
compatible. 

Ultimately,  though,  most,  if  not  all 
of  those  functions  will  be  combined 
in  the  equiv^rlent  of  a  local  area  network 
for  home  office  electronics.  The  concept: 
one  laser  printer  that  will  accept  data 
from  a  fax  unit,  copier  or  a  personal 
computer,  in  fact,  an  ability  to  share  data 
from  any  one  of  those  components  to 
another. 

"We're  working  on  it,  but  it's  not 
here  yet,"  says  Bill  Kopp.  vice  president 
of  Panasonic's  Communications  and 
Home  Office  Electronics  division.  " 
(The  problem  is)  all  of  those  technolo- 
gies are  advancing  at  different  speeds." 

PERFECT  COPIES 

Commercial  copy  centers  might  not  like 
it,  but  personal  copiers  are  becoming 
more  accessible  and  affordable  for  home 
office  workers.  They're  not  designed  for 
sophisticated  tasks,  such  as  color  copying 
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BusinessVEISA 
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ALR  Wins  tlie  PC  price  war  in  a  single  sIkm  with 
breakthrough  pricing  on  the  award  winning 
BusinessVEISA.  For  only  $  l  ,995  the 
BusinessVEISA  486/33  model  l  O  l  gives  you 
powerful  33-MHz  i486DX'^'  processing  and 
compatibility  with  32-bit  EISA  technology. 


The  BusinessVEISA  486/33  stems 
from  ALR's  long  line  of 
ugradeable  "Just  U|:)grade  the 
CPU"  designs.  From  33-lvll  Iz 
386™  to  50-MHZ  i486DX,  the 
BusinessVEISA  Series  makes 
leading  edge  technology  affordable 


growing  retail  PC 
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United  States.  Ack 
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to  quality  and  value,  and  it's  easy  to  see  how 
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(we  were  numlxT  25)  as  well  as  number  eight 
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The  BusinessVEISA  Series  has  a  track  record 
of  winning  prestigious  awards  from  industry 
experts.  Receiving  three  "Editors'  Choice" 
awards  (PC  Magazine  &  Computer  Reseller 
News)  since  April  1991  and  internationally 
acclaimed  as  "Product  of  the  Year"  by  CHIP 
Magaziii,  this  impressive  system  guarantees 
you  a  safe  investment. 

ALf^  is  a  leading  PC  manufacturer  based  in 
irv'ine,  California,  offering  the  widest  range  of 
PC-based  products.  Innovative  products  like 
the  BusinessVEISA  have  made  ALR  the  fastest 
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and  hui^c  enlargements,  but  home  office 
copiers  don't  sjive  up  that  much  in  the 
way  of  features  and  performance  com- 
pared to  models  typically  found  in  a 
corporate  office. 

What  rciUy  separates  a  personal 
copier  from  commercial  models  is  speed. 
Most  personal  copiers  arc  hard  pressed 
to  chum  our  10  copies  per  minute,  com- 
pared to  the  15  to  20  copies  or  more 
per  minute  of  a  standard  office  copier. 
That's  not  a  drawback  in  a  one-  or  two- 
person  home  office,  but  person;il  copiers 
arc  aptly  named. 

Still,  even  the  ine.xpensn'c  personal 
copiers  will  do  more  than  the  single- 
sheet  models  previilent  just  a  few  years 
ago.  Sanyo's  SFT-50,  for  example, 
available  in  many  stores  for  under  $500, 
will  make  up  to  20  copies  per  document. 
And  mid-ranae  personal  copiers  frtim 
Canon,  Sharp  and  other  major  brands 
can  handle  enlargements,  reductions  and 
other  common  tasks. 

I  he\''ll  cop\'  vour  invoices  in  trip- 
licate, if  you  like.  They  just  won't  make 
sure  you  get  paid. 


Sharp's  Z75  personal  copier. 


Good  Hi  Fi  On  The  First  Try 

Not  so  many  years  ago,  a  well  known 
audio  tape  manufacturer  kept  asking  a 
seductive  question:  "Is  it  live,  or  is  it. . .? ' 
Given  the  quality  of  even  modestly- 
priced  hi-fi  gear,  the  answer  to  that  quciy 
IS  more  difficult  to  come  by  than  ever. 

In  a  broad  sense,  there  are  two  basic 
ways  to  assemble  a  hi-fi  system.  First, 
buy  a  comp>lete  package  —  compact  disc 
player,  tape  deck,  receiver  and  loudspeak- 
ers from  one  manufacturer  —  or  pick 
and  choose  among  the  different  md\- 
vidual  components  sold  by  different 
manufacturers. 

WHiich  IS  the  better  approach? 
The  modem  hi-f^  industr\-  began  in  rhe 
1950s  with  an  emphasis  on  complete 
packaged  s\'stems.  But  as  different  com- 
panies developed  a  paiticular  expertise 
hi-fi  cognoscent  began  to  fake  a  mix 
and  match  approach,  arguin^r  that  it  was 
better  to  take  the  best  fntm  different 
manufacturers. 

Now,  howcNXT,  there's  a  growing 
trend  back,  though  not  without  a  degree 
of  controversy.  "Overall  system  design  is 
the  way  to  go  and  components  are  not, " 
argues  Dr.  Amar  Bose,  an  MIT  professor 
and  founder  o\  the  knidspeaker  company 
bearing  his  name.  "It's  very  fundamental 
to  engineering.  " 

But  many  other  industn-  experts  in- 
sist that  a  ciimponent  approach  sacrifices 
little  or  nothing  in  the  way  of  perfomi- 
ance  and  provides  greater  flexibility  in 
purchasing  and  upgrading. 

[-or  now,  at  least,  the  best  approach 
is  probably  a  matter  of  personal  taste  — 
and  budget.  Brand  name  components 


Philips  FR-60  Receiver:  60  watts,  A/V  switching 
and  more. 


allow  a  consumer  to  build  a  hi-fi  system 
one  ctnTiponent  at  a  time,  while  a  system 
approach  eliminates  much  of  the  con- 
fusion. 

More  often  than  not,  what  separates 
one  manufacturer's  audio  receiver  from 
ain)ther's  are  rhe  features  and  extra  capa- 
bilities the\-  build  into  their  products. 

Many  of  rhe  better  receivers  —  a 
combination  tuner/ power  amplifier  and 
pre-amplifier  —  now  include  digital  sig- 
nal processing,  surround  sound  proces- 
sors and  audio  and  video  switching. 

The  nwst  common  fomi  of  digital 
signal  prc:)cessing,  first  popularized  by 
Y  amaha,  essentially  is  a  computerized 
method  of  recreating  different  listening 
environments.  Hit  a  button,  for  ex;imple, 
and  that  Bach  fugue  on  the  CD  player 
sounds  like  it's  coming  from  a  cathedral 
m  Munich,  not  \'Our  living  room. 

SuiTound  sound  and  audio/ video 
switching  is  particularly  important  for 
anyone  who  will  use  their  hi-fi  system 
with  a  television  set  and  other  video  gear 
to  create  a  home  theater. 

To  take  advantage  of  sun  ound  sound 
in  a  home  setting  tvpically  requires  a 
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Windows 


Solve  memorv  problems 

QEMM  386  makes  the  most  of 
every  last  'K'.  DESQview  uses  that 
memory  to  run  multiple  programs. 


Multitask 

Run  multiple  programs  side-hy-side 
in  windows.  'Background'  programs 
can  continue  to  am 


See  text  and  graphics 
side-by-side 

Reference  information  in  your  graphics 
program  while  writing  your  report. 


Run  Windows  programs 

DESQview  even  lets  you  run 
Microsoft  Windows, 


Easy  menu  access  to  programs 
and  DOS  services 

Access  programs  or  DOS  in  a  window 
with  just  a  few  keystrokes  or  mouse 
clicks.  It's  that  simple. 

See  multiple  files 

If  your  programs  allow  it,  DESQview  lets 

you  run  the  same  program  in  two  or 
more  windows.  Great  for  comparing  files 


Cut  and  paste  data 

Transfer  data  between  programs 
with  a  few  keystrokes. 


Handle  large  programs 

Run  standard  DOS  programs  side-hy- 
side  with  DOS-extended  programs  like 
1-2-3  Release  3. 


DESQview.  The  Multitasking,  Windowing  Environment. 


INFO 
WORLD 

Product 
of  the 
Year 
1986,  1987, 
1988,  1989 


I  III  II  Jl< 

IIIORI-, 


Once  the  power  user's  seaet, 
DESQview  has  been  discovered  by 
computer  knowledgeable  people 
everywhere.  Over  1,000,000  people 
have  bought  DESQview. 

MulHtasking;  windowing,  using  keyboard  or  mouse  commands, 
it's  all  easy  with  DESQview. 

DESQview  386  2.3  lets  you  use  your  tavorite  DOS  and  DOS- 
extended  programs  in  windows  side-by-side  on  386SX,  80386  and 
i486  PCs.  As  you  can  see  above,  you  can  even  run  Microsoft  Windows 
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within  DESQview. 

DESQview  2.3  gives  I 
and  286  PCs  with  additional  memory 
most  of  the  same  capabilities  with  sur- 
prisingly little  performance  trade-off. 
Whatever  programs  you  use— DOS,  extended  DOS  or 
Windows— and  whatever  hardware  you  have,  whether  8088  or  i486 
or  sometliing  in  between,  DESQview  is  still  the  best  way  to  get  the 
most  out  of  the  hardware  and  software  you  own  today 
DESQview.  Wlien  vou  look  into  it,  it's  the  obvious  choice. 
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COnSUniER  ElECIRDniCS 


small  pair  of  speakers  lor  the  rear  chan- 
nel. And  in  the  case  of  Dolby  Pro  Logic, 
a  more  advanced  lonn  ol  the  basic  sur- 
round sound  processing,  another  small 
speaker  to  reproduce  center  channel 
information. 


IDUDSPEflKERS  FDR  THE  PURIST 

Choosing  a  loudspeaker,  in  fact,  may 
well  prove  to  be  the  most  critical  deci- 
sion in  assembling  a  good  hi-fi  system. 

"The  biggest  limitation  in  sound  re- 
production has  been  the  two  ends:  the 
turntable  pickup  at  one  end  and  the 
loudspeaker  at  the  other,"  asserts  Bose. 
"The  compact  disc  eliminated  the  prob- 
lem ( of  turntable  limitations )  and  that 
leaves  the  loudspeaker  as  the  major 
determinant  of  what  you  get." 

And  when  it  comes  to  a  choice  of 
loudspeakers  —  perhaps  the  most  criti- 
cal choice  facing  the  average  consumer 
—  the  best,  and  most  direct  strategy,  is 
to  let  your  ears  make  the  decision. 

More  than  any  other  segment  of 
home  audio  equipment,  loudspeakers  are 
the  product  of  the  personalities  —  of 
their  designers;  electronics  makers  have 
concentrated  on  reproducing  as  accu- 
rately as  possible  the  signals  derived  from 
disc  and  tape  recordings. 

While  many  loudspeaker  makers 
strive  for  a  so-called  "flat"  response  — 
what  goes  in  comes  out  with  no  "color- 
ing" of  the  sound  —  different  speakers 
tend  to  have  their  own  charateristics. 

Those  differences  reflected  attempts 
on  the  part  of  speaker  designers  to  com- 
pensate for  the  limitations  of  audio  tape 
decks  and  turntables  to  accurately  repro- 


duce a  live  music  experience,  and  some 
manufacturers  designed  speakers  for  a 
particular  style  of  music. 

But  the  advent  of  the  compact  disc 
and  other  digital  audio  sources  has  put  a 
premium  on  loudspeakers  with  a  flat 
response. 

"There's  a  general  trend  to  a  more 
lifelike  sound,"  notes  Art  Blumenthal, 
general  m,inager  of  Acoustic  Research. 
"As  each  company  gets  better  (at  design) 
the  distinctions  are  fading." 

Blumenthal  points  out  that  his 
company  and  others  have  refined  their 
work  on  crossovers  —  the  "electronic 
switches  "that  divide  a  signal  from  an 
amplifier  into  low,  mid-range  and  high 
frequencies  so  they  can  be  routed  to  the 
appropriate  loudspe;iker  driver. 

That's  not  to  say  .ill  spcikers  will 
sound  alike;  there  are  still  huge  differen- 
ces in  quality  from  one  end  of  the  spec- 


AR  M6  Speakers:  Focus  on  better  imaging. 


trum  to  the  other.  And  some  speakers 
require  more  power  than  others  to  live 
up  to  their  promise. 

There  are  also  more  different  con- 
figurations than  ever  to  choose  among: 
large  floorstanding  speakers,  small  book- 
shelf speakers,  designed  to  be  installed  in 
a  wall,  and  so-called  "satellite"  systems 
combinmg  very  small  mid/high-range 
speak  ers  and  separate  sub-woofers. 

Amone  the  more  distinguished 
manufacturers  of  floor  standing  and 
bookshelf  loudspeakers:  A-R,  KEF, 
JBL,  Infinitv,  Bose  and  a/ d/ s.  Sonance, 
a/ d/ s  and  Boston  Acoustics  all  make 
well-respected  in-wall  loudspeakers. 
And  in  the  satellite  category,  Bose, 
with  Its  Acoustimass  system,  Design 
Acoustics  and  a/d/s  have  been  prom- 
mant  participants. 


The  Electronic  Industries  Association/Consumer 
Electronics  Croup  is  best  known  as  the  sponsor  of 
the  International  Winter  and  Summer  Consumer 
Electronics  Shows.  Both  events,  after  all,  draw 
more  than  70,000  manufacturers,  buyers  and 
industry  related  workers  from  around  the  world. 

But  the  consumer  electronics  arm  of  the  66-year- 
old  EIA  plays  a  much  broader  role  for  an  industry 
that  will  excede  $45  billion  in  retail  sales  this  year 
in  the  United  States,  based  on  steady  growth  in 
relatively  new  gear  such  as  camcorders,  compact 
disc  players,  and  the  familiar  color  TV  sets. 

The  ElA/CEC's  statistical  services,  chart  the  sales 
of  everything  from  home  computers  to  car  stereos 
on  a  weekly  basis,  in  order  to  provide  regular 
"snapshots"  of  industry  trends  and  developments. 
The  organization  also  works  with  the  Department 
of  Commerce  to  track  consumer  electronics  im- 
ports and  exports. 

The  Washington-based  association,  has  developed 
into  a  powerful  information  and  lobbying  source. 
Revenues  generated  by  the  two  Consumer  Elec- 
tronics Shows  fund  these  activities. 

This  text  was  written  hv  Martin  Levine,  who  special- 
izes III  consiinii  r  electronics  and  home  entertainment. 
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Introducing  the  Sony  Data  Oiscman'"  Electronic  Book  Player.  Possibly  the  most 

amaz-ing  leap  forward  for  the  written  word  since  the  printing  press. 
An  incredible,  palm-sized,  portable  electronic  book,  that  allows  you  to  carry  a 
library  of  information  wherever  you  go* 
lust  imagine  being  able  to  access  the  entire  Compton  s  Concise  Encyclopedia™  on 

one  disk.  Each  disk  can  hold  up  to  100,000  pages  or  32,000  graphic  images. 
There  are  electronic  books  ranging  from  business  and  travel  to  music  and  sports, 

all  at  the  touch  of  a  button. 
The  Sony  Data  Discman.  Can  we  carry  your  books  for  you? 

The  Sony  Data  Discman  comes  with  three  free  electronic  books:  Compton's  Concise  Encyclopedia'" 
Wellness  Encyclopedia,  and  The  World  Travel  Translator. 
For  further  information,  a  list  of  currently  available  electronic  book  titles  and  retail  outlets,  call  I  -  800-5  26-2  287 
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DAVID  MULLINS' 

BRISK  STRIDE  AT  THE  FED 


Vice-chairman  since  July,  he's  a  key  player  in  regulating  finance 


MULLINS: 
EXPANDING 
THE  ROLE  OF 
HIS  OFFICE 


efore  David  W.  Mullins  Jr.  testi- 
fied to  Congress  on  the  Salomon 
Brothers  scandal,  he  made  a  bet 
with  Federal  Reserve  Board  Chairman 
Alan  Greenspan.  Mullins,  the  Fed  vice- 
chairman,  predicted  that  he  would  not  be 
asked  a  single  question.  He  lost  the  bet, 
but  it  was  a  close  call.  Congressional 
interrogators,  intent  on  blaming  the 
Treasury  Dept.  and  other 
regulators  for  the  Salomon 
affair,  virtually  ignored  the 
dry,  professorial  Mullins. 

That  was  their  mistake. 
Just  three  years  after  com- 
ing to  Washington  from 
teaching  at  Harvard  business 
school,  Mullins  has  emerged 
as  a  key  behind-the-scenes 
figure  in  U.  S.  financial  regu- 
lation. Bankers  with  bad 
news  to  report  find  them- 
selves in  Mullins'  office,  just 
down  the  hall  from  Green- 
span's. His  views  on  modern- 
izing American  finance  are 
shaping  the  Fed's  position  on 
bank  reform.  And  recommen- 
dations for  an  overhaul  of 
the  scandal-shocked  Treasury 
markets,  due  from  regula- 
tors this  month,  are  sure  to 
bear  Mullins'  mark. 
HAWK  OR  DOVE?  The  Fed's 
vice-chairman,  a  job  the  45- 
year-old  Mullins  has  held 
since  July,  traditionally  takes 
charge  of  regulation.  But 
Mullins  brings  more  to  the 
job.  He  has  a  deep  knowl- 
edge of  corporate  finance 
and  a  wide-ranging  network 
of  contacts  throughout  gov- 
ernment, banking,  and  Wall 
Street.  "David  really  does 
understand  financial  mar- 
kets," says  an  official  of  one 
regional  Federal  Reserve 
Bank,  "and  that  has  not  been 
an  area  of  strength  for  the 
[Fed]  board." 

Mullins  doesn't  get  the 
same  high  marks  for  his 
views  on  monetary  policy. 
Observers    at    the  Fed's 


closed-door  meetings  say  that  his  col- 
leagues still  are  not  sure  whether  he  is  a 
hawk  or  a  dove  on  inflation.  Still,  his 
financial  expertise  is  making  him  more 
influential,  as  other  Fed  officials  realize 
that  the  ills  of  the  banking  system  are 
helping  prolong  the  nation's  economic 
malaise.  His  analyses  of  credit  flows 
helped   Greenspan   persuade  reluctant 
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THE  ECOHOMY,  THE  BANKS,  AND 
THE  MARKETS— ACCORDING  TO  MULLINS 

THE  ECONOMIC  OUTLOOK  The  economy  is  recovering,  but  too  slowly. 
Unlike  the  inflation  hawks  on  the  Fed,  he  has  argued  in  favor  of  an 
easier  monetary  policy.  He  fears  an  extended  period  of  slow  growth 
now  will  make  it  harder  for  the  Fed  to  fight  inflation  in  the  future 

BANK  REFORM  Banks  should  be  deregulated  and  allowed  to  compete 
with  brokerage,  insurance,  and  finance  companies  on  an  equal  foot- 
ing. Industrial  companies  should  be  allowed  to  own  bonks 

STOCK  MARKETS  The  power  to  oversee  trading  in  stocks,  stock  op- 
tions, and  stock-index  futures  should  be  centralized  in  a  single  agen- 
cy— -the  Securities  &  Exchange  Commission 


(GOVERNMENT  SECURITIES  MARKETS  Mullins  is  pushing  to  automate 
Treasury  auctions  and  experiment  with  new  auction  techniques.  He  be 
lieves  heavy  regulation  of  this  market  is  unnecessary 


Fed  governors  to  resume  cutting  inter- 
est rates  as  last  summer's  recovery  fad- 
ed. Like  Greenspan,  Mullins  believes  the 
economy  is  still  growing  but  is  being 
hobbled  by  corporate  efforts  to  cut  debt 
loads  and  by  bankers  who  are  reluctant 
to  .lend  to  any  but  the  best  borrowers. 

Garnering  power  in  Washington  was 
never  one  of  Mullins'  ambitions.  The  son 
of  a  former  president  of  the  University 
of  Arkansas,  he  took  naturally  to  acade- 
mia.  After  graduating  from  Yale  and 
earning  a  PhD  in  finance  at  Massachu- 
setts Institute  of  Technology,  Mullins 
joined  the  Harvard  faculty  in  1974. 

Although  his  teaching  earned  him  top 
ratings  from  students,  he  built  his  repu- 
tation on  research.  Mullins  and  MIT's 
Paul  Asquith  caused  a  stir  when  they 
demonstrated  in  1989  that  junk-bond  in- 
vestors faced  a  one-in-three  chance  of 
being  wiped  out  if  they  held 
their  paper  for  10  years. 
Junk-bond  backers,  who 
boasted  of  short-run  default 
rates  of  less  than  3%,  at- 
tacked the  study — but  were 
silenced  six  months  la- 
ter when  the  junk  market 
collapsed. 

As  a  finance  whiz  with  a 
practical  bent,  Mullins 
earned  up  to  $500,000  a  year 
as  a  consultant  on  Wall 
Street.  He  testified  for  both 
acquirers  and  targets  in  take- 
over cases,  depending  on 
which  side  was  promoting 
free  and  open  capital  mar- 
kets, he  says.  He  supported 
Carter  Hawley  Hale's  de- 
fense against  The  Limited, 
but  testified  against  House- 
hold International's  poison 
pill.  His  work  on  Euromar- 
kets convinced  him  that  "tra- 
ditional banking  as  we  know 
it  is  being  left  behind,"  Mul- 
lins says.  "Corporations  have 
lots  of  ways  to  bypass  insti- 
tutions that  tack  three  per- 
centage points  of  noninterest 
expense  onto  the  cost  of 
money." 

BAILOUT  BARD.  Those  con- 
sulting contacts  set  Mullins 
on  the  path  to  the  Fed.  When 
Nicholas  M.  Brady,  then 
chairman  of  Dillon,  Read  & 
Co.,  was  tapped  to  probe  the 
October,  1987,  stock  market 
crash,  Brady's  associates 
suggested  that  Harvard's 
Robert  R.  Glauber  and  Mul- 
lins run  the  study. 

Brady,  named  Treasury 
Secretary  in  1988,  soon  called 
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Ihe  1992  Buick  LeSabre. 
To  make  it  better... 
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All  New,  All  Buick 


Buick  LeSabre— a  car  whose  reputation 
for  quality  is  legendary— has  been  totally 
redesigned.  Here's  how  we  are  making 
it  even  better. 

Safer 

The  new  LeSabre  offers  a  standard  driver 
air  bag,  front-wheel-drive  traction  and 
available  anti-lock  brakes. 

More  Powerful 

A  170-horsepower  3800  V6  engine  with 
tuned-port  injection  and  a  4-speed 
automatic  transmission  equipped  with 
computerized  shift  control  provide 
smooth,  sure  power. 


DynaRide  Smoothness 

LeSabre's  DynaRide®  suspension  senses 


rudd  cuiiditiuns  and  responds  to  create  a 
remarkably  smooth,  library-quiet  ride. 


Roomier 

LeSabre  offers  6-passenger  seating,  plus 
generous  head-  and  legroom,  and  a 
17-cubic-foot  trunk  with  an  easy-access 
low-liftover  design. 

Fuel  Economy 

The  full-size  LeSabre  delivers  fuel 
economy  some  mid-size  sedans  can't 
even  match. 


EPA  ESTIMATED  MPG 

18/city 

28/highway 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


To  learn  more  about  the  1992  LeSabre 
please  call  1-800-531-1 1 15.  Or  better  yet, 
see  your  Buick  dealer.  rr^r 

'&1991  GM  Corp.  All  rights  reserved.  I 
LeSabre  is  a  registered  trademarl<  of  GM  Corp 
Buckle  up,  America 
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The  business  goal  of  any  airline  is  simple:  to  get  maxi- 
mum revenue  from  every  available  flight.  But  to  reach 
that  goal  takes  nothing  less  than  the  most  sophisti- 
cated information  systems. 

That's  why  every  airline  has  to  choose  a  computer 
company  it  can  rely  on  to  handle  its  mission-critical 
applications  like  reservations,  departure  control, 
cargo  and  flight  operations. 

And  that's  why,  in  the  last  several  months.  Thai 
Airways,  Mexicana  Airlines  and  TAP-Air  Portugal 
placed  large  orders  with  Unisys.  They  join  a  growing 
roster  of  carriers  like  Air  France,  All  Nippon,  North- 
west and  United. 

Of  course,  trusting  your  airline  to  Unisys  is  nothing 
new.  The  fact  is,  14  of  the  world's  top  20  airlines 
choose  Unisys  computers  to  help  them  arrive  at  their 
business  goals. 

So  if  running  your  business  organization  depends 
on  high-volume,  transaction-intensive  computing,  call 
Unisys  at  1-800-448-1424,  ext.  67.  Working  in  over  100 
countries,  Unisys  offers  information  systems  that  can 
give  any  enterprise  a  real  lift. 

©  1991  Unisys  Corporation.  Unisys  Is  a  registered  trademark  of  Unisys  Corporation. 
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to  ask  Mullins  what  he  knew  about  sav- 
iii'i's  and  loans.  "I  never  should  have 
answered  that  question,"  Mullins  says. 
As  Assistant  Secretary  for  domestic  fi- 
nance, he  worked  with  Under  Secretary 
Glauber  to  draft  the  s&l,  bailout  package 
and  shepherd  it  through  Congress  in 
1989.  Fed  Governor  H.  Robert  Heller  re- 
signed just  as  the  S&L  bill  was  wrapped 
up,  and  Mullins  made  a  bid  for  the  job — 
siu'prising  Glauber,  who  thought  his  old 
friend  would  go  back  to  Harvard. 

Mullins  was  drawn  both  by  the  Fed's 
power  and  its  quasi-academic  style.  The 
Fed's  staff  of  PhD  economists  welcomed 
him:  "I  told  him,  'We  always  wanted  to 
hire  a  corporate  finance  expert,  but  I 
never  knew  they'd  work  so  cheap,'  " 
says  Deputy  Research  Director  Edward 
C.'Ettin.  (Mullins  will  earn  $115,300  this 
year.)  And  Mullins  fits  right  in  at  the 
central  bank.  "The  Fed  is  a  big  debating 
society,  and  David  is  a  great  debater," 
says  Glauber. 

At  meetings,  Mullins  takes  the  floor 
with  a  yellow  legal  pad  covered  with 
scribbled  notes — color-coded,  in  some 
cases,  into  main  themes,  secondary 
points,  and  bits  of  evidence.  He  leavens 
his  fast-paced  presentations  with  dry  hu- 
mor. How  could  Salomon  expect  to  get 
away  with  bidding  violations,  he  asks,  in 
a  market  full  of  dealers  "who'd  turn  in 
their  grandmother  for  a  quarter  of  a 
point?"  Listeners  who  can't  keep  up  may 
be  left  feeling  like  the  class  dullard: 
"David  doesn't  suffer  fools,"  says  a  for- 
mer Treasury  colleague. 
GETTING  HIS  WAY.  Mullins'  goal  for  the 
U.  S.  banking  and  financial  system  is  to 
drag  it  into  the  21st  century.  He  was 
ajjjjalled  last  summer  by  Salomon's  ad- 
mission that  it  broke  Treasury  rules,  but 
he  could  barely  contain  his  glee  that  the 
scandal  created  an  opportunity  to  over- 
haul Treasury's  antiquated  auction  sys- 
tem. If  Mullins  has  his  way,  the  regula- 
tors later  this  month  will  propose 
computerizing  Treasury  offerings  to 
break  the  market  power  of  big  dealers, 
coupled  with  streamlined  monitoring  to 
prevent  future  squeezes  like  that  gar- 
nered by  Salomon  last  May. 

And  Mullins  is  getting  his  way  more 
often — even  on  monetary  policy.  When 
the  Fed's  policymaking  Open  Market 
Committee  met  on  Nov.  5,  Professor 
Mullins  set  aside  his  scrawled  notes  on 
yield  spreads  in  the  bond  market,  the 
tone  of  the  stock  market,  and  foreign- 
exchange  sentiment  to  zero  in  on  the 
crucial  issue:  fears  of  consumers,  manu- 
facturers, and  retailers.  "That's  not  his 
area  of  expertise,  but  he  hit  it  hard  and 
he  did  a  good  job,"  says  a  Fed  staffer. 
Many  Fed  policymakers  were  skeptical 
going  in,  but  Mullins  prevailed.  The  next 
day,  the  Fed  cut  interest  rates.  That's 
the  sort  of  clout  that  really  counts. 

By  Mike  McNamee  in  Washington 


CEO  CURLEY:  FINALLY  BEGINNING  TO  PUT  HIS  OWN  IMPRINT  ON  THE  COMPANY 


PATCHING  THE  CRACKS 

IN  THE  HOUSE  THAT  AL  BUILT 


Neuharth  is  gone,  and  Gannett  is  straining  under  its  own  weight 


aybe  it  was  expecting  too  much. 
When  Allen  H.  Neuharth  re- 
I  tired  two  years  ago,  the  voluble 
chairman  of  Gannett  Co.  said  he 
wouldn't  publicly  second-guess  his  hand- 
picked  successor,  John  J.  Curley.  Indeed, 
in  a  recent  interview,  he  vowed  to  stick 
only  to  "statements  of  fact." 

So  what  does  Al  Neuharth  think  of 
Gannett  now?  In  one  such  "statement  of 
fact,"  Neuharth  notes  he  "led  Gannett 
through  five  recessions  with  88  consecu- 
tive quarters  of  record  profits."  Hang- 
ing in  the  air  is  a  pointed  comparison: 
Under  Curley,  earnings  at  the  nation's 
largest  newspaper  chain  dropped  5.2%  in 
1990,  to  $377  million,  on  revenues  of  $3.4 
billion.  And  analysts  predict  they'll  tum- 
ble an  additional  20%  this  year  (chart). 

Curley  brushes  off  Neuharth's  com- 
ments with  a  curt:  "That's  Al."  It's  no 


wonder  that  Curley  rarely  calls  his  one- 
time mentor  these  days.  Not  only  is  he 
battling  the  worst  advertising  downturn 
in  two  decades,  but  the  former  newspa- 
per editor  is  also  struggling  to  untangle 
much  of  Neuharth's  handiwork. 
'SOLID  GROUND.'  Neuharth  earned  his  88 
quarters  of  gi'owth  with  a  simple  strate- 
gy. Gannett  snapped  up  newspapers  in 
small  monopoly  markets  and  then 
wrung  additional  profits  out  of  them 
through  cost-cutting.  In  flush  times,  the 
strategy  worked  marvelously,  enabling 
Neuharth  to  transform  Gannett  from  a 
sleepy  chain  of  small-market  papers  into 
a  $3  billion  media  powerhouse. 

But  when  the  supply  of  independent 
papers  began  drying  up,  Neuharth 
changed  his  game  plan.  In  1982,  he 
launched  his  national  newspaper,  USA 
Today.  In  the  mid-1980s,  he  acquired  pa- 
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ers  in  larger,  fiercely  competitive  mar- 
ets  such  as  Little  Rock  and  Detroit, 
.nd  he  dabbled  in  TV  programming  by 
ankrolling  a  joint  venture  with  produc- 
r  Grant  Tinker.  Few  of  the  new  ven- 
ares  fared  well  (table).  USA  Today  con- 
nues  to  bleed.  And  Gannett  recently 
aid  off  the  Arkansas  Gazette  after  it 
'as  trounced  by  a  crosstown  rival. 

Now,  Curley  has  a  daunting  task:  He 
lust  figure  out  how  to  jump-start  Gan- 
ett's  growth  in  an  industry  that's  los- 
ig  readers  and  advertisers  to  rival  me- 
ia.  The  trouble  is,  Gannett  seems 
nable  to  wean  itself  from  newspapers. 

That  may  have  something  to  do  with 
le  CEO's  ink-stained  pedigree:  The  53- 
ear-old  Curley  was  publisher  of  a  Gan- 
ett  paper  in  Bridge  water,  N.  J.,  before 
e  was  picked  by  Neuharth  to  be  the 
rst  editor  of  USA  Today.  With  his 
3lled-up  shirtsleeves,  he  looks  like  a 
arried  city  desk  editor — a  stark  con- 
-ast  to  Neuharth's  glitzy  image.  Curley 
isists  newspapers  provide  "good  solid 
round"  for  faster  growth. 

But  some  media  experts  give  him  a 
!ss-than-even  chance:  "Gannett  is  not 
oing  to  be  capable  of  the  growth  you'll 
se  from  other  media  companies,"  says 
Robert  Picard,  editor  of  the  Journal  of 
tedia  Economics.  Gannett's  return  on 
quity  remains  one  of  the  highest  in  the 
idustry.  But  Susan  L.  Decker,  an  ana- 
T&t  at  Donaldson,  Lufkin  &  Jenrette  Se- 
urities  Corp.,  expects  the  company  to 
oost  its  earnings  by  a  total  of  only  15%' 
ver  the  next  three  years — half  the  pro- 
!Cted  average  for  12  publicly  traded 
ewspaper  companies. 
ENTATIVE  SHOPPER.  Gannett's  critics 
ay  the  company  is  handicapped  because 
.  passed  up  opportunities  to  diversify 
ito  less  ad-dependent  media,  such  as 
able  TV  or  business  information  ser- 
ices.  Gannett  now  draws  80%  of  its  rev- 
nue  from  newspapers,  compared  with 
7%  at  Times  Mirror  Co.  and  71%  at 
'ribune  Co.  And  the  other  businesses  it 
id  push  into — billboard  advertising  and 
roadcast  television — have  hardly  insu- 
lted Gannett  from  the  ad  slump.  Ana- 
r^sts  figure  that  Gannett's  billboard 
arnings  will  drop  33.3%  in  1991,  while 
;s  broadcast  earnings  will  drop  15.9%. 

True,  new  ventures  such  as  business 
iformation  services  haven't  proved  a 
old  mine  for  newspaper  chains,  as  Dow 
ones  &  Co.'s  troubles  with  its  Telerate 
nc.  subsidiary  attest.  Neuharth  defends 
is  strategy,  saying  Gannett  made 
hrewder  investments  in  papers  than  it 
/ould  have  in  any  other  media.  With 
lannett,  he  may  have  a  point:  What 
loves  the  company  has  made  to  diversi- 
y  have  been  tentative  or  ill-conceived. 

Take  its  foray  into  the  yellow  pages 
usiness.  Gannett  told  media  analysts  its 
irst  effort  to  distribute  a  yellow  pages 
irectory,  in  Brevard  County,  Fla., 


would  in  time  turn  a  pretax  profit  mar- 
gin of  25% .  Eighteen  months  later,  Gan- 
nett sales  reps  have  told  some  advertis- 
ers that  the  venture  is  losing  as  much  as 
$50,000  a  month. 

And  even  some  of  its  newspaper  ac- 
quisitions have  been  troubled — especial- 
ly where  Gannett  tried  to  break  into 
competitive  and  close-knit  markets 
where  it  had  no  strong  local  connections. 
The  Arkansas  Gazette  is  a  woeful  case 
in  point:  Despite  Gannett's  greater  fi- 
nancial muscle,  Walter  E.  Hussman  Jr., 
publisher  of  the  rival  Arkansas  Demo- 


CURLEY  BATTLES 
NEUHARTH'S  LEGACY... 

Several  of  the  former  chairman 's  new  ven- 
tures and  acquisitions  have  cost  Gannett 
since  his  departure 

USA  TODAY  Has  run  up  aftertax  losses  of 
$350  million  since  1982.  Losses  this  year 
will  total  $18  million 

GTG  ENTERTAINMENT  Joint  TV  show 
venture  with  Grant  Tinker  lost  $59  million 
before  Gannett  pulled  out  in  1989 

ARKANSAS  GAZETTE  Little  Rock  daily 
was  sold  to  archrival  Arkansas  Democrat 
after  $100  million  in  operating  losses 

DETROIT  HEWS  May  lose  up  to  $5  million 
in  third  year  of  joint  operating  agreement 
with  rival  Detroit  Free  Press 


...AS  AN  AD  SLUMP 
TRIMS  PROFITS 


1.5  AD  REVENUE  AT  GANNEH'S 

A-  84  DAILY  NEWSPAPERS 
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C7'at,  used  his  local  ties  to  persuade  Lit- 
tle Rock  advertisers  to  support  his  pa- 
per. Gannett  sold  out  to  Hussman  in 
October  after  losing  an  estimated  $100 
million  in  a  five-year  battle.  Says  Curley: 
"It's  a  market  we  shouldn't  have  gone 
into  in  the  beginning." 

The  company  also  seems  to  have  mis- 
calculated in  Detroit.  In  1989,  Gannett 
tried  to  end  a  bloody  war  between  its 
Detroit  News  and  Knight-Ridder  Inc.'s 
Detroit  Free  Press  by  signing  a  joint 
operating  agreement  to  share  business 


and  production  tasks.  The  two  compa- 
nies were  also  to  divvy  up  the  profits, 
projected  at  $100  million  annually.  But 
the  papers  angered  advertisers  by  hik- 
ing rates.  And  by  dropping  its  morning 
edition  as  part  of  the  deal,  the  News  lost 
35%  of  its  689,000  subscribers,  while  the 
Free  Press  lost  just  4%\  Both  will  proba- 
bly lose  $5  million  this  year. 

Then  there's  USA  Today,  which  is  look- 
ing more  and  more  like  a  costly  relic  of 
the  Neuharth  era.  The  paper  has  racked 
up  aftertax  losses  of  more  than  $350 
million  in  its  nine-year  run.  It  has  yet  to 
turn  its  first  annual  profit  and  will  lose 
$18  million  this  year.  Publisher  Thomas 
Curley,  John's  younger  brother,  points 
out  that  circulation  is  now  1.8  million 
and  still  growing.  And  he  predicts 
McPaper  will  break  into  the  black  in 
1992,  thanks  partly  to  ads  for  the  Olym- 
pic Games  and  political  campaigns.  But 
some  media  analysts  believe  USA  Today 
may  be  condemned  to  marginal  profit- 
ability for  years  to  come  because  the 
huge  fixed  cost  of  the  paper's  national 
distribution  limits  Gannett's  ability  to 
squeeze  much  savings  out  of  it. 
NEWS  2000.  If  the  legacy  of  Neuharth's 
ambition  isn't  enough,  John  Curley  must 
also  deal  with  Neuharth  himself.  Since 
1989,  Neuharth  has  been  lobbing  gre- 
nades from  his  perch  atop  the  Freedom 
Forum,  a  nonprofit  organization  once 
called  the  Gannett  Foundation.  Last 
year,  he  threatened  to  sell  the  founda- 
tion's 10%  stake  in  Gannett,  claiming  its 
3%  dividend  was  inadequate  to  a  non- 
profit. Rather  than  risk  having  Gannett 
put  into  play,  Curley  grudgingly  paid 
$670  million  to  buy  back  the  shares.  As 
part  of  the  deal,  Neuharth  dropped  the 
name  and  ties  to  Gannett. 

In  other  ways,  Curley  is  finally  put- 
ting his  own  imprint  on  the  company. 
Earlier  this  year,  he  unveiled  a  program 
called  News  2000,  which  uses  market  re- 
search to  influence  the  content  of  Gan- 
nett papers.  He  is  also  encouraging  pub- 
lishers to  innovate:  The  Reno  Gazette- 
Journal,  for  example,  is  rewarding 
frequent  readers  with  cards  that  offer 
them  discounts  at  area  merchants.  In 
nine  months,  the  paper  reduced  subscrib- 
er turnover  from  an  annual  rate  of  62%; 
to  48%.  Curley  also  says  he  is  spending 
more  than  $40  million  this  year  to  devel- 
op new  ventures,  such  as  a  weekly  base- 
ball tabloid  and  a  radio  news  service  for 
airline  travelers,  both  of  which  use  the 
USA  Today  name. 

But  there's  no  doubt  Curley's  heart 
remains  in  newspapers.  Indeed,  with 
prices  for  media  properties  dropping, 
one  Gannett  executive  even  hints  the 
company  may  start  buying  again.  But 
given  the  industry's  and  Gannett's  woes, 
Neuharth's  newspaper-gobbling  strate- 
gy may  have  retired  with  him. 

By  Dean  Foust  in  Arlington,  Va. 
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TODAY,  THE  STONES. 
TOMORROW,  STALLONE? 


Imax  is  wooing  Hollywood  with  its  huge-screen  technology 


R 


kock  promoter  Michael  Cohl  has 
long  felt  that  concert  films  don't 
^capture  the  primal  energy  of  rock 
'n'  roll.  So  when  Cohl  was  organizing  the 
Rolling  Stones'  Steel  Wheels  world  tour 
in  1989,  he  suggested  they  film  it  using 
big-screen  technology  developed  by 
Imax  Corp.  Since  Imax  films  are  typical- 
ly shown  in  museums,  the  group  was 
skeptical,  but  in  the  end  they  agreed. 

Their  film.  At  the 
Max,  which  opened  in 
New  York  in  late  No- 
vember and  is  now  play- 
ing in  14  cities,  is  a  run- 
away success.  Variety 
gushed  that  seeing  the 
Stones  on  an  enormous 
six-story-high  screen 
makes  previous  concert 
films  "look  like  the  visu- 
al equivalent  of  vinyl 
records." 

That's  not  all.  The  To- 
ronto-based Imax  is  roll- 
ing out  three  new  film 
technologies — two  new 
3-0  technologies  plus  a 
"high-definition"  system. 
They  play  on  huge  60- 
to-70  foot  screens,  com- 
pared with  the  15-foot 
screens  found  in  many 
commercial  theaters. 

Imax  is  a  private  company  that  will  do 
about  $50  million  in  sales  and  net  $2 
million  to  $4  million  this  year.  If  it  can 
beat  out  growing  Hollywood  competition 
in  the  big-screen  market,  Imax  may 
vault  into  the  cinematic  big  leagues. 

'BETTER  THAN  DISNEY.'  The  SUCCeSS  of  At 

the  Max  follows  a  similar  commotion  in 
Japan  last  year  when  one  of  Imax'  new 
3-D  technologies,  called  Imax  Solido,  pre- 
miered at  Osaka's  Expo.  Developed  with 
Fujitsu  Ltd.,  Solido  creates  images  more 
lifelike  than  anything  ever  created  be- 
fore on  celluloid.  At  Osaka,  people  be- 
came so  immersed  in  the  film — Echoes 
of  the  Sun — that  they  grabbed  at  ob- 
jects that  appeared  to  be  floating  in 
front  of  them. 

A  second  film,  The  Last  Buffalo,  is 
exciting  the  theme-park  industry.  It  uses 
yet  another  3-D  technology  called  Imax 


3-D.  "The  gold  standard  [in  theme 
parks]  is  Disney,"  says  James  H.  Win- 
trode,  president  of  Six  Flags  Great 
America,  a  theme  park  outside  Chicago 
that  premiered  The  Last  Buffalo  in  the 
U.  S.  last  summer.  "But  Imax  3-D  is  bet- 
ter than  Disney."  Indeed,  lines  for  the 
film  were  so  long  that  Six  Flags  boosted 
daily  showings  to  16  a  day,  and  1.1  mil- 


'9  Qttr 


conventional  screens  looK 

lion  people  saw  it. 

Imax  first  unveiled  big-screen  film- 
making in  1970.  Museums  found  that  an 
Imax  theater  "attracts  a  whole  new  au- 
dience and  is  a  wonderful  source  of  reve- 
nue," says  Freda  Nicholson,  executive 
director  of  North  Carolina's  Science  Mu- 
seums of  Charlotte.  There  are  now  77 
Imax  theaters  in  North  America,  Japan, 
and  Europe,  mostly  in  museums.  To- 
gether, they  sell  30  million  tickets  a 
year.  Next  year,  20  theaters  will  open. 

But  there's  the  rub.  Imax'  success  is 


built  on  museum  and  theme  park  the- 
aters. For  its  radical  technologies  to 
really  take  off,  it  needs  a  large  chain  of 
big-screen  theaters  in  cities  and  shop- 
ping centers — and  that  will  take  big 
money.  And  throughout  its  22-year  histo- 
ry, "Imax  has  always  lived  off  the  de- 
posit check  from  its  next  deal,"  says  CEO 
Fred  Klinkhammer,  who  is  now  search- 
ing for  an  equity  partner.  A  public  stock 
offering  is  also  being  considered. 
CHALLENGERS.  Imax  also  needs  to  cut  the 
cost  of  its  often  unwieldy  technology. 
Fujitsu  spent  $1.2  million  for  each  min- 
ute of  supercomputer  graphics  it  created 
for  Echoes  of  the  Sun.  The  Stones  mov- 
ie was  far  cheaper,  costing  $10  million, 
but  filming  was  "complicated  and  time- 
consuming,"  says  Cohl,  because  Imax 
cameras  hold  only  eight  minutes  of  film. 

Even  if  Imax  gets  the  money,  it  will 
have  to  compete  with  several  U.  S.  com- 
panies. The  biggest  chal- 
lenger is  Iwerks  Enter- 
tainment Inc.,  of 
Burbank,  Calif., 
launched  in  1988  by  two 
former  Walt  Disney  Co. 
executives.  Financial 
backing  comes  from  a 
group  of  venture  capital- 
ists, including  Scott  G. 
McNealy,  chairman  of 
Sun  Microsystems  Inc. 
Iv/erks,  a  private  compa- 
ny with  revenues  of  $15 
million  to  $20  million, 
has  already  built  around 
40  commercial  movie 
theaters. 

Iwerks  President 
Stanley  B.  Kinsey  pre- 
dicts that  the  company's 
cheaper  technology  will 
ultimately  prevail. 
"Imax  got  the  first  rock- 
et into  space"  with  At  the  Max,  Kinsey 
says,  "but  we're  going  to  get  to  the 
moon  first."  Iwerks  has  signed  on  with 
Hollywood  superagent  Michael  Ovitz, 
who  is  trying  to  get  movie  studios  to 
make  a  full-length  film  that  will  use 
Iwerks  technology,  says  Kinsey. 

Who  will  win  the  big-screen  race? 
Imax  is  ahead  right  now  with  At  the 
Max,  but  Iwerks  may  have  Hollywood 
behind  it.  In  the  end,  it  probably  won't 
matter  to  the  moviegoing  public.  Six-sto- 
ry screens  showing  supersharp  movies 
are  already  generating  excitement.  And 
audience  involvement  in  the  oversize 
fantasy  may  be  high  enough  to  pull 
ever-reclusive  coach  potatoes  out  of 
their  living  rooms. 

By  William  C.  Symonds  in  Toronto,  with 
Ronald  Grover  in  Los  Angeles  and  Neil 
Gross  in  Tokyo 
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TO  SEND  A  GIFT  OF  ABSOLUT®  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  GALL  1-800-243-3787. 
PRODUCT  OF  SWEDEN.  40  AND  50%  ALC/VOL  (80  AND  100  PROOF),  100%  GRAIN  NEUTRAL  SPIRITS.  ©1990  CARllj|N  IMPORTERS,  LTD.,  TEANECK,  NJL 


Everything  MIS  needs  to  know  about 
the  difference  between  a  Compaq  PC 
with  Intelligent  Modularity 
and  a  merely  upgradable  PC. 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent  _  , ,  . 

Modularity  which  goes  far 
beyond  ordinary  upgradability 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Smart  for  today— 
designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Suggested  Resale  Price  starts  at  just  over  $3,1 
this  family  of  four  remart^able  PCs. 


High-Speed  Memory  Board. 


Processor  Board. 


Nobody  else  giues  you  all  the 
advantages  you  get  with  the 
COMPAQ  DESKPROM  PCs 

COMPAQ 
DESKPRO/M 
FAMILY 

ALR 
BUSINESS 
VEISA 

AST 
PREMIUM 

11 

DELL 

POWERLINE 
DE 

IBM  PS;2 
MODEL  90 

1.  Five-board  modular  design 

Yes 

No 

No 

No 

No 

2  Upgradable  video  without 
using  an  expansion  slot 

Yes 

Yes 

No 

No 

No 

3  Separate  1,0  board  for  potential 
enhancements  and  ease  ol  service 

Yes 

No 

No 

No 

No 

4.  14  levels  of  security  including 
cable-lock  provision 

Yes 

\o 

No 

No 

No 

5.  System  configuration  and  ID 
number  available  in  memory 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

6.  Power  supply  aderjuate  for  all 
expansion  needs 

24fJw 

ISOw 

145w 

22f)w 

I94w 

DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely  over 
the  network.  A  big  time-  and  money- 
saver  for  MIS  managers. 

Smart  for  tomorrow —\)\\\\{  to 
adapt  to  changing  technology  and  changing 
needs.  With  Intelligent  Modularity  upgrad- 
ing and  expanding  only  takes  about  five  minutes. 
And,  thanks  to  unique 
Compaq  engineering, 
you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 


Advanced 


A  p,,,,,    ^.liO Board 

"  Board 

Intelligent  Modularity— Five  separate  subsystems 
let  you  upgrade  or  replace  only  what  you  need. 


are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


boards  and  peripherals.  Superior  thermals  keep  things  cool, 
no  matter  how  many  options  you  add.  And  the  240-watt 

power  supply  can  take  anything  you  plug  in. 

Call  your  Authorized  COMPAQ  Computer 
Dealer  and  ask  to  see  the  wonders  of  the 
COMPAQ  DESKPRO/M  PCs  firsthand 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


Trademarks  .indiradt-iidi:!t?«.shiAVTidfe  those  of  Iherespwrivetompaniesdesi^nated  COMPAQ,  DESKPRO  Registered  L'S  Paieni  and  Trademark  Ofke  t  1991  Compaq  Compuier  Corporation  All  ngtits reserved 


Everything  the  boss 
needs  to  know. 


1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


It  simply  works  better. 


compAa 


i^ACTUReNGI 


'THIS  IS  WHAT  THE  U.S.  MUST 
DO  TO  STAY  COMPETITIVE' 


Make  factories  'agile,'  link  them  by  computer — and  collaborate 


Throughout  last  summer,  15  execu- 
tives from  leading  U.  S.  companies 
spent  two  or  three  days  a  week 
doing  what  they  believe  must  be  done  by 
American  industry  as  a  whole:  cooperat- 
ing on  a  strategic  vision  for  manufactur- 
ing in  the  21st  century.  "If  we  don't 
learn  how  to  work  together  better,  we 
could  end  up  working  for  the  Japanese," 
says  Roger  N.  Nagel,  operations  direc- 
tor of  Lehigh  University's  lacocca  Insti- 
tute, which  served  as  the  hub 
of  the  collaboration. 

On  Dec.  12,  Nagel  will  un- 
wrap the  results  of  the  sum- 
mer camp:  a  two-volume  re- 
port called  Jlst  Century 
Manufacturing  Enter- 
prise Strategy.  It  lays  out 
a  daring  blueprint  that  Na- 
gel insists  could  enable  U.  S. 
industry  to  match — and  sur- 
pass— the  ambitious  programs 
under  way  in  Japan  and  Eu- 
rope to  develop  tomorrow's 
factories.  Because  the  industri- 
alized world  is  working  to  rein- 
vent manufacturing,  says  Na- 
gel, "we  have  a  unique 
opportunity,  now,  to  restore 
American  manufacturing  to 
world  leadership.  But  it  will 
only  get  done  if  we  all  sit 
down  together."  Adds  Gino  J. 
Giocondi,  vice-president  for 
productivity  at  Chrysler  Corp. 
and  a  member  of  the  team  that 
thrashed  out  the  Lehigh  re- 
port: "If  we  could  wave  a  mag- 
ic wand"  and  implement  these 
proposals,  "there's  no  question 
could  regain  manu- 
preeminence  in  15 


marvels — but  too  parsimonious  to  buy  a 
new  car.  "You  could  see  the  Detroit 
guys  kind  of  gulp  at  the  practical  reali- 
ties of  that,"  recalls  Wyckham  Seelig, 
director  of  manufacturing  planning  at 
American  Telephone  &  Telegraph  Co. 
and  also  a  member  of  the  Lehigh  team. 

The  other  companies 
were   Air  Prod- 
.      ucts  &  Chemicals, 
'      Boeing  Helicop- 


the  U.S. 
facturing 
years." 

BIG  GUlP.  At  first  blush,  parts 
of  the  plan  may  seem  far- 
fetched. It  envisions  nimble 
carmakers  that  will  tare  an  or- 
der, then  build  and  deliver  cus- 
tom-made, defect-free  cars  in 
only  three  days.  Assembled 
from  modular  components,  the 
cars  could  later  be  upgraded 
easily  by  consumers  eager  to 
drive  the  latest  technological 
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A  BLUEPRIHT  FOR  BETTER 
MANUFACTURING 


With  "agile"  manufacturing,  cars  might  be  made  to  order 
in  three  days  and  products  might  be  designed  in  a  modu- 
lar fashion,  so  they  can  be  constantly  updated  by  replacing 
major  components.  Here  are  some  ways  to  achieve  this: 

NATIONWIDE  FACTORY  NETWORK 

►  A  huge  base  of  diversified  suppliers  would  be  linked  to 
a  computer  network,  possibly  via  satellite 

►  The  network  would  facilitate  concurrent  engineer- 
ing— developing  a  product  as  a  coOaboration  of  the  de- 
sign, production,  marketing,  purchasing,  and  service  de- 
partments— either  within  the  same  company  or  among 
corporate  partners 

►  The  network  would  also  foster  collaboration  on  "virtu- 
al ventures"  created  for  one  project,  then  disbanded 

PLUG-IN  SYSTEMS 

►  Tomorrow's  factories  could  be  quickly  reconfigured 
to  exploit  unanticipated  opportunities.  They  would  use 
standardized  machines,  software,  and  processes  that 
could  simply  be  plugged  into  the  manufacturing  system 

INVESTMENT  INCENTIVES 

►  A  capital-gains  tax  indexed  to  the  length  of  time  an  in- 
vestment is  held  would  stimulate  spending  on  manufac- 
turing gear  needed  for  state-of-the-art  production 

DATA:  LEHIGH  UNIVERSITY,  BW 


ters,  FMC,  General  Electric,  General  Mo- 
tors, IBM,  Kingsbury  Machine  Tool,  Mo- 
torola, Texas  Instruments,  TRW,  and 
Westinghouse  Electric. 

The  study  outlines  the  concept  of  a 
three-day  car  in  detail  because  a  similar 
scheme  has  been  evolving  in  Japan  since 
1987.  It's  part  of  projects  being  coordi- 
nated by  the  Japan  Machinery  Federa- 
tion and  Waseda  University.  Known  in 
the  U.  S.  as  Manufacturing  21,  the  Japa- 
nese program  is  supported  by  200  com- 
panies. In  fact,  according  to  some  ob- 
servers, the  Ministry  of  International 
Trade  &  Industry  hatched  its  grandiose 
Intelligent  Manufacturing  System  proj- 
ect (page  96)  to  avoid  being  outclassed. 
JACK  BE  NIMBLE.  Seelig  concedes  that 
some  provisions  of  the  Lehigh  study 
strain  his  imagination.  A  computer  net- 
work linking  every  American  factory  is 
feasible  and  would  be  a  formidable  re- 
source. But  the  scenario  also  envisions 
using  the  network  to  form  in- 
stant on-line  partnerships,  or 
"virtual  ventures,"  to  go  af- 
^  ter  fast-moving  markets. 
In  the  land  of  rugged  indi- 
vidualism, "that's  a  stretch," 
he  says. 

But  if  Lehigh's  predictions 
are  right,  virtual  ventures 
could  be  essential.  The  report 
forecasts  a  worldwide  transi- 
tion to  "agile"  manufacturing. 
In  this  environment,  any 
high-tech  company  still  wed- 
ded to  mass  production  will 
lose  out  to  nimble  competitors 
who  use  reconfigurable  fac- 
tories and  computer-integrated 
systems  to  turn  out  custom- 
ized products  in  a  dizzying 
range  of  choices. 

The  strategic  plan  will  be 
handed  out  to  managers  at- 
tending an  Agile  Manufactur- 
ing Conference  in  Lake  Buena 
Vista,  Fla.  Many  of  these  man- 
agers served  as  advisers  repre- 
senting the  70-odd  companies 
that  helped  refine  pieces  of  the 
strategy.  Their  next  challenge 
will  be  to  sell  it  to  top  manage- 
ment and  enlist  a  senior  execu- 
tive from  each  company  for  a 
lobbying  effort  early  next 
year.  Then,  Nagel  and  his 
partner  on  the  project,  Richard 
K.  Dove,  a  California  entrepre- 
neur, plan  to  descend  on 
Washington  with  a  dozen  top 
executives.  "We  want  to 
march  on  Congress,"  says 
Dove,  "and  tell  them  that  this 
is  what  the  U.  S.  must  do  to 
stay  competitive  and  maintain 


SCIENCE  &  TECHNOLOGY 


Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine, 

the  better  your 
chances  of  growing  hair. 


"My  hair's  completely  filled  in.  /( 
It  was  amazing!  Early  treatment, , 


Rogaine  is  the  only  product  ever 
proven  to  grow  hair.  And  studies 
show  that  using  it  at  the  first  signs 
of  hair  loss  gives  you  the  best 
chance  that  it  will  grow  hair  for  you. 


What  are  the  early  warning 
signs  of  losing  hair? 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
normal.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 

Two  million  men  worldwide 
have  tried  Rogaine.  In  yearlong 
clinical  tests  conducted  by  derma- 
tologists at  27  medical  centers 
nationwide,  virtually  half  (48%) 
of  the  men  who  tried  Rogaine  saw 
at  least  moderate  hair  regrowth. 
Thirty-six  percent  had  minimal 
regrowth  and  only  16%  had  no 
regrowth. 

Doctors  also  found  that  it  usu- 
ally takes  4  months  or  more 
before  you  can  begin  to  evaluate 
your  use  of  Rogaine.  Side  effects 
were  minimal:  only  5%  of  the  men 
tested  had  itching  of  the  scalp. 


started  growing  in  under  2  months 
it  works.'"— Jim  Wilets.  30 


I  iiui  \  iit'i  havf  i^rtuvn  any  hair 
after  6  months,  but  most  of  my 
hair's  stopped  falling  out  I'm 
glad  I  got  to  the  doctor  fast. " 
—Luis  Silva,  20 


Will  Rogaine  work  for  you? 

Only  a  dermatologist  or  another 
doctor  who  treats  hair  loss  can  tell 
you,  so  see  one  soon.  The  sooner 
you  get  your  prescription  for 
Rogaine  (which  is  now  available  in 
an  economical  3-pack),  the  sooner 
you  could  be  growing  hair 
For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below: 

Send  in  the  coupon  or  call 

1 800  753-5559  ext  679 

for  your  $10  certificate.  Soon. 

[~^ill  this  in  now.  Then,  start  to  fill  in  your  hair  loss.  j 

I    Mr.  Kerth  Barton.  The  Upjohn  Company  I 

PO  Box  9040,  Opa  Locka,  Florida  33054-9944 
I    Dear  Mr  Barton:  | 

I Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine.  And  just  to  make  sure  I  don't  forget  to  go  to  my  I 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
I    help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor  I 
'    Thanks  ' 

I    Name   I 


Address- 


City/State/Zip. 
Phone  


"The  first  time  I  saw  hair  growing 
was  at  about  8  months.  I  hadn't 
lost  much. .  but  I'm  not  taking  any 
chances." — Tonv  Vila 


Upjohn 


 Age- 

DERMATOLOGY 
DIVISION 


j  us 
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For  a  suinmmary  of  product  information,  see  adjoining  page. 


Rogaine 

SOLUTION  ^^minoxidil  2% 

The  only  product  proven  to  grow  hair. 


Ro^ine 

SiuTON  ^-'minoxidil  2% 


The  only  product 
ever  proven  to  grow  hair. 

What  is  ROGAINE'> 

ROGAINE  lopical  Solulion  discui/ered  and  made  Oy  The  Upiofin  Company,  is  a  slandatdtzed  topical  (for  use  only  on  the 
skin)  prescription  medication  proved  effective  for  Ihe  long-lerm  treatment  ot  male  patlern  baldness  of  tfie  cfown  and  m 
females  for  diffuse  hait  toss  or  thinning  of  ihe  Irontal  areas  ol  the  scalp 

ROGAINE  IS  the  only  topical  solution  of  minoxidil  f^/linoxidil  in  tablet  form  has  been  used  smce  1980  to  lower  blood 
pressure  The  use  ot  minoxidil  tablets  is  limited  to  treatment  ol  patients  with  severe  high  blood  pressure  When  a  high 
enough  dose  m  table!  form  is  used  to  lower  blood  pressure,  certain  effects  that  merit  your  attention  may  occur  These 
effects  appear  to  be  dose  related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ot  absorption  of  minoxidil,  much  lower  than  that  ot  persons 
being  treated  wth  minoxidil  tabir-ts  tor  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  dewetop  Ihe  etiects  associated  with  minoxidil  lablets  is  very  small  In  fact,  none  ot  these  effects  have  been 
directly  attributed  to  ROGAINf  m  clinical  studies 
How  soon  can  I  expect  results  from  using  ROGAINE? 

Studie':.  have  shown  thai  the  response  to  iteatmenl  v^ith  ROGAINE  may  vary  widely 

Some  patients  receiving  ROGAINE  may  see  faster  results  Ihan  others,  others  may  respond  with  a  slower  rale  ot  hair 
growth  You  *jhould  not  expect  visible  growth  in  less  than  4  months 
If  I  respond  to  ROGAINE,  what  will  the  hair  look  like? 

If  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  self,  downy,  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hatr  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  If  you 
start  with  substantial  hair,  the  new  hair  should  be  ot  Ihe  same  color  and  thickness  as  Ihe  rest  of  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  treatment  not  3  cure  II  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  lo  show  a  response  to  treatment  with  ROGAINE  after  a  reasonable  penod  ot  time 
(at  least  <i  months  or  morel,  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  it  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

It  vou  stilp  using  ROGAINE  you  will  probably  shed  the  new  hair  wilhm  a  few  months  after  stopping  treatment 
What  is  the  dosage  of  ROGAINE? 

You  should  apply  a  1-mL  dose  of  ROGAINE  two  times  a  day,  once  in  the  morning  and  once  at  night,  before  bedtime 
Each  bottle  should  last  about  30  days  (1  month)  The  applicators  m  each  package  ol  ROGAINE  are  designed  to  let  you 
apply  the  correct  amount  ot  ROGAINE  with  each  application  Please  reler  to  the  Instructions  lor  Use 
What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

If  you  miss  one  or  two  daily  applications  of  ROGAINE,  you  should  restart  your  Iwice-daily  application  and  return  to  your 
usual  schedule  You  should  not  attempt  lo  make  up  for  missed  applications 
Can  I  use  ROGAINE  more  than  hwice  a  day?  Will  it  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  carelully  conducted  lo  determine  the  correcl  amount  ot  ROGAINE  to  use 
10  obtain  the  most  satislactory  results  More  frequent  applications  or  use  ol  larger  closes  (more  than  1  ml  twice  a  day}  have 
not  been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  Ihe  possibility  of  side  effects 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Studies  of  patients  using  ROGAINE  have  shown  lhat  the  most  common  adverse  effects  directly  artnbutable  lo  ROGAINE 
Topical  Solution  were  (tchmg  and  other  skin  irritations  of  Ihe  treated  area  ot  the  scalp  About  7%  ol  palients  had  these 
complaints 

Other  Side  etfecls.  includmg  liqht-headedness.  dizziness,  and  headaches,  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication} 
What  are  some  of  the  side  effects  people  have  reported? 

The  frequency  ot  side  effects  listed  below  was  similar,  except  for  dermatologic  reactions  m  Ihe  groups  using  ROGAINE 
and  placebo  Respiratory  bronchitis,  upper  respiratory  mlection,  sinusitis  Dermatologic  irritant  or  allergic  contact 
dermatitis,  eczema,  hypertrichosis,  local  erythema,  pruritus,  dry  skin/scalp  flaking,  exacerbation  ol  hair  loss,  alopecia. 
Gastrointestinal  diarrhea  nausea  vomiting  Neurologic  headache,  dizziness,  lamtness,  hght-headedness 
Musculoskeletal  fractures,  back  pam  tendinitis  Cardiovascular  edema  chesi  pam,  blood  pressure  increases/decreases 
palpitation,  pulse  rale  increases/decreases.  Allergic  nonspecific  allergic  reactions,  hives,  allergic  rhinitis  facial  swelling 
sensitivity.  Special  Senses  conjunctivitis,  ear  infections,  vertigo,  visual  disturbances  including  decreased  visual  acuity 
Metabolic-Nutrilional  eOema.  m\q\}\  qa\n.  Urinary  Iract  urinary  tract  infections  renal  calculi,  urethritis  Genital  Tract 
prostatitis  epididymitis,  sexual  dysfunction.  Psychiatric  anxiety,  depression,  fatigue  Hematologic  lymphadenopaihy 
thrombocytopenia  Endocrinologic 
Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol,  or  elhanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ot  the  eyes,  mucous  membranes  or 
sensitive  skin  areas  If  ROGAINE  accidentally  gets  into  these  areas  bathe  the  area  with  large  amounts  ol  cool  tap  water 
Contact  your  doctor  if  irritation  persists 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Although  serious  side  ellects  have  not  been  attributed  lo  ROGAINE  m  clinical  studies  there  is  a  possibility  that  they 
could  occur  because  the  aclive  mgredienl  in  ROGAINE  Topical  Solution  is  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arienes,  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fluid  and  increased  heart  rate  The  following  effects  have 
occurred  m  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate  Some  patients  have  reported  -  a  resting  heart  rate  increased  by  more  than  20  beats  per  minute 
rapid  weight  gam  of  more  than  5  pounds  or  swelling  (edema)  ot  Ihe  face,  hands,  ankles,  or  stomach  area  difficulty  m 
breaihing  especially  when  lying  down,  a  resull  ot  an  increase  in  body  fluids  or  fluid  around  the  heart,  worsening  of.  or  new 
onset  ot  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin  very  little  minoxidil  is  absorbed  and  the  possible  etiects 
atlrtbuted  to  minoxidil  tablets  are  not  expected  with  the  use  ol  ROGAINE  It  however  you  experience  any  of  the  possible 
side  effects  listed,  discontinue  use  of  ROGAINE  and  consult  your  doctor  Presumably,  such  etiects  would  be  most  likely  it 
greater  absrjrplion  occurred  e  g  ,  because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  Ihan  recom- 
mended amounts 

In  animal  studies,  minoxidil,  in  doses  higher  than  would  be  obtained  Irom  topical  use  in  people  has  caused  important 
heart-structure  damage  This  kind  ot  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  for  high  blood  pressure 
at  effective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposilion  lo  heart 
failure  would  be  al  particular  risk  if  syslemic  effects  (lhal  is,  increased  heart  rate  or  fluid  retention)  ot  minoxidil  were  to 
occur  Physicians,  and  patients  with  these  kinds  ol  underlying  diseases,  should  be  conscious  ol  the  potential  risk  of 
treatmeni  il  they  choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  Ihe  scalp  and  should  not  be  used  on  other  parts  of  the  body  because  absorption  of 
minoxidil  may  be  increased  and  the  risk  of  side  effecis  may  become  greater  You  should  no!  use  ROGAINE  il  your  scalp 
becomes  irrilaled  or  is  sunburned  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  individuals  with  high  blood  pressure  use  ROGAINE? 

Individuals  with  hypertension  including  those  under  treatment  with  antihypertensive  agents,  can  use  ROGAINE  but 
should  be  moniiored  closely  by  iheir  doctor  Patients  taking  guanethidme  for  high  blood  pressure  should  nol  use 
ROGAINE 

Should  any  precautions  be  followed'' 

IndivifludK  using  ROGAINE  should  be  monitored  by  their  physician  1  month  after  starling  ROGAINE  and  al  least  every 
6  months  therealtpr  Discontinue  ROGAINE  il  systemic  etiects  occur 

Do  nol  use  it  in  roniunclion  wilh  other  topical  agents  such  as  corticosteroids,  retinoids,  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  milliliter  contains  20  mg  minoxidil,  and  accidental 
ingestion  could  cause  adverse  systemic  etiects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  labor  and  delivery  are  not  known  Efficacy  in  postmenopausal  women  has  not  been  studied 

Pediatric  use  Safety  and  effectiveness  have  not  been  established  under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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our  Standard  of  living'.  And  that  industrj/ 
is  committed  to  it,  even  if  we  don't  get 
any  help  from  the  government." 

That  message,  says  a  senior  Senate 
staffer,  would  stand  a  good  chance  of 
gaining  real  attention  on  Capitol  Hill 
"Usually  we  hear:  'My  industry  is  going 
down  the  tubes,  and  you  gotta  do  some 
thing  about  it.'  "  But  the  tone  of  the 
Lehigh  report  is  different,  he  notes 
"What  comes  out  of  this  study  is  that 
industry  has  to  take  the  lead" — includ- 
ing plunking  down  its  own  cash  before 
asking  for  taxpayer  funds.  The  main 
role  envisioned  for  Washington  concerns 
infrastructure  issues  that  affect  all  in 
dustries.  For  example,  the  Lehigh  report 
urges  lifting  regulatory  barriers  to  coop 
erative  research  and  development.  As  a 
result,  says  the  Senate  staffer,  the  strat 
egy  will  be  far  less  distasteful  to  anti- 
industrial-policy  ideologues. 

That's  by  design.  "We  knew  we  had  to 
back  away  from  anything  that  smacked 
of  industry-specific  recommendations  to 


These  proposals  'won't  break 
the  bank.'  American  industry 

coukl  foot  the  bill  'with 
practically  zero  new  funds' 


get  the  broad  consensus  that  we  want  to 
take  to  Washington,"  says  Dove.  Be- 
sides, the  study  was  commissioned  by 
the  Defense  Dept.,  which  wanted  a  con- 
ceptual roadmap  to  guide  future  invest 
ments  in  its  Manufacturing  Technology 
progi'am.  ManTech's  budget  has  been 
growing  steadily,  hitting  $280  million  in 
fiscal  1992.  But  the  whole  program  is 
now  coming  under  skeptical  scrutiny,  de- 
spite studies  showing  that  ManTech  re- 
turns $10  in  savings  for  every  $1  spent. 

In  the  past,  ManTech's  focus  has  been 
on  making  existing  shop-floor  operations 
more  efficient.  But  given  the  changing 
geopolitical  scene  and  pressures  on  the 
Defense  budget,  Charles  H.  Kimzey, 
who  heads  the  ManTech  program  from 
the  Office  of  the  Assistant  Secretary  of 
Defense  for  Production  &  Logistics,  fig- 
ured it  was  time  to  take  a  fresh  look: 
Rather  than  upgrading  today's  methods, 
maybe  Defense  could  get  even  bigger 
returns  by  plowing  seed  funds  into  fun- 
damentally new  technologies.  Once  you 
start  exploring  those  horizons,  he  notes, 
"the  distinction  between  military  and 
commercial  technology  dissolves." 

And  following  the  Lehigh  proposals 
won't  break  the  bank,  insists  Richard  L. 
Engwall,  manager  of  advanced  manufac- 
turing initiatives  at  Westinghouse  Elec- 
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Litroducing  MobileComm®  Nationwide  Messaging. 
Because  Your  Most  Important  Business 
Tool  Sliouldn't  Keep  You  Tied  Up. 


I 


f  you  make  a  living  on  the  road, 
then  you  know  that  keeping  in 
touch  often  means  being  tied  to  a 
phone.  Today  there's  a  new  way  to 
break  free.  With  MobileComm 
Nationwide  Messaging  Service. 

America's 
Most  Complete 
Paging  Service. 

Our  unrivaled  nationwide  cover- 
age can  keep  you  in  touch  in  more 
places  with  clients,  colleagues,  fam- 
ily and  friends.  And  you  can  keep 
in  touch  with  simple  toll-free  access. 


Customized 
Regional  Coverage . 

Just  need  a  region?  No  problem, 
we  can  customize  that  for  you.  So  you 
won't  be  paying  for  coverage  you  don't 
need.  Plus  we  offer  local  paging. 


Exclusive 
Text  Messaging. 

Only  MobileComm  Nationwide 
Messaging  lets  you  receive  text 
messages  coast  to  coast.  So  you  get 
up-to-the-minute  information 
without  ever  touching  a  phone. 
We  also  have  digital  paging  and 
advanced  voice  mail.  Plus  you  can 
count  on  our  20  years  of  paging 
experience.  And  we  feature  the 
newest  in  Motorola  pagers. 

So  don't  stay  tied  to  a  phone.  Set 
yourself  free  with  MobUeComm 
Nationwide  Messaging.  Call  now  for 
more  information  about  our  money- 
saving  ofier. 


1-800-685-5555 


@  MobileComm' 


A  BELLSOUTH  Company 


Every  thina  you  expect  from  a  leader  '^ 


I  NEW  AUD1 100 
HAS  GERMAN 

MOIORING  PRESS 
DOING  AM 


In  a  surprise  turaaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  100  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BHD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  lOOS  is  priced  at  $29,900.* 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  piva- 
nized  body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  charge 
for  scheduled  maintenance.  _Kari  Treutler,  Munich 

*  Price  based  on  MSRP  with  manual  trans. ,  excluding  taxes,  license,  freight,  dealer  charges 
and  optUms.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer far  details. 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


tronic  Systems  Group.  Between  the  pub- 
lic and  private  sectors,  "we're  spending 
an  awful  lot  of  money — but  nothing's 
coordinated  or  organized,"  he  complains. 
If  industry  were  free  to  pool  resources 
across  company  boundaries,  America 
might  foot  the  bill  for  practically  zero 
new  funds.  Congress  will  like  that. 

By  Otis  Port  in  New  York,  with  John 
Caret)  in  Washington  and  bureau  reports 


A  JAPAN  EAGER 

TO  POOL  KNOWHOW 


Two  years  ago,  -Japan's  govern- 
ment sought  the  help  of  Ameri- 
can industry  for  an  ambitious  re- 
search program.  The  goal  was  to  spur 
a  quantum  leap  in  production  technol- 
ogy by  pooling  the  knowhow  of  the 
world's  top  manufacturers.  To  sweeten 
the  deal,  Japan  proposed  to  fund  807f 
of  the  estimated  $1  billion  cost. 

But  the  overtures  to  U.  S.  companies 
infuriated  the  Commerce  Dept.  Fret- 
ting that  the  Intelligent  Manufacturing 
System  (IMS)  proposal  was  a  ploy  to 
soak  up  American  software  expertise. 
Commerce  demanded  a  halt  so  it  could 
help  plan  the  effort.  That  outraged 
American  executives  eager  to  learn 
about  Japanese  technology. 
PLATITUDES.  Now,  IMS  is  finally  limping 
down  the  runway.  This  month,  the 
U.  S.,  Canada,  Australia,  Europe,  and 
Japan  will  meet  in  Switzerland  to  draw 
up  guidelines  for  a  two-year  study.  The 
real  l.MS  project  will  begin  after  that. 

The  original  idea  has  been  muddied 
by  a  mishinash  of  multilateral  propos- 
als and  communiques,  and  its  scope 
has  shrunk — with  no  assurance  that 
Japan  will  approve  more  than  the  $6 
million  slated  for  next  year.  At  the 
Ministry  of  International  Trade  &  In- 
dustry, officials  spout  platitudes  about 
Japan's  contributions  to  a  new  "tech- 
noglobalism."  But  when  asked  which 
U.  S.  companies  will  participate,  IMS 
point  man  Naoki  Motoshima  replies:  "I 
was  hoping  you  would  tell  me." 

Even  if  IMS  never  lives  up  to  its  bill- 
ing, it  has  provoked  thoughtful  re- 
sponses in  Europe  and  the  U.  S.,  such 
as  the  new  study  from  Lehigh  Univer- 
sity (page  92).  The  challenges  in  the 
next  century  are  "too  big  for  any  one 
country,"  says  Richard  K.  Dove,  a  Cali- 
fornia entrepreneur  who  helped  guide 
the  Lehigh  study.  That's  why  IMS  will 
need  a  clearer  commitment  to  global 
cooperation  if  it  is  to  deliver  tomor- 
row's technology  to  the  factory  floor. 

By  Neil  Gross  in  Tokyo 
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WE'VE  BEEN  ON  THE  TIP  OF  YOUR  TONGUE 

FOR  75  YEARS.  Not  to  put  words  in  your  mouth,  but  you  probably  already  know  us 
as  the  International  Nickel  Company.  Today,  it  s  simply  Inco.  And  while  our  name  isn't  on  all  that  we  make, 
it's  surprising  how  much  we're  in. 

Over  60  per  cent  of  total  nickel  production  goes  to  make  stainless  steel  stainless.  And  from 
its  initial  use  in  cuder\;  our  metallurgic  ingenuity  has  put  it  to  work. 

For  instance,  stainless  steel's  endless  applications  in  food  processing  equipment  -  up  to  and 
including  the  kitchen  sink.  Not  to  mention  its  widespread  use  in  architecture,  aerospace  and 
under-sea  technolog)'. 

This  same  kind  of  innovative  thinking  has  made  us  the  non-communist  world's  largest  nickel  producer. 
Fact  is,  we  hold  34  per  cent  of  the  worid  nickel  market.  And  with  ■ 
fixed-volume  arrangements  accounting  for  over  one-third  of  our  sales,  III 
we  can  effectively  plan  for  the  years  ahead.  You  have  our  word  on  it.      STRONGER  FOR  OUR  experience 

For  more  information,  wnte  N.K.  Barnes,  Director,  Investor  Relations,  Inco  Limited,  One  New  York  Plaza,  N.Y.,  10004, 


Developments  to  Watc 


:dited  by  fleur  templeton 

A  NEW  WAY 

rO  'SEE'  UNDER  THE  SEA 


Taking  measurements 
in  the  deep  sea  is  in- 
creasingly important  for 
climate  research,  pollu- 
tion monitoring,  and  a 
better  understanding  of 
the  oceans.  But  voyages 
to  obtain  such  data  are 
time-consuming  and 
costly.  Now,  researchers 
at  Battelle  Marine  Sci- 
ences Laboratory  in  Se- 
quim,  Wash.,  and  Ocean 
Sensors  Inc.  in  San  Die- 
go  have  developed  a  rel- 
itively  inexpensive  "smart"  seafaring  sensor. 

Dropped  in  the  water,  the  sensor  will  descend  to  the  ocean 
Floor,  down  to  19,000  feet.  Its  microprocessor  can  be  pro- 
grammed to  collect  data  such  as  depth,  current,  and  tempera- 
;ure  for  up  to  two  years.  At  a  designated  time,  the  sensor  will 
*eturn  to  the  surface  to  send  its  data  back  to  land  via  satellite. 
■\.rmed  with  the  ability  to  seek  out  specific  chemicals,  the 
sensor  could  become  a  watchdog,  sending  an  alert  when  it 
detects  pollutants  that  exceed  certain  levels.  The  researchers 
alan  to  test  their  first  prototype  next  spring. 


USING  SOUND  TO  PINPOINT 
LEAKS  IN  BREAST  IMPLANTS 


Some  2  million  women  in  the  U.  S.  have  breast  implants, 
most  of  them  silicone.  One  of  the  problems,  however,  is 
:hat  the  implants  can  tear.  Ordinary  mammography  often  fails 
:o  detect  even  large  leaks  because  they  may  be  obscured  by 
Lhe  opaque  implant.  Now,  radiologists  at  the  University  of 
Pittsburgh's  school  of  medicine  have  found  that  ultrasound 
:an  be  more  effective  than  X-rays  in  finding  such  leaks. 

On  a  sonogram,  the  silicone  inside  the  implant  appears  black 
because  sound  waves  are  bouncing  off  a  homogeneous  materi- 
il.  But  silicone  that  has  leaked  reacts  with  neighboring  tissue 
to  form  tiny  bubbles,  which  show  up  as  a  characteristic  pat- 
tern of  white  spots.  "It  looks  like  snow,"  says  Dr.  Kathleen 
Harris,  who  discovered  the  process  and  is  director  of  breast 
imaging  at  University  of  Pittsburgh's  Magee-Womens  Hospi- 
tal. Leaky  implants  are  usually  surgically  replaced,  at  which 
time  surgeons  remove  errant  bits  of  silicone. 


'HELLO?  ROBOT  X2D6? 

GOT  A  SATELLITE  IN  TROUBLE....' 


When  space  equipment  fails,  astronauts  sometimes  have 
to  be  sent  on  expensive  and  dangerous  repair  missions. 
At  Britain's  Culham  Laboratory,  scientists  are  laying  the 
groundwork  for  an  alternative:  remote-controlled  space  robots, 
which  someday  might  maintain  space  equipment.  One  of  the 
technical  limits  to  be  overcome,  however,  is  the  five-second 
time  delay  in  sending  instructions  from  earth  to  the  robot  via 
satellite. 

With  funding  from  the  European  Space  Agency,  the  Culham 
scientists  have  developed  new  computer-graphics  software 
that  allows  ground  controllers  to  overcome  this  time  lag  by 


anticipating  the  robot's  next  move.  Project  engineer  Mark  A. 
Allington  says  the  team  has  built  a  prototype  workstation  with 
simulated  communications  time  delays.  The  software  projects 
two  images  of  the  robot — the  actual  one  and  the  one  predicted 
after  the  time  delay — onto  the  computer  screen.  Using  a  joy- 
stick, the  ground  operator  can  direct  the  robot  to  perform 
primitive  servicing  tasks  such  as  unscrewing  fittings.  Space 
robots  are  years  away,  but  Allington  says  this  software  may 
be  applied  to  other  jobs  for  remote-controlled  robots  such  as 
underwater  repairs  to  offshore  oil  rigs  or  work  in  highly 
radioactive  areas  in  nuclear  plants. 


STARVE  A  WORM, 
SAVE  A  PLANT 


Genetic  engineers  had  hoped  to  revolutionize  agriculture  by 
creating  crops  that  fight  off  insects  and  disease.  But  the 
most  common  strategy,  slipping  in  genes  that  cause  the  plants 
to  make  a  natural  pesticide,  is  turning  out  to  be  flawed.  The 
problem:  Insects  quickly  develop  resistance  to  the  pesticide.  So 
researchers  at  North  Carolina  State  University  in  Raleigh 
have  come  up  with  an  ingenious  scheme  against  one  common 
pest — tiny  worms  called  nematodes,  which  damage  up  to  $100 
billion  a  year  of  such  crops  as  potatoes,  soybeans,  and  tobacco. 

According  to  researchers,  when  the  worms  burrow  into  the 
roots  to  feed,  they  trigger  a  genetic  change  in  the  plants. 
Some  root  cells  become  greatly  enlarged,  serving  as  giant 
feeding  sites.  Normally,  each  worm  lives  for  about  25  to  30 
days,  during  which  the  females  lay  hundreds  of  eggs.  NCSU's 
Mark  A.  Conkling  and  Charles  H.  Opperman  decided  to  attack 
the  feeding  sites  by  inserting  into  the  plant  a  genetic  package 
containing  a  cell-killing  gene.  This  is  attached  to  a  genetic 
switch  that  turns  on  only  when  a  worm  enters  the  cell.  Once 
the  feeding  cells  are  dead,  the  worm  quickly  starves  to  death. 
This  same  strategy,  Conkling  says,  may  also  work  against 
many  plant  viruses  and  fungi. 


NOW,  THE  DEAF  CAN  LISTEN— 
WITH  THEIR  FINGERS 


Today,  many  blind 
people  use  their  fin- 
gers to  read.  Tomorrow, 
deaf  people  may  do  the 
same  to  hear.  That's  be- 
cause Australian  scien- 
tists, led  by  Robert 
Cowen  at  the  University 
of  Melbourne,  have  de- 
veloped a  Walkman-size 
gadget  dubbed  the  Tick- 
le Talker. 

Its  microphone  listens 
to  speech,  and  a  digital- 
signal  processing  chip 
sorts  out  sounds,  particularly  those  that  are  hard  to  distin- 
guish by  lip-reading.  Each  sound  triggers  an  electrical  signal 
that  is  sent  to  a  specific  spot  on  ringlike  bands  worn  on  the 
fingers  of  one  hand.  For  example,  "s"  and  "z"  sounds  are  felt 
as  a  tickling  sensation  on  the  outside  of  the  little  finger. 

After  a  couple  of  weeks  of  training,  one  severely  deaf  lip- 
reading  adult  scored  100%  in  word-  and  sentence-comprehen- 
sion tests,  up  from  60%  and  75%,  respectively,  with  just  a 
hearing  aid.  Another  adult,  who  is  profoundly  deaf — a  hearing 
aid  is  of  no  benefit — nearly  doubled  his  scores  from  levels  of 
30%  to  50%'  for  words,  sentences,  and  consonant  sounds. 
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CREDIT  CARDS  I 


MORE 

CARDS  IH 
THE  DECK 


As  nonbanks  rush  in,  banks  may 
have  to  cut  rates  or  bow  out 


The  last  barriers  protecting  the  once 
formidable  credit-card  oligopoly 
are  crumbling,  and  the  invaders 
are  streaming  through  the  gates. 

On  Dec.  2,  Visa  US.\  Inc.,  a  consortium 
owned  by  banks,  dropped  its  long-stand- 
ing effort  to  prevent  financial  institu- 
tions owned  by  nonbanks  from  issuing 
Visa  cards.  Visa's  move,  coming  in  the 
wake  of  a  political  storm  over  high  cred- 
it-card rates  and  lax  competition  among 
card  issuers,  will  accelerate  the  efforts 
of  large  consumer-products  companies 
to  get  into  the  lucrative  credit-card  busi- 
ness. AT&T,  General  Motors,  General 
Electric,  Ford  Motor,  Prudential  Insur- 
ance, and  Fidelity  Investments  have  al- 
ready launched  card  operations. 

The  eventual  result  is  likely  to  be  a 
brutal  shakeout.  Banks,  which  have 
been  relying  on  hefty  credit-card  profits 
to  offset  loan  losses,  will  probably  be 
the  losers.  "It  will  be  harder  for  big 
banks  to  compete,  and  nonbanks  will  be- 
come major  players  in  the  Visa  and  Mas- 
terCard system,"  says  Spencer  Nilson, 
publisher  of  The  Nilson  Report.  Master- 
Card International  Inc.,  the  other  card 
consortium,  had  earlier  relaxed  its  rules 
barring  nonbank  members. 
POWERFUL  WEAPON.  Although  the  Visa 
action  is  important,  the  major  factor 
now  eroding  banks'  domination  of  the 
credit-card  business  is  growing  aware- 
ness among  consumers  of  the  lofty  in- 
terest rates  card  companies  charge  on 
outstanding  balances.  Those  interest 
rates  give  interlopers  a  powerful  weap- 
on to  pick  up  market  share  in  a  hurry. 
"There  is  going  to  be  a  major  increase  in 
competition  among  bank  cards.  Now 
there  is  a  lever  that  can  be  pulled — 
interest  rates,"  says  Kenneth  L.  Chen- 
ault,  president  of  American  Express 
Co.'s  U.  S.  consumer  card  group. 

The  most  dramatic  example  is  Ameri- 
can Telephone  &  Telegraph  Co.,  which 
picked  up  12  million  customers  in  less 
than  two  years  by  eliminating  the  annu- 
al fee  and  charging  a  slightly  lower  rate 


than  most  big  bank  issuers  (page  104).  A 
survey  of  30  issuers  by  RAM  Research  in 
Frederick,  Md.,  from  "Dec.  31,  1990,  to 
June  30,  1991,  found  that  those  banks 
charging  above  187c  lost  57f  of  their  ac- 
tive accounts,  while  those  charging  rates 
under  16.5%  gained  lO^J.  "That's  the 
first  time  we've  seen  that,"  says  Robert 
B.  McKinley,  publisher  of  CardTrack,  a 
newsletter  from  R.AM  Research  that  lists 
no-fee  and  low-interest-rate  card  issuers. 
"Callers  used  to  ask:  'Where  can  I  get  a 
free  card?'  Now,  3  to  1,  they're  asking: 
'Where  can  I  get  a  lower  rate?'  " 

For  years,  consumers  were  remark- 
ably indifferent  to  credit-card  pricing. 
While  they  were  aware  of  annual  fees, 
few  paid  much  attention  to  interest 
charges  on  outstanding  balances.  Most 
bank  issuers  charge  187^  and  more,  even 
though  the  prime  rate  has  fallen  from 
lo7c  in  1982  to  its  current  7.55^^. 

Consumers'  rate  consciousness  has 
been  raised  by  the  gradual  phaseout  of 
tax  deductions  for  credit-card  interest 
expenses.  But  what  really  brought  the 
issue  home  to  the  public  was  the  brouha- 
ha in  Washington  over  credit-card  rates. 
On  Nov.  12,  President  Bush  tried  to 
demonstrate  his  concern  for  the  falter- 


ing economy  by 
asking  banks  to 
lower  credit-card  inter- 
est rates.  Smelling  a  pop- 
ulist issue,  the  Senate  passed  a  measure 
to  cap  credit-card  interest  rates  the  next 
day.  Bank  lobbyists  squelched  the  bill 
after  arguing  that  the  14%  cap  would 
force  banks  to  withdraw  credit  cards 
from  60  million  Americans  with  less- 
than-stellar  credit  histories.  But  credit- 
card  rates  have  now  emerged  as  a  grass- 
roots issue.  "The  level  of  criticism  and 
competition  helps.  Yet  it  is  consumers 
that  will  drive  rates  down  by  voting  with 
their  cards,"  says  McKinley. 
NO  PUSHOVERS.  Aware  that  nonbank  in- 
terlopers could  provoke  price  competi- 
tion. Visa  and  MasterCard  for  years 
tried  to  limit  their  membership  to  banks. 
MasterCard,  which  was  losing  share  to 
Visa,  relaxed  its  rules  last  year,  but  the 
more  powerful  Visa  held  fast.  .A.T&T 
mounted  a  challenge  in  March,  1990,  by 
issuing  MasterCard  and  Visa  cards 
through  an  entity  that  owns  Universal 
Bank,  a  small  Georgia  institution  that  is 
a  Visa  and  MasterCard  member.  Banks 
and  regulators  tried  to  stop  AT&T,  but  to 
no  avail. 

Visa's  recent  move  to  open  the  doors 
to  nonbanks  was  clearly  prompted  by 
pressure  from  Washington.  Next  spring, 
the  House  banking  subcommittee  on 
consumer  affairs  and  coinage  will  take 
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p  a  bill  that 
'ould  order  a  study 
f  rates  and  competition  among  credit- 
ard  issuers.  If  the  market  is  deemed 
ncompetitive,  the  measure  would  au- 
lorize  a  floating  cap — which  today 
'ould  be  set  at  14.5%^ — on  card  rates. 
The  nonbanks  that  are  lining  up  to 
ike  on  the  banks  are  not  pushovers, 
'ew  of  them  market  credit  cards  to  the 
eneral  public,  but  many  already  have 
xtensive  card  operations  and  potent 
ame  recognition. 


Take  Ford  Motor  Co.  In  1989,  it 
bought  Associates  Corp.  of  North  Amer- 
ica, a  Dallas-based  financial  company. 
Associates  now  offers  a  Visa  and  Mas- 
terCard emblazoned  with  the  Ford  logo. 
With  only  3  million  cardholders,  Asso- 
ciates is  still  a  small  player.  But  Ford 
has  bigger  ambitions.  It  is  starting  to 
tap  the  20  million  Ford  customers,  share- 
holders, and  employees.  In  June,  it  sent 
out  500,000  credit-card  solicitations  to 
people  who  bought  a  Ford  car  or  truck 


in  the  past  three  years — and  signed  up 
more  people  than  anticipated.  "We  are 
trying  to  make  the  [Ford]  card  as  com- 
petitive as  we  can,"  says  Kenneth  Whip- 
ple, president  of  Ford's  Financial  Ser- 
vices group. 

General  Motors  Corp.  is  another  likely 
contender.  Although  the  auto  maker  de- 
nies any  intention  of  getting  into  the 
consumer  credit-card  business,  it  recent- 
ly replaced  employees'  American  Ex- 
press Cards  with  a  GM  MasterCard  and 
hired  a  senior  credit-card  marketer.  Ob- 
servers speculate  that  it  will  announce 
its  own  Visa  and  MasterCard  in  early 
1992  and  use  it  to  boost  customer  loyal- 
ty. The  card  might  accumulate  credits 
toward  the  purchase  of  a  new  GM  vehi- 
cle, as  miles  accumulate  in  a  frequent- 
flier  program. 

FIGHTING  BACK.  Fidelity  Investments  has 
ali'eady  attracted  6.2  million  customers 
with  its  MasterCard  and  has  launched  a 
marketing  campaign  for  a  no-fee  gold 
card.  "It's  part  of  our  push  to  be  a  full- 
service  financial  services  firm,"  says  a 
spokeswoman. 

Banks  are  fighting  back.  Citicorp  and 
MasterCard  have  set  up  special  units  to 
help  them  retain  cardholders  who  try  to 
switch  to  nonbank  issuers.  "AT&T  does 
reach  out  and  touch  everybody,"  says 
Thomas  C.  Lynch,  who  runs  Chase  Man- 
hattan Corp.'s  credit-card  operation,  the 
No.  2  card  issuer. 

Increasingly,  banks  are  coming  to  re- 
alize that  they  have  no  choice  but  to 
lower  interest  rates.  Sometimes  the  cut- 
ting is  covert.  Customers  these  days  are 
often  finding  that  they  are  able  to  bar- 
gain for  better  rates  with  issuers,  espe- 
cially when  they  threaten  to  cancel  their 
cards. 

Other  banks  have  developed  tiering  or 
market  segmentation  strategies.  The 
bigger  banks,  which  have  been  resisting 


SOME  POWERHOUSES 
PLOWING  INTO  PLASTIC... 

FORD  Is  marketing  Ford  Visa  and  MasterCard 
to  20  million  Ford  customers,  employees  and, 
shareholders.  Might  buy  bank-card  portfolios 

GENERAL  MOTORS  Expected  to  roll  out  ad 
campaign  for  its  own  MasterCard  next  year. 
Replaced  American  Express  cards  used  by  its 
employees  with  own  MasterCard 

GENERAL  ELECTRIC  GE  Capital  issues  credit 
cards  through  Monogram  Bank  USA,  an  Ohio 
bank,  and  is  likely  to  expand  operation.  Also 
major  processor  for  retail  credit  cards 

FIDELITY  Launching  new  marketing  campaign 
for  its  MasterCard  to  its  6.2  million  customers 


...HAVE  LOTS  OF  RUNNING 
ROOM  ON  RATES... 


ANNUAL  PERCENTAGE  RATE 

—  AVERAGE  COMMERCIAL  BANK  — 
CREDIT  CARD  INTEREST  RATE 


..AND  COULD  WREST  MORE 
BUSINESS  FROM  BANKS 
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Introducing  new  Word  for  Windows  2.0. 


on 


When  it  comes  to 
word  processing,  really 
nothing  could  be  more 
natural  than  using  the 
all-new  Microsoft'  Word 
for  Windows'."  You  see, 
Word  2.0  makes  those 
everyday  word  process- 
ing tasks  remarkably  easy 

Which  means  you  can  now  concen- 
trate on  what  you're  actually  doing.  Rather 
than  how  you're  actually  going  to  do  it. 

This  is  possible  for  a  number  of 
reasons.  Like  our  unique  Toolbar  "  feature. 
It  lets  you  do  those  things  you  do  most 
often  with  one  simple  click  of  a  button. 

Of  course,  looks  count  for  some- 
thing, too.  With  Word  you  can  bring  in  a 
table  of  numbers  from  Microsoft  Excel. 
Or  with  the  new  built-in  drawing,  charting 


and  shading  features,  along  with  the  ability 
to  move  anything  on-screen  with  a  drag 
and  drop,  you'll  find  yourself  adding  some 
very  very  cool  effects. 

But  best  of  all,  making  the  move  is 
easy-so  easy  there  is  virtually  no  down- 
time. Just  type  in  a  WordPerfect'  keystroke 
and  Word  demonstrates  the  equivalent 
command  right  in  your  document.  Plus, 
your  existing  WordPerfect  files  (and  other 
file  formats)  are  perfectly  usable  in  Word. 

Yon  can  get  all  of  this  and  a  lot  more 
when  you  upgrade  to  Word  for  Windows 
for  only  $129.*  So  pick  up  the  phone  and 
call  us  at  (800)  323-3577  Department  V23. 

Y)u'll  quickly  see  that  nothing 
could  be  more  natural. 

Microsoft 
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across-the-board  rate  cuts  because  of 
their  dependence  on  credit-card  earn- 
ings, are  offering  reduced  rates  to  their 
better  customers.  First  Chicago  Corp., 
the  fourth-largest  issuer,  is  cutting  rates 
charged  customers  with  good  credit  his- 
tories to  only  6.97<  over  prime,  vs.  9.9  "/<• 
over  prime  for  most  of  its  clientele.  Pre- 
ferred new  customers  of  First  Chicago's 
Visa  card  are  getting  a  15.6'A'  rate  with 
no  annual  fee. 

A  few  banks  are  cutting  rates  to  all 
comers.  On  Nov.  5,  Banc  One  Coi'p.,  the 
14th  largest  issuer,  announced  a  new  no- 
frills  card  with  a  13.9'/'  annual  rate  and 
a  $25  annual  fee. 


Many  observers  feel  that  growing 
price  competition  will  provoke  a  severe 
shakeout  among  the  weaker  players, 
chiefly  banks.  "Profits  in  the  industry 
are  going  down,"  says  Scott  Marks, 
chairman  of  VQ.Q.  National  Bank  of  Wil- 
mington (Del.),  which  issues  First  Chica- 
go's Visa  cards.  Many  medium-sized 
banks  may  sell  off  their  credit-card  busi- 
nesses to  such  ambitious  outsiders  as 
Ford. 

Look  at  what's  happening  in  New  En- 
gland. Three  of  the  region's  largest 
banks — Bank  of  Boston,  Shawmut  Na- 
tional, and  the  former  Bank  of  New  En- 
gland— sold  their  credit-card  portfolios 


in  the  past  two  years  to  raise  cash.  A 
fourth,  State  Street  Boston,  bailed  out 
after  deciding  it  couldn't  compete.  Fleet/ 
Norstar  Financial  Group  is  the  only  ma- 
jor bank  in  the  region  with  a  sizable 
credit-card  operation. 

The  shakeout  is  bound  to  be  very  pain- 
ful to  the  banking  industry,  but  it  will  be 
a  boon  to  consumers.  As  long  as  con- 
sumers keep  voting  with  their  cards. 
Congress  should  just  sit  back  and  watch 
credit-card  interest  rates  fall. 

By  Leah  Nathans  Spiro  with  Suzanne 
Woolley  in  New  York,  David  Woodniff  in 
Detroit,  David  Greising  in  Chicago,  and 
bureau  reports 


HOW  AT&T  SKIMMED  THE  CREAM  OFF  THE  CREDIT-CARD  MARKET 


Paul  G.  Kahn,  chief  executive  of- 
ficer of  AT&T's  Universal  Card 
division,  used  to  be  a  ranking 
member  of  the  club.  He  spent  12  years 
working  for  the  credit-card  operations 
of  major  bank  issuers  of  plastic,  from 
First  Chicago  Corp.  to  Wells  Fargo  & 
Co.  Each  year,  he  would  receive  50  to 
75  Christmas  cards  from  friends  at  oth- 
er banks.  But  since  Kahn  defected  to 
American  Telephone  &  Telegraph  Co. 
in  May,  1989,  not  one  of 
his  banking  colleagues 
has  sent  him  holiday 
greetings.  How  does  the 
snub  make  him  feel? 
Without  missing  a  beat, 
Kahn  .says:  "Successful." 

Ever  since  AT&T 
launched  its  Universal 
card  in  March,  1990,  the 
comfortable  world  of 
credit  cards  hasn't  been 
the  same.  While  the  card 
has  yet  to  turn  a  profit, 
AT&T  in  less  than  two 
years  has  put  more  than 
11  million  of  them  in  cir- 
culation, making  it  the 
third-largest  issuer  after 
Citicorp  and  Chase  Man- 
hattan Corp. 
AT&T's  emergence  as  a 


it  scooped  up  8.5  million  cardholders. 
"Everyone  thought  it  was  a  saturated 
market,  and  we  built  a  better  mouse- 
trap," brags  Kahn. 

AT&T  later  tacked  on  an  annual  $20 
fee.  But  just  hours  after  President 
Bush  on  Nov.  12  asked  banks  to  lower 
their  credit-card  interest  rates,  AT&T 
dropped  its  rate  from  17.4%  to  16.4%' 
for  charter  members  instead  of  waiting 
until  a  scheduled  January  rate  adjust- 


KAHN:  "EVERYONE  THOUGHT  IT  WAS  A  SATURATED  MARKET" 


top  credit-card  player  is  a  testament  to 
the  clout  of  the  AT&T  name,  especially 
compared  with  most  bank  issuers. 
"There's  no  name  in  consumer  services 
that  compares,"  says  Kahn. 

'BETTER  MOUSETRAP.'  But  AT&T's  SUC- 

cess  also  reflects  plain  old  price  compe- 
tition. The  Universal  card  was  initially 
offered  with  no  annual  fee  for  life.  It 
also  has  a  variable  interest  rate  of  6.9% 
over  the  prime  rate,  which  made  its 
rate  slightly  lower  than  what  the  big 
banks  were  charging.  In  its  first  year, 


ment.  The  move  produced  a  surge  of 
favorable  publicity  and  card  applica- 
tions. "It's  like  termites,"  says  Kahn. 
"Our  competitors  think  they  have  a 
structure,  and  all  of  a  sudden,  it's  eat- 
en out." 

AT&T's  name  recognition  and  cut-rate 
prices  have  allowed  it  to  cherry-pick 
the  best  customers  from  its  competi- 
tors. Kahn  says  AT&T  turned  down  1 
out  of  every  3  or  4  people  who  applied 
for  a  card — about  1  million  people  from 
March  to  December,  1990.  The  result  is 


a  1.3%'  rate  of  charge-off s  for  dead- 
beats.  It  helps,  says  Kahn,  that  some 
cardholders  pay  their  bills  promptly 
out  of  the  misplaced  fear  that  if  they 
don't,  their  phone  might  be  shut  off. 
QUICK  PAYOFFS.  AT&T's  higher-quality 
customer  base,  Kahn  predicts,  will 
eventually  allow  it  to  be  as  profitable 
as  competitors.  He  estimates  that  a 
money-center  bank  earns  19.8%'  on  its 
credit-card  debt,  spends  6%-  for  funds 
and  5%  on  operating 
costs,  and  loses  5%  in 
charge-offs,  for  a  profit 
of  3.8%.  AT&T  pays  only 
5%  for  funds  because  of 
its  higher  credit  rating 
and  spends  6%  on  operat- 
ing costs.  But  since  AT&T 
loses  a  scant  1.3%  on 
charge-offs,  its  return 
should  be  comparable, 
about  4%'. 

AT&T's  strategy  has  one 
big  flaw.  About  65%  of  its 
cardholders  pay  off  their 
balances  monthly,  with 
35%  paying  interest  for 
revolving  credit,  says 
Bruce  Brittain,  an  Atlanta 
consultant.  Profitable 
banks  usually  have  the  re- 
verse ratio.  'They  [AT&T] 


can't  make  any  money  until  a  majority 
of  their  portfolio  is  carrying  balances," 
says  Brittain. 

Brittain  concedes  that  AT&T's  portfo- 
lio will  probably  resemble  bank-card 
portfolios  within  18  to  30  months.  Kahn 
predicts  that  the  AT&T  card  will  be  as 
profitable  as  his  competitors'  cards  by 
1995.  Few  of  those  competitors  are  bet- 
ting against  him — which  is  why  Kahn's 
mailbox  may  be  just  as  empty  this 
Christmas. 

By  Leah  Nathajis  Spiro  in  New  York 
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OFFICIAL  SPONSOR 
OF  THE  1992  U  S 
OLYMPIC  TEAM 


USA 

oQp 


Safety.  Innovation.  Family  Securi^. 

For  Chrysler,  safety  is  more  than  just 
dedication,  it's  a  commitment. 

We  were  the  first,  for  instance,  to  put  a 
driver's  side  air  bag  in  our  minivans  and  in 
all  of  our  U.S.  built  cars.  Plus,  our  optional 
All-Wheel  Drive  and  Anti-lock  Brakes 
take  safety  one  step  further  to  give  you 
better  road  traction,  help  you  retain  steer- 


ing control,  and  prevent  wheel  lock-up. 

And  we  didn't  forget  the  little  people 
either.  Child  protection  locks  in  our  vehi- 
cles prevent  rear  doors  from  being 
opened  from  the  inside.*  And  what  may 
be  one  of  the  most  significant  safety  in- 
novations of  this  decade,  integrated  child 
seats  in  our  minivans.  The  world's  first 


integrated  child  seat  t 
combines  child  security  with  comfort  and 
convenience. 

At  Chrysler,  we  know  that  behind  every 
great  innovation  there  is  a  little  inspiration. 
For  more  information  regarding  Chrysler 
vehicles,  call  1-800-92-ADVANTAGE. 


:kle  up  for  safety. 


ADVANTAGE : CHRYSLER 
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WATCH  OUT 

FOR  FALLING  BULLS 


Wall  Street's  technicians  are  trumpeting  a  horrible  crash — again 


I 


If  the  typical  Wall  Streeter  were  to 
utter  a  Yuletide  wish,  it  would  proba- 
Ibly  be  this  simple  plea:  "Please,  no 
more  November  15ths!"  That  day's  pain- 
ful, 120-point  decline  in  the  Dow  Jones 
industrial  average  has  been  followed  by 
three  weeks  of  queasy,  nervous  trading, 
with  the  market  often  swinging  widely 
in  a  matter  of  hours.  Investors,  it  seems, 
are  uncertain  if  the  economy  is  so  seri- 
ously weakened  that  it  will  send  the 
market  thundering  down 
again.  Well,  the  Street's 
army  of  chart-gazing  tech- 
nicians also  have  a  simple 
Christmas  wish — a  crash 
helmet. 

Technicians  are  sound- 
ing the  alarm  again.  Some 
of  the  most  widely  fol- 
lowed technical  gurus,  in- 
cluding the  Professio)ial 
Tape  Reader  and  Elliot 
Wave  Theorist  market  let- 
ters, are  issuing  dour  fore- 
casts of  an  impending 
stock  market  calamity — 
and  they  are  doing  so  with 
the  same  fervor  that  ac- 
companied the  gloomy 
proclamations  of  this  sum- 
mer (BW — Aug.  5).  True, 
they  concede  that  the  Nov. 
15  setback  was  nowhere 
near  the  Armageddon  that 
many  of  them  had  been 
predicting  a  few  months 
back.  But  the  day  of  reck- 
oning, they  maintain,  is  in- 
evitable— though  it  may  be 
postponed  for  a  few 
months  in  the  event  of 
election-year  "magic  and 
mirrors,"  says  Peter 
Eliades,  editor  of  the  Stockmarket  Cy- 
cles newsletter.  "We're  very  bearish," 
says  les. 

SUCKER  PUNCH.  Unlike  their  counterparts 
who  track  such  fundamentals  as  interest 
rates  and  corporate  earnings,  techni- 
cians follow  graphs,  waves,  and  formu- 
las that  trace  such  things  as  trends  in 
prices  £nd  volume.  And  those  numbers 
are  givin^,  them  little  reason  to  believe 
that  the  Nov.  15  decline  was  a  one-day 
affair,  resembling  tlie  market's  hysteria 


on  Oct.  13,  1989,  when  the  Dow  fell  190 
points  but  quickly  recovered.  Nor  are 
they  assuaged  by  ultralow  interest 
rates,  which  have  left  the  stock  market 
as  the  only  potential  source  of  substan- 
tial returns. 

Indeed,  technicians  maintain  that 
droves  of  small  investors  are  being  suck- 
ered  into  the  market  by  low  money-mar- 
ket rates — which,  though  tiny,  will  seem 
appealing  once  the  market's  comeup- 


INDICATORS  TO  PLUMB  THE  MARKET'S  DEPTHS 


Indicator 

Description 

TRADiHG  INDEX 
(TRIN) 

The  volume  of  declining  stocks  vs.  the  vol- 
ume of  advancing  stocks.  A  ratio  over  1 .2  is 
bullish — if  means  the  market  is  oversold 

MEMBER  SHORT  SALES 
SPECIALIST  SHORT  SALES 

Short  sales  by  New  York  Stock 
Exchange  members  and  specialists.  A  high 
number  is  considered  bearish 

ODD-LOT 
SHORT  SALES 

A  gouge  of  small-investor  bearishness — 
a  "dumb  money"  indicator.  A  high  number 
is  considered  bullish 

CALL-PUT  RATIO 

Ratio  of  options  to  buy  stocks  (calls)  vs. 
options  to  sell  stocks  (puts).  A  higher  ratio 
is  considered  bearish 

SECONDARY 
DISTRIBUTIONS 

Number  of  new  stock  issues  by  already- 
public  companies.  A  high  number  signals  on 
overheated  market 

THIRTY-WEEK 
MOVING  AVERAGE 

The  market's  long-term  trend.  When  on  in- 
dex drops  beneath  its  30-week  moving  av- 
erage, it's  bearish 

INVESTMENT 
ADVISER  SENTIMENT 

Weekly  poll  by  Investors  Intelligence  of 
newsletter  sentiment — a  contrarian  indica- 
tor. Rampant  bullishness  is  bearish 

DATA:  BW 

pance  has  arrived.  They  argue  that  equi- 
ty investors  are  in  pretty  much  the  same 
position  as  real  estate  investors  a  couple 
of  years  ago — and  should  cash  out  be- 
fore it  is  too  late.  "It's  not  generally 
believed,  but  we're  now  in  a  bear  mar- 
ket," asserts  Dave  Allman,  director  of 
research  at  Elliot  Wave  Theorist. 

Some  of  the  more  widely  followed 
technical  indicators  gauge  sentiment 
among  both  professional  and  small-fry 
investors  (table).  Lately,  much  of  that 


sentiment  has  been  bullish — too  bullish, 
in  the  view  of  some  technical  mavens. 
Among  the  indicators  tracked  by  Stan 
Weinstein,  the  editor  of  Professional 
Tape  Reader,  is  the  sentiment  of  his 
fellow  newsletter  editors — which  now 
stands  at  47%  bullish,  which  he  views  as 
excessively  high.  By  contrast,  he  notes, 
just  28%  of  market-letter  writers  were 
bullish  in  September,  1990,  on  the  eve  of 
the  market's  rally.  Weinstein  is  also  con- 
cerned by  the  lack  of  breadth  in  the 
rallies  that  preceded  the  Nov.  15  correc- 
tion. Although  the  Dow  and  the  Stan- 
dard &  Poor's  500-stock  index  hit  new 
highs,  only  a  few  stocks  reached  all-time 
highs.  Observes  Weinstein:  "Fewer  Indi- 
ans were  following  the  chief  up  the 
mountain." 

'INTERESTING  DAY.'  There  is  a  ray  of 
sunshine  in  even  the  most  gloomy  tech- 
nicians' predictions,  however.  They  main- 
tain that  the  market  is  not  facing  an 
imminent  Custer-style 
massacre  and  that  inves- 
tors will  have  ample  oppor- 
tunity to  cash  out  before 
it's  too  late.  Take  the  40- 
point  surge  on  Dec.  2.  "A 
very  interesting  day,"  says 
Richard  A.  Diamond,  an  in- 
dependent trader  and  tech- 
nician. The  Nikkei  stock  in- 
dex had  fallen  3%,  v^hich 
threatened  to  set  off  a 
chain  reaction  in  New 
York.  And  sure  enough, 
the  market  declined  dra- 
matically, to  a  stomach- 
churning  low  of  2864 — a 
30-point  decline  in  the  first 
hour.  But  then,  the  market 
began  to  rally — "in  a  very 
bullish  fashion,"  Diamond 
notes  approvingly — as  bar- 
gain hunters  waded  in  and 
the  rout  turned  into  a  mi- 
nor victory. 

From  the  technical 
standpoint,  the  Dec.  2  rally 
was  significant — indicating 
that  the  market  has 
reached  what  Weinstein 
describes  as  a  "short-term 
bottom."  And  Diamond 
feels  that  the  market  may 
rise  as  high  as  3200  in  the  first  few 
months  of  1992.  But  he  expects  the  mar- 
ket to  collapse  thereafter — falling  by  as 
much  as  600  points. 

Will  it  happen?  The  technicians  have 
been  wrong — or  at  the  least,  prema- 
ture— in  the  past.  But  if  the  economic 
news  continues  to  sour,  all  but  the  most 
stalwart  bulls  will  begin  to  see  that 
those  little  chart  squiggles  may  be  omi- 
nous after  all. 

By  Gary  Weiss  in  New  York 
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WHEN  OVER  75,000  LIVES 
ARE  ON  THE  LINE 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  all  culls  can  get  Through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
the  $2 18-million  Dartmouth  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
2 1st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $21 -billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fu|itsu.  a  $21-billion 
global  telecommunications  leader  serving  over  100  countries 


Fujirsu 


Computers,  Communications,  Microelectronics 


BY  GENE  G.  MARCIAL 

RECOGNITION: 
WILL  THE  STREET 
SEE  THE  LIGHT? 


For  a  company  that  makes  equip- 
ment that  "reads"  even  the  most 
arcane  printed  characters,  includ- 
ing the  ubiciuitous  "bar"  codes.  Recog- 
nition Equipment  isn't  getting  much 
recognition  on  the  Street.  "Investors 
don't  fully  understand  the  company's 
turnaround  and  bright  prospects,"  says 
money  manager  Ed  Wachenheim  III. 

The  company's  shares  have  been  see- 
sawing between  6  and  8  since  August, 
even  though  Recognition  has  disposed 
of  at  least  eight  operations,  sharply  cut 
costs,  and  pared  down  debt.  In  the  past 
three  years,  the  company  has  been  in 
the  red.  But  this  year,  it  expects  to 
turn  the  corner.  Some  analysts  think 
Recognition  will  post  earnings  of  30(t  to 
50$  a  share  for  the  Oct.  30  year. 

"The  stock  is  undervalued  based  on 
its  current  operations,"  says  Wachen- 
heim, managing  partner  at  Greenhaven 
Associates.  But  the  stock  is  worth 
much  more,  he  contends,  partly  be- 
cause of  the  company's  newly  acquired 
Plexus  Software  division.  The  Plexus 
software  is  designed  to  "capture"  the 
image  of  documents  electronically.  The 
image,  or  picture,  is  stored  on  a  disk 
for  retrieval,  reducing  paperwork  in 
complicated  data  processing  tasks,  ex- 
plains Wachenheim. 

"The  market  for  imaging  software  is 
vast,  including  the  insurance  and 
health  care  industries,"  says  Wachen- 
heim. Plexus  could  increase  the  value 
of  Recognition  to  $20  a  share.  Exclud- 
ing the  impact  of  Plexus,  Recognition 
is  already  worth  "at  the  very  least  $10 
a  share,"  he  figures. 

The  smart  money  has  been  accumu- 
lating Recognition  shares  recently.  One 
investor  group,  led  by  Central  Nation- 
al-Gottesman  and  Asgot  Securities,  has 
raised  its  stake  to  over  10%  from  8%-. 
Prospect  Group,  an  investment  compa- 
ny, has  distributed  to  its  own  share- 
holders a  big  part  of  its  50%  interest  in 
Recognition  but  still  owns  14?'.  Recog- 
nition's management  holds  10%. 

One  big  investor  believes  that  the 
company,  whose  stock  traded  as  high 
as  23  in  1987,  has  become  "quite  attrac- 
tive to  some  companies,  such  as  Pitney 
Bowes  and  .\T&T."  He  explains  that 
AT&T,  in  pai'ticular,  is  interested  be- 
cause Recognition  would  be  a  "neat 
strategic  fit"  with  its  recently  acquired 


RECOGNITION  EQUIPMENT 
CONTINUES  TO  SEESAW 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 


NCR  unit,  a  major  player  in  the  comput- 
er data  processing  and  business  sys- 
tems market.  Says  this  pro:  "I  know 
that  a  couple  of  senior  executives  favor 
selling  the  company  at  the  earliest  op- 
portunity." An  AT&T  spokesman  de- 
clined comment  on  Recognition.  But  he 
added  that  AT&T  will  consider  any  ac- 
quisition that  may  fit  its  overall  strate- 
gic plan.  Pitney  Bowes  declined  com- 
ment. Recognition's  co-CEO  Bob 
Vanourek  says  the  company,  with  its 
cash  resources  and  game  plan,  seeks  to 
expand  through  acquisitions. 


INVESTOR,  PHONE 
HONG  KONG 


What  telephone  company  oper- 
ates with  an  efficient  mod- 
ern communications  net- 
work, low  cost  structure,  and  a  balance 
sheet  that's  almost  debt-free  and  gen- 
erates a  return  on  equity  of  44%? 
AT&T,  you  say?  Not  even  close.  Try 
Hong  Kong  Telecommunications, 
whose  ADRs  (American  Depositary  Re- 
ceipts) have  risen  on  the  Big  Board 
from  23  in  June  to  30. 

Investors  haven't  gone  ape  over  hkt 
because  the  company's  exclusive  fran- 
chise to  provide  local  telephone  ser- 
vices in  Hong  Kong  expires  on  June 
30,  1995.  And  in  July,  1997,  Hong  Kong 
will  become  a  region  of  the  People's 
Republic  of  China.  But  some  of  the 
smart-money  crowd  is  convinced  that 
investors  are  overly  pessimistic  about 
the  outlook  for  HKT.  For  one  thing,  the 
Chinese  government  owns  20%  of  hkt 
stock,  which  should  assure  the  compa- 
ny's continued  dominance  in  Hong 
Kong,  they  say.   Cable  &  Wireless 


(Hong  Kong),  the  British  communica- 
tions giant,  still  owns  58%  of  hkt's 
stock,  with  the  remaining  22%  of  the 
shares  in  public  hands. 

Second,  hkt's  exclusive  franchise  to 
provide  international  services  in  Hong 
Kong  doesn't  expire  until  Septem.ber 
30,  2006.  China  accounts  for  about  40% 
of  such  traffic  and  20%  of  revenues, 
estimates  analyst  Stuart  Crane  of 
A.  R.  Schmeidler,  a  New  York  invest- 
ment firm  that  has  been  accumulating 
HKT  shares.  Crane  says  those  figures 
should  increase  to  65%  and  45%,  re- 
spectively, by  2000.  He  notes  that  there 
is  only  one  telephone  per  100  people  in 
China  today,  vs.  Hong  Kong's  57 
phones  per  100  people.  Crane  says  the 
stock  is  "clearly  undervalued"  and 
worth  perhaps  twice  its  current  price. 


THIS  CHEESE  MAY 
NOT  STAND  AIONE 


Tl 


Ihree  years  ago,  Alpine  Lace 
Brands,  then  named  First  World 
Cheese,  was  riding  high,  trading 
at  21,  as  rumors  were  flying  that  the 
company  was  a  takeover  target  of 
Kraft,  the  giant  food  company.  When 
no  bid  surfaced,  the  stock  collapsed. 

The  stock  is  now  at  4.  Some  analysts 
who  say  the  shares  are  fully  valued 
point  to  disappointing  earnings  and  a 
price-earnings  ratio  of  18. 

Big  players  are  moving  in,  however. 
The  reason:  new  takeover  speculation. 
One  investment  manager  says  RJR  Na- 
bisco heads  a  list  of  three  companies 
currently  eyeing  Alpine.  He  believes 
that  based  on  projected  earnings  and 
the  value  of  the  company's  5,000 
"slots,"  or  display  sites,  in  supermar- 
kets around  the  country,  the  stock  is 
worth  $15  in  a  buyout  deal.  Alpine 
Chairman  and  CEO  Carl  Wolf  declined 
comment  on  any  takeover  interest.  RJR 
also  declined  comment. 

There  is  also  good  news  in  Alpine's 
outlook.  The  company  has  produced  a 
fat-free  cheese  in  addition  to  its  line  of 
low-cholesterol  and  low-salt  cheeses 
under  the  label  PreMonde  Alpine  Lace. 

The  company,  which  is  focusing  its 
marketing  on  the  high-margin  dairy 
products  end  of  the  nation's  groceries, 
is  betting  that  earnings  and  sales  will 
rapidly  improve.  Wolf  sees  sales  climb- 
ing to  between  $180  million  and  $200 
million  next  year  from  199rs  estimated 
$155  million"  and  1990's  $141  million. 
And  some  investors  believe  the  compa- 
ny will  earn  40$  a  share  next  year,  up 
from  an  estimated  22$  this  year  and 
1990's  19$. 


! 


08  BUSINESS  WEEK/DECEMBEt  16,  1991 


FINANC 


stunning  graphics  and  animation,  full 
digital-audio  stereo  sound,  massive  data 
accessibility:  a  new  way  of  working  and 
studying  in  a  rich  one-on-one  interactive 
environment.  Now  stop  imagining. 

INTRODUCING 
TANDY* 
MULTIMEDIA 
COMPUTING 

Tandy's  complete  new  line  of  affordable  multimedia 
computers  is  available  today,  ready  to  forever  change  the 
way  you  work  and  play. 

^^"D^^™    Tandy  has  worked  with  industry  leaders 
to  produce  the  new  Multimedia  PC  stan- 


Vlulti media  PC  dard.  Now,  incredible  amounts  of  data 
can  be  stored  on  a  single  CD-ROM  compact  disc,  ready 
for  you  to  access  business,  education,  entertainment  and 
productivity  software  in  a  vibrant,  enlightening  way. 

Come  experience  Tandy's  multimedia  computers  for 
yourself.  Prepare  to  be  swept  away. 

mliadio/haeli 

TECHNOLOGY 


MPC  Logo/TM  Multimedia  PC  Marketing  Council,  Inc. 


ARE  MULTIPLE-CHOICE  TESTS 
ABOUT  TO  FLUNK  OUT? 


Reform-minded  educators  push  'performance  assessment' 


Standardized,  multiple- 
choice  tests: 

(a)  Are  used  by  schools  so 
they  can  get  federal  aid  for 
the  needy. 

(b)  Force  schools  to  de- 
sign curriculums  around 
them. 

(c)  Have  been  criticized 
as  biased  against  minor- 
ities and  females. 

(d)  All  of  the  above. 
Answer:  (d). 

It  has  been  70  years  since 
the  first  standardized  ex- 
ams crossed  school 
desks.  And  in  tliat  time,  the 
test-pubhshing  industry  has  managed  to 
weather  attacks  from  teachers,  adminis- 
trators, and  other  reformers  who  consid- 
er the  multiple-choice  exams  at  best  a 
nuisance  and  at  worst  creators  of  an 
educational  caste  system.  Today  the 
publishers  of  such  elementary-  and  high- 
school  exams  as  the  Iowa  Tests  of  Basic 
Skills,  the  Stanford  Achievement  Test, 
and  the  California  Achievement  Test 
rake  in  an  estimated  $500  million  a  year 
from  test  sales  and  scoring  services. 

Now  the  industry  faces  perhaps  its 
biggest  challenge.  The  school  reform 
movement,  with  President  Bush  as  its 
cheerleader-in-chief,  is  gaining  momen- 
tum across  the  country.  A  key  element 
of  many  plans  is  an  overhaul  of  the  way 
students  are  evaluated.  As  an  alterna- 
tive to  standardized  tests,  reform-mind- 
ed educators  are  advocating  a  very  dif- 
ferent sort  of  examination,  called 
performance  assessment.  Instead  of  fill- 
in-the-blank  questions,  exams  consist  of 
essays,  real-life  math  problems,  and  sci- 
entific experiments — and  they're  graded 
by  human  teachers,  not  computers. 
BIASED.  This  fall,  the  Vermont  and  Ken- 
tucky education  departments  adopted  as- 
sessments in  several  grades  statewide. 
And  at  least  24  other  stJites,  including 
California  and  Texas,  are  experimenting 
with  the  method.  "The  multiple-choice 
test's  days  are  numbered,"  predicts 
Brown  University  education  professor 
Theodore  R.  Sizer.  "They  tell  us  some 
things  about  kids,  but  not  very  much." 


Even  without  this  challenge,  providers 
of  standardized  tests  were  facing  hard 
times.  Feminists  charge  that  the  tests 
are  biased:  Young  women  traditionally 
score  lower  on  college  entrance  exams 
even  though  they  make  better  grades  in 
high  school.  Teachers  also  have  gripes. 
"The  tests  have  such  an  exaggerated 
importance  that  teachers  build  their  les- 
son plans  around  them,"  complains 
Cinthia  H.  Schuman,  executive  director 
for  the  National  Center  for  Fair  &  Open 
Testing,  a  student  advocacy  group. 

The  push  toward  performance  assess- 
ment has  already  cut  into  publishers' 
revenues.  Kentucky,  for  example,  used 


A  DIFFERENT 
WAY  OF  TESTING 


Below  are  excerpts  from  a  performance 
assessment  exam  used  in  Vermont  public 
schools  to  test  fourth  graders. 

DIRECTIONS:  You  have  90  minutes  to 
work  on  a  paper  that  tells  about  an  expe- 
rience you  had  in  the  past.  Read  the 
writing  task  and  think  about  the  subject. 
You  may  use  a  dictionary  or  thesaurus 
as  you  revise  and  edit  your  rough  draft. 

WRITING  TASK:  Think  about  a  time 
when  you  felt  happy,  scared,  surprised, 
or  proud.  Tell  about  it  so  the  reader  will 
understand  what  happened,  who  was  in- 
volved, how  the  experience  made  you 
feel,  and  why  it  was  important  to  you. 


to  spend  $400,000  a  year  on  testing  ev- 
ery one  of  its  650,000  students.  But  now 
that  the  state  has  embraced  assessment, 
only  students  in  grades  4,  8,  and  12  take 
multiple-choice  tests.  Demand  for  as- 
sessment provides  an  opening  for  small 
companies  such  as  Advanced  Systems  in 
Measurement  &  Evaluation,  a  Dover 
(N.  H.)  publisher  that  helped  Vermont 
and  Kentucky  develop  its  tests. 
Traditional  test  publishers  think  this 
all  may  be  just  the  latest 
educational  fad.  Perfor- 
mance assessments,  they 
say,  take  more  time  to  devel- 
op and  grade,  and  so  are  far 
more  costly  than  off-the- 
shelf  tests.  The  cost  of  a 
multiple-choice  test  runs  up 
to  $4  per  child,  while  a  com- 
prehensive assessment  exam 
may  cost  as  much  as  $100. 
Critics  also  charge  that  scor- 
ing is  subject  to  human  bias. 
For  instance,  teachers  evaju- 
ate  essays  on  the  basis  of 
such  criteria  as  grammar, 
organization,  and  tone,  and 
must  be  trained,  like  Olym- 
pic judges,  to  rate  the  work 
using  uniform  standards.  "Once  people 
realize  the  problems  associated  with  as- 
sessment, the  bandwagon  will  break 
down,"  says  Michael  H.  Kean,  a  spokes- 
man for  CTB  Macmillan/McGraw-Hill,  a 
joint  venture  of  Macmillan  Inc.  and  the 
publisher  of  BUSINESS  WEEK. 
HURDLES.  But  the  big  test  companies  are 
hedging  their  bets.  CTB  Macmillan/Mc- 
Graw-Hill, Houghton  Mifflin's  Riverside 
Publishing,  and  Harcourt  Brace  Jovano- 
vich  have  launched  their  own  versions  of 
performance-assessment  exams  within 
the  past  18  months.  Assessment  "is  suf- 
ficiently important  to  develop  a  product 
to  meet  it,"  says  Terence  J.  Heagney, 
assistant  director  of  external  affairs  at 
Houghton  Mifflin  Co.  The  publishers 
won't  discuss  sales  of  their  new  prod- 
ucts, but  Maryland  schools  are  trying 
out  a  McGraw-Hill  test  this  year. 

Performance  assessment  does  face 
some  hurdles.  For  one,  under  a  federal 
program  that  funds  remedial  education 
for  disadvantaged  children,  schools  must 
give  eligible  young  people  tests  that  can 
be  compared  nationally.  That  effectively 
gives  test  publishers  a  captive  market  of 
more  than  5  million  children,  or  10%  of 
the  elementary-school  population.  But 
policymakers  in  Washington  are  consid- 
ering ending  the  requirement  in  1993. 

Test  publishers  have  always  gotten 
good  marks  in  meeting  such  challenges. 
The  next  few  years  will  determine  if  the 
industry  will  make  the  grade  this  time. 
By  Christina  Del  Valle  in  Washington 
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SOCIAL  issue: 


Buy  what  you  want  to  buy. 
And  no  bankcard  is  going  to  stop  you  with  a  limit  set  long  ago* 
You  know  what  you  can  afford.  You  just  want  to  be  trusted. 
You're  a  responsible  person.  Most  of  the  time. 


The  Card. 
The  American  Express"  Card. 


e 


Is  it  new  enough? 
Chairman  John 
Akers  has  a  bold 
plan  to  remake 
Big  Blue— and  it 
may  work,  if  he 
can  crack  the 
corporate  culture 
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t  first,  it  looked  like  the  kind  of 
news  that  investors  had  long 
hoped  IBM  would  make — a  top-to- 
ottom  shakeup  to  clear  out  the  dead- 
'ood,  "empower"  the  remaining  work- 
rs,  and  finally  begin  the  process  of 
sstoring  Big  Blue's  luster.  With  rumors 
f  an  upheaval  spreading,  IBM  issued  a 
ews  release  on  Nov.  26,  describing  a 
old  plan  to  create  autonomous  busi- 
esses  from  the  monolithic  computer  gi- 
nt — perhaps  even  spinning  off  entire 
ew  companies  with  their  own  stock  and 
oards  of  directors.  At  the  same  time, 
3,000  workers  would  be  eliminated,  and 
ot  just  through  the  traditional  IBM  vol- 
ntary  programs  that  had  inadvertently 
ncouraged  the  best  and  brightest 
mers  to  leave.  This  time, 
m  was  going  to  cut  back  by 
ring  the  laggards. 
The  plan,  which  top  execu- 
ves  at  the  company's  hilltop 
eadquarters  in  Armonk, 
f.Y.,  herald  as  "The  New 
M,"  isn't  quite  as  radical  as 
first  seemed.  But  as  out- 
ned  to  500  managers  flown 
1  from  divisions  around  the 
■orld  on  Dec.  4,  it  creates  a 
ew  corporate  structure  that 
'ould  begin  by  decentralizing 
uthority  and  decision-making 
*om  IBM's  all-powerful  man- 
gement  committee  and  ulti- 
i.ately  leave  some  parts  of 
le  computer  giant  almost 
reestanding,  independent 
5mpanies.  Starting  with  a 
andful  of  units  now,  IBM  will 
reate  perhaps  dozens  of 
smi-independent  operations, 
hey  will  be  freed  of  big  cor- 
orate  overhead  expenses 
nd,  over  time,  will  assume 
leir  own  profit-and-loss  re- 
ponsibility. 

UGE  POTENTIAL.  The  new  IBM 

'ouid  resemble  a  holding 
ampany.  Headquarters  exec- 
tives  will  be  there  to  offer 
uidance — if  needed.  But 
eads  of  the  new  units,  in  the- 
ry,  will  act  as  CEOs.  They'll 
resent  annual  business  plans 
nd  promise  IBM  a  certain  re- 
am on  funds  invested.  If 
ley  succeed,  they'll  earn  a 
hare  of  the  profits.  Some 
lay  even  be  allowed  to  float 

portion  of  their  shares  in 
ublic  markets. 

If  IBM  really  can  disperse 
ecision-making  from  Ar- 
lonk,  it  stands  a  chance  of 
nleashing  enormous  re- 
ources.  Hidden  within  the 
roubled  $67  billion  goliath 
re  the  world's  largest  per- 
onal  computer  company,  a 


software  organization  five  times  the  size 
of  Microsoft  Corp.,  and  a  disk-drive  mak- 
er that  dwarfs  industry  "leaders"  such 
as  Seagate  Corp.  (chart).  But  many  of 
these  units  have  been  held  back  by  head- 
quarters-mandated policies  that  stopped 
them  from  competing  flat-out  with  nim- 
ble young  upstarts.  More  significant,  be- 
cause so  many  important  decisions  have 
been  left  to  headquarters,  managers 
haven't  been  motivated  to  take  risks — or 
responsibility  for  decisions  that  backfire. 

That  has  already  changed.  iB.Mers — 
even  those  at  the  highest  levels — now 
know  that  their  jobs  are  at  stake  if  they 
don't  deliver  the  goods.  CEO  John  F. 
Akers  telegraphed  that  message  with 
stunning  clarity  on  Nov.  25  when  he  re- 


THE  IBM  INDEPENDENCE 
""""MENT 

Businesses  gaining, 
or  likely  to  gain, 
autonomy 


moved  George  H.  Conrades  as  head  of 
the  company's  debilitated  U.  S.  sales  di- 
vision. Robert  J.  LaBant,  who  helped 
lead  the  company's  resurgence  in  mini- 
computers, was  rewarded  with  the  top 
sales  job.  A  few  days  later,  Carl  Conti, 
head  of  the  company's  beleaguered 
mainframe  unit,  announced  that  he  is 
taking  early  retirement.  The  moves  sent 
shock  waves  through  IBM  (page  115). 

To  most  corporate  executives,  this 
may  sound  like  Management  101.  But  at 
IBM,  it  constitutes  what  Akers  is  calling 
a  "fundamental  redefinition"  of  the  busi- 
ness. It  spells  the  end  for  the  Big  Blue 
cocoon,  an  organization  that  insulated 
most  managers  from  unpleasant  details 
like  profit-and-loss  statements  and  kept 
them  employed  even  when 
their  performance  was  medio- 
cre. Industry-watchers  say 
these  days  even  Akers  could 
be  axed  if  the  board  finds  his 
performance  wanting. 

Understandably,  there  are 
plenty  of  skeptics.  Reshaping 
and  decentralizing  IBM,  Gen- 
eral Motors,  or  any  other  gi- 
ant organization  is  a  Sisyphe- 
an task  that  takes  years  of 
reprogramming,  observes 
management  consultant  Tom 
Peters.  "Corporate  culture 
has  more  to  do  with  the  mind 
than  with  the  organizational 
chart,"  he  cautions. 
HALF  MEASURE.  No  IBM-watch- 
ers  are  more  skeptical  than 
those  on  Wall  Street,  where  a 
series  of  comeback  plans  over 
the  past  few  years  has  raised 
hopes  that  were  inevitably 
dashed.  Even  before  details  of 
this  reorganization  were  made 
public,  analysts  had  second 
thoughts.  The  stock  jumped 
immediately  after  the  Nov.  26 
announcement  but  soon  fell 
as  analysts  learned  that  the 
changes  would  be  evolution- 
ary, not  the  sudden  overhaul 
that  the  announcement  im- 
plied. They  began  focusing 
again  on  the  near  term — on 
the  $3  billion  charge  IBM  will 
take  to  eliminate  jobs  and  con- 
tinuing problems  in  business- 
es ranging  from  mainframes 
to  laptops.  By  Dec.  4,  the 
stock  had  slumped  to  90,  its 
lowest  point  since  1983. 

Wall  Street's  big  fear  is 
that  this  is  another  halfway 
measure — like  the  $2.5  billion 
writedown  in  1989  that  was 
supposed  to  restore  the  com- 
pany to  fighting  trim. 
"They've  done  it,  but  they 
haven't  done  it,"  says  Paine- 
Webber    analyst  Stephen 


\/ER  STORY 
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Smith  of  the  reorganization.  "What's 
wrong  is  that  there's  one  sales  force. 
What  needs  to  happen  is  that  each  of 
these  businesses  gets  their  own."  To 
really  free  IBM's  business  units  to  com- 
pete, he  asserts,  they  need  their  own 
sales  teams,  rather  than  relying  on  the 
corporation's  mainframe-oriented  reps. 

And,  Smith  says,  cutting  20,000  jobs  is 
not  enough.  That  move,  he  estimates, 
will  restore  just  one  point  of  gross  profit 
margin,  which  has  dropped  from  569''  to 
51.5'/!  since  1986.  Even  with  the  $1  billion 
that  IBM  says  it  will  lop  off  expenses 
next  year,  he  estimates  that  it  will  only 
earn  $7  per  share,  down  337c  from  1990. 

The  new  IB.M  may  not  be  gestating  as 
quickly  as  investors  might 
like,  but  IBM  is  reaping  praise 
for  at  last  moving  in  the  right 
direction.  "The  restructuring 
is  a  heroic  effort  to  rebuild  a 
leadership  role  for  a  company 
that  is  one  of  the  industry's 
greatest  success  stories," 
says  Michael  Mirow,  vice- 
president  for  planning  at  Ger- 
many's Siemens.  "It  will  be  a 
very  difficult  task."  Adds 
John  Sculley,  chairman  of  Ap- 
ple Computer  Inc.:  "If  IBM 
does  this  well,  it  could  really 
surprise  everyone  and  come 
out  a  juggernaut  agaiiv" 

Clearly,  IBM  has  little  choice 
but  to  try  bold  measures.  In 


the  past  six  years,  it  has  seemed  all  but 
powerless  to  respond  to  the  accelerating 
pace  of  change  in  the  computer  industry. 
The  company  that  started  off  the  1980s 
by  declaring  itself  America's  best  de- 
fense against  a  surging  Japanese  com- 
puter and  electronics  industry  limped 
into  the  1990s.  It  had  fallen  behind  in 
PCs,  dropping  from  a  27%  market  share 
to  16.57' .  It  was  a  late  starter  in  the  hot 
new  markets  for  workstations  and  lap- 
tops. And  it  failed  in  a  massive  software- 
development  effort  that  was  intended  to 
keep  its  mainframes  relevant  in  an  era 
of  superfast  microchips.  All  in  all,  IBM's 
share  of  the  world  computer  market 
dropped  from  367  to  237  in  the  1980s, 
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according  to  the  Yard 
stick  Service  of  market 
researcher  Gartner 
Group. 

As  rivals  chipped  away 
at  its  markets,  IBM's  prof- 
its sank.  Starting  in  1987, 
the  company  began  elimi- 
nating jobs  through  attri- 
tion and  costly  early-re- 
tirement programs.  In  all, 
53,000  jobs  were  cut.  Still, 
IBM's  earnings  have  con- 
tinued to  decline  (chart). 
Worse,  with  economic 
slowdowns  crippling  de- 
mand in  all  its  major  mar- 
kets, revenue  is  expected 
to  decline  2%,  to  $67  bil- 
lion, the  first  revenue 
drop  since  the  1940s. 
ALBATROSS.  That  dismal 
picture,  say  company  in- 
siders, finally  spurred 
Akers  to  get  to  the  heart 
of  the  matter.  In  an  era 
of  rapid  technologica 
change,  where  the  life  cy- 
cle of  a  notebook  comput- 
er is  as  short  as  three 
months,  for  instance, 
ib.m's  old  management 
structure  is  an  albatross.  Endless  meet- 
ings are  required  to  review  new  product 
plans,  making  it  nearly  impossible  for 
iBMers  to  bring  innovative  machines  to 
market  quickly. 

Yet  getting  to  market  first  with  new 
technology,  above  all  else,  is  the  name  of 
the  game.  "You  can  be  the  most  brilliant 
designer  in  the  world.  But  if  someone 
else  uses  a  newer  generation  of  technol- 
ogy, their  box  will  be  smaller,  it'll  run 
faster,  and  it  will  cost  less,"  IBM  Presi- 
dent Jack  D.  Kuehler  often  says.  And  by 
being  first  that  other  guy  earns  enough 
to  move  quickly  to  the  next  technology 
and  beat  you  again,  he  notes. 
Despite  a  1988  reorganization  that 
was  supposed  to  speed  up  de- 
cisions by  giving  more  author- 
ity to  six  group  executives, 
even  now  few  moves  are 
made  without  headquarters 
approval.  Former  executives 
say  Armonk  policy  continues 
to  be  dominated  by  the  main- 
frame computer  division, 
which  still  delivers  half  of 
IBM's  overall  profits.  As  a  re- 
sult, products  or  marketing 
initiatives  that  are  even 
vaguely  competitive  with  the 
mainframe  have  often  been 
derailed,  former  IBMers  say. 
"The  mainframe  guys  have 
been  a  ball  and  chain  around^ 
IBM's  neck,"  says  James  N. 
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orler,  a  disk-drive  industry  eoiisullaiit. 
Take  one  recent  example.  Last  year, 
5M's  PC  unit  was  ready  to  launch  a  new 
lodel  to  get  it  back  into  the  fast-grow- 
ig  laptop  market  after  an  embarrass- 
igly  poor  showing  a  few  years  earlier. 
0  be  competitive,  division  chief  James 
annavino  priced  the  machine  at  $4,995. 
.rmonk,  however,  insisted  on  a  $5,995 
ig,  to  hit  corporate  profit-margin  tar- 
ets.  That  made  it  easy  for 
ozens  of  laptop  makers  to 
ndercut  IBM's  price.  Now 
le  price  has  been  cut  to 
3,645.  But  the  laptop  has 
ever  recovered  from  its 
low  start. 

Theoretically,  that  won't 
appen  in  the  new  organiza- 
on.  Cannavino's  $14  billion 
C  group,  one  of  several  that 
'ill  be  given  relatively  wide 
ititude,  will  be  permitted  to 
it  its  own  pricing  in  all  re- 
ions  where  PCs  and  work- 
:ations  are  sold.  And  for  the 
rst  time,  Cannavino  will 
lake  decisions  about  how 
Cs  and  workstations  are 
lanufactured  and  developed, 
he  new  structure  gives  his 
nit  control  over  long-term 
evelopment  so  that  PC  re- 
sarchers  won't  have  to  com- 
ete  with  mainframe  devel- 
pers  for  resources. 

The  price  for  this  freedom 
'ill  be  accountability.  Start- 
ig  with  the  1992  annual  re- 
ort,  insiders  say,  IBM  will 
reak  out  the  profitability  of 
arious  groups.  Managers 
'ill  be  measured  against 
rofit  goals.  They'll  be  free 
)  reach  those  targets  and 
ave  a  big  incentive  to  suc- 
2ed.  In  the  new  IBM,  em- 
loyees  who  fall  short  won't 
e  around  indefinitely. 
UMMED  UP.  In  a  small  way, 
m  has  already  seen  autono- 
ly  work.  For  example,  the 
Rochester  (Minn.)-based  divi- 
ion  that  builds  hard  disk 
rives  for  IBM  PCs  and  other 
lachines  has  been  set  loose 
3  pursue  new  markets.  It 
ow  sells  to  other  computer 
lakers,  including  Apple.  The 
ivision,  which  is  being  com- 
ined  with  mainframe  disk 
nd  tape  units,  will  get  more 
utonomy  now. 

A  big  plus  from  the  new 
tructure  may  be  greater  lee- 
way in  doing  business  with 
ther  companies.  IBM  has  en- 
ured into  hundreds  of  tech- 
ology,  marketing,  and  con- 
ulting  partnerships  in  the 


past  decade,  but  its  track  record  has 
been  spotty,  often  because  headquarters 
bureaucracy  slowed  things  down.  There 
are  "too  many  people,  too  many  layers 
of  management,"  complains  Gerald  Co- 
hen, CEO  of  IBM  software  partner  Infor- 
mation Builders  Inc.  The  decentraliza- 
tion "makes  me  feel  better  and  better 
about  the  partnership  with  IBM,"  says 
Apple's  Sculley. 


ANY  COMPLACENT  IBMers  LEFT? 


EVERYBODY 

THINKS  THEY'RE 
GOING  TO  BE  OUT 
OF  A  JOB' 


n  the  outside,  the  plan  by  Chairman  John  F.  Akers  to 
create  a  "new  IBM"  has  been  criticized — particularly 
on  Wall  Street — for  not  going  far  enough.  But  on  the 
inside,  to  many  of  IBM's  350,000  employees,  the  reorganization 
looks  like  a  virtual  revolution. 

And  it's  a  revolution  that  has  them  worried.  Indeed,  from 
California  to  Maine,  IBM  workers  who  agreed  to  talk  anony- 
mously say  that  they're  still  reeling 
from  Big  Blue's  Thanksgiving  week 
double  whammy — the  news  that  the 
company  will  cut  20,000  workers  and 
that  George  H.  Conrades,  marketing 
head  of  IBM's  struggling  U.  S.  unit,  had 
been  demoted. 

PUBLICIZED  CUTS.  If  a  smooth  salesman 
and  high-ranking  executive  such  as 
Conrades  can  be  sidelined,  whose  job  is 

safe?  "We  are  all  panicked,"  says  a  programmer  in  IBM's 
Austin  operation.  "Everybody  thinks  they're  going  to  be  out  of 
a  job.  If  they  wanted  to  get  a  message  out  with  Conrades, 
they  did  it." 

Others  say  they're  not  waiting  for 
their  pink  slips.  An  engineer  in  IBM's 
San  Jose  plant  says  "dozens"  of  his 
colleagues  have  left  recently  and  that 
he  is  mulling  over  an  outside  job  offer. 
He  complains  that,  despite  IBM's 
avowed  respect  for  its  workers,  the 
company  has  mishandled  the  way  it  is 
cutting  staff  by  letting  it  be  known 


IVlY  HEADHUNTER 
SAID  NOT  TO  LEAVE 
IN  1992— I'D  HAVE  A 
MARK  AGAINST  ME' 


that  the  worst  performers  will  soon  be  forced  out.  To  choose 
those  who  have  to  go,  IBM  has  developed  a  ranking  system 
that  assigns  a  numerical  value — from  one  to  five — to  their 
work.  Those  with  a  four  or  five  are  at  risk.  "My  headhunter 
told  me  not  to  leave  in  1992,  that  I  would  have  a  black  mark 
against  me  forever,"  he  says.  "It's  fine  to  weed  out  people,  but 
they  should  have  done  it  years  ago." 

Instead,  IBM  sought  to  shrink  its  pay- 
roll by  repeatedly  asking  employees  to 
leave  voluntarily.  Firing  many  workers 
still  shocks  those  who  believed  they 
had  a  job  for  life  with  IBM.  "I  feel 
betrayed,"  says  a  White  Plains  (N.  Y.) 
worker.  "If  IBM  isn't  growing,  is  it  the 
fault  of  the  employees  or  of  the  senior 

management?"  ,  

Then,  there  are  IBM  staffers,  particularly  those  who  have 
been  told  that  their  jobs  are  safe,  who  say  that  the  company's 
move  to  give  product  units  more  autonomy  will  breathe  life 
into  their  work.  "We  have  incredible  technology  in  our  labs," 
one  worker  says,  "but  it's  not  getting  into  products.  Maybe 
now  it  will."  If  not,  this  revolution  will  look  mild  compared 
with  the  next. 

By  Deidre  A.  Depke  in  New  York 


Irs  FINE  TO  WEED 
OUT  PEOPLE,  BUT 
THEY  SHOULD  HAVE 
DONE  IT  YEARS  AGO 


But  there  are  serious  risks  for  IBM. 
Freeing  a  bunch  of  Baby  Blues  could 
diffuse  IBM's  focus.  One  of  IBM's  great 
strengths  has  been  its  ability  to  cobble 
together  comprehensive  information  sys- 
tems. Each  of  the  IBM  pieces  might  not 
be  the  best  of  breed,  but  customers  have 
been  willing  to  sacrifice  some  perfor- 
mance and  pay  a  higher  price  to  get  IBM 
to  handle  the  complexity.  That's  one  rea- 
son why  IBM's  sales  force  is 
expected  to  remain  intact. 
"We'd  be  very  concerned  if 
we  had  to  spend  all  our  time 
coordinating  among  IBM  busi- 
ness units  to  get  something 
done,"  says  Steve  Bouch,  di- 
rector of  technical  services  at 
British  Telecommunications. 

Still,  IBM  has  little  choice 
but  to  unfetter  its  business- 
es. Markets  such  as  soft- 
ware, services,  PCs,  and 
workstations  have  long-term 
growth  potential,  while  IBM's 
mainframe  business  is  look- 
ing increasingly  vulnerable. 
To  move  its  largest  ES/9000, 
it  is  cutting  prices  by  as 
much  as  50%.  Even  with  dis- 
counts, however,  customers 
aren't  very  interested  be- 
cause they  can  get  the  same 
computing  power  for  one- 
third  to  one-half  less  by  buy- 
ing a  used  IBM  processor. 
"There's  no  compelling  rea- 
son to  buy  the  product,"  says 
analyst  Stephen  Cohen  of 
Soundview  Financial  Group. 

The  biggest  threat  to 
mainframes,  however,  is 
from  new,  superfast  micro- 
comi)uters.  The  fastest  RISC 
(reduced  instruction-set  com- 
puting) chips  now  match  the 
speed  of  million-dollar  main- 
frames. Machines  built  from 
gangs  of  microprocessors 
can  run  circles  around  thein. 
Thus,  the  question  for  IBM  is: 
"Do  we  eat  our  own  children, 
or  let  others  eat  them  for 
us?"  says  Marc  Schulman, 
an  analyst  at  UBS  Securities 
Inc.  If  IBM  is  .serious  about 
letting  its  product  groups 
compete  freely,  he  says,  the 
market  will  soon  see  cheap 
mainframe-caliber  machines 
built  from  the  RISC  chips 
used  in  IBM's  workstations. 

The  most  liberating  effect 
of  IBM's  reorganization  could 
be  in  software.  With  broad, 
strategic  goals  in  mind — 
mainly  boosting  mainframe 
demand — IBM  has  pushed 
convoluted  ideas  such  as  Sys- 
tems Application  Architec- 


VER  STORY 
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ture  (SAA),  a  scheme  that  was  supposed 
to  give  its  different  computer  lines  a 
sheen  of  compatibility.  The  effort  has 
yet  to  reach  that  goal.  "I  haven't  even 
heard  the  term  SAA  from  IBM  in  a  year," 
says  John  Imlay,  chairman  of  Dun  & 
Bradstreet  Software  Services  Inc. 

Now,  IBM  units  will  presumably  be 
free  to  pursue  "open,"  industry-standard 
software  more  vigorously.  "The  world's 


voting  with  its  dollars,  and  it  has  said  it 
wants  standards  independent  of  IBM," 
says  John  B.  Jones  Jr.,  who  tracks  IBM 
at  Montgomery  Securities. 
TOO  COMPLEX.  Furthermore,  once  they 
assume  profit-and-loss  responsibility, 
IBM's  software  executives  are  less  likely 
to  spend  millions  pursuing  corporate 
strategies  that  don't  mesh  with  the  mar- 
ket. The  prime  example  is  OS/2,  an  am- 


bitious project  to  rei)lace  the  Ms-L)i)S  op- 
erating system  of  the  original  PC.  IBM 
wanted  OS/2  to  help  tie  PCs  to  main- 
frames. But  it  was  too  complex  for  most 
customers.  Microsoft  quit  the  OS/2  ef- 
fort and  is  now  cleaning  up  with  Win- 
dows, a  simpler  MS-DOS  upgrade.  Still, 
IBM  continues  to  spend  heavily  on  OS/2. 
"It's  incredible  how  they've  been  able  to 
fund  this,"  says  Microsoft  Chairman 


WHY  EVEN  THE  JAPANESE  ARE  WORRIED  ABOUT  IBM 


On  Dec.  3,  the  biggest 
names  in  the  U.  S.  com- 
puter industry,  including 
the  chief  executive  officers  of 
Digital  Equipment,  Apple,  Hew- 
lett-Packard, and  Compaq  Com- 
puter, marched  on  Washington. 
Their  group,  the  Computer  Sys- 
tems Policy  Project,  was  there  to 
lobby  legislators  and  White 
House  heavies,  including  Richard  G. 
Darman,  director  of  the  Office  of  Man- 
agement &  Budget.  The  goal?  To  raise 
funds  for  a  new  nationwide  computer 
network,  a  project  they  view  as  crucial 
to  future  U.  S.  technology  competitive- 
ness. But  the  group's  most  influential 
member  was  missing.  IBM  CEO  John  F. 
Akers  stayed  behind  in  Armonk,  N.  Y., 
to  put  the  finishing  touches  on  his  reor- 
ganization plan. 

The  absence  of  IBM's  chairman  left 
the  lobbying  group  at  a  disadvantage, 
yet  highlighted  just  how  crucial  IBM 
remains  to  the  health  of  the  U.  S.  com- 
puter industry.  Even  with  its  problems, 
the  $67  billion  giant  is  still  the  domi- 
nant force  in  the  business,  and  restor- 
ing its  vigor,  these  executives  say,  will 
help  them  all.  "What's  really  important 
is  if  we  can  get  IBM  back  on  the  offen- 
sive— as  a  shaper  of  things — that  could 
be  a  positive  for  the  whole  industry," 
says  Apple  Computer  Chairman  John 


■WHArS  REALLY 
IMPORTANT  IS  IF  WE  CAN 
GET  IBM  BACK  ON  THE 
OFFENSIVE— AS  A  SHAPER 
OF  THINGS' 

JOHN  SCULIEY 

CHAIRMAN,  APPLf  COMPUTER  „ 


THAT  YOU  CAN'T  DO  IT 
ALL  CENTRALLY' 

KENNETH  H.  OLSEN 

PRESIDENT,  DIGITAL  EOUIPmEN 


Sculley,  who  also  chairs  the  Policy 
Project. 

Even  in  Japan,  where  problems  at 
U.  S.  computer  companies  are  normally 
seen  as  an  opportunity,  IBM's  plans 
sparked  a  sense  of  unease.  For  one 
thing,  giants  such  as  Hitachi  and  Fu- 


jitsu are  suffering  their  own  profit  de- 
clines. And  Japanese  customers  are 
worried,  too.  "If  IBM  doesn't  pull  itself 
together,  it  could  be  devastating,"  says 
Shoji  Sakamoto,  deputy  general  man- 
ager in  charge  of  computer  systems  at 
Sanwa  Bank. 

Back  in  the  U.  S.,  IBM's 
efforts  to  downsize  sound 
depressingly  familiar  to  a 
host  of  troubled  computer 
makers.  "You  could  say, 
'welcome  to  the  club,'  " 
says  Reto  Braun,  president 
of  Unisys  Corp.,  the  ailing 
mainframe  and  minicomput- 
er giant  that  is  the  target  of 
a  potential  takeover  by  a 
group  of  European  investors.  Like  IBM, 
companies  such  as  Unisys,  Digital 
Equipment,  Sun  Microsystems,  and 
Compaq  are  desperately  trying  to 
climb  out  from  beneath  stifling  bureau- 
cracies by  revamping  cost  structures 
and  altering  the  way  deci- 
sions are  made.  "Russia 
proved  you  can't  do  it  all 
centrally,"  says  Digital 
Equipment  President  Ken- 
neth H.  Olsen. 

But  so  far,  none  of  IBM's 
competitors  have  succesful- 
ly  reinvented  themselves. 
And  that  leaves  many  of 
the   industry's   top  execu 


powerhouse  Microsoft  Corp.,  says 
of  IBM's  plans  for  recovery.  "But 
unless  they  do  it  in  a  strong  fash- 
ion, I  don't  see  it  happening." 

Big  Blue's  previous  reform  ef- 
forts have  also  raised  doubts 
about  its  ability  to  really  change. 
"IBM  has  made  a  number  of 
changes  over  the  last  few  years, 
and  the  end  result  is  that  they 
haven't  been  able  to  demonstrate  any- 
thing," says  G.  Glenn  Henry,  a  senior 
vice-president  of  Dell  Computer  Corp. 
Frustrated  by  the  IBM  infrastructure, 
he  quit  a  high-level  IBM  research  post 
after  21  years  to  join  the  PC  maker. 
Still,  if  Akers  is  serious  about  re- 


•THEY'RE  GOING  IN  THE  ■ 
RIGHT  DIRECTION.  BUT  ; 
UNLESS  THEY  DO  IT  IN  A  . 
STRONG  FASHION,  I 
DON'T  SEE  IT  HAPPENING'; 

WILLIAM  H.  GATES  fll  ^ 

CHAIRMAN,  MICROSOFT  .  i 


fives  skeptical  about  IB.m's  latest  reor- 
ganization. One  problem,  critics  point 
out,  is  that  the  company's  plan  to 
grant  increased  autonomy  to  certain 
units  doesn't  go  far  enough.  "They're 
going  in  the  right  direction,"  William 
H.  Gates  HI,  chairman  of  software 


making  his  company,  the  doubting  Tho- 
mases could  soon  be  surprised.  Take 
software.  By  giving  the  software 
groups  more  independence,  says  John 
P.  Imlay,  chairman  of  Dun  &  Brad- 
street  Software  Services  Inc.,  IBM  has 
a  chance  to  "build  another  culture,  a 
nonhardware  culture."  That,  despite 
years  of  frustration,  could  finally  give 
IBM  a  leading  role  in  software  technol- 
ogy. "They  have  deep  pockets,"  says 
Steven  A.  Ballmer,  Microsoft's  senior 
vice-president  of  system  software.  "I 
take  it  very  seriously." 

But  if  the  "new  IBM"  turns  out  to  be 
not  so  new  after  all,  U.  S.  computer 
executives  may  find  themselves  with- 
out a  center.  And  future  marches  on 
Washington  may  be  far  more  serious 
than  simple  pleas  for  research  funding. 

By  Deidre  A.  Depke  in  New  York,  with 
Mark  Lewyn  in  Washington,  Kathy 
Rebello  in  San  Francisco,  and  bureau 
reports 
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COVER  STOS 


INTERIUnOIIAL 
EXPERTS 


WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE  THAN  T.  ROWE  PRICE 

Overseas  investing  can  increase  returns  w^hile  diversifying  portfolios.  T.  Rowe  Price,  a  pioneer 
in  foreign  investing,  can  help  you  take  advantage  of  these  benefits.  We  offer  six  no-load  interna- 
tional funds,  including  the  International  Stock  Fund,  which  has  outperformed  95  %  of  all  mutual 
funds  for  the  1 0  years  ended  9/30/9 1 .  * 

Experience  and  expertise.  More  than  a  decade  ago,  we  teamed  with  Britain's  century-old  Robert 
Fleming  Holdmgs,  Ltd.,  to  form  Rowe  Price-Fleming,  adviser  to  our  international  funds.  As 
America's  largest  manager  of  no-load  international  mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price-Fleming  has  the  extensive  resources  needed  to  find 
investments  with  strong  long-term  potential. 

Call  for  a  free  guide.  Our  international  investing  guide  discusses  factors  you  should  consider 
when  investing  overseas,  including  currency  fluctuations  and  other  special  risks.  It,  along 

with  the  prospectus,  can  also  help  you 
choose  the  fund(s)  best  suited  to  meet 
your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for 
IRAs).  No  sales  charges. 


T.  Rowe  Price,  100  E.  Pratt  St. 
Baltimore,  MD  21202 
Please  send  me  your  free  guide, 
The  Basics  Of  International 
Investing,  plus  a  prospectus 
with  more  complete  information, 
including  management  fees  and 
other  charges  and  expenses,  for  the  fund(s) 
indicated.  I  will  read  the  prospectus  carefully  before 
I  invest  or  send  money. 
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International 
Stock 

Large  companies  out- 
side the  U.S. 

European 
Stock 
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International 
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the  U.S. 
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Government 
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bonds 
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International 
Bond 
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and  government  bonds 
outside  the  U.S. 
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*According  to  Lipper  Analytical  Services,  Inc ,  which  ranked  the  International  Stock  Fund  #28  of  636,  #271  of  1,61 1,  and  #967  of  3,054  funds  for  the  10-,  5-,  and  1-year  periods 
ended  9/30/91 ,  respectively  Past  performance  cannot  guarantee  future  results  T  Rowe  Price  Investment  Services,  Inc ,  Distributor 


William  H.  Gates  III.  "They  never  would 
have  spent  so  much  on  OS/2  if  software 
were  a  separate  company." 

Can  Big  Blue  really  change  its  ways? 
Even  IBM  well-wishers  question  how  far 
the  company  will  go.  Indeed,  it  was 
Akers  who  undid  earlier  decentralization 
efforts  by  abandoning  his  predecessor's 
"independent  business  units."  The  big- 
gest, Entry  Systems  Div.,  had  ridden  the 


IB.M  p(.'  business  from  a  12-man  operation 
in  Boca  Raton,  Fla.,  to  a  $5.5  billion, 
market-dominating  business  in  1985 — 
mostly  by  breaking  IBM  rules.  As  soon 
as  he  became  CEO,  Akers  drew  the  divi- 
sion deep  into  the  corporate  fold. 

And  no  matter  how  sincere  Akers'  in- 
tentions are  now,  he  and  other  people 
molded  by  lifetimes  at  IBM  may  not  be 
equipped  to  create  a  truly  new  Big  Blue. 


"It  will  take  someone  from  the  outside 
to  change  the  culture,"  concludes  Gilles 
Tugendhat,  a  former  IBM  manager  and 
now  president  of  Paris-based  ECS,  the 
leading  independent  lessor  of  IBM  equip- 
ment in  Europe.  That's  the  kind  of 
shakeup  Akers  still  hopes  to  avoid. 

By  John  W.  Verity  and  Thane  Peterson 
in  Armonk  and  Deidre  Depke  and  Evan  I. 
Schwartz  in  New  York,  with  bureau  reports 


THE  RESEARCH  IS  FIRST  CLASS.  IF  ONLY  DEVELOPMENT  WAS.  TOO 


F 


lor  decades,  IBM 
I  has  prided  itself 
on  its  world- 
class  research.  Big 
Blue  spends  $6  billion 
a  year  on  its  sprawl- 
ing R&D  enterprisr 
with  major  laborato- 
ries in  the  U.  S.,  Eu- 
rope, and  Japan.  And 
the  company's  scien- 
tists rank  among  ihv 
best  anywhere.  In 
1986,  they  won  the 
Nobel  prize  for  in- 
venting the  scanning 
tunneling  microscope, 
which  enables  re- 
searchers to  spot  indi- 
vidual atoms.  In  1987, 
they  won  another  No- 
bel prize — for  achiev- 
ing high-temperature  superconductiv- 
ity. And  in  1990,  IBM  scientists  were 
the  first  to  build  structures  only  a  sin- 
gle atom  wide,  a  crucial  step  on  the 
road  to  ultrafast  chips. 

But  the  company's  struggle  to  re- 
shape itself  raises  troubling  questions: 
Will  IBM's  celebrated  R&D  labs  fade  as 
did  other  once-great  industrial  labs 
such  as  rca's  Sarnoff  Center  and  Xer- 
ox's Palo  Alto  Research  Center?  In 
fact,  if  the  turmoil  undermines  IBM's 
prowess — especially  in  physics  and 
semiconductor  research — that  could 
deal  a  serious  blow  to  U.  S.  competi- 
tiveness. "I'm  very  concerned,"  says 
Robert  M.  White,  Under  Secretary  for 
technology  at  the  Commerce  Dept. 
CRACKING  THE  CODE.  Many  iBM-watch- 
ers  in  academia,  industry,  and  govern- 
ment, however,  believe  that  the  latest 
corporate  shakeup  may  be  just  what 
the  doctor  ordered.  IB.M  has  been  ag- 
gressive in  developing  new  technol- 
ogies for  its  core  business — such  as 
new  generations  of  memory  chips.  But 
critics  say  Big  Blue  has  long  suffered 
from  a  common  American  disease — it 
too  often  fails  to  bring  breakthrough 
technologies  to  market  successfully. 


"They  just  haven't  been  able  to  crack 
the  code  of  how  to  get  worthwhile  in- 
novations out  of  a  large  company," 
says  Cambridge  (Mass.)-based  comput- 
er communications  analyst  John 
McQuillan. 

The  reorganization  could  bring  re- 
search closer  to  the  needs  of  individual 
operating  units  and  prevent  the  cham- 
pions of  existing  products  from 
squashing  development  of  threatening 
new  technologies.  "Given  IBM's  history, 
it  may  be  a  healthy  move,"  says  a  lead- 
ing computer  industry  expert. 

Take  reduced  instruction-set  comput- 
ing, or  RISC.  In  the  mid-1970s,  IBM  re- 
searchers pioneered  this  revolutionary 
technology  for  designing  faster  com- 
puters. But  the  advance  wasn't  rushed 
into  products,  largely  because  it  was 
seen  as  a  menace  to  Big  Blue's  core 
mainframe  business.  "Everything  they 
do  is  protecting  that  mainframe  mar- 
ket," says  Alan  Sims,  chief  engineer 
for  Cigna  Corp.,  a  big  IBM  customer. 

As  a  result,  RISC  technology  wasn't 
commercialized  until  scientists  at  Stan- 
ford University  and  the  University  of 
California  at  Berkeley,  funded  by  the 
Pentagon's  Defense  Advanced  Re- 


search Projects  Agen- 
cy (DARPA),  in  effect 
reinvented  it.  Then 
upstarts  like  Sun  Mi- 
crosystems Inc.  har- 
nessed the  technol- 
ogy— and  they  now 
lead  in  Risc-based 
workstations. 

Not  only  has  fear 
of  undercutting  exist- 
ing products  held  IBM 
back,  but  so  has  com- 
placency. Berkeley 
computer  scientist  Mi- 
chael A.  Harrison  re- 
calls a  visit  by  one  of 
IBM's  top  software  sci- 
entists, who  described 
newly  published  re- 
search to  program- 
mers at  an  IBM  devel- 
opment lab  in  California.  But  few  of 
the  programmers  even  knew  which 
journal  the  scientist  was  referring  to, 
says  Harrison.  "To  be  that  ignorant, 
it's  like  having  been  in  a  cave  for  20 
years,"  he  says. 

Critics  concede  that  even  before  the 
reorganization,  IBM  had  been  trying  to 
tackle  its  R&D  problems.  It  became  the 
driving  force  in  two  industry  research 
consortiums,  Sematech  and  the  Micro- 
electronics &  Computer  Technology 
Corp.  It  also  funded  suppliers  of  ad- 
vanced chipmaking  technology.  And  it 
had  begun  to  slash  product  develop- 
ment cycle  times. 

IBM  has  no  plans  to  decentralize  its 
research  laboratories.  But  if  the  grow- 
ing pressures  lead  it  to  shift  its  R&D 
priorities  too  much  to  the  short  term,  it 
may  be  unable  to  make  the  big  break- 
throughs. Japan  is  increasing  its  in- 
vestment in  basic  scientific  research. 
To  compete  in  21st  century  technol- 
ogies, American  computer  companies 
such  as  IBM  will  have  to  speed  products 
to  market  and  keep  their  blue-sky  sci- 
ence strong. 

By  John  Carey  in  Washington,  with 
Peter  Coy  in  New  York 
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Do  You  Make  These 
Six  Common  Mistakes 
On  Your  Taxes? 


^  ix  common  mistakes  can  cause  you  big 
I  headaclies  on  your  taxes.  An  oversiglit 
re,  an  omission  there.  From  unnecessary 
<  payments  to  full  blown  IRS  audits  --  you 
n  end  up  paying  too  much  ...  or  worse. 

But  now,  using  TurboTax  and  your  per- 
nal  computer,  you  can  avoid  these  simple 
t  costly  mistakes: 

I The  Arithmetic  Error 
Today,  even  the  simplest  forms  con- 
tain complex  calculations.  And  with 
the  late-night  scrambling,  an  innocent 
stake  could  cost  you  plenty. 

%  The  Transcription  Error 

W  With  all  those  numbers  being  juggled 

■  from  schedule  to  schedule,  it's  no 
)nder  the  figures  are  so  often  transcribed 
:orrectly  or  entered  on  the  wrong  line. 

J The  Omitted  Form 
Even  "ordinary"  returns  require  any- 
where from  six  to  a  dozen  forms  to 
mplete.  It's  easy  to  miss  one ...  or  end  up 
shing  all  over  town  to  find  the  one  you  need. 

J The  Misinterpreted  Instruction 
At  best,  IRS  instructions  can  be  tough 
to  understand.  At  worst  they  can  be 
ind-boggling.  What  you  need  are  clear 
'ections  in  plain  English. 

■  The  Overlooked  Deduction 

J You'd  have  to  be  a  professional  tax 
preparer  to  know  all  the  deductions 
u're  entitled  to.  If  you  miss  just  one,  it 
'Uld  cost  you  hundreds  of  dollars. 

%  The  Exceeded  Guideline 

)The  fastest  way  to  trigger  an  IRS 
audit  is  to  exceed  the  "normal"  range 
1  one  of  your  deductions.  You  need  to  know 
latthe  IRS  looks  for  on  a  line-by-line  basis. 

When  you  do  your  taxes  with  TurboTax, 
istakes  like  these  are  virtually  impossible, 
id  filing  your  taxes  couldn't  be  easier. 


America's  *1 
Tax  Software 

TurboTax  is  Amehca's  #1  best-selling  tax 
software  -  over  six  million  returns  were  filed 
with  TurboTax  last  year!  With  TurboTax  on  your 
PC  (or  MaclnTax  on  your  Macintosh),  you  can 
completely  and  accurately  prepare  your  income 
taxes  in  just  a  few  hours. 
Here's  how  easy  it  is! 

A.  Gather  your  records  and  receipts. 

B.  Enter  your  data  into  TurboTax  just  once. 

C.  Print  out,  sign  and  drop  in  tiie  maii. 
TurboTax  does  the  rest.  Even  if  your  records 

and  receipts  aren't  in  any  particular  order, 
TurboTax  guides  you  through  step-by-step 


KDl  lORS' 
CHOIt  K 


CHIPSOFT  TURBOT*X 


questions  and  shows  how  to  enter 
every  item.  And  like  a  good  tax 
advisor,  TurboTax  helps  you  iden- 
tify every  deduction  you  can  claim. 

Then  TurboTax  makes  all  the 
calculations,  checks  for  accuracy 
and  consistency,  and  transfers  ev- 
ery number  to  the  proper  lines  on  the  proper 
forms.  And,  TurboTax  phnts  every  form  you  need 
in  IRS-approved  format  right  on  your  own  phnter 
--  ready  to  sign  and  mail  (or  file  electronically,  if 
you  prefer,  for  a  faster  refund). 

PC  Magazine  says  TurboTax  "makes  doing 
your  taxes  almost  fun,"  Try  it  for  yourself .  Free. 
We  know  that  if  you  try  it,  you'll  never  go  back  to 
doing  your  taxes  the  old-fashioned  way.  So  we'll 
send  you  TurboTax  on  an  unconditional  free  thai 
basis:  if  you  don 't  iil<e  it,  you  don 't  pay  for  it! 

Free  Bonus! 

Plus,  when  you  buy 
TurboTax,  we'll  send  you  a 
FREE  copy  of  Norton  Utilities 
as  a  special  bonus  gift, 
Norton  Utilities  (regular 
$179)  is  Amehca's  best- 
selling  disk  repair  and  data 
recovery  program.  With  over 
40  different  types  of  error  checking,  it  performs 
the  most  extensive  diagnosis  and  repair  of  any 
utility  program  for  the  PC  and  Macintosh,  And  it's 
yours  free  when  you  buy  TurboTax  or  MaclnTax. 


Norton  Utilities 


□  Call  now  to  try  lUrboTax  FREE! 

We  'li  rusfi  you  a  FREE  trial  copy  of  Turbo  Tax  ASAP  (you  pay  just  $8. 50  s  flipping  now).  Try  it  free  for 
30  days,  and  if  you  don 't  iil<e  it  for  any  reason,  just  send  it  bacl<  and  owe  nottiing.  if  you  do  l<eep  it, 

FREE  BONUS:  Your  free  copy  of  Norton  Utilities 
(reg  $179)  will  be  sent  upon  full  payment. 


you  won 't  be  ctiarged  untii  after  your  30-day  free  triai. 
Please  Choose:     □  TurboTax  (IBM-compatible)  $69 

□  3-V2"  disks,  or    □  TurboTax  for  Windows  $79 

□  5-V4"  disks       □  MaclnTax  (for  Macintosh)  $79 

Call  Now  For  Your  FREE  Trial  Copy: 

1-800-487-8297 


SPECIAL  OFFER 

Pay  now  in  full  and  well  send  both  Norton  and 
TurboTax  right  away  -  and  wet!  pay  the  shipping! 


Ext. 


Have  your  credit 
card  ready  to 
A  A    cover  stiipping 
0«fU  charge. 


TurtjoTax  requires  IBM  PC,  XT,  AT,  PS/1 ,  or  PS/2  or  compalible,  DOS  2.0  or  higher.  51 2K  RAM  and  hard  drive,  TurboTax  for  Windows  requires  Windows  3.0  or  higher  and  hard  drive. 
MaclnTax  requires  Macintosh  Plus.  System  4,2  or  higher  and  hard  dhve,  California  residents  please  add  7,25%  sales  tax  Offer  expires  4/1 5/92  --  not  valid  with  any  other  offer.  Offer 
also  includes  free  HeadSlart  Edition  for  orders  received  through  12/31/91  ®  TurboTax  and  MaclnTax  are  registered  trademart(S  of  ChipSoft,  Inc,  and  ChipSoft  OA,  Corp 
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They  know  computers,  they  know  the  floor.  But  most  of  all,  they  know  the  old  ways  no  longer  workfs- 
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Ask  Ira  Neimark  and  Marvin  S. 
Traub  to  reminisce,  and  you'll 
get  a  feel  for  the  heady  days  of 
retailing.  Neimark,  chief  executive  of 
Bergdorf  Goodman,  can  still  picture  the 
Christmas  of  1938,  when,  as  a  page  at 
Bonwit  Teller  in  New  York,  he  saw  cus- 
tomers such  as  the  Vanderbilts  shopping 
for  stocking  stuffers,  footmen  in  tow.  "I 
fell  in  love  with  the  store  and  the  atti- 
tude," says  Neimark.  And  Traub  recalls 
arriving  fresh  from  Harvard  business 
school  at  Bloomingdale's,  a  barn  of  a 
store  he  later  turned  into  the  country's 
capital  of  fashion  glamour. 

Now,  the  glamour  has  mostly  been 
worn  away  by  the  harsh  new  realities  of 
retailing.  Bonwit's  is  gone  from  New 
York.  Bergdorf's  operating  profits  plum- 
meted 82'.v,  to  $3.8  million,  on  sales  of 
$199  million  for  the  year  ended  in  July. 
Bloomie's  parent  company,  Federated 
Department  Stores 


Inc.,  entered  bankruptcy  in  January, 
1990.  Says  Traub:  "When  I  joined  Bloom- 
ingdale's, I  didn't  have  the  goal  of  run- 
ning a  company  in  Chapter  11." 

Nor  will  Traub  be  at  the  helm  as 
Bloomingdale's  and  Federated  navigate 
out  of  Chapter  11,  most  likely  next  year. 
Traub  retired  on  Nov.  15.  And  this  will 
be  Neimark's  last  Christmas  at  Berg- 
dorf's: He  is  retiring  in  February.  At 
other  premier  stores,  some  of  retailing's 
best-known  impresarios  are  departing. 
In  November,  Joseph  E.  Brooks,  64,  the 
former  head  of  Lord  &  Taylor,  abruptly 
resigned  as  chief  executive  of  Ann  Tay- 
lor Inc.  The  66-year-old  Edward  S.  Fin- 
kelstein,  chairman  of  R.  H.  Macy  &  Co., 
has  said  he  will  probably  retire  in  the 
next  few  years. 

With  their  departures,  an  old  way  of 
life  is  ending — the  days  when  a  great 
merchant   saw  his 


til 


store  as  theater  and  stocked  it  with 
sumptuously  presented  goods.  For  these  pth 
merchant  princes,  selection  of  merchan- 
dise for  their  emporiums  was  para- 
mount. Sure,  they  had  to  know  a  thingleiit their 
or  two  about  finance,  inventory  control, 
and  marketing.  But  the  man  with  flair 
for  the  wares  ruled  the  stores.  "The 
guard  were  style  pickers,  not  number 
crunchers,"  says  Alan  G.  Millstein,  a  re 
tail  consultant  in  New  York. 
WARY  SHOPPERS.  But  it  is  clear  that  the 
old  ways  don't  work  anymore.  Retail  d 
business  failures  have  been  surging 
(chart,  page  122).  Since  peaking  in  ea: 
1990,  the  ranks  of  retail  workers  have 
fallen  by  more  than  230,000.  And  store  i 
owners  face  the  prospect  of  the  third 
crummy  Christmas  in  a  row  as  cautiousfir 
shoppers  cut  back  even  further.  "Con 
sumer  confidence  is  back  to  the  samejie 
level  [as]  at  the  start  of  the  Iraqi  war,' 
says  Michael  Gade, 
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j-cliairman  of  Coopers  &  Lybrand's  re- 
lil  consulting  arm.  "Retail  spending 
ill  clearly  not  exceed  last  year's  unless 
)mething  positive  happens." 

Nothing  is  likely  to  save  Christmas 
•cm  the  Grinch  this  year.  But  some 
ood  may  be  found  in  this  wrenching 
icperience:  As  the  old  order  fades  away, 

new  breed  is  rising  up  in  retailing, 
ishion,  and  cosmetics.  Some  of  them 
Iready  have  superstar  status.  Millard  S. 
Texler,  president  of  The  Gap  Inc.,  has 
lasterfuUy  combined  fashion,  advertis- 
ig,  price,  and  market  penetration  to 
i&ch  mall-weary  shoppers.  Each  month, 
he  Gap  posts  year-over-year  sales 
rowth  of  30%  or  more. 

But  Drexler  isn't  alone:  Retailing  has 
:her  young  talents  who  just  might  rein- 
ant  their  industry.  With  retailers  groan- 
ig  from  the  hangovers  of  the  1980s, 
)me  rising  stars  are  financial  whizzes, 
thers  are  computer  jockeys.  And  the 
resence  of  female  senior  managers  sig- 
als  that  women  could  assume  industry 
adership. 

Above  all,  this  rising  cadre  of  retailers 
rid  designers  understands  how  impor- 
mt  marketing  is.  Where  the  old-line 
lerchants  seemed  to  operate  on  one 
mple  credo — "Build  a  store,  and  they 
ill  come" — the  new  breed  knows  shop- 
srs  won't  come  anymore  unless  stores 
ffer  them  a  reason  to.  "Retailers  of 
)day  have  to  be  market-driven  and  use 
le  customer  to  tell  them  what  to  sell," 


says  Douglas  Tigert,  retailing  professor 
at  Babson  College.  That  means  relying 
more  on  such  classic  consumer  market- 
ing strategies  as  extensive  testing  of 
new  merchandise  and  retail  formats. 

One  rising  executive  who's  working 
hard  to  find  out  what's  on  consumers' 
minds  is  Jay  Margolis,  42,  the  vice-chair- 
man of  Liz  Claiborne  Inc.  Margolis  brief- 
ly attended  Columbia  University  busi- 
ness school.  But  he  has  been  interested 
in  fashion  since  his  teen  years  when  he 
bought  a  bearskin  jacket  in  Greenwich 
Village.  His  mother  hated  it. 
FOCUS  GROUPS.  He  has  become  a  better 
judge  of  other  people's  taste.  After  suc- 
cessfully launching  Liz  Claiborne's  $120 
million  menswear  business,  Margolis  is 
now  in  charge  of  the  $970  million  wom- 
en's sportswear  division,  where  he  relies 
heavily  on  focus  groups  and  sends  con- 
sultants to  stores  to  survey  shoppers' 
reactions  to  Liz  Claiborne  fashions. 
"With  only  a  handful  of  stores  doing 
well,  we  need  to  move  closer  to  the  con- 
sumer," he  says. 

Recently,  Margolis  personally  asked 
180  Macy's  salespeople  about  Liz  Clai- 
borne's strengths  and  weaknesses.  They 
told  him  shoppers  wanted  dressier  mer- 
chandise. Margolis  also  helped  launch 
Liz  Claiborne's  first  ad  campaign  for  ap- 
parel, a  $6  million  effort. 

Grace  Nichols,  45,  also  pays  close  at- 
tention to  what  consumers  tell  her.  With 
a  master's  degree  in  history  from  the 
University  of  California  at  Los  Angeles, 


Nichols  {jlainied  on  a  law  career  until 
she  decided  she  was  having  more  fun  at 
her  part-time  job  at  Cadwells  Emporium 
in  Los  Angeles.  In  1986,  she  joined  The 
Limited's  Victoria's  Secret  division,  then 
showing  roughly  $150  million  in  sales. 
Nichols  helped  her  boss,  Howard  Gross, 
turn  the  lingerie  chain  into  an  $800  mil- 
lion business  and  one  of  The  Limited's 
most  profitable  units.  Now,  Nichols  runs 
the  division  with  an  unsentimental  dedi- 
cation to  product  testing  and  a  gimlet 
eye  on  margins.  She  has  to:  Sexy  linge- 
rie—especially in  a  recession — isn't  ex- 
actly a  necessity.  Says  Nichols:  "Our 
business  is  based  on  indulgence,  which  is 
very  different  from  'I  need  a  gallon  of 
milk.'  " 

So  Nichols  loads  up  on  the  lace  and 
beads  and  never  uses  such  mundane 
words  as  underwear.  She  is  constantly 
looking  for  ways  to  raise  prices  without 
appearing  greedy.  One  example:  Vic- 
toria's Secret  had  sold  a  lot  of  loose  soap 
bars  at  roughly  50$  each.  But  Nichols 
figured  a  way  to  sell  them  for  more  by 
packaging  fancifully  shaped  soaps  in 
lace  and  ribbon.  New  price:  two  for 
$7.50.  "That,"  says  Nichols,  "is  an  exam- 
ple of  how  to  move  your  price  point." 

The  consumer  focus  and  emphasis  on 
marketing  is  taking  hold  even  in  some 
corners  of  high  fashion,  long  the  prov- 
ince of  customer-be-damned  arrogance. 
Donna  Karan,  for  example,  represents 
the  new  wave  of 
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ROBIN  BURNS,  president,  Estee  Lauder  USA. 
Burns,  38,  worries  that  customers  who  shun 
department  stores  won't  see  her  cosmetics. 
Solution:  Reach  customers  outside  the  store 
with  flashy  ads  and  promotions 
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^Muniers.  Karan,  43,  dropped  out  of 
Parsons  School  of  Design  and  went  to 
work  for  Anne  Klein.  After  being  fired 
and  rehired,  Karan  stayed  for  20  years, 
eventually  becoming  head  designer.  In 
1985,  Tomio  Taki,  the  Japanese  owner  of 
Anne  Klein,  pushed  her  out  of  the  com- 
pany— and  staked  her  to  her  own  ven- 
ture, Donna  Karan  Co. 

Karan  has  created  a  startlingly  suc- 
cessful company 


by  assuming — cor- 
rectly— that  her 
concerns  about 
her  own  figure 
and  comfort  are 
universal.  "The 
woman  buying  my 
clothing  is  in  her 
forties,  fifties,  and 
late  thirties  and 
has  been  exposed 
to  an  enormous 
amount  of  fash- 
ion." says  Karan. 
"She  doesn't  buy 
clothes  just  be- 
cause you  design 
them."  Karan's 
clothes  don't  work 
just  on  ultrathin  models:  The  Donna 
Karan  look  incorporates  wraparound 
skirts  and  draped  fabric  to  flatter  older 
figures.  Flattery  works:  Karan's  sales 
rose  to  $215  million  this  year  from  $163 
million  in  1990  and,  with  a  new  mens- 
wear  line,  will  probably  reach  $250  mil- 
lion in  1992,  says  Stephen  L.  Ruzow, 
Karan's  president. 

BARGAIN  BOUTIQUE.  Besides  fashions 
that  make  sense,  the  need  for  value  is 
something  these  retailers  understand. 
Eugenia  Ulasewicz,  38,  heads  New 
York's  Galeries  Lafayette  store  that 
opened  this  fall,  a  satellite  of  the  French 
chain.  Ulasewicz,  a  business  major  from 
the  University  of  Massachusetts,  once 
wanted  to  work  for  Ralph  Nader.  But 
after  a  Christmas  stint  at  Blooming- 
dale's,  she  joined  its  training  program. 
As  a  protegee  of  Traub's,  she  underwent 
the  classic  training  of  a  department- 
store  executive.  But  Ulasewicz  sees  a 
simple  but  crucial  difference  between 
then  and  now.  "When  I  first  started, 
people  were  buying,  buying,  buying," 
she  says.  "You  would  never  have  sales 
before  Christmas." 

Her  strategy  at  Galeries  Lafayette  re- 
flects the  new  reality.  The  store  sells 
European  fashion  in  New  York's  priciest 
retail  district  but  doesn't  use  foreign  la- 
bels as  a  justification  for  higher  prices. 
The  result:  a  sort  of  bargain  boutique  of 
the  1990s.  Shoppers  are  snapping  up  in- 
expensive cosmetics  from  France's  Bour- 
jois  line,  and  skirts  and  other  aj)parel  are 
mostly  under  $300.  The  Gallic  atmo- 
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sphere  is  free:  Edith  Piaf's  singing  fills 
the  air.  The  store  had  aimed  for  sales  of 
$40  million  in  its  first  year,  and 
Ulasewicz  says  she  is  on  schedule. 

The  drought  of  shoppers  Ulasewicz  is 
fighting  has  pinched  Estee  Lauder  Inc., 
the  $2.5  billion  privately  held  cosmetics 
manufacturer,  where  unit  volume  is 
down.  "For  many  years,  we  had  the  lux- 
ury of  just  catering  to  the  traffic  al- 
ready there,"  says 
Robin  Burns,  Es- 
tee Lauder's  38- 
year-old  president. 
"But  customers 
are  not  coming 
into  the  depart- 
ment stores  where 
we're  selling  our 
product." 

To  build  traffic. 
Burns  has  crafted 
a  set  of  flashy  ads 
and  promotions. 
She  attached  vi- 
deocassettes  of  a 
three-minute  com- 
mercial for  Lau- 
der's new  scent, 
SpellBound,  to 
14,000  copies  of  the  September  issue  of 
EUe  magazine,  a  publishing-industry 
first,  and  sent  out  an  additional  238,000 
videos  to  selected  department-store  cus- 
tomers. For  Christmas,  she  is  selling  $20 
how-to  makeup  videos  starring  supermo- 
del Paulina  Porizkova  and  the  model's 
mother.  And  Burns  is  building  minishops 
within  department 
stores  where  cus- 
tomers can  try  out 
products  without 
asking  a  salesper- 
son for  help. 

George  R.  Mrko- 
nic  Jr.  is  not  sell- 
ing makeup  vid- 
eos, but  he  wants 
to  reach  out  to  his 
customers,  too.  As 
head  of  Kmart's 
$7  billion  specialty- 
stores  division,  the 
39-year-old  Mrko- 
nic  oversees  Wal- 
denbooks.  Pace 
Membership  Ware- 
houses, Sports  Au- 


thority, Builders  Square,  and  Pay  Less 
Drug  Stores.  Mrkonic's  four-year  plan  is 
to  boost  the  division  from  22%  to  30%  of 
company  sales.  To  do  that,  he  is  relying 
heavily  on  data-based  marketing.  "Re- 
tailing is  becoming  more  marketing-driv- 
en," he  says.  "That  didn't  used  to  be 
part  of  retailers'  portfolios." 

Mrkonic,  armed  with  a  master's  in  eco- 
nomics from  Stanford  University  and  an 


MB.\  from  Harvard,  was  running  W.  R. 
Grace  &  Co.'s  Herman's  Sporting  Goods 
chain  by  age  29.  In  1987,  he  left  to  be- 
come chief  executive  of  Eyelab,  where 
he  boosted  sales  by  collecting  data  on 
eyeglass  purchasers  and  sending  them 
regular  promotional  offers  to  get  them 
back  into  the  stores  for  new  glasses, 
even  though  their  prescriptions  hadn't 
changed.  Industry  sources  say  he  profit- 
ed handsomely  when  Pearle  Inc.  bought 
the  chain  for  "$140  million  in  1989. 

At  Kmart,  he  has  developed  member- 
ship programs  to  create  huge  lists  of 
bargain  shoppers,  book-buyers,  sports 
enthusiasts,  and  do-it-yourself  homeown- 
ers. To  handle  all  the  data,  Mrkonic  re- 
lies heavily  on  sophisticated  computers. 
BIG  RISKS.  Financial  savvy  is  also  cru- 
cial. Before  leveraged  buyouts,  finance 
in  retailing  mostly  meant  making  sure 
prices  were  higher  than  costs.  Now, 
takeover-related  debt  makes  the  job  of 
financial  control  critical  to  the  survival 
of  many  companies.  One  retail  executive 
with  such  skills  is  Macy's  45-year-old 
vice-chairman,  Myron  E.  Ullman  III,  a 
onetime  White  House  Fellow  and  former 
COO  of  Wharf  Holdings  Ltd.,  the  Hong 
Kong  conglomerate. 

At  Macy's,  Ullman,  45,  doggedly  chips 
away  at  costs.  So  far,  he  has  sold  off 
credit-card  receivables,  raised  new  equi- 
ty from  insiders,  bought  back  bonds  at 
depressed  prices,  and  reduced  debt  by  $2 
billion.  His  work  could  still  come  undone, 
though  he  bristles  at  any  suggestion  of 
a  Chapter  11  filing.  "We're  not  failing, 
and  we're  winning 
customers  back 
with  our  market- 
ing," he  says. 

Like  Ullman, 
many  of  these  ris- 
ing stars  of  retail- 
ing face  daunting 
challenges,  and  all 
their  savvy,  cre- 
ativity, and  techni- 
cal skills  are  no 
guarantee  of  suc- 
cess. Verna  Gib- 
son, for  example, 
was  a  longtime 
head  of  Limited 
Stores,  the  con-| 
glomerate's  flag-; 
ship  division.  Bu 


when  sales  started  to  slow,  she  abruptlyj 
resigned.  Clearly,  the  professional  risksf 
are  high  for  this  new  generation.  But 
their  work  in  marketing,  customer  re-j 
search,  finance,  and  merchandising  just 
may  point  the  way  out  of  retailing'sl 
most  beleaguered  era  since  the  Great| 
Depression. 

By  Laura  Zinn  in  New  York.  u'ifh\ 
bureau  reports 
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MARKETI»  ■ 


CA90s 


CA 's  Compucing 
Architecture 
For  The  90s. 


Holland  America  Line  recently 
arrived  at  the  ultimate  destination. 

It  was  recognized  as  the 
"World's  Best  Cruise  Line."  A  dis- 
tinction earned  throtigh  more  than 
a  century-old  tradition  of  excel- 
lence. And  outstanding  use  of  IS 
technology. 

"Ever  since  our  first  ship 
crossed  the  Atlantic  in  1873,"  says 
President  Lanterman, 
"customers  have  always 
been  the  focus  of  every- 
thing we  do.  And  today, 
CA's  software  solutions 
help  us  serve  our  cus- 
tomers better  than  any 
other  caiise  line  in  the  world'.' 

Holland  America  "lives  on"  one 
of  CA's  most  advanced  database 
management  systems,  CA-IDMS,® 
and  a  broad  range  of  CA  systems, 
business  and  PC  applications 
which  help  them  mn  a  very  tight 
ship.  Their  IS  expenses  run  "less 
than  half"  the 
industry  norm. 

"WithCA, 
we  have  a  rela- 
tionship that 
transcends  the 
products,"  states 
Lanterman. 
"Their  people  lis- 
ten. They  know 


President  Kirk  Lanterman 's 

STRATEGIC  USE  OF  SOFTWARE  DRIVES 

CUSTOMER  SATISFACTION  TO  NEW 
HEIGHTS  WHILE  REDUCING  IS  COSTS. 
It's  ONE  REASON  WHY 

Holland  America  Line  was 

RECENTLY  NAMED  THE 

"World's  Best  Cruise  Line." 


our  business.  They're  a  software 
partner  we  can  count  on  as  we 
enter  the  most  competitive  decade 
we've  ever  faced." 

Anything  else? 

"Full  speed  ahead." 

(Computer' 
ySssociATES 

Software  superior  by  design. 

t'  1991  Computer  Associates  International.  Inc., 
711  Stewart  Avenue,  Garden  City.  NY  11530-4787, 
1-800-645-3003,  All  trade  names  referenced  are  trademarks 
or  registered  trademarks  of  their  respective  companies. 


S  FROM 


If  you  think  that  the  concept 
of  open  systems  is  destined 
to  be  like  the  paperless  ft*^ 
office,  just  another  one  of  the 
computer  industry's  unful- 
filled dreams,  here's  some- 
thing that  will  put  your  con-  P  Q 
cems  to  rest.  lii*! 


an  to^ 
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Network  Application 
Support  (NAS)  from  Digital 
A  comprehensive  implemen- 
tation of  standards  that  inte 
grates  applications  across 
multi-vendor  environment. 

In  terms  less  polysyllab 
ic,  NAS  makes  it  possible  for 
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©  DIGITAL  EQUIPMt  I  IT  CORPORATION  1991  THE  OIGITAl  LOGO  IS  A  TlfADEMARK  Of  DIGITAL  EQUIPMENT  CORPORATION.  IBM  IS  A  REGISTERED  TRADEAAARK  OF  INTERNATIONAL  BUSINESS  MACHINES 

CORPORATION.  HEWLETT  PACKARD  IS  A  REGISTERED  TRADEAAARK  OF  HEWLEn  PACKARD  COMPANY. 


3U  to  unite  many  difterent 
/^stems,  including  those  you 
ave  as  well  as  those  you 
Ian  to  add  in  the  future, 
/hether  they  come  from  us, 
3M®,  Hewlett-Packard®, 
un®,  Compaq®,  Apple®  or 
host  of  others. 


without  the  expense  of 
training  your  end-users  to 
learn  new  procedures. 

It's  an  accomplishment 
that  gives  you  the  power  to  use 
the  best  solution  from  whatever 
company  oflFers  it,  and  integrate 
it  into  your  existing  system. 


With  NAS  you  can  run 
lany  of  your  applications 
cross  a  wide  range  of  oper- 
ting  systems.  You  can  get 
n  application  to  interoper- 
te  with  other  applications 
n  both  local  and  remote 
y^stems.  And  you  can  do  it 


More  impressively,  it's  a 
feat  that  empowers  your 
people  to  work  together 
more  effectively,  sharing  in- 
formation, resources  and 
networked  application  pack- 
ages from  whatever  desktop 
device  they  already  use. 


So  whether  you're  trying 
to  open  an  existing  system,  or 
want  to  build  a  new  one  from 
scratch,  talk  to  us.  With  NAS, 
we  can  crack  just  about  any 
system.  Including  the  only 


SUN  IS  A  REGISTERED  TRADEMARK  OF  SUN  MICROSYSTEMS,  INC.  COMPAQ  IS  A  REGISTERED  TRADEMARK  OF  COMPAQ  COMPUTER  CORPORATION. 
APPLE  IS  A  REGISTERED  TRADEAAARK  OF  APPIE  COMPUTER,  INC. 
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FOOTBALL  I 


A  SMALL  MIRACLE 
IN  NEW  ORLEANS 


How  Jim  Finks  got  the  Saints  out  of  pigskin  purgatory 


For  Jim  Finks,  it  was  the  road  trip 
from  hell,  and  he  wasn't  even  head- 
ed for  a  football  game.  In  the 
spring  of  1986,  he  and  other  representa- 
tives of  the  New  Orleans  Saints  toured 
the  Deep  South  to  drum  up  support  for 
the  team.  At  each  stop,  General  Manag- 
er Finks  would  vow  that  the  Saints  were 
finally  going  to  make  their  fans  proud. 
The  usual  response:  Yeah,  right.  "There 
was  a  certain  cynicism  because  they  had 
heard  so  many  times  that  'This  is  the 
year.'  Then  it  was  the  same  old  Saints, 
so  no  one  believed  us,"  says  Finks. 

These  days,  they  believe.  The  team 
that  once  looked  more  like  a  Mardi  Gras 
troupe  than  a  professional  football  team 
has  Bourbon  Street  rocking.  Anchored 
by  one  of  the  best  defensive  units  in  the 
league,  the  Saints  haven't  had  a  losing 
season  since  1986.  And  with  a  combina- 
tion of  on-field  success  and  savvy  man- 
agement. New  Orleans  is  one  of  the  five 
most  profitable  franchises  in  the  Nation- 
al Football  League.  Revenues  have 
jumped  nearly  tenfold  since  1985,  to  an 
estimated  $50  million  in  1991  (ta- 
ble). Net  profits  this  year  are  ex- 
pected to  hit  $10  million. 

The  muscle  behind  the  team's 
transformation  is  the  blunt,  chain- 
smoking Finks,  who  became  presi- 
dent and  general  manager  in  Janu- 
ary, 1986.  Over  three  decades  in 
front  offices,  the  former  Pitts- 
burgh Steelers  quarterback  has 
l;)uilt  five  winning  teams  in  two 
countries  and  three  leagues,  in- 
cluding the  Canadian  Football 
League  uid  baseball's  National 
League.  But  Finks,  64,  is  best 
known  for  his  accomplishments  in 
the  NFL,  where  he  made  Super 
Bowl  contenders  out  of  the  Minne- 
sota Vikings  in  the  late  1960s  and 
early  1970s  and  drafted  the  key 
players  of  the  1985  Chicago  Bears, 
who  won  Super  Bowl  XX. 
LOW-COST  TALENT.  The  Saints, 
though,  may  be  his  crowning 
achievement.  When  Tom  Benson,  a 
New  Orleans  car  dealer,  acquired 
the  franchise  for  $70.2  million  in 
1985,  the  Saints  were  better 
known  among  their  few  fans  as 
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the  Aints.  Now,  they're  a  league  power, 
with  two  playoff  appearances  in  the  past 
three  years.  And  despite  three  straight 
losses,  the  club  is  still  a  strong  favorite 
to  win  its  first-ever  National  Conference 
Western  Div.  title. 

Finks  and  his  head  coach,  Jim  Mora, 
have  managed  all  this  while  maintaining 
one  of  the  lowest  player  payrolls  in  the 
league.  Finks's  tightfistedness  has  an- 
gered players — and  last  year,  it  may 
have  hurt  the  team.  Starting  quarter- 
back Bobby  Hebert  sat  out  all  of  last 
season  because  Finks 
wouldn't  meet  his  $2 
million-a-year  asking 
price.  "The  Saints 
slipped  to  8-8  and 
missed  the  playoffs, 
and  even  Finks  admits 
the  team  would  have 
won  a  few  more 
games  with  Hebert  in 
the  lineup.  But  Finks 
refused  to  let  the 
quarterback,  who  re- 


THE  SAINTS' 
SIGNIFICANT  STATS 


WIN-LOSS 

1980-85 

1986-91* 

RECORD 

29-60 

57-37 

1985 

1991 

SEASON 

TICKETS  SOLD 

40,000 

51,000 

PER-GAME 

AHENDANCE 

48,559 

67,555 

ESTIMATED 

REVENUES 

$5  million 

$50  million 

"Finks's  first  year  to  Dec.  i,  1991 

DATA:  NEW  ORLEANS  SAINTS,  BW  ESTIMATES 


turned  this  year  to  a  $1  million-a-year 
contract,  throw  his  payroll  numbers  out 
of  whack.  "I  recognize  the  importance  of 
players  being  paid  fairly,"  he  says.  "But 
I  also  recognize  that  this  is  a  business 
where  people  have  their  money  invested. 
And  they  don't  expect  me  to  run  it  like  a 
charity  house,"  says  Finks. 
TOUGH  GUY.  That's  Finks  all  over:  tough, 
stubborn,  and  fiercely  attentive  to  the 
owners'  interests.  He  has  seen  NFL  life 
from  all  sides:  as  player,  coach,  general 
manager,  and  owner.  He  owns  W'.'  of  the 
Saints  and  had  ownership  stakes  in  both 
the  Vikings  and  the  Bears.  "If  you're 
going  to  study  someone  in  the  league, 
you  start  with  Jim,"  says  Ernie  Accorsi, 
executive  vice-president  for  football  op- 
erations at  the  Cleveland  Browns.  That's 
one  reason  several  NFL  owners  backed 
Finks  as  NFL  commissioner  two  years 
ago  to  replace  Pete  Rozelle,  who  was 
retiring.  Paul  Tagliabue  got  the  nod  in- 
stead, but  Finks  now  sits  on  the  league's 
competition  committee,  which  oversees 
rule  changes,  schedul 
ing,  and  the  like. 

Finks  may  be  Mr 
Tough  Guy  with  the 
players,  but  to  the 
fans,  he's  Mr.  Nice 
Guy.  Before  his  arriv 
al,  the  Saints  had  no 
marketing  depart- 
ment. Now,  the  team's 
fan  club,  which  Finks 
started,  has  15,000 
dues-paying  members. 
The  team  throws  an 
indoor  tailgate  party 
before  each  home 
game  and  stages  an 
annual  festival  to  give 
fans  a  chance  to  meet  the  stars. 

The  fans  like  the  attention.  Sea 
son-ticket  sales  have  swelled  28% 
to  51,000,  since  1985,  and  this  yeai 
the  Saints  have  sold  out  ever; 
game  but  one  at  the  69,095-seat 
Superdome.  Regular-season  atten 
dance  this  year  is  up  by  almost 
20,000  a  game  from  1985." 

Like  the  NFL's  owners.  Saints 
fans  hold  Finks  in  high  regard 
"Jim  Finks  and  the  front  office 
are  the  reason  for  the  team's  suc- 
cess. Tom  Benson  brought  a  rea 
professional  in  who  knew  what  h 
wanted  to  do  and  has  stuck  wit? 
it,"  says  Richard  LeCorgne,  whi 
has  missed  only  two  Saints  home 
games  in  25  years.  To  Finks,  wh' 
can't  forget  that  hellish  spring  o\ 
1986,   those  words   must  soun 
sweet  indeed. 

By  Stephanie  Anderson  Forest  ir 
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SPORTS  BUSINEl 


OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICAS  LARGEST 
HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
„cians  and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

Thelravelers] 

You're  better  off  under  the  Umbrella 
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)  1991  The  Travelers  Corpora  Hon . 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


Art  Collectibles 


Send  S2  lur  catalog  of  fascinating 
Natural  Historv  Gilts  &  fossil  replicas 
SKLU.LDUGGKRY  •  624  South  B  St 
DeplBLl  •  Tustin.  CA  4:6X0 
(714)  X't2-X4XX 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1-800-747-3242 


Sales  Promotion  Marketing 


120,000  Manufacturers 
in  one  directory 


Now  there's  one  convenient  source 
lor  ttie  biggest  spentders  in  U  S 
industry.  These  manufacturers 
account  for  over  $1  trillion  in 
purchases  each  year.  Why  shouldn't 
they  be  buying  from  you''  Listings 
include  contact  names,  number  of 
employees,  SIC  codes,  sales 
volume,  and  more.  All  this  for  only 
$315...  an  amazing  bargain! 

Call  (402)  593-4600 
to  order  your  copy  today  ^^-.g, 


American  Business  Directories 
P.O.  Box  27347  •  Omaha,  NE  68127 
Fax: (402) 331-5481 


Financial  Sen^ices 


NO  TIME  TO  READ 
STOCK  REPORTS? 


We  will  supply  ^ 
you  with  our 
stock  recommen- 
dations on  cassette, 
so  you  can  listen 
while  driving  or  whenever 
you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
ple^sf*  call  us  toll-free  at 
l-SOO'526-9401. 

Minimum  account:  $50,000. 

Tlie  Lanyi  Division  of 
L.^denburg,  Tlialmann  &  Co. 
540  Madison  Avenue 
New  York,  NY  10022 


BUSINESSr^WEEK 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


InternationafMarketing 


INTERNATIONAL  AUDIO  GUIDES 

Business  customs,  protocol  and  negotiating  tactics  in  16  foreign  countries. 

Get  che  latest  on  everything  you  need  to  conduct  a  successful  business 
overseas,  starting  from  initiating  and  closing  a  deal  to  proper  manners  and 
dress  Each  cassette  and  booklet  cover  a  particular  country  —  (a  only  $14  95 

Sove  $40  00  when  you  purchase  a  complete  set  of  16  cassettes  and  booklets, 
Reg  $239  00.  your  price  ~  $199  00  Add  $2  50  for  S&H  if  purchased 
individually  add  $6  00  for  a  set 

The  countries  are  Australia.  France.  Germany  Great  Briuin.  Indonesia, 
Japan,  Korea,  Malaysia,  Mexico,  Philippines,  Scandinavia.  Smgapore.  Soviet 
Union,  Spam.  Thailand,  United  States 

To  order  call:  1-800-626-2772.  To  get  more  information  call  708-945-9516 
International  Cultural  Enterprises,  1241  Dartmouth  Ln  ,  Deerfield.  IL  60015 


Capital  Avaiiabie 


IMMEDIATE 
CASH 

FOR  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 
417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


Computers  'Office  Equipment 


MffmflRYmflc 


INOUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Display  Screens 
and  Your  Health 


lutaci 


volutto 


ary  displa 


jen  tiller  sysiem  lhal  does  away  with  bolh 
eleclrostalic  radialion  ol  screens  and  the 
[  charge  o!  use's  themselves  A  market  tirst 
'^based  on  a  totally  new  mvenlion  (patents 
pending),  the  system  has  been  successfully 
'  tned  and  tested  by  otiicially  fecognised 
institutes  in  many  countries  The  product  has  no 
f  price  competition  and  enormous 
^  profit  polenttal  Sales  in  Scandinavia  .J| 
s  presently  on  the  up  and  up  an 
we  are  now  on  the  look  oul  lor 
distnbutors  in  ihe  U  S  A 


Storgalan  45,  S-392  31  Kalmar,  Sweden 
Telelax  -1-46  (Sweden)  480  138  31 


V  IDKO  (,l  IDE  TO 
PROJECT  EUROPE  1992 


This  45  mm.  business  prc.scnlatitm  priced  at 
$195  sheds  lighl  tm  the  business  issues  related 
to  the  new  [luropcan  Common  Market. 

"/  encourage  U.S.  execultves  to  view  this 
tape"  Jean  Claude  Goldensteln 

Ernst  8l  Young 

"...  a  most  useful  teaching  and 
inforrrkUional  tool..." 

The  Institute  of  World  Affairs 

Project  advisor: 

C.  Matthews,  EC  Delegation  NV 


For  brochure  call  or  write: 
MultiMedia  Inc.  1-800-682-1992 

91  Wcstcrvelt  PI.  Crcsskill.  NJ  Cr7626 
outside  the  US  call  (201 )  569-7599 


Financial  Services 


What  you  don't  know  about , 
investing  couid  fiii  a  booit... 


And  It  Has  -  I 


The  1992  $upei1rader's  Almanac 


by  Frank  A.  Taucher 


Free  brochure 
1-800-878-7442 


Furniture 


Stant/  for  Success 

t*  irh  our  ma^nificant  Ergonomic 
Stand-Up  Desks 

•  Thmk  bener  ■  Work  bener 

•  Fee!  filler  •  Makes  a  great  gifi 

/(  wofkti  lor  Ckutrhitl,  Htmugway. 
Fnutkfitiur,  Jtfftnon  aiul  many  otken 


it 


Newsletters 


"VIETNAM  NOW"  a  monthly 
newsletter  by  CAL  THAI  Trail- 
ing Co.,  Ltd.  of  Thailand.  1  year 
@  $95.  Send  check  or  money 
order  to: 

Pearce  Schaudies, 
5228  Millcreek  Lane, 
San  Jose,  CA  95136 


Software 


SAVE  TIME!! 

Balance  checkbool^  with  PC  Menu  driven 
spreadsheet  template  posts  transactions, 
dhaiyzes  0/S  items,  maintains  balance,  rec- 
oncilestobank  Multiplereports  Available 
for  Lotus,  Quattro,  SC5.  Excel  Specify 
spreadsheet  and  diskette  format  $9  95  -i- 
$4  00  S/H  to 

Battle  Ridge  Communications 
P.O.  Box  231,  Dept.  223 
Downingtown,  PA  19335 


jt.itpti 


Stockroom  Inventory  & 
Purchasing  Software 

For  inventory  which  is 
Issued  ,..  not  sold. 
For  free  demo  (MS  DOS),  call 
Fogle  Computing  800-845-7594 


Travel/Vacations 


50%  OFF  At  Over  2000 

Hotels/Condos  Worldwide 
Up  to  50%  OFF  on  1000  Cruises, 
Discounts  on  Car  Rentals,  &  Air  Fare! 

FREE  COLOR  BRQCHURE  . 


CALL:  307-276-3693 
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Business  Opportunities 


^        SIX  FIGURE  ^ 

INCOME  POTENTIAL  PER  YEAR 

✓ NO  INVESTMENT  ✓ 
FC«AVtl?yUMITEDll^€,  ^ 

Own  your  own  Advartising  Co. 
B«  port  ol  a  Pr«*tiglou>  Indutiry 

For  (tee  Info  Call 

1-800-875-2252  EXT.  102 

Of  write:  A<ivesl  Advertising.  Inc.  DPMT  .  B 
22(XKM  Darby  Rd  Haverlown.  PA  19083j 

 y 


Education/Instruction 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Llle  and  Acailemic 
Experience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  ,  Depi  170 
Los  Angeles,  CA  90049  USA 


Christmas  Items 


**  EASY  TREE'"  *★ 

7ft.  FRASER  FIR  Christmas  Tree 

Mounted  to  our  TRU  STAND" 
Boxed,  shipped  HPS,  S&H  Included 
2  MINUTE  NO  TOOI5  SET-UP 
Order  .  .791B,.. .$99.95 
Add  810  WEST  of  Mississippi  River 
t^C/VISA,  Ctieck    Warranty  by, 

TWO  ELVES  FARM,  INC. 

Rt  1,  Bx  160,  BakcrevUle,  NC  28705 
800-42  ELVES: Fax  704-688-4050 


111  I0f3, 


^TSTLO: 

UiltaidLl 

i-;ii 

AskFof, 


tdNVEflTERi 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKnriAa 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (31 2)  337-3633 


Energy  Conservation 


Comfort  thai  you  l)ave  to  leel  to  believe 

ENERJOY  RADIANT 
PEOPLEHEATERSe 

I  Inslalls  like  lighlino  lijitutes— ceilmo  surface 

wall  Of  T-b3i  griij— new  of  relrofil 
I  Full  range  of  siies  <V)i2'  thru  i  iS  )  and 
vollaoes  lor  llenible  mstallalion  options 
I  Quick  response  tor  instant  comlorl 
)-386-3848     ■  Underdesk  heater  I0OW/12OV  59  95  delv'd 

HC.  INC..  PO  Box  769.  Old  Saybrook.  CT  06475 


 Business  Services 

RESEARCH  RffORTS. 

9,278  academic  topics  available' 
iend  $2  00  for  the  272-page  catalog 
lustom-written  reports  also  available 
RESEARCH  ASSISTANCE 
1  1322  Idaho  Ave  ,  #206BF, 
Los  Angeles.  CA  90025 
Toll  Free  Hotline:  800-351  0222 
(California:  310-477-8226) 


UR  OWN  COMPANY  |       ■  ■ 

lewsletter 


Our  one-stop  publishing  and 
mailing  service  makes  it  easy, 
ree  info  and  prices:  (800)  359-5993 

f  you're  serious  ahout  doing  a  newsleHcr, 
Dijfa  Express  is  ihe  only  way  to  go  " 

DATA  EXPRESS  INC.  CLIENTS  NATIONWIDE 


900  Phone  America  '™) 

"The  Leader  in  Turn-Key 
800/900  Audiotext  Systems" 
lis  FCC  approved  900#  and  ad  will 
jnerate  (tens  of)  thousands  (of  dollars) 
3w  you  can  do  the  same  To  register  for 
lur  phone  America""' Advertising  sys- 
m,  complete  with  900#,  1-900-446-7499 
It.  1083,  100%  refundable  $24  95 
dded  to  phone  bill) 


AT&T  LONG  DISTANCE 

UP  TO  30%  DISCOUNT 
NEVER  ANY  CHARGE 
Outbound  L/D  &  Inbound  -gOO- 

1-800-NTA-SDN-l 

(Davl 

1-212-606-4042 

(Evenings/Weekends) 

Ask  For  Awards  Desk 


AD-PRENEUER 

o\e&  advertising  service  company  with  no 
mpetition  ..  Nobody  dues  what  we  do 
lique  broadcast  technology  Fortune  500 
2nts.  14  years  in  business  Impressive 
3SS  profit.  Perfect  fit  for  consumer  prod- 
ts  manufacturer,  ad  agency  or  large  retail 
ain,  wanting  to  cut  advertising  production 
St  60%.  Gain  24  national  clients  in  the 
3cess 

luires  to  John  Reeves  at;  1-800-253-5125 


Cable  TV 


ABLETVDESCRAMBLERS 

ONVERTERS,  ACCESSORIES 

ime  Brands.  Lowest  Prices.  Best  Service. 
For  FREE  16-page  color  catalog  call 

'c'o'^'^ANr  (800)  234-1006 


REE  CATALOG!  1-800-345-8927 
ERROLD  HAMLIN  OAK  ETC. 

CABLE  TV  EQUIPMENT 


•  Special  Dealer  Prices'  •  Compare  Our  Low  Retail 
Pricesi  •  Orders  From  Stock  Stiipped  Immediately' 
•  Guaranteed  Warranties  S  Pnces' 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
ly/i  Reseda,  Dept  650     Reseda,  CA  91335 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  hacV  pain 


■  Built-in  adjustabi 
lumbar  support 

•  Adjustable 
neck  rest 

•  Foruiard-tilt 
feature 


D«tt,KJdVgr  1-800.251-2225  or  wrilt 
SSJcffnyAiw..  Pept.  BWE.  HoUitton.  MA  01746 


ETMG  Palieni  Befort 


BAID  SPOT  GONE 

THE  PERMANENT  SOLUTION 

Your  Own  Living  Hair 
Bald  Spots  Removed 
Artistic  Hairlines 
No  Bandages  or  Staples 
No-Cost  Consultation 

OFFICES 
NATIONWIDE 

1-800-362-HAIR 

AIRFARE  PLAN 


The  Eluott-Thomas  Medical  Group 


HAIR    RESTORATION  SP((tAllST' 


ISii 


Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"uj'm  in  a  brief  case 
is^fitness  cogo" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
H/IADISON.  Wl  53715 

M3de  rn  tNe  USA 


Menswear/Fashion 


Men's  Clothiers  Since  1922 

Call  or  write  for 

FREE  CATALOG 

1-415-454-1565 
925  4m  St.,  San  Rafael,  CA  94901 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  wirh  your  Iok" 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  lor  an 
indefinite  period  t)f  time!  Minimum  (.irder  just  12  shirts,  for  a  price  list  and  catalogue 


pie 


call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BW112,  119  N  11th  St.,  Greenpoint.  NY  11211 


Popcorn  %(// Tins 

'  Homemade  caramel. 
Cheddar  &  plam 
2  gallon  tin  $18.95 

Phone  orders 
1-800-776-2676 
FREE  Catalog 
The  Popcorn  Store. 

275  ie«  Ave  .NY  W028 


  Tlie  Varsity  Jacket  

Made  To  Order  •  Clioice  Of  Colo 

Theft  nest  wools  f  leatK  ers. 
Custom  EmLroidereJ 
Your  logo,  crest  or  monogram. 
203-2fi6-4435 
Whipstick  Farm  Embroidery 
Woodhurv,  CY 


The  Original  Quality 
Deluxe  Logo  Watches 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the 
dial  of  this  elegant  watch 
Precision  quartz  movement, 
goldtone  case,  leather  strap, 
sweep  second  hand  with  1  year 
warranty.  Remarl<ably  inexpensive 
even  in  small  quantities. 

To  get  a  good  idea..  Send  U  S 
$16.50  along  with  any  size  logo  on 
letterhead,  photo  or  artworl<.  We'll 
rush  you  a  working  personalized 
watch  sample.  Ideal  for  incentives, 
premiums,  gifts,  awards,  etc.  (Lmt. 
2  per  company  $16.50  ea.) 

UNIONWIDE  Watches  Inc. 

(manufacturers) 

671  Brea  Canyon  Rd..  Suite  3 
Walnut,  CA91789 
Tel:  (714)  598-7299 
Attn:  Mr,  Yale 


Remington  Bronzes 

Now  available  to  collectors... 
Full  size,  museum  quality. 
Lost-wax,  hot-cast,  bronze 
reproductions  of  23  worlds 
by  Frederic  Remington 
FREE  COLOR  CA  TALOG 
Mountain  Man   HT:29-  $695 

MUNYON  &  SONS 

1119  Wavetty  HIi  Dr. ,  Thousand  Oaks,  CA  91 360 
FAX  1  «»  496-7842, 
VISA/MC/AM  EX  1  800  289-2850 
FREE  SHIPPING-SATISFACTION  GUARANTEED 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  Y  LOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THF  rORPORATF  THnirF 


mess 


tOlTED  BY  AMY  DUNKIN 


Computers 


MULTIMEDIA  IS  HERE 
AND  IT'S  AMAZING 


Imagine  you  can  control 
the  action  on  your  TV  from 
your  sofa.  After  selecting 
a  video  program,  you  grasp 
your  remote  control  and  as- 
sume the  role  of  a  character 
in  a  mystery,  a  visitor  to  a 
museum,  or  a  game  show  con- 
testant. Meanwhile,  across 
the  house,  another  family 
member  is  working  a  personal 
computer  that  not  only  plays 
a  symphony  as  crisply  as  a 
compact-disk  player  but  also 
displays  video  and  animation. 

Well,  stop  imagining.  After 
years  of  hype,  so-called  multi- 
media technology  finally  is 
available  in  consumer-elec- 
tronics and  computer  stores. 
MUPPET  MATH.  In  essence, 
multimedia  systems  are  a 
melding  of  the  CD,  the  PC,  and 
the  TX — a  techno-utopian  idea, 
for  sure.  But  because  each  of 
these  technologies  is  advanc- 
ing rapidly  and  combining  in 
different  ways,  you  may  want 
to  see  how  it  all  shakes  out 


additional  ability  to  connect  to 
your  TV  and  play  CD-I  disks 
that  look  like  music  CDs  but 
also  contain  interactive  video. 

The  interactive  part  is  the 
key.  Instead  of  just  watching 
Sesame  Street,  for  example, 
kids  can  participate  in  it.  Er- 
nie and  Bert  appear  on  the  TV, 
invite  you  into  their  apart- 
ment, and  guide  you  through 
activities.  Using  a  hand- 
held   remote  control 
with  a  tiny  joystick,  you 
can  examine  items  in  their 
living  room.  Select  a  boo 
and  it  will  open  so  that 
you  and  Ernie  can  read 
together.  Pick  the  Mup- 
pets'  TV,  and  they 
guide  you  through  an 
interactive  arithmetic  lesson. 

Dozens  of  available  CD  I  ti- 
tles, priced  from  $25  to  $50 
each,  work  in  a  similar  way. 
Treasures  of  the  Smithsoni- 
an lets  you  visit  150  exhibits 
at  the  Washington  museum 
complex  in  whatever  order 


municate  with  the  outside 
world.  And  unlike  a  PC,  it's 
not  expandable.  You  won't,  be 
able  to  add  new  options  as 
they  become  available — which 
is  certain  to  happen. 

If  you  prefer  a  func- 
tional computer, 
there's  the  MPC, 
with  the  "M" 


standing  for  multi- 
media. Ten  manufacturers,  in- 
cluding Tandy  and  Com- 
puAdd,  are  selling  MPC 
machines,  which  are  souped 
up  IBM  PC  clones.  All  have  in 
common  a  built-in  CD  player 
that  sends  digital  audio  to 


CD  +  PC  +  TV 


CARMEN  SANOieCO:  GEOGRAPHY  FUN 


111)^  IBM-compatible  per- 
If  II  V  sonal  computers  with 
a  built-in  CD  player  and  digital 
audio-video  capabilities.  Manu- 
factured by  Tandy  and  9  other 
companies.  Includes  Microsoft 
Windows.  Priced  from  $2,600 


^^Tll  These  look  like  large 
\AJ  I  Y  CD  players.  But 
they  can  turn  your  television 
into  an  interactive  computer 
that  plays  video  and  animation. 
Priced  at  $799 

Note:  Prices  do  not  reflect  retail  discounting, 
which  are  about  25%  lower        data  Bw 


before  you  count  yourself 
among  the  first  buyers  of 
these  relatively  pricey  setups. 

By  far  the  simplest  system 
is  CDT,  unveiled  in  October  by 
Philips  Electronics,  the  Dutch 
giant  that  developed  compact- 
disk  technology  with  Sony. 
The  $1,000  "Imagination  Ma- 
chine" plays  conventional  5- 
inch  music  ■  Ds  and  can  be 
hooked  up  'o  virtually  any 
stereo.  The  selling  point  is  its 


you  like.  You  can  learn  about 
the  Apollo  11  spacecraft  and 
then  play  an  ancient  thumb- 
piano.  Already,  Sony  and  Mat- 
sushita have  licensed  the  tech- 
nology in  order  to  market 
their  own  CD-I  systems. 

The  drawback  of  CD-I  is  that 
it  hardly  acts  like  the  micro- 
processor-controlled computer 
that  it  is.  Since  there's  no  way 
to  connect  a  modem,  it  can't 
retrieve  information  or  corn- 


speakers  or  headphones.  Plus, 
each  has  graphical  windowing 
software  from  Microsoft.  The 
systems  play  conventional 
music  CDs,  so  you  can  do 
spreadsheets  to  Spring- 
steen. But  the  real  selling 
point  is  the  ability  to  run 
lookalike  CD-ROM  disks 
that  contain  a  rich  mix 
of  sounds,  photos,  mov- 
ing pictures,  and  print- 
ed information. 


"iSO  SUSINESS  Vi/EEK/DECEMBER  16.  1991 


The  more  than  60  CD-ROM 
programs  available  for  the 
MPC  are  different  from  the  CD- 
I  titles.  They  generally  contain 
less  video  but  much  more  ref- 
erence material.  Perhaps  the 
best  example  is  Cornpton 's 
MultiMed  ia  En  cyclopedia, 
which  combines  32,000  arti- 
cles, 15,000  images,  and  60 
minutes  of  sound  in  one  inter- 
active program.  When  you 
want  to  learn  about  whales, 
for  instance,  you  not  only  get 
several  long  articles  on  them, 
but  you  also  can  view  photos 
of  humpbacks,  hear  the  sound 
of  them  communicating,  and 
even  watch  an  ani- 
mation   of  one 


swimming.  Smii- 

the  MPC  version  of  the 
lar  geography  game 
■e  17}  the  World  Is  Car- 
Sandiego?  is  a  CD-ROM 
with  far  more  anima- 
photos,  and  music  than 

be  crammed  onto  con- 


store  all  the  needed  multime- 
dia files.  And  you'll  want  a 
fast,  80386  microprocessor,  so 
that  you  don't  have  to  wait  30 
seconds  or  so  for  images  to 
appear  on  screen.  Today,  such 
a  system  would  cost  more 
than  $3,000.  Or  you  can  buy 
an  upgrade  kit,  for  about 
$1,000,  that  can  turn  your 
IBM-compatible  PC  into  a  mul- 
timedia machine  complete 
with  CD-ROM  drive. 

Since  there  are  so  many 
ways  to  use  multimedia,  en- 
thusiasts are  predicting  that 
the  concept  will  widen  inter- 
est in  computers.  For  in- 
stance, starting  next  year, 
photofinishers  equipped  with 
Kodak's  Photo  CD  system  will 
be  able  to  put  up  to  100  of 
your  snapshots  onto  a  single 
CD.  Then  you'll  be  able  to 
show  those  pictures  on  a  mul- 
timedia PC  or  CD-I  machine.  In 
addition,  some  multimedia  set- 
ups allow  you  to  take  stan- 
dard video  from  a  VCR,  edit  it, 
add  sound,  graphics,  and  text, 
and  then  send  it  back  to  the 
VCR  for  viewing.  Likewise, 
you  can  hook  up  musical  in- 
struments, such  as  electronic 
keyboards,  to  an  MPC  and  edit 
songs  or  overdub  sounds  on 
top  of  a  melody — like  a  pro- 
fessional record  producer. 

In  fact,  multimedia  aficiona- 
dos have  been  doing  video  and 
music  editing  for  years  on 


I,  it's  expandable  in  myriad 
ways.  For  $249,  you  can  add  a 
keyboard,  a  mouse,  and  a 
floppy-disk  drive  to  the  $799 
machine,  transforming  your 
television  into  a  working  com- 
puter that  can  do  word  pro- 
cessing and  run  the  thou- 
sands of  programs  developed 
for  the  Amiga  over  the  years. 

CDTV  also  plays  special  vid- 
eo CDS.  Costing  from  $30  to 
$80,  the  nearly  100  titles  now 
available  are  generally  not  as 
sophisticated  as  CD-I  pro- 
grams. Nor  are  they  as  infor- 
mation-rich as  most  MPC  titles. 
Instead,  CDTV  programs  such 
as  the  Lemmings  game  in- 
cluded with  the  system  seem 
like  a  more  sophisticated  form 
of  Nintendo.  (Nintendo  plans 
to  add  a  CD-ROM  drive  to  its 
popular  game  machines.) 
INCOMPATIBLE.  Like  Commo- 
dore, Apple  has  long  been  a 
leader  in  multimedia,  except 
that  its  forte  has  been  in  edu- 
cation, where  kids  use  com- 
puters as  an  adjunct  to  class- 
room learning.  Some  of  the 
best  educational  software  on 
CD-ROM  was  available  first  on 
the  Macintosh.  Apple's  most 
inexpensive  machines,  howev- 
er, are  black  and  white,  which 
means  you'll  miss  out  on  all 
the  colorful  images. 

Of  course,  none  of  these 
four  different  systems  is  com- 
patible,  meaning  interactive 


=  MULTIMEDIA 


&  I  A  ^  Apple's  Macintosh 
IVIn  V  can  play  music  and 
display  video.  A  drawback  is 
that  the  inexpensive  models 
($1,000  and  up)  are  in  black 
and  v/hite.  CD-ROM  drive 
($799)  needed  for  mass  storage 


CD-I 


Like  CDTV,  these  are 
machines  that  attach 
to  your  television  set  and  play 
digital  video  and  audio  from 
special  CDs.  Controlled  by  a 
remote  device.  Developed  by 
Philips.  Priced  at  $1,000 


SMITHSONIAN:  YOU  LEAD  THE  TOUR 


ventional  computer  diskettes. 

The  main  drawback  of  MPC 
is  the  expense.  The  machines 
are  about  $800  more  than 
comparable  models  of  ordi- 
nary PCs,  and  the  software 
titles  can  cost  hundreds  of 
dollars  each,  although 
many   are   in   the  $80 
range.  Most  important, 
though,  you'll  want  a 
lai'ge  hard-disk  drive,  per- 
haps 80  megabytes,  to 


machines  from  Commodore. 
Since  the  introduction  of  its 
Amiga  computer  in  1985, 
Commodore  has  been  regard- 
ed as  a  leader  in  multimedia. 
Last  February,  Commodore 
brought  out  CDTV,  which  is 
being  marketed  more  like  a 
piece  of  consumer  electronics 
than  a  computer. 

Like  CD-I,  the  CDTV  system 
is  a  CD  player  that  attaches  to 
your  television.  But  unlike  CD- 


CDs  for  one  machine  won't 
run  on  another.  But  that's  not 
the  main  reason  to  hold  off  on 
buying.  In  two  years,  you 
may  spot  CD-I  and  CDTV  play- 
ers for  about  $400  and  power- 
ful MPC  or  Mac  setups  for 
about  $1,200.  Buy  now,  and 
you'll  pay  nearly  twice  that. 
On  the  other  hand,  you  could 
be  the  envy  of  your  block  as 
you  enjoy  a  multimedia 
Christmas.     Evan  I.  Schwartz 


)NAL  BUSINESS 


BUSINESS  WEEK/DECEMBER  16,  1991  131 


iilonaTBiismess 


tanks  and  barrels 
made  of  the  prefera- 
ble French  and 
American  oak.  The 
result:  fruitier,  crisp- 
er  white  wines  and 
smoother,  more  re- 
fined reds. 
HALLMARK.  Chile's 
potential  is  now  so 
promising  that  Cha- 
teau Lafite-Roth- 
schild  bought  50%  of 
Chile's  Los  Vascos 
winery  in  1988.  And 
Franciscan  Vine- 
yards of  Napa  Val- 
ley invested  in  Erra- 
zuriz  Panquehue, 
creating  the  Cali- 
terra  export  label. 

Restaurants  are 
noticing.  Biba,  a  Bos- 
ton eatery  that  fea- 
tures "equatorial" 
cuisine,  has  served 
Chilean  cabernets  and  will 
feature  a  Chilean  wine  as  its 
$5-a-glass  house  chardonnay 
next  spring.  "I'm  surprised  by 
the  quality,"  says  Craig  Gan- 
dolf,  Biba's  wine  buyer. 
"They  have  worked  very  hard 
to  make  their  wines  of  a  more 
international  style." 

The  country's  hallmark  has 
been  red  wines.  "They  haven't 


mastered  the  whites  yet," 
contends  Fred  Robbins,  man- 
ager of  The  Wine  Shop  in  San 
Francisco.  Indeed,  Chilean 
whites  seem  less  fruity  and 
lively  than  their  California 
counterparts.  Even  the  reds 
often  lack  the  generous  flavor 
of  a  California  cabernet. 

Still,  there  are  credible  con- 
tenders. Among  the  Chilean 


cabernets,  Cousiho 
Macul's  Antigua 
Reservas  is  a  robus 
$10  selection  witl 
well-defined  wood 
flavor.  It  tastes  sub 
stantially  better  thai 
Cousiho-Macul's  reg 
ular  $7  cabernet 
Also  worth  trying 
a  $6  Los  Vascos  cab 
ernet.  In  merlots,  B: 
ba's  Gandolf  favor 
Santa  Rita  or  Cor 
cha  y  Toro. 

Among  its  whit 
wines,  sauvigno 
blanc  has  bee 
Chile's  strength 
while  chardonnay 
a  newer  endeavor 
Santa  Rita's  $7.5' 
sauvignon  is  cris 
and  very  dry  whi 
retaining  substanc 
and  character.  Cal 
terra's  $5  sauvignon  is 
pleasing  bargain.  For  chai 
donnay  lovers,  Gandolf  rec 
ommends  Santa  Rita's 
Medalla  Real. 

Chile  has  been  making  win 
since  Spanish  conquistador 
brought  vines  in  the  16th  cer 
tury.  Now,  the  Old  Worl 
transplants  are  gaining  Ne^ 
World  acclaim.      Maria  Sha 


Smart  Money 

THE  'JANUARY  EFFECT': 
IT  AIN'T  WHAT  IT  USED 


Wine 


BOTTLED 
BARGAINS 
FROM  CHIIE 

When  was  the  last 
time  you  bought  a 
decent  bottle  of 
wine  for  less  than  $10?  Bar- 
gain hunters  put  off  by  prices 
of  California  or  French  varie- 
tals  are  discovering  unbeat- 
able values  in  wines  from 
Chile.  At  $4  to  $10  a  bottle, 
they're  often  half  the  price  of 
their  cousins  from  Napa  or 
Bordeaux. 

In  the  U.  S.,  Chile  has  rock- 
eted from  a  blip  to  No.  3 
among  imported  wines,  after 
Italy  and  France,  surpassing 
Germany.  The  gains  follow 
big  improvements  in  quality 
since  the  late  1980s.  For 
years,  Chile's  wines  were 
rough,  tough  clunkers,  practi- 
cally in  the  jug-wine  category. 
Now,  Chilean  wineries  are 
adopting  modern  production 
techniques,  jettisoning  cement 
vats  and  antiquated  Chilean 
oak  casks  for  stainless-steel 


In  the  past,  investors  have 
made  quick  profits  on 
small  stocks  by  playing  an 
annual  phenomenon  known 
as  the  January  Effect.  This 
rapid  rise  in  small-cap  prices 
during  the  first  two  weeks 
of  the  year  typically  follows 
two  end-of-year  events:  In- 
vestors sell  shares  to  balance 
gains  with  losses  for  tax  pur- 
poses, and  investment  man- 
agers unload  lesser-known 
stocks  and  underperformers 
to  dress  up  their  portfolios 
for  yearend  review.  Then  the 
New  Year  comes,  and  inves- 
tors rush  back  into  these 
small-cap  stocks. 

But  the  January  Effect 
isn't  what  it  used  to  be.  One 
reason:  Professional  arbitra- 
geurs have  taken  notice,  and 
they  are  using  the  calendar 
to  profit  from  small  move- 
ments in  stock  prices.  But  by 
I   anticipating  the  January  Ef- 
;|  i;  ct,  the  arbs  are  diminishing 
l|  it-,  impact.  "When  such  pro- 
i  


fessionals  enter  the  market, 
it's  very  difficult  to  predict 
what's  going  to  happen," 
says  Josef  Lakonishok,  co- 
author of  The  Incredible 
January  Effect  (Dow  Jones- 
Irwin,  $24.95). 
Donald  Keim,  finance  pro- 


PUVYING  BY 
THE  CALENDAR 
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fessor  at  the  University  of 
Pennsylvania,  cites  a  built-in 
hurdle:  Spreads  between  the 
bid  and  asked  prices  of  inex- 
pensive, OTC  stocks  are  typi- 
cally 57'  or  more.  When  indi- 
viduals buy,  they  usually  pay 
the  higher,  asked  price,  but 
they  sell  for  the  lower,  bid 
price.  That  difference,  added 
to  brokerage  commissions, 
can  eat  into  the  profits  on 
any  January  gains. 
COLD  SNAP.  Even  sophisticat- 
ed investors  who've  profited 
from  the  January  Effect  are 
backing  off.  Take  Bonnie 
Wachtel,  vice-president  of 
Wachtel  &  Co.,  a  Washing- 
ton (D.  C.)  brokerage.  In 
each  of  the  past  five  years, 


she  has  invested  about 
$100,000  in  a  dozen  down- 
trodden small  stocks,  which 
she  buys  in  the  last  three 
days  of  December  and  sells 
in  January.  Her  average  an- 
nual return  over  the  period 
has  hit  12%',  after  commis- 
sions of  Z<t  a  share. 

But  last  year,  when  the 
market  was  down,  her  mod- 
est portfolio  fell  3.9%,  com- 
pared with  drops  of  9%-  in  the 
S&P  500  and  5%  in  the  Dow. 
She  would  have  lost  even 
more — 7.5%' — if  she  were 
paying  commissions  in  line 
with  the  average  6$  a  share 
most  small  investors  pay. 

Wachtel  is  still  deciding 
whether  to  put  in  the  time 
and  effort  this  year  to  play 
the  January  Effect.  She's 
more  certain  about  her  ad- 
vice to  investors:  Look  for 
bargains  this  month  in  blue 
chips  and  small  stocks,  and 
don't  count  on  quick  gains  ir 
January.         Geoffrey  Smith 
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You  are  free  of  bankcard  debt 
and  the  eternity  of  revolving  interest  payments. 
Your  financial  life  is  under  control. 
You  are  calm. 


The  Card. 
The  American  Express  Card. 


MSjpna  Busjness 


Books 


HAVE  YOURSELF 

A  COFFEE-TABLE  CHRISTMAS 


The  opulence  of  things 
past,  distant  and  exotic 
locales,  high-style  photo- 
graphs, contemporary  art, 
and,  of  course,  sports — 
they're  all  on  view  in  this 
year's  best  coffee-table  books. 


■  YULETIDE  PICKS:  A  BREEZY 
TRANSPORTATION  HISTORY... 

Russia  is  hot,  making  Mos- 
cow Revealed  (Abbeville,  $50) 
timely.  With  sumptuous  pho- 
tos and  pithy  text,  it  goes  in- 
side czarist  palaces,  gilded 
churches,  and  grand  public 
buildings.  The  exposed  me- 
tropolis is  surprisingly  invit- 
ing. Just  as  appealing  is  The 
Golden  Ring  (Abbeville,  $45), 
a  tour  of  nine  medieval  cities 
near  Moscow,  Zagorsk  and 
Suzdal  among  them.  As  a 
chronicle  of  a  bygone  era,  the 
book  will  satisfy  history  ma- 
vens.  Others  will  appreciate 
the  rich  photographs  that  cap- 


ture the  spirit  of  Old  Russia. 

For  pure  opulence,  it's  hard 
to  beat  The  Splendor  of 
France  (Rizzoli,  $110),  a  two- 
inch-thick  tome  that  presents 
the  stately  exteriors  and  lav- 
ish interiors  of  more  than  40 
of  France's  most  elegant  cha- 
teaus  and  estates.  Each  chap- 
ter, detailing  such  magnifi- 
cent places  as  Vaux-le- 
Vicomte  (owned  by  Louis 
XIV's  finance  minister),  in- 
cludes a  brief  history. 

On  the  lighter  side,  0)1 1 y  i>i 
America  (Knopf,  $35)  is  a 
charming  book  that  captures 
some  preposterous  U.  S. 
sights.  Where  else  would  you 
find  huge  fake  crayons  ap- 
pended to  a  half-colored  house 
or  an  office  building  shaped 
like  a  bulldozer? 
MARSH  MELLOW.  You'll  be 
stunned  by  the  gorgeous 
swamps,  bogs,  and  marshes 
in  Wetlands  of  North  Ameri- 
ca (Thomasson-Grant,  $39.95). 
The  book  helps  show  why 
these  complex  ecosystems 
must  be  preserved.  And  it 
guides  readers  to  some  of  the 
best  wetlands  to  visit. 

Mother  Nature  also  aston- 
ishes in  Antarctica  (Running 
Press,  $19.98).  It  displays  this 
vast  wintry  wonderland's  rug- 
ged terrain  and  dramatically 
recounts  how  its  discovery  ig- 
nited a  race  among  interna- 
tional exploration  teams. 

7   ...AN  AFFECTIONATE  LOOK 
AT  THE  NATIONAL  PASTIME  AND 
A  DUFFER'S  DELIGHT,  RIFE  WITH 
ANECDOTES  AND  STATS... 


Speaking  of  teams,  an  af- 
fectionate look  at  the  national 
pastime  is  available  in  Base- 
ball in  America  (Collins,  $45). 
Roaming  from  Shea  to  sand- 
lot,  the  book  goes  beyond 
sports  pages  to  portray  the 
many  events  that  make  up 
baseball.  But  it  lacks  the  sta- 
tistics some  buffs  want.  That 
problem  doesn't  hurt  Grand 
Slam  Golf  (Abrams,  $49.50), 
which  tours  30  prominent 
courses  that  regularly  host 
the  Masters,  U.  S.  Open,  Brit- 
ish Open,  and  PGA  Champion- 
ships. Offering  plans,  descrip- 
tions, and  photos  of  such 
courses  as  St.  Andrews  and 
Shinnecock,  the  book  is  a 
handy  companion  for  TV-view- 
ing golf  fans. 

Serious  hunters  might  like 


ANTARCTICA 


■  ...A  DRAMATIC  VOYAGE  TO 
THE  BOTTOM  OF  THE  GLOBE... 

The  Story  of  the  Sporting 
Gun  (Trafalgar  Square,  $75), 
which  traces  in  art  and  words 
the  history  of  guns  and  game 
birds.  One  drawback:  It  focus- 
es most  heavily  on  the  sport 
in  Britain.  Then  there's  The 
Horse  (Abrams,  $45),  an  ele- 
gant essay — in  words  and  pic- 
tures— about  this  symbol  of 
wildness,  status,  and  beauty. 
MOON  BUGGIES.  Vehicles 
(Macmillan,  $39.95)  salutes 
the  world's  most  significant 
mechanical  horses — and  more. 
This  beautifully  illustrated, 
well-written  book  provides  de- 
tails of  the  origins,  design, 
and  journeys  of  some  50  rec- 
ord-setting conveyances,  from 
Magellan's  tiny  ship  to  Apol- 
lo's lunar  rovers. 

Art  Since  Mid-Century 
(Vendome,  $50)  contains  re- 
productions of  many  contem- 


■   ...AND  A  TOUR  OF  NINE 
MEDIEVAL  CITIES  NEAR  MOSCOW 

porary  masterpieces,  but  tliis 
is  no  mere  picture  book.  It's  a 
substantive  survey  that  puts 
postwar  art  in  perspectivt 
without  making  biased  valut 
judgments.  As  a  cultural 
chronicle,  it's  a  winner. 

For  photography,  thercV 
Passage  (Knopf,  $100),  whicf 
contains  many  memorable  im- 
ages from  Irving  Penn's  50 
year  career:  fashion  shots 
portraits,  studies  of  New 
Guinea  natives,  and  still  lifes 
all  richly  reproduced.  Like 
wise,  Horst:  Sixty  Years  oj 
Photography  (Rizzoli,  $85 
contains  his  legendary  Vogue 
fashion  shots.  But  the  bool< 
gains  broader  appeal  by  fo 
cusing  also  on  high-style  por 
traits  of  such  luminaries  as 
Marlene  Dietrich,  Sir  Noe 
Coward,  and  Ingrid  Bergman 

Last,  a  stocking  stuffer 
Garden  Clippings  (Andrews 
&  McNeil,  $15)  matches  gar 
den  scenes  with  quotes  fron 
the  likes  of  Monet,  Shake 
speare,  and  Thoreau.  So  in  th( 
spirit  of  one  writer:  To  all,  £ 
good  book.     Judy  Dobrzynsk 


Worth  Noting 

■  SAFETY  FIRST.  A  new  news- 
letter warns  of  deceptive 
practices  by  companies, 
banks,  charities,  and  more. 
Compiled  with  help  from  con- 
sumer-affairs officials.  The 
Safe  Bulletin  costs  $39  for 
lO"  issues  (201  837-1100). 

■  MOSCOW-WARE.  U.  S  busi- 
nesses in  the  Soviet  Union 
have  help  with  the  language 
hurdle.  Relex,  a  Russian-En- 
glish software  dictionary, 
provides  business  terminol- 
ogy on  any  IBM  PC-compati- 
ble. It's  $175  from  ELM  Inter- 
national (517  832-4900). 
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It  was  the  '32  World  Series.  With  the  Cubs 
riding  him  unmercifully  from  the  bench,  Babe 

Ruth  pointed 


Expect  your  iie.rt 
presentation  to  be  a  big 
hit.  It 's  so  easy  to  itse. 
Just  select  the  look,  fill  in  the  blanks  nith  le.rf  and 
graphics.  And  yon  're  ready  to  go  in  a  matter  ofni/nntfs. 

to  centerfield,  then  promptly  hit  the  next 
pitch  where  no  ball  had  been  hit  before. 

Well,  now  you  can  handle  your  next 
pitch  with  the  same  conlidence,  thanks  to 


FYeelance  Graphics'"  for  Windows?  The  only 
presentation  program  with  SmartMasters"' 
that  automatically  manages  the  design  and 
layout  for  you.  Plus,  Smart  Features  like  the 
Outliner,  Graph  Gallery,  and  over  500  full- 
color  symbols  make  the  process  even  easier 

So  let  Freelance  Graphics  for  Windows— 
your  presentation  partner— guarantee  your 
success  from  start  to  finish.  Who  knows, 
the  next  pitch  you  handle  could  be  your 
most  memorable  one,  too. 

To  learn  moi'e  about  Fi'eelance  Graphics 
for  Windows,  visit  your 
Lotus  Authorized  Reseller 
today.  For  a  free  auto  demo 
or  to  upgrade,  please 
call*  1-800-872-3387, 
ext.  6351. 


Freelance  Graphics  for  Windows 


•In  Canada,  please  call  l-800-668-1.5()9  ©  1991  Lotus  Development  Corporation,  All  rights  reserved  Freelance  Graphics  and 
SmartMasters  are  I  radeniarks  of  Lotus  Development  Corporation  Windows  is  a  registered  trademark  of  Microsoft  Corporation  ©  1992  The  Faniil 
I  he  Bahe  Ruth  Basehall  League.  Inc  .  by  Curtis  Management  Group,  Indpls.  IX 
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Americans 
cant read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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eaibJy  Intermtional. 


Manhattan  skyline 


Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  connnnitted  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland 
Credit  Suisse,  in  partnership  with  CS  First  Bostor 
IS  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 


CREDIT  SUISSE 
CS 


at  the  top. 


Inc., 


^.J'■^ch  (Head  Office)  -  Abu  Dhabi  ■  Atlanta  ■  Beijing  ■  Berlin  -  Bogota  ■  Buenos  Aires  ■  Cairo  ■  Calgary  ■  Caracas  ■  Chicago  ■  Franl<furt  ■  Gibraltar  -  Guernsey  -  Hong  Kong  -  Houston  -  Johannesburg 
I  --laon  -  Los  Angeles  -  Luxembourg  ■  Madrid    Manama  (Bahrain)    Melbourne  -  Mexico  City  -  Miami  -  Milan    Monte  Carlo  -  Montevideo  -  Montreal  -  Moscow   Munich  -  Nassau  (Bahamas) 
New  York  -  Nuremberg  -  Osaka  -  Pans  Rio  de  Janeiro  •  San  Francisco  Sao  Paulo  Singapore  Stuttgart  Taipei  Tehran  ■  Tokyo  Toronto  ■  Vancouver  -  Vienna 
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MARKET  ANALYSIS 


5.  STOCKS 


iW  JONES  INDUSTRIALS 

COMPANIES  (Russell  1000) 
lALL  COMPANIES  (Russell  2000) 
L  COMPANIES  (Russell  3000) 

>REIGN  STOCKS 


NDON  (FINANCIAL  TIMES  100) 
KYO  (NIKKEI  INDEX) 
RONTO  (TSE  COMPOSITE) 


Latest 

%  (hange 
Week  52-week 

291  1.7 

-0.2 

1 1.5 

201.1 

0.8 

17.6 

177  8 

1.3 

36.1 

214  0 

0.8 

18.5 

Latest 

%  change  (lo<al 
Week 

(urreniy) 
52-week 

2423.8 

-19 

12.6 

22,669.4 

-1.9 

2  1 

3427.5 

-0.6 

6.2 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

4.43% 

4.51% 

7.2% 

30-YEAR  TREASURY  BOND  YIELD 

7.85% 

7.95% 

8.3% 

S&P  500  DIVIDEND  YIELD 

3.22% 

3.27% 

3.7% 

S&P  500  PRICE/EARNINGS  RATIO 

21.1 

21.0 

15.1 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  nnoving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vtckers  sell/buy  ratio 

384  5 
42.9% 
0  43 
2  12 

384.9 
42  2% 
0.49 
2  09 

Negative 
Neutral 
Positive 
Neutral 

NDUSTRY  GROUPS 


»UR-WEEK  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


SPECIALTY  APPAREL  RETAILERS 

14.8 

110  3 

GAP 

21.3 

249  6 

55  'h 

HEALTH  CARE  SERVICES 

7.2 

58.6 

MANOR  CARE 

10.3 

37  9 

21  Va 

SOFT  DRINKS 

7.0 

40.1 

COCA-COLA 

8.5 

54  6 
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% 
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change 
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DOMESTIC  OIL 

-13.6 

-20.6 

ORYX  ENERGY 

-19.4 

-42.0 

25  Vs 

HOSPITAL  MANAGEMENT 

-12.9 

-23.6 

NATIONAL  MEDICAL  ENTERPRISES 

-16.4 

-28.7 

13  Vs 

LEISURE  TIME 

-12.6 

36.5 

HANDLEMAN 

-28.5 

273 

12  'A 

OIL  AND  GAS  DRILLING 

-12.5 

-42.3 

ROWAN 

-20.8 

-56  3 
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-1  1.3 

13.8 
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-21.7 
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16  'A 

MUTUAL  rUNDS 


MORNINGSTAR  INC 


ADERS 

ur-week  total  return 


STRATEGIC  INVESTMENTS  6  7 

UNITED  SERVICES  GOLD  SHARES  6  2 

VAN  ECK  INTERNATIONAL  INVESTORS  5  6 

-week  total  return  % 


OPPENHEIMER  GLOBAL  BIO-TECH 
AMERICAN  HERITAGE 
OBERWEIS  EMERGING  GROWTH 


108.5 
87.1 
86.3 


LAGGARDS 

Four-week  total  return 


% 


G.  T.  JAPAN  GROWTH  -13  1 

FIDELITY  SELECT  ENERGY  SERVICE  -i  i  7 

FIDELITY  SELECT  SOFTWARE  &  COMPUTER  -114 

52-week  total  return  % 

FIDELITY  SELECT  ENERGY  SERVICE  -23  7 

USF&G  EUROPEAN  EMERGING  COMPANIES  -13  5 

METLIFE-STATE  STREET  GLOBAL  ENERGY  -12  0 


Average  fund 
"1-week  total  return  52  week  totol  return 


—  1 1 
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KEUVTIVE  PORTFOLIOS 


i\iar  amounts 
present  the  present 
ilue  of  $10,000 
vested  one  year  ago 
each  portfolio 

ircentoges  indicate 
'e-day  total  returns 


U.  S. stocks 
$12,149 

+  1.50% 


Treasury  bonds 
$1V563 

+  1.06% 


Foreign  stocks 
$11,485 

-2.82% 


III! 


Money  market  fund 
$10,535 

+0.09% 


DATA  RESOURCES  INC 


(;nld 
$9,519 

-0.33% 


data  on  ftiis  page  ore  as  of  market  close  Wednesday,  Dec.  4,  1991,  unless  otherwise  indicated 
Justry  groups  include  S&P  500  companies  only;  performance  and  sfiare  prices  ore  as  of  market  close 


Dec  3  Mutual  fund  returns  are  as  of  Nov  29  Relative  portfolios  ore  valued  as  of  Dec  3  A  more  detailed 
explanation  of  tfiis  page  is  available  on  request 
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HELPING  RUSSIA 
MAKE  IT  TO  MARKET 

The  landslide  Ukrainian  vote  to  become  an  indepen- 
dent nation  on  Dec.  1  sounded  the  death  knell  for 
the  Soviet  Union.  But  in  Russia,  the  late  superpower's 
largest  republic,  even  more  important  history  is  about  to  be 
made.  Boris  N.  Yeltsin  is  poised  to  propel  Russia  into  a 
market  economy  in  the  way  that  Poland  attempted  incon- 
clusively last  year.  He  is  about  to  try  what  Western  eco- 
nomic experts,  ranging  from  the  International  Monetary 
Fund  to  Harvard  Yard,  urged  Mikhail  Gorliachev  to  do  for 
years:  free  prices,  cut  deficits,  and  start  making  the  ruble 
convertible  with  hard  currencies. 

But  after  lavishly  dispensing  advice  and  theory,  those 
same  economists,  not  to  mention  Russia's  150  million  people, 
are  holding  their  breath.  That's  because  Russia's  plunge 
into  capitalism  is  fraught  with  extreme  danger.  The  Russian 
economy  is  locked  in  a  severe,  protracted  recession  deeper 
than  the  worst  year  of  the  Great  Depression  in  the  U.  S. 
More  than  half  of  all  Russians  earn  poverty-level  wages.  For 
them  to  bear  price  hikes  of  up  to  1,500%  within  the  next 
several  months  will  require  immense  fortitude.  If  goods 
and  food,  now  being  hoarded  by  black  marketeers  and  farm- 
ers, don't  show  up  soon  in  stores,  the  resulting  backlash 
could  touch  off  another  coup  attempt  by  nationalists  or  fas- 
cists. Unlike  August's  slapstick  comedy,  the  next  one  could 
be  a  nuclear-tipped  doozer. 

The  West  must  appreciate  the  enormity  of  Yeltsin's  gam- 
ble. A  massive  influx  of  untied  aid  would  be  a  waste,  but 
there  are  other  ways  to  help.  Western  l)anks  could  further 
ease  their  demands  for  repayment  of  more  than  $84  billion 
in  Soviet  debt,  most  of  it  shouldered  by  Russia.  Emergency 
food  and  medicine  shipments  should  stand  ready.  And  setting 
up  a  dollar-backed  fund  of  $10  billion  to  $15  billion  to  help 
stabilize  the  ruble  should  be  seriously  explored.  The  West 
has  long  urged  the  Russians  to  swallow  this  medicine.  Now 
that  the  medicine  is  about  to  go  down,  it  is  in  the  West's 
self-interest  as  well  as  a  moral  obligation  to  see  that  it 
works. 


WILL  TOUGH  MEASURES 
TOUGHEN  BIG  BLUE? 

No  corporation  has  symbolized  U.S.  industrial 
prowess,  management  skill,  or  global  reach  better 
than  IBM.  Amazingly,  for  a  long  time.  Big  Blue  was 
abl  to  maintain  effective  control  even  as  it  swelled  to  a  $67 
l)illi(»ii  (jrganization  operating  in  137  countries.  That  was  a 
trii)ute  to  IBM  management,  which  trained  its  workers  care- 
fully, demanded  superior  performance,  and  rewarded  them 
with  the  implicit  promise  of  lifetime  employment. 

But  Liie  decline  of  the  mainfi'ame  computer,  the  company's 
bread  and  butter,  has  turned  many  of  IBM's  long-standing 
strengths  into  liabilities.  The  hugeness  that  once  gave  it  un- 


paralleled economies  of  scale— and  profits— became  a  burden. 
Slow  decision-making  turned  what  might  have  been  market- 
leading  products  into  laggards.  And  with  mai-gins  drop- 
ping, IBM's  blue-suited  legions  began  to  look  less  like  indis- 
pensable assets  than  unneeded  fixed  costs. 

Now,  says  CEO  John  F.  Akers,  nothing  less  than  a  "New 
IBM"  is  needed  to  turn  the  company  around  (page  112). 
Although  his  plan  does  not  come  close  to  producing  a  New 
IBM,  it  does  set  the  company  in  the  direction  it  must  take. 
Akers  says  he  will  give  each  product  division  the  freedom 
and  flexibility  it  needs  to  move  ahead  quickly  with  new 
technologies.  If  that's  not  enough,  he  hints,  some  business- 
es—possibly even  the  entire  personal-computer  operation- 
could  be  set  up  as  independent  companies.  The  company  has 
unequivocally  ended  lifetime  employment.  Those  employ- 
ees who  contribute  to  profits  will  share  in  them— and  those 
who  don't  measure  up  will  be  eliminated.  To  iBMers,  that 
might  seem  a  harsh  and  abrupt  departiu'e  fi'om  Big  Blue  tra- 
dition. But  to  Akers,  it's  what  is  needed  to  unleash  the 
true  power  of  IBM  at  last.  Wall  Street  is  skeptical  and  has 
sold  the  stock  down.  If  Akers  is  wrong,  IBM  will  remain  a 
rudderless  behemoth  too  big  to  manage.  If  he's  right,  a 
stronger  IBM,  more  than  almost  anything  else,  could  shore  up 
America's  comi)etitiveness  in  information  technology.  The 
challenge  now  will  be  holding  true  to  the  coui'se. 


THE  RIGHT  FUEL 

TO  RESTART  RECOVERY 

The  rush  to  stimulate  consumption  in  order  to  jump- 
start  the  economy  has  propelled  the  President  up  and 
down  depaitment-store  escalators  exhorting  Christmas 
shoppers  to  pry  open  their  wallets.  The  rash  of  tax-cut 
proposals  from  Capitol  Hill  has  a  similar  purpose.  But  con- 
sumer spending  has  fallen  because  there  is  less  and  less  eco- 
nomic growth,  causing  family  incomes  to  dry  up.  That  won't 
change  until  there  is  a  greater  willingness  to  invest  in  the 
U.  S.  economy.  There  can  be  no  sustained  increase  in  con- 
sumption unless  higher  investment  spurs  real  income  to 
grow  faster.  Asking  the  consumer  to  take  on  a  higher  debt 
burden  is  no  solution. 

The  U.  S.  has  an  investment  deficit,  not  a  consumption 
deficit— as  the  low  savings  rate  clearly  shows.  So  the  real 
way  to  get  this  economy  back  on  track  is  through  an  in- 
vestment package  covering  both  private  and  public  invest- 
ment. On  the  private  side,  an  investment  tax  credit  would 
stimulate  investment  directly  and  far  more  effectively  than 
a  capital-gains  tax  cut  ever  could  (page  31).  Such  an  ITC 
must,  as  usual,  be  limited  to  investment  in  capital  equip- 
ment. And  it  should  continue  to  be  linked  to  accelerated  de- 
preciation on  new  facilities  needed  to  house  new  equip- 
ment. The  public  investment  program  should  be  a  sweeping 
one  aimed  at  modernizing  the  nation's  crumbling  infrasi 
tructure,  enhancing  productivity  at  the  same  time  it  in- 
jects funds  directly  into  the  domestic  economy. 

Congress  is  going  to  have  to  face  up  to  the  task  of  pro- 
moting an  investment-led  turnaround— and  to  the  futility 
of  a  consumer-led  fast  fix. 
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J.  P.  MORGAN 


How  it 
became 
the  most 
profitable 
big  bank  in 
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WAGS  DUBBED  MORGAN'S  NEW  $860  MILLION  HEADQUARTERS  THE  "TAJ  MAHAL."  BUT  NOBODY  IS  LAUGHING  AT  THE  BANK  NOW 


Cover  Story 

64  MIGHTY  MORGAN 

A  lot  of  people  thought  J.  P.  Morgan 
was  too  set  in  its  pinstriped  ways  to 
flourish  in  the  1990s.  But  the 
venerable  bank  is  remaking  itself  for 
the  decade.  Morgan  is  becoming  a 
European-style  universal  bank, 
without  abandoning  its  careful, 
conservative  traditions.  While  rivals 
wrestle  with  lousy  loans,  Morgan 
has  clung  to  its  AAA  rating,  is 
posting  record  profits,  and  has  Wall 
Street  looking  over  its  shoulder 
69  THE  ATYPICAL  MORGAN  MAN 

Self-made  '"EG  Dennis  Weatherstone 
is  a  mild,  accessible  boss 
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Just  look  at  unemployment 
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AS  ROBERT  MAXWELL'S  COLOSSAL 
LOOTING  COMES  TO  LIGHT,  THE  PLUM 
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A  BRIEFCASE  FULL  OF  IDEAS 

Aetna's  top  counsel  is  out  to  change 
public  policy — for  starters 
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A  YANKEE  IN  ASHLEY'S  COURT 

How  CEO  James  Maxmin  is 
streamlining  Laura  Ashley 

Science  &  Technology 

THE  SMELL  OF  DISCOVERY 

Breakthroughs  in  aroma  research 
are  benefiting  science  and  business 


Marketing 


PODUNK  BECKONS 

With  larger  markets  saturated, 
America's  big  guns  of  retailing  are 
moving  into  small-town  USA 
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SARA  LEE  CHAIRMAN  JOHN  BRYAN 
HAD  A  PLAN:  PLOW  BAKERY  PROFITS 
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A  forgery  detector,  Alzheimer's 
advances,  tracking  nuke  tests, 
medical  breath  analysis,  designing 
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PRODUCTION 

Change  from  lost  week:  -0.8% 
Change  from  lost  year:  0.8% 

1 967=  1 00  (four-weeic  moving  overoge) 


LEADING 

Chonge  from  last  week:  -0. 1  % 
Chonge  from  last  year;  -1 .0% 


Nov.  30 
177.7 


220. 


210  . 


Dec  Apr  Aug  Nov 

1990  1991  1991  1991 

The  production  index  declined  during  the  week  ended  Nov  30.  Output  of  steel, 
autos,  lumber,  coal,  and  rail-freight  traffic  decreased,  while  paperboard  output 
increased.  Truck,  electric  power,  crude-oil  refining,  ond  paper  production  were  flat. 
Before  calculation  of  the  four-week  moving  averoge,  the  index  dropped  to  171.7, 
from  1  79  8,  in  part  because  of  seasonal-adjustment  quirks  from  the  later-than-usuol 
Thonksgivmg  holiday  The  index  fell  to  177.7  in  November,  from  179  8  in  October 
BW  production  index  copyright  1  991  by  McGraw-Hill  Inc 
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Nov.  30 
206  8 
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Nov.  23 
207.1  r 


Aug 
1991 


1990  1991  1991  1991  |J 

The  leading   index  dipped  further  during  the  week  ended  Nov.  30.  Lower  stoc' 
prices,  on  increase  in  business  failures,  and  another  drop  in  the  growth  of  rec 
estate  loans  offset  improvement  in  material  prices  and  faster  growth  in  M2,  Bon 
yields  were  unchanged  from  the  previous  week.  Before  calculation  of  the  four-weei. 
moving  overage,  the  index  dropped  to  206,1,  from  206.3.  For  the  month  c* 
November,  the  leading  index  fell  to  206.8,  from  207.5. 

Leading  index  copynghr  1  99 1  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  |12/7)thous.  ofnettons 

1,614 

1,603# 

-10.0 

AUTOS  112/7)  units 

126,053 

69,377r# 

9.2 

TRUCKS  1 12/7)  units 

81,678 

48,130r# 

24  3 

ELECTRIC  POWER  ( 12/7)  millions  of  kibwatt-fiours 

56,284 

53,595# 

1.0 

CRUDE-Oll  REFINING  (12/7)thous  ofbbl  /cJay 

12,738 

12,951# 

-0.3 

COAL  (1  1/301  Ifious.  of  net  tons 

15,756# 

21,352 

-25  6 

PAPERBOARD  |1  l/30)thous  oflons 

818. 8# 

804  8r 

7  8 

PAPER  (1 1/30)  thous.  of  tons 

785. 0# 

780.0r 

-0.4 

LUMBER  (1  1/30)  millions  of  ft. 

301.5# 

518.3 

-29.3 

RAIL  FREIGHT  (l  I/3O)  billions  ot  ton-miles 

16.6# 

21.6 

-22.4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Roilroods 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (12/11) 

129 

129 

132 

GERMAN  MARK  (12/11) 

1  58 

1.61 

1.48 

BRITISH  POUND  (12/11) 

1.81 

1.77 

1  95 

FRENCH  FRANC  (12/11) 

5  40 

5  52 

5.03 

CANADIAN  DOLLAR  112/1 1) 

1.14 

1.14 

116 

SWISS  FRANC  (12/11) 

1.40 

1.43 

1.27 

MEXICAN  PESO  (12/11)' 

3,045 

3,051 

2,938 

Sources:  Major  New  York  banks  Currencies  expressed  i 
pound  expressed  in  dollars. 

1  units  per  U 

S-  dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

GOLD  (12/1  1)  $/troyoz. 

366.500 

365.250 

-1.2 

STEEL  SCRAP  (12/I0)#1  heavy,  $/ton 

93.00 

94  00 

-12.3 

FOODSTUFFS  ( 12/9)  index,  1967=100 

205.6 

203  8 

-3  2 

COPPER  (12/7)  c/lb. 

105.8 

108.9 

-8.8 

ALUMINUM  (12/7)  c/lb 

49.9 

51.5 

-29.0 

WHEAT  (12/7)  #2  hard,  $/bu. 

3.95 

3.84 

41  6 

COTTON  (12/7)5trictlow,niddling  M/16  in.,  C/lb. 

53.85 

53.74 

-21.6 

Sources:  London  Wednesd  iy  final  setting,  Chicago  market.  Commodity  Research  Bureau,  A^etols 
Week,  Konsas  City  market,  Memphis  market 

EmEmnnEHii 


Latest 
week 

Week 
ago 

%  Chani 
year  1^ 

STOCK  PRICES  (i2/6)S&P500 

379.78 

376.27 

CORPORATE  BOND  YIELD,  Aaa  (12/6) 

8.39% 

8.46% 

INDUSTRIAL  MATERIALS  PRICES  (12/6) 

95  6 

95.6 

BUSINESS  FAILURES  (ii/29) 

460 

456 

REAL  ESTATE  LOANS  (i  i/27)  billions 

S395.7 

$395.9 

MONEY  SUPPLY,  M2  (i  1/25) billions 


$3,404  4      $3,401  3r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (i  1/23) thous 


47! 


414r 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dur 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally 
justs  dato  on  business  failures  and  real  estate  loons 
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Latest 
month 


Month 
ago 


%  Chont 
year  c> 


BUSINESS  WEEK  PRODUCTION  INDEX  (Nov 


177  7 


179. 8r 


BUSINESS  WEEK  LEADING  INDEX  (Nov ) 

206  8 

207.5r 

~ii 

EMPLOYMENT,  CIVILIAN  (Nov  )  millions 

1 16.8 

1 17.0 

-0 

UNEMPLOYMENT  RATE,  CIVILIAN  (Nov ) 

6.8% 

6.8% 

1;' 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

Latest 

Week 

%  Chaifv 

week 

ago 

year  li 

MONEY  SUPPLY,  Ml  ( 11/25) 

$890.3 

$888.8 

BANKS'  BUSINESS  LOANS  ( 11/27) 

294.5 

295. 2r 

FREE  RESERVES  (11/27) 

832r 

802 

NONFINANCIAL  COMMERCIAL  PAPER  (11/27) 

134.1 

134.6 

-< 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed  fot 
two-week  period  in  millions). 


MONEY  MARKET  RATEl 


Latest 
week 


Week 
ago 


FEDERAL  FUNDS  {12/10) 


4.40% 


4.86% 


7.2i| 


PRIME  (12/11) 


7.50 


7.50 


10.0(1 


COMMERCIAL  PAPER  3-MONTH  (12/10) 


4.63 


4.91 


7.4(1 


CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/11) 


4  82 


7.5- 


EURODOLLAR  3-MONTH  (12/7) 


4.80 


4.90 


8.0' 


Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  doto  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (c 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value  NA 


hort),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmel 
=  Not  available     r  =  revised     NM  =  Not  meaningful 
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AFewExamples 
QfWhat'sBdn^Made 
In  MexiooTbday 

Investing  in  Mexico  is  tnily  a  money-making  proposition.  BRNCR  5ERFIN 

Just  ask  a  few  of  your  competitors  who  have.  Fortune  1000  serfinF 
x)mpanies  in  the  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  these  and  other  industries  are  profiting  from  investments  in  one  of  the  world  s  top- 
Derforming  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
Dlants  and  joint  ventures. 

So  much  so,  in  fact,  that  almost  a  full  65  percent  of 
"oreign  capital  invested  in  Mexico  has  come  from  c()q:)ora- 
ions  in  the  United  States. 

A  significant  portion  of  it  from  the  clients 
)f  Banca  Serfin.  For  as  Mexico's  most 
experienced  international  bank,  no    j^^^lEI®^  '*^' 
)ne  has  arranged  more  sales  of  ^ 
;tate-owned  industry  And  no  >•    ^^^^r^^^^^-.  / 
)ne  can  provide  a  better  link  *  ~ 
:o  our  country's  fast-paced  growdi. 

Because  we  offer  every  service  from 
nvestment  banking  and  export  finance  to 
VI&A  and  maquiladora 
assistance.  In  short,  all  the 
capabilities  you  could  need. 

So  talk  witli  Banca 
>erfin  about  an  investment 
n  Mexico.  And  see  what 
ve  can  make  of  it. 


Mexico  City       New  York         Tokyo  London  Toronto  Los  Angeles       Nassau  Belize  Seoul 

(525)709-7644  (212)574-9504  (8133)273-5911(4471)408-2151    (416)360-8900   (213)955-0749   (212)574-9500  (5012)7-81-79  (822)756-5186 
For  more  information  on  investing  in  Mexico,  call  toll-free  1-800-336-7330  (ILS.);  1-800-336-6899  (Canada). 
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Christopher  Columbus 


This  is  a  tale  of  a  man  and 
a  city.  Because  it's  in 
Genoa,  the  capital  of  the 
Italian  Riviera,  that  Chris- 
topher Columbus  was 
born.  Now,  500  years  after 
he  made  history,  Italy  Is 
welcoming  him  back  home 
with  a  world  -  class  cel- 
ebration. From  May  15th  to 
August  15th  1992,  Genoa 
will  host  the  International 
Specialized  Exhibition 
"Christopher  Columbus: 
ships  and  the  sea".  Two 


fascinating  themes,  navi- 
gation and  the  sea,  will 
be  presented  by  many 
participating  countries 
bringing  together  techno- 
logy, ecology  and  culture 
into  one  spectacular  vi- 
sion. But  there  are  more 
reasons  to  go  to  Genoa. 
The  Exhibition  will  coin- 
cide with  the  rejuvenation 
of  the  historical  city  cen- 
ter, based  on  a  vast 
project  by  Genoa  -  born 
Renzo  Piano,  one  of  the 
world's  leading  archi- 
tects. Investing  in  the 
city's  future,  the  restora- 
tion will  give  new  life  to 
the  Old  Harbour  docks 
and  warehouses,  to  which 
major  new  permanent  fa- 
cilities will  be  added.  In 
particular,  a  number  of 
important  international 
meetings  -  some  of  them 
sponsored  by  the  United 
Nations  -  will  be  held  in 
the  new  Conference  Cen- 


Official  Travel  Agent  Jovjer.  via  De  Marini,  1  -  Tel.  (010)  64.57,451  -  Fax  (010)  64.57.299  -  16149  Genoa,  Italy. 
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ter,  a  prime 
venue  offer- 
ing countries 
from  all  over 
the  world  an 
outstanding 
opportunity 


to  come  together.  With 
this,  Italy  intends  to  con- 
tribute to  the  development 
of  world  understanding 
and  cooperation  towards 
progress  and  peace.  Ente 
Colombo  '92  Via  Sottoripa,  5 
Tel.  (010)  28.41.11  -  Fax  (010) 
29.26.93  - 1 61 23  Genoa  -  Italy 


Colombo  '92 

ESPOSIZIONE  DI GENOVA  i 


THE  FUTURE  OF  THE  SEI  PASSES  THROUCH  (FlOil. 


Ever  Get  The  Feeling 

You're  Raying 
For  More  Pfiotection 
Than  You  Need? 


That's  what  happened  to 
many  of  the  Pest  Control 
^Igerators  of  California. 

]i^ir  "boiler  plate"  prop- 
erty/li^'''^  policy  had  them 
paying  tV  same  premium  rate 
as  some  ot:^^  biggest  crop 
dusting  operdt'P';'^^^^^^ 
though  they  diO"^'^^^®^^® 
same  kinds  of  ris  . 

They  came  to  1^5^°' a 

solution.  \ 

Along  with  th^'^'^surance 

broker,  we  rolled  uf.'^ 
studied  their  industry' 
tified  thenskdifferencf 
the  pest  control  busint"^^' 


then  built  tailored  coverages, 
services  and  rates  to  fit  their 
specific  needs. 

Are  they  saving  money?  A 
lot.  Plus  we  showed  them  how 
to  avoid  risks  and  minimize 
accident  costs,  which  led  to  a 
substantial  refund  on  their  pre- 
miums at  the  end  of  the  year. 
And  now  we're  working  as  a 
team  on  their  workers  compen- 
sation insurance,  too. 

This  is  just  one  example  of 
how  our  customer-focused 
property/liability  and  workers 
compensation  plans  are  help- 
ing to  control  insurance  costs. 


For  more  examples,  call  your 
independent  agent  or  broker, 
or  our  CEO,  Bob  Puccinelli, 
directlyat  (415)  627-5331. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 


Industrial 
Lidemnity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office:  San  Francisco 
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TOUGH  TALK 
ABOUT  TOUGH  CEOS 


In  your  story  "Tough  times,  tough 
bosses"  (Cover  Story,  Nov.  25),  it's  in- 
teresting that  the  seven  tough  bosses 
for  whom  you  listed  the  data  were  re- 
sponsible for  eliminating  72,565  jobs. 
While  some  of  this  may  make  their  com- 
panies better  competitors,  a  lot  of  the 
changes  are  the  sort  of  short-range 
quick  fixes  designed  to  produce  the 
"nice  boost  in  profits"  that  are  the  basis 
for  fat  bonuses  for  these  bosses  before 
they  move  on  to  "fix"  other  companies. 

When  Norman  Blake  (now  CEO  of 
USF&G)  was  at  Heller,  he  dismantled  this 
country's  only  coast-to-coast  network  of 
lending  offices  providing  working  capital 
for  small,  growing  companies,  which  are 
the  nation's  greatest  source  of  jobs.  I 
ran  the  Boston  office,  with  a  total  port- 
folio of  $20  million,  not  even  up  to  Nor- 
man's minimum  for  a  single  loan.  But 
we  helped  many  small  companies  get 
started  and  in  the  process,  we  made  an 
aftertax  profit  of  more  than  3?f  on  as- 
sets, for  which  a  bank  would  eat  its 
heart  out. 

Henry  Thornton 
President 

Southern  Berkshire  Investment  Corp. 

Sheffield,  Mass. 

The  "new"  CEOs  profiled  are  rediscov- 
ering that  getting  back  to  basics  is 
the  key  to  delivering  quick  results  while 
rebuilding  for  long-term  success. 

Once  the  shock  of  slashing  and  re- 
structuring is  complete,  the  boss  must 
fix  on  investing  in  the  people  in  the 
leaner  organization  and  establish  a  sense 
of  employee  ownership  in  the  ongoing 
change  process.  The  ultimate  winners 
will  be  the  executives  who  understand 
the  nuances  of  getting  their  people  to 
work  with  them,  rather  than  for  them. 

John  M.  Bondur 
Senior  Vice-President 
Handy  hrm  Corp. 
New  York 

Any  fool  can  fire  thousands  of  em- 
ployees who  will  pay  the  price  by 
having  their  bank  accounts  disappear 
along  with  their  homes.  The  "tough" 


Cf:()s,  of  course,  will  continue  to  draw 
their  multimillion-dollar  salaries  and 
perks.  If  this  article  represents  Corpo- 
rate America's  thinking,  why  does  any- 
one wonder  at  our  failures. 

Stuart  Simon 
President 
Lithco  Inc. 
Culver  City,  Calif. 

Formula  for  toughness: 
Laying  off  as  many  workers  as  pos- 
sible +  very  little  imagination,  if  any  + 
increasing  own  salary  and  bonus  = 
most  U.  S.  CEOS. 

E.  Rosario 
Fairless  Hills,  Pa. 

It's  hard  for  me  to  imagine  how  we  will 
ever  catch  up  if  one  of  the  chief  "tal- 
ents" of  our  best  CEOs  is  firing  people! 

Dan  Coggin 
Richmond,  Va. 

WHY  NURSING  SCHOOLS  ARE 
CRYING  FOR  STUDENTS  

laybe  your  columnist,  Gary  Becker, 
Icould  enlighten  the  nurses  I  work 
with  as  to  how  "the  law  of  supply  and 
demand"  has  enriched  their  lives 
("Working  women's  staunchest  allies: 
supply  and  demand,"  Economic  View- 
point, Dec.  2).  It  must  be  related  to  pro- 
viding them  with  sicker  patients,  more 
technology  and  paperwork  to  deal  with, 
and  public  anger  over  wasted  health 
care  spending.  Add  in  the  possibility  of 
contracting  infectious  diseases  from  pa- 
tients and  it's  easy  to  understand  why 
nursing  schools  are  crying  for  students 
to  fill  their  classrooms.  What  about  that 
"law  of  supply  and  demand"? 

Lisa  Wiethorn 
Troy,  Mich. 

NO  EASY  ANSWER 
FOR  PATENT  PROBLEMS 

Changing  from  the  "first  to  invent"  to 
the  "first  to  file"  system  isn't  going 
to  solve  the  American  patent  system's 
problems,  nor  is  it  going  to  change  the 
philosophy  of  the  U.  S.  companies  pursu- 
ing new  technology  and  patents  ("Is  it 
time  to  reinvent  the  patent  system?"  Le- 
gal Affairs,  Dec.  2).  A  very  small  per- 
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to  the  phrase  divide  and  conque^' 


They  DIVIDED  their  stock  i 


TWO,  which  helped  CONQUE 


a  ver^  DIFFICULT  PROBLE?^ 


I 


When  U.S.  Steel  ac(iuired  the 
rathon  Oil  Company  and  lexas  Oil  & 
J,  the  resulting  corporation  was  rechris- 
sd  USX. 

Diversified,  to  be  sure.  And  yet,  it 
i^ed  to  be  a  puzzle  for  many  equity  investors 
veil  as  analysts  who  tend  to  follow  and  rec- 
nend  individual  industries. 

A  STOCK  PLAN  WITH 
A  SPLIT-PERSONALITY. 

USX  chose  to  solve  this  dilemma  by 
king  with  Lehman  Brothers  to  create  a 
irer  distinction  in  the  financial  community 
ween  its  steel  and  energy  businesses, 
ich,  in  turn,  would  provide  "pure  play" 
istment  opportunities. 

Together,  we  developed  a  unique  plan 
recapitalizing  the  company  that  provided 
reholders  with  an  energy  security  and  a 
^1  security  without  diminishing  the  benefits 
emaining  a  single  corporation.  A  plan  attrac- 
;  enough  to  gain  the  approval  of  ninety-six 


percent  of  all  voting  shareholders. 

A  SUM  OF  PARTS 
GREATER  THAN  THE  WHOLE. 

As  a  result,  shareholders  could  retain 
equity  in  one  or  both  of  the  businesses.  The 
energy  and  steel  shares  began  to  trade  separately 
on  the  NYSE.  New  investors  with  special- 
ized interests  warmed  to  USX.  And  the  aggre- 
gate value  of  the  stocks  appreciated  significantly. 

The  USX  deal  is  notable  for  size  and 
complexity  alone.  More  to  the  point,  it  under- 
scores our  conviction  that  all  clients  are  one-of- 
a-kind,  requiring  customized  approaches. 

Which  has  not  only  led  us  to  organize  in- 
to industry  (?//^  product  groups,  but  to  populate 
the  firm  with  people  who  actually  talk  to  each 
other.  A  practice  which  ensures  that  a  client  will 
get  the  best  solution,  rather  than  the  solution 
with  which  one  individual  is  best  acquainted. 

If  your  company  has  a  problem  or 
opportunity  that  could  use  that  sort  of  think- 
ing, we'd  like  to  be  involved. 


Lehman  Brothers 


<cj  1941  Shearson  Lehman  BnithcTs  Int.  Lehman  Brothers  is  a  di\  isKin  of  Shearson  Lehman  Brothers  Inc. 


:.t;i_ii(',  less  than  a  IVaclion  of  one  per 
cc  nt  (jf  the  patents  granted  or  filed,  end 
up  in  the  lonj^  interference  disputes 
based  upon  the  first-to-invent  system. 

The  problems  stem  from  U.  S.  compa- 
nies and  Congress  not  putting  as  much 
money  into  research  and  development. 
And  the  government  hasn't  given  the 
U.S.  Patent  &  Trademark  Office  the 
budget  and  autonomy  needed  to  function 
in  today's  international  climate. 

Changes  to  the  U.  S.  patent  laws  are 
necessary,  but  major  changes  by  the  ex- 
ecutive and  legislative  branches  of  our 
government  are  needed.  One  only  need 
look  at  how  the  Patent  &  Trademark 
Ofi'ice's  budget  is  funded  to  see  the 
problems.  These  problems  go  back  to  the 
days  when  Senator  John  McClellan  was 
chairman  of  the  patent,  trademark,  and 
copyright  subcommittee  of  the  Senate. 

Anthony  P.  DeLio 
New  Haven,  Conn. 

AMERICA  WEST:  ANOTHER  READING 
OF  THE  RANK  AND  FILE 

Your  story  "Mutiny  is  in  the  air  at 
America  West"  (Top  of  the  News, 
Nov.  2."))  just  doesn't  fly.  It  is  hard  to 
understand  how,  based  on  conversations 


with  a  handful  of  renegade  self-appoint- 
ed employee  representatives,  your  re- 
porter can  conclude  that  there  has  been 
a  marked  shift  in  sentiment  at  America 
West  Airlines  or  that  goodwill  toward 
management  has  been  dwindling.  It  is 
especially  perplexing  when  one  learns 
that  America  West's  official  employee 
group,  composed  of  representatives 
elected  by  their  peers,  told  your  reporter 
that  they  had  just  polled  their  members 
and  that  Michael  Conway  received  a 
strong  vote  of  confidence. 

America  West's  employees  feel  that 
BU.siNESS  WEEK  has  done  them  a  great 
disservice  in  jumping  at  the  bait  dangled 
by  this  small  dissident  group.  Calls  and 
letters  have  poured  into  Michael  Con- 
way's office  to  tell  him  so,  and  direc- 
tors of  the  company  have  heard  this  as 
well. 

America  West  is  proud  of  its  employ- 
ees' spirit — a  si)irit  that  is  very  much 
alive  and  well  today.  Just  three  weeks 
ago,  management  asked  for  employee 
volunteers  to  help  kick  off  its  new  Co- 
lumbus (Ohio)  route — more  than  500 
America  West  employees  volunteered  to 
work  without  pay.  How  many  other  com- 
panies in  this  country  do  you  think 
could  etjual  that  response?  Certainly 


none  whose  morale  was  not  sky  higi, 
Mark  De  MicheJ. 
President,  Arizona  Public  Service  C 
Member,  Board  of  Directo 
America  West  Airlines  Ir 
Phoen 


Editor's  note:  Our  storij  cited  the  s 
port  of  the  Employee  Reorganizati 
Panel,  the  group  referred  to  above. 


I'm  sure  you  are  aware  that  a  fi 
vocal  people  can  give  the  impressi 
of  representing  the  majority,  when 
fact,  they  are  simply  the  noisiest.  Mc 
employees  are  loyal  to  Mike  Conway  a: 
are  doing  their  job  well  to  share  in  o 
future  success. 

Carol  Bri 
Dejjt.  Secretary,  Passenger  Refunl 
America  West  AirlinI 
Phoe 

HONDA'S  ACCORD:  NO 
QUESTION  IT'S  AMERICAN 

It  was   surprising  to  realize  he 
strongly  nationalism  is  growing  in  t 
U.  S.  If  the  same  arguments  BUSINE 
WEEK  uses  to  blame  Honda's  Accord 
not  American  is  used  in  Latin  Ameri 


iffitii 
as 


lEcoi 
Ac 


Why  On  Earth  Get  A  Room  Wh 


room  when  you  can  2[et  a  R;idisson?' ' 


SiO -333 -3333 


Stick  ;i  pin  in  the  map  and  chances  are  you're  within  easy  reach  ot  a  Radisson  resort  Ail  jj^j^-^ 
that  are  as  indn  idual  as  the  people  who  stay  with  us.  And  you'll  find  every  Radisson|aijj- 


rainst  U.  S.  companies,  things  would  be 
;ry  tough  for  them  ("Honda:  Is  it  an 
merican  car?,"  Cover  Story,  Nov.  18). 
onda  plants  in  the  U.  S.  are  American 
jcause  they  are  under  U.  S.  laws,  em- 
oy  Americans  as  laborers,  and  pay  tax- 
I  to  Uncle  Sam.  They  mean  foreign  in- 
jstment  at  a  moment  when  every 
luntry  wants  it.  They  mean  better  qual- 
yT  and  cheaper  prices  to  customers,  too. 
Do  not  forget,  America:  "Under  capi- 
lism,  the  customer  is  king,"  as  Adam 
nith  said.  Is  America  going  to  close  its 
•ononiy  while  everybody  in  the  world 
ven  the  previous  socialist  countries) 
ants  to  open  theirs? 

Saulo  A.  Ignacio 
Ribeirao,  Preto,  Brazil 

OES  SOVIET  AID  DESERVE 

)  BE  A  U.S.  PRIORITY?  

^  side  from  the  excellent  points  made 
"•i  by  Gary  Becker  in  "The  last  thing 
e  Soviets  need  is  a  foreign-aid  pack- 
fe"  (Economic  Viewpoint,  Nov.  4),  it 
!Comes  increasingly  difficult  to  justify 

the  American  tax-paying  public  a 
rge  foreign-aid  package  when  the  U.  S. 
ces  very  tangible  problems  of  a  reces- 
3n,  unemployment,  illiteracy,  homeless- 
iss,  continued  drug  warfare,  and  a  host 

other  issues.  Additionallv,  the  U.  S. 


CORRECTIONS  &  CLARIFICATIONS 

In  the  directory  of  BLSINES.S  week's 
Corporate  Elite  (Cover  Story,  Nov.  25), 
we  included  some  incorrect  data  on 
George  M.  Sherman,  Danaher  Corp.'s 
CEO.  His  birth  date  was  Aug.  6,  1941; 
his  career  path  was  manufacturing/ 
production.  Also,  the  directory  should 
have  included  NCR  Corp.'s  Gilbert  P. 
Williamson,  who  became  CEO  as  of 
Sept.  19. 


policy  of  "buying  friends  abroad"  often 
backfires.  Witness  the  thanks  of  coun- 
tries such  as  Jordan,  which  received  as 
much  as  $55  million  in  1989  and  later 
backed  Saddam  Hussein  in  the  Persian 
Gulf  conflict.  It  would  behoove  the  mak- 
ers of  our  foreign  policy  to  recall  that 
"charity  begins  at  home." 

J.  A.  Diederich 
Columbus,  Ohio 

I  any  American  proponents  of  aid  to 
I  the  Soviet  Union  wholeheartedly 
agree  that  aid  will  only  be  effective 
when  it  is  linked  to  true  market  reform. 
However,  without  evidence  to  the  con- 
trary, such  proponents  believe  that  aid  is 
necessary  for  there  to  even  be  a  chance 
of  successful  reform  and  recoverv. 


Thus,  the  form  of  assistance  is  a  worthy 
bone  of  contention;  its  existence  should 
not  be. 

Ruth  Judson 
Gary  Mueller 
Cambridge,  Mass. 

GUESS  WHO  OWNS 

COACH  LEATHER  

The  story  on  "Value  marketing"  (Cov- 
er Story,  Nov.  11)  quotes  a  woman 
who  rebukes  her  own  choice  of  a  costly 
Coach  handbag.  Her  vow  to  "never  do  it 
again"  implies  that  this  manufacturer's 
prices  are  not  justified  by  the  quality 
of  the  product.  On  the  same  page  your 
article  goes  on  to  praise  Sara  Lee  for 
knowing  how  to  deliver  value  while  re- 
taining a  healthy  profit  margin.  Sur- 
prise! Guess  who  owns  Coach  leather- 
ware?  Oh,  and  by  the  way,  my  Coach 
briefcase  has  outlasted  others  (of  half 
the  price)  3  to  1.  I  guess  value  is  in  the 
eyes  of  the  consumer. 

Mitchell  Jureckson 
Lancaster,  Pa. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  V/e  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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Can  Get  A  Radisson? 


tel.  In  India  and  Indi.inn,  Canada  and  Cnncun,  Georgia's  Jeh'll  Island  and  London's  Hyde  Park  you'll  find  Radissons 
i!®  spirit,  no  matter  how  small  the  request  or  large  the  task.  So,  why  get  just  a  room  when  you  can  get  a  Radisson? 


I 


A  BLENDING  OF 


Some  say  it  was  the  1939  SS-100.  Others 
are  partial  to  the  1954  XK-120.  And,  of 
course,  a  most  compelling  argument 
could  be  made  for  the  celebrated  1963 
E-type.  But  the  time  has  come  to  put  all 
such  arguments  aside. 

Presenting  the  1992  XJS,  the  best 
sporting  Jaguar  ever  built. 

To  attain  that  lofty  status,  Jaguar 
engineers  incorporated  no  fewer  than 
1,200  refinements  into  the  new  XJS. 

They  range  from  a  new  fuel  manage- 
ment system,  that  enhances  its  legendary 
12-cylinder  performance,  to  a  redesigned 
interior  with  power  memory  seats. 
And  its  exterior  has  been  restyled  from 
its  European  headlamps  to  its  neutral 
density  taillights. 

Innovation  extends  even  to  the  man- 
ufaauring  process,  the  most  advanced 
ever  instituted  by  Jaguar. 

All  of  which  means  we  can  now  offer 
the  best  warranty  in  Jaguar  history— 
four  years  or  50,000  miles— providing  a 
sense  of  security  that's  further  enhanced 
by  a  standard  driver  s  side  airbag. 

Of  course,  there  may  be  those  who'd 
still  debate  the  issue.  But  at  Jaguar,  we 
think  the  new  XJS  settles  the  argument. 

For  your  nearest  dealer— who  can  pro- 
vide more  information  on  Jaguar's  limited 
warranty-call  1-800-4-JAGUAR. 

JAGUAR 

CHINE 


THE  MAN  TO  SEE:  EDWARD  BENNETT  WILLIAMS— ULTIMATE  INSIDER;  LEGENDARY  TRIAL  LAWYER 

B/  Evan  Thomas 

Simon  &  Schuster  •  587pp  •  $27.50 

'THE  IDEAL  CLIENT  IS 

A  RICH  MAN  WHO  IS  SCARED' 


Just  months  before  Edward  Bennett 
Williams'  death  in  1988,  he  lunched 
with  Washington  superlawyers  Rob- 
ei't  Strauss  and  Clark  Clifford.  The 
meeting  was  a  sad  affair,  as  the  famed 
defense  lawyer's  friends  realized  that  he 
was  losing  his  long  fight  with  cancer. 

What  Strauss  and  Clifford  didn't 
know  was  that  their  days  in  Washing- 
ton's power  circles  were  ending,  too. 
Strauss,  once  Democratic  National  Com- 
mittee chairman,  would  .become  ambas- 
sador to  the  Soviet  Union — in  time  to  see 
the  post  rendered  irrelevant  by  the  na- 
tion's splintering.  Clifford's  reputation 
would  be  tarnished  in  the  Bank  of  Credit 
&  Commerce  International  scandal. 

The  death  of  Williams,  the  man  the 
moneyed  and  powerful  paid  $1,000  an 
hour  to  fix  their  problems,  brought 
down  the  curtain  on  an  era  in  Washing- 


ton. It  stretched  from  the  1940s  and 
America's  ascendancy  to  superpower 
status  to  the  start  of  the  country's  eco- 
nomic decline.  It  was  a  time  when  power 
brokers  such  as  Williams  could  solve  a 
legal  problem  with  a  discreet  call  to  the 
Justice  Dept. 

When  Williams  hit  town  in  1941,  from 
Irish  working-class  East  Hartford, 
Conn.,  he  had  $12  in  his  pocket.  At  his 
death,  he  was  worth  more  than  $100  mil- 
lion and  had  owned  both  the  Washington 
Redskins  and  Baltimore  Orioles.  He  had 
represented  clients  ranging  from  Sena- 
tor Joseph  R.  McCarthy  to  junk-bond 
maestro  Michael  R.  Milken,  finding  time 
also  to  counsel  The  Wash  'ntgton  Post  to 
publish  the  Pentagon  Papers  and  tycoon 
Marvin  Davis  on  his  purchase  of  Twenti- 
eth Century-Fox  Film  Corp. 

Evan  Thomas,  Neivsiceck's  Washing- 


I 


1 


ton  bureau  chief,  has  chronicled  th, 
headline-filled  life  in  a  richly  anecdotj 
biography.  The  Mini  to  See.  He  has 
overlooked  Williams'  dark  side — tl 
drinking,  the  partying  with  the  den 
monde,  and  the  sometimes  questionab 
ethics.  The  only  disappointment  is  h 
failure  to  probe  contradictions  in  W 
liams'  character  more  deeply.  For  all  tl 
hard  living,  Williams  was  a  devout  CatJIpi 
olic — and  devoted  to  his  family.  He  w; 
as  close  to  power  as  anyone  in  Washin! 
ton,  yet  never  held  a  government  pos' 
He  seemed  as  comfortable  defendii| 
mafiosi  as  representing  the  Catho 
Church.  Thomas  writes  of  his  "Iri; 
Catholic's  deep  pessimism  about  the  ^ 
sential  sinfulness  of  man  and  an  equal! 
great  faith  in  the  power  of  redemption 

Williams  started  out  defending  insij 
ers  in  streetcar-injury  cases  for  the  laj 
firm  of  Hogan  &  Hartson.  But  what  ejl 
cited  him  were  court-appointed  criminj 
cases,  even  though  tlefendiiig  loc4 
charged  with  crimes  of  passion  w,> 
hardly  lucrative.  il 

Striking  out  on  his  own,  he  was  soa 
defending  the  Atlas  Club,  a  raffil 
Washington  hangout,  in  a  congressio4 
probe  of  gaming  clubs.  Among  the  der| 
patrons  was  blue-blooded  journalist  B^ 
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adlee,  who  would  be- 
ne one  of  his  closest 
ends  as  well  as  execu- 
e  editor  of  The  WonIi- 
gton  Post.  The  turning 
int  for  Williams  came  in 
50,  when  Joe  McCarthy, 
th  whom  he  shared  a 
itaste  for  Harvard-edu- 
ted  WASI's,  hired  him  to 
rht  a  defamation  suit 
ought  by  columnist 
•ew  Pearson.  Four 
ars  later,  Williams  sat 
McCarthy's  side  as  the 
nate  censured  him. 
Although  McCarthy's 
reer  was  in  decline,  Wil- 
.ms'  was  about  to  soar, 
ewspapers  praised  his 
ol-headed  work  for  the  hot-headed  sen- 
or,  and  famous  clients  started  rolling 
:  underworld  boss  Frank  Costello, 
lion  leader  Jimmy  Hoffa,  and  flamboy- 
it  Representative  Adam  Clayton  Pow- 
1  Jr.  In  time,  Williams  would  echo  the 
ords  of  his  first  wife's  grandfather, 
le  founder  of  Hogan  &  Hartson:  "The 
eal  client  is  a  rich  man  who  is  scared." 
In  helping  these  men,  Williams  sealed 
s  reputation  as  the  top  criminal  lawyer 
'  his  generation.  He  garnered  power  as 
ell  as  publicity.  During  the  Kennedy 


WromJoe  McCarthy 
to  Mike  Milken, 
the  powerful  turned 
to  Williams  — at  fees 
up  to  $1,000  an  hour 


era,  his  friendship  with  Clifford,  the 
New  Dealer  who  later  became  Lyndon 
Johnson's  Defense  Secretary,  gave  him 
an  entree.  Clifford  referred  clients  to 
Williams  when  they  found  themselves 
ensnared  in  white-collar  prosecutions. 

Williams'  reputation  as  a  fixer  grew  in 
the  19()()s.  For  Jack  Kennedy  he  checked 
out  Roy  Cohn,  under  investigation  by 
brother  Bobby's  Justice  Dept.  He  repre- 
sented Johnson  aide  Bobby  Baker  in  an 
influence-peddling  trial.  On  Williams'  ad- 
•  vice.  Baker  took  the  Fifth  Amendment 


120  times.  Williams  would 
advise  clients  to  stick  to 
their  stories  and  not  cut 
deals  with  prosecutors 
who  divided  defendants 
by  granting  immunity  to 
lesser  figures  for  testimo- 
ny. "You  can  hang  to- 
gether," he'd  say.  "Or  we 
can  hang  together." 

By  the  1980s,  Williams 
had  power,  prestige,  and 
money.  His  clients  now 
came  from  the  business 
world:  Gulf  &  Western 
Corp.'s  Charles  Bluhdorn, 
whom  he  successfully  de- 
fended in  a  securities- 
fraud   investigation,  and 

  Victor  Posner,  the  Miami 

Beach  raider  who  pleaded  guilty  to  tax 
fraud  but  avoided  prison. 

And,  of  course,  there  was  Williams' 
last  client,  Michael  Milken.  What  might 
have  been,  had  Williams  lived?  Would  he 
have  counseled  Milken  to  fight  rather 
than  plead  guilty?  No  one  knows.  But 
what's  certain,  based  on  the  career 
Thomas  has  so  ably  sketched,  is  that  it 
would  have  been  a  hell  of  a  finale. 

BY  TIM  SMART 

WdshixgtoH  Correspondent  Smart  reports 
on  legal  affairs. 


From  day  one ,  the  key  to  the  _ 
unviable  success  of  Donaldson,  Lutls^in  & 
lenrette.  The  Equitable 's  investment  banking  arm,  has  been 
the  superior  quality  of  its  research.  In  fact,  it's  known 
throughout  the  industry  as  the  "house  that  research  built" 

DLJ  has  made  the  top  10  for  excellence  in  research  in 
Institutional  Investor's  annual  survey  every  single  year 
for  the  past  two  decades.  A  record  no  other  name  in  the 
securities  business  can  match. 

This  year.  DLJ  had  the  highest  percentage  of  analysts 
named  to  the  magazines  prestigious  1991  "All- America 
Research  Team"  and  the  most  "First  Team"  selections  — 
recognition  no  one  on  Wall  Street  can  match. 
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More  important,  the  strength  of 
DLJ  s  equity  and  credit  research  has  helped 
make  the  firm  consistently  and  strongly  profitable  despite  the 
turbulence  in  recent  years  in  the  securities  industry  In  fact. 
DLJ  has  grown  to  become  a  major  force  in  both  investment 
and  merchant  banking  and  in  fixed- income  markets. 

No  wonder,  then,  that  1991  is  turning  out  to  be  its 
best  year  ever. 

To  learn  more  about  the  strength  in  our  numbers, 
please  write  to  Richard  H.  Jenrette.  Chairman  and 
CEO.  or  Joseph  J.  Melone.  President  and  COO.  at  The 
Equitable.  787  Seventh  Avenue.  Dept.  A,  New  York. 
NY  10019. 
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ON  R&D  THAN  MOST  OF 
THE  FORTUNE  500  WILL 
MAKE  IN  SALES. 


POCKET  COMMANDER'"  is  a  trademark  of  Fu|ifsu  Network  Transmission  of  America,  Inc 


more  than  $2  billion 
annually  on  R&D  (over  10%  of 
sales)  to  bring  the  most  profound  technolo- 
gies down  to  human  terms.  And  put  some  of  them 
in  human  hands.   qD  The  ultra-light  cellular  phone,  a 
rect  result  of  our  microelectronics  research,  is  an  exam- 
It  was  Fujitsu  gallium  arsenide  circuitry  that  made  smaller 
and  lighter  cellular  phones  possible — like  the  Pocket 
Commander,'"  measuring  5.3  inches  in  length,  and 
weighing  under  10.4  ounces.  (>0  Another  Fujitsu 


It 


I^Sm^^^^^^    first — the  High  Electron  Mobility  Transistor — is  mak- 

mpraved  broadcast 

possible         jng  improved  broadcast  satellite  TV  systems  pos- 
.  And  a  design  innovation  incorporating  voice  guidance  and 
ille  made  Fujitsu  automated  teller  machines  first  to  accom- 
odate the  disabled.   qO  In  over  100  countries,  we're 
translating  the  complexities  of  technology  into  new 
ways  to  make  life  less  complex.  It's  helped  make  us 
the  $21  billion  company  we  are  today.  Now 
it's  helping  us  make  our  name  in 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


onomic  Viewpoint 


OH,  FOR  THE  REAGAN  YEARS— 
WHEN  GROWTH  WAS  GROWTH 


BY  PAUL  CRAIG  ROBERTS 


Under  Bush, 
the  economy  has 
not  grown  in 
three  years, 
and  unemployment 
is  at  6.8%  and  rising. 
But  Reagan's 
expansion  outdid  the 
performances  of 
Carter,  Ford,  Nixon, 
and  Eisenhower 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Accordinji  to  anti-Rfa^^an  pundits,  the 
"Excessive  P]ighties"  were  an  awful 
time.  But  compared  with  today,  life 
was  wonderful.  Jud.tjing  by  the  mountinj^  pres- 
sure on  President  George  Bush,  people  are 
demanding  the  return  of  Reagan's  progrowth 
policies. 

The  reasons  are  not  difficult  to  fathom.  Low 
unemployment  and  rising  incomes  are  not 
what  the  electorate  considers  excesses.  Under 
Bush,  the  economy  has  not  grown  in  three 
years,  and  not  even  optimistic  forecasters  ex- 
pect much  improvement  in  1992.  When  the 
economy  doesn't  grow,  neither  do  jobs  or  in- 
comes, and  debts  become  a  burden.  Bush  has 
taken  the  unemployment  rate  from  5.2%, 
where  Reagan  left  it,  to  6.8%  and  rising.  Real 
median  family  income  rose  throughout  the 
long  Reagan  expansion  but  has  fallen  undei- 
Bush. 

To  illustrate  the  excesses  of  the  198()s,  crit- 
ics focus  on  the  growth  of  debt.  But  debt  is 
what  finances  gi'owth  in  the  economy,  jobs, 
and  incomes.  (This  is  especially  true  in  the 
U.  S.,  where  an  anticapital  tax  system  sub- 
jects .savings  to  multiple  taxation.)  Real  eco- 
nomic gi'owth  averaged  4%  during  the  Reagan 
expansion,  far  outdistancing  that  under  Presi- 
dents Carter,  Ford,  Nixon,  and  Eisenhow(>r 
and  putting  the  Reagan  expansion  in  the  same 
league  with  the  strong  growth  of  the  19()()s. 

However,  unlike  the  expansion  during  the 
1960s,  economic  growth  in  the  1980s  did  not 
have  to  be  paid  for  with  a  rising  rate  of  infla- 
tion. When  Ronald  Reagan  entered  office,  the 
consumer  price  index  stood  at  12.5%;  when 
he  left,  it  was  4.4%,.  Inflation  actually  fell  dur- 
ing the  first  four  years  of  the  Reagan  expan- 
sion and  averaged  3.9%  over  the  1983-89  peri- 
od-half the  rate  of  the  1970s. 
NEW  JOBS.  The  growth  in  debt  during  the 
1980s  financed  the  creation  of  20  million  new 
jobs,  putting  to  shame  the  performance  of  Eu- 
rope and  Japan.  Real  median  family  income, 
which  had  stagnated  in  the  1970s,  rose  $4,000 
during  the  Reagan  expansion. 

The  gi'owth  in  debt  had  no  adverse  effects 
on  corporate  profits  or  interest  rates.  Corpo- 
rate profits  before  tax  almost  doubled  from 
1982  to  1988,  and  intei-est  rates  collapsed.  The 
prime  rate,  which  averaged  18.9%  in  1981,  fell 
to  9.3%  in  1988.  The  interest  rate  on  three- 
month  Treasury  bills  fell  from  14%  in  1981  to 
6.7%  in  1988,  and  the  rate  on  10-year  Treasury 
l)onds  fell  from  13.9%  to  8.9%. 

Thus,  we  had  an  historically  long  economic 
expansion  accompanied  by  20  million  new  jobs, 
a  tripling  of  manufacturing  pr'oductivity 
growth,  i-ising  i-eal  family  incomes,  falling  or 
stable  inflation,  and  collapsing  interest  rates. 


This  performance  is  "excessive"  only  becau; 
every  "blue-chip"  economic  forecaster  and  tw] 
bit  pundit  in  the  country  said  it  could  not  \\ 
done. 

Bush's  economic-growth  record  is  so  bad 
averaging  0.1%  annually— that  the  Presided 
with  the  second-worst  I'ecord  in  the  postw; 
era,  Eisenhower,  did  19  times  better.  Cart 
did  27  times  better.  Ford  22  times  better,  ai 
Nixon  25  times  better.  Even  when  the  Reagi 
expansion  is  weighted  down  with  the  1981-i 
Vf)lcker  recession,  Reagan  did  29  times  bettt 
DISMAL  FAILURE.  Liltle  wonder  that  Bush 
economic  team  is  hiding  its  own  dismal  failui 
by  blaming  an  "excessive"  growth  in  emplo 
ment  and  income  in  the  1980s.  This  dem 
goguery  pleases  liberals  who  hate  Reaga 
but  it  doesn't  fool  the  electorate,  which  is  d 
manding  that  Bush  stop  his  systematic  d 
struction  of  the  Reagan  economy. 

Bush  has  no  economic  achievements  and  i 
numerable  failures.  He  has  taken  no  steps 
stop  the  dangerous  slide  in  real  estate  v: 
ues— thus  maximizing  the  cost  of  the  taxpay 
bailout  of  savings  and  loan  association  ai 
bank  depositors.  Real  estate  values  could  ha 
been  stabilized,  and  many  thrifts  and  ban^ 
saved,  for  a  small  fraction  of  the  cost  of  tl 
bailout.  The  tax  cost  of  returning  the  tax  ai 
depreciation  advantages,  whicli  were  foolish 
yanked  away  by  the  Tax  Reform  Act  of  19: 
in  the  midst  of  a  real  estate  correction,  is  i 
finitesimal  compared  with  the  ongoing  d 
struction  of  wealth  and  financial  institutior 
However,  James  A.  Baker  III  and  Richard 
Darman,  the  big-wigs  of  the  Bush  Administr 
tion,  oppose  any  undoing  of  theii'  handiwo 
from  the  days  when  together  they  were  ru 
ning  the  Ti-easury  Dept. 

Bush  raised  taxes,  and  the  budget  defi^ 
has  jumped  from  $150  billion,  where  Reag;^ 
left  it,  to  more  than  $350  billion.  The  19) 
budget  agi'eement— centerpiece  of  the  Admi 
istration's  economic  policy— has  been  follow' 
by  an  increase  in  projected  red  ink  th 
dwarfs  in  magnitude  the  deficit  effect  of  t 
1981  Reagan  tax  cut.  Moreover,  the  Congr( 
sional  Budget  Office  now  forecasts  $300  billi 
deficits  as  far  as  the  eye  can  see.  Unlike  t 
economic  boom  that  Reagan  gave  us,  we  hal 
nothing  to  show  or  to  expect  from  Bush's  i 
precedented  increase  in  the  public  debt— f ' 
cept  higher  taxes. 

During  the  three  years  that  Bush  has  oc(, 
pied  the  White  House,  the  only  growth  h 
been  in  the  deficit,  taxes,  regulation,  and  i 
employment.  It  is  a  scary  indication  of  o 
future  that  the  government  and  the  pund 
see  this  dismal  failure  as  moderation  and  r, 
gard  the  successes  of  the  1980s  as  excesse: 
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Because  new  Microsoft  Works  does 
everything  from  mailing  lists  to  business 
plans,  it  can  put  any  business  on  a  roll. 


Why,  just  talk  to 
Don  Schulze,  owner  of 
"Shultzy's."  Don  uses 
new  Microsoft'  Works 
for  Windows"  to  run 
almost  his  entire  busi- 
ness. And  the  reasons 
are  simple.  Works  comes  complete  with  a 
word  processor,  spreadsheet,  charting,  data- 
base and  drawing  tools.  Or,  as  Don  would 
say  ''It  comes  with  the  works!'  So  it's  ideal 
for  any  small  business. 

And  since  everything  works  together. 


Works  for  Windows  is  part  of  the 
Microsoft  Solution  Serifs. 


it's  very  easy  to  do  things  like  prepare  cus- 
tomer mailing  lists,  financial  analysis,  busi- 
ness plans  and  much  much  more. 

Furthermore,  because  it's  Windows- 
based,  it  works  a  lot  less  like  a  computer 
and  a  lot  more  like  you. 

Get  Works  now  and  expect  to  see  a 
check  for  $15*  right  in  the  package.To  learn 
more,  call  (800)  541-1261,  Dept.T48.  And 
find  out  how  to  get  your  business  cooking. 

Micmsott 


Offer  expires  4/30/92  or  while  supplies  last  Lmil  me  per  customer  Offer  good  only  in  the  50  Vniteel  States-  <S  1991  MwrosofI  Corporation.  All  nghls  resented  Prmled  m  the  U.S.A.  In  the  50  United  Stales,  call  1800)  541-1261  Dept  T48  For  mformatim 
only:  In  Canada,  call  1800)  563-9048.  outsule  the  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademarti  of  Microsoft  Corporation  Companies  names  and  data  used  in 
screens  and  sample  output  are  fictitiotis  unless  othemise  noted.  Shuttzv's  and  Don  Schulze's  names  used  with  permission. 
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Our  Earth-  Or 


You  don't  have  to  be  a  rocket  scientist        all  their  scrutiny  and  innovation  int 


to  appreciate  the  Daewoo  television.  It's        their  own  Daewoo -brand  TVs  an  iewoc 


the  brainchild  of  a  company  that  makes        VCRs.  The  television's  comb  filte  otivei 


space  satellites.  Having  solved  complex        enhances  resolution  30%.  The  flat  tub 


logistical  problems  in  aerospace  and        and  Automatic  Picture  Control  sc  jrJij 


robotics,  Daewoo  engineers  are  pouring        it  light-years  apart.  No  wonder  it 
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ceived   the    same    enthusiasm    as  I^IHHBIHH!^^^^^^^^^^ 

lewoo's  advances  in  aerospace,  auto-  1 1  ^^fl^H 

otives,  heavy  industry,  and  ship-  ^^^^^K  •  -  w^^^mm 

lilding:  The  technology  is  out  of  this  Ml^^K^^SamSL^.  "''^^^^^^^^^H 
orld.  Daewoo,  CPO  Box  2810,  Seoul,  ^^^^^^^^^^^^^^^^^^ 

area.  Fax  number:  02-75  9-35  5  8.  The  Universal  Language  of  Quality. 


conomic  Trends 


I 


BY  GENE  KORETZ 


WHY  LONG  RATES  ARE 
RESISTING  THE  PULL 
OF  ECONOMIC  GRAVITY 


The  nation's  economic  poiicymakers 
are  frustrated,  to  say  the  least.  The 
Federal  Reserve  has  i)iished  short-term 
interest  rates  down  to  their  lowest  lev- 
els in  two  decades,  the  economy  seems 
comatose,  and  inflation  is  subsidinj^.  Yet 
lon^-term  rates,  which  directly  affect 
such  critical  sectors  as  housing,  have 
stayed  relatively  high  and  have  risen  in 
real  terms  as  inflation  has  slowed. 

The  most  common  explanation  of 
stubbornly  high  long-term  yields  is  psy- 
chological: Investors  in  inflation-sensi- 
tive secui'ities  are  becoming  more  fearful 
that  Congress  and  the  Administration 
will  resoit  to  overstimulus  to  ensure 
victory  at  the  i)olls  next  year.  But  while 


THE  DEFICIT  DWARFS 
PRIVATE  SAVINGS 


70  75 
▲  PERCENT 

DATA.  COMMERCE  DEPT.,  BANKERS  TRUST  CO. 


he  concedes  that  market  psychology  is 
important,  economist  Alan  C.  Lerner  of 
liankers  Ti-ust  Co.  thinks  long  rates  are 
being  held  up  l)y  more  than  investor 
fears.  "The  combination  of  an  exploding 
federal  deficit  combined  with  weak  pri- 
vate savings,"  he  says,  "implies  that  gov- 
ernment borrowing  is  crowding  out  pri- 
vate borrowers." 

To  be  sure,  most  economists  question 
the  "crowding  out"  thesis— particularly 
since  the  federal  deficit  as  a  percent  of 
gi'oss  national  product  has  fleclined  fi'om 
its  level  in  the  mid-1980s.  But  Lerner 
argues  that  the  best  way  to  gauge  the 
potential  impact  of  the  deficit  on  capital 
mai'kets  is  to  relate  the  red  ink  directly 
to  personal  savings  rather  than  GNP. 

"Such  savings,  which  have  been  his- 
torically low  since  the  mid-1980s,"  he 
says,  "are  the  principal  source  of  pri- 
vate domestic  funds  available  for  fi- 


nancing pul)lic  and  private  borrowing." 
(Savings  by  business  have  also  slowed 
recently,  but  are  smaller  and  more  af- 
fected by  the  busipess  cycle.) 

The  past  two  decades,  notes  Lerner, 
have  seen  a  "I'elentless  upward  march  of 
the  federal  deficit  as  a  percentage  of 
personal  savings— from  5%  in  1970  to  an 
estimated  162%  this  year."  The  effect  of 
this  trend  on  capital  markets,  he  notes, 
was  muted  in  the  mid-1980s  because  the 
U.  S.  was  able  to  attract  large  pools  of 
savings  from  abroad.  But  now  that  de- 
velopments overseas  have  stanched  the 
flow  of  foreign  capital  into  the  U.  S., 
Lerner  contends  that  "crowding  out  is 
back  with  a  vengeance." 

If  Lerner  is  right,  government  poli- 
cymakers face  a  daunting  task:  They 
must  not  only  find  a  way  to  stimulate 
the  economy  while  calming  inflationary 
fears  but  also  take  action  to  bolster 
household  savings  and  reduce  the  deficit 
over  time.  Until  they  do,  warns  Lerner, 
"long-term  interest  rates  are  likely  to 
remain  relatively  high." 


FOREIGN  CAPITAL 
IS  DOING  MORE 
EBBING  THAN  FLOWING 


Alan  Lerner  isn't  alone  in  asserting 
the  economy  is  undei'going  a  credit 
squeeze.  Economic  consultant  Sam  Na- 
kagama  points  to  a  sharp  slowdown  in 
the  nation's  net  inflow  of  foreign  capi- 
tal—from $166.9  billion  in  1987  to  an  ac- 
tual outflow  at  a  $52.3  billion  annual 
rate  in  the  first  half  of  this  year.  The 
main  cause,  he  says,  has  been  a  massive 
reversal  in  Japan's  and  Germany's  capi- 
tal flows,  from  a  combined  outflow  of 
$80  billion  in  1990  to  an  inflow  at  a  $19.4 
billion  pace  this  year.  In  this  situation, 
says  Nakagama,  "tax  cuts  that  lead  to 
rising  deficits  may  be  of  little  avail." 


FOR  MANUFACTURERS, 
THE  GRASS  IS  FAR 
GREENER  OVERSEAS 


American  manufacturers  with  facto- 
I'ies  or  sales  subsidiaries  overseas 
are  outperforming  their  domestic  coun- 
teiparts.  A  new  Conference  Board  study 
of  more  than  1,500  companies  reports 
that  U.  S.  multinationals  during  the 
1980s  posted  faster-  growth  than  domes- 
tics in  19  out  of  20  major  industi-y 
groups,  and  higher  earnings  in  17. 

The  study  also  found  that  the  number 
of  U.  S.  manufacturers  at  home  and 
abroad  participating  in  major  industrial 
markets  shrank  significantly— part  of  an 


apparent  world  trend  toward  great 
concentration  in  product  markets.  Th 
finding  may  have  important  implicatio 
for  trade  ix)licy,  says  Conference  Boa* 
Economist  Gail  D.  Fosler.  It  sugge; 
that  "global  markets  may  be  less  pur€ 
competitive  than  policymakers  assur 
and  increasingly  reflect  the  strategic 
tions  of  a  few  large  producers." 


HOW  IMPORTS  HAVE 
DEPRESSED 

U.S.  WORKERS'  WAGES 
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Critics  of  America's  liberal  trade  ai 
immigration  policies  have  often  i 
gued  that  they  have  depressed  U. 
wages.  Now,  in  a  new  National  Bure; 
of  Economic  Research  working  pap( 
economists  George  J.  Borjas,  Richard 
Freeman,  and  Lawrence  F.  Katz  p: 
vide  some  hard  estimates  of  such 
fects.  Their  study  focuses  on  the  wi 
ening  gap  in  earnings  between  I 
ser-educated  and  higher-educated  woi 
ers  during  the  1980s— a  period  duri 
which  college  graduates'  wages  rose 
real  terms  while  real  earnings  of  lessi 
educated  workers  either  failed  to  gr 
or  actually  declined. 

The  authors'  analysis  of  the  labor  o 
tent  of  imports  that  suljstituted  or  co; 
peted  with  the  products  of  U.  S.  work 
indicates  that  by  the  mid-1980s,  t 
trade  deficit  was  increasing  the  "impi 
it"  labor  supply  of  the  manufacturii 
sector  by  about  6%  annually.  As  a  resu 
they  say,  the  11%  decline  in  the  wag 
of  high  school  graduates  relative  to  C( 
lege  graduates  between  1980  and  191 
was  nearly  a  third  larger  than  it  wou 
otherwise  have  l)een. 

The  biggest  part  of  the  trade  defic; 
however,  was  concentrated  in  industri  iiilf 
that  intensively  employ  high  scho 
dropouts.  Thus,  its  impact  on  the  ear 
ings  of  U.  S.  dropouts  was  even  great(  ^^^^^ 
as  was  the  impact  of  the  wave  of  ne 
immigrants  in  the  1980s,  which  includ™ 
relatively  few  high  school  gi'aduates  b 
many  jjoorly  educated  workers. 

By  1988,  the  researchers  estimate  th 
the  combination  of  the  trade  deficit  ai 
continued  high  immigration  (includir 
illegals)  had  boosted  the  implicit  supp 


of  high  school  dropouts  by  30%.  The: 
two  factors  accounted  for  some  30% 
50%  of  the  10  percentage-point  decline 
dropout  wages  relative  to  high  scho 
and  college  grads  in  the  1980-88  periol  i 
In  short,  by  augmenting  the  effecti^f 
supply  of  less  educated  workers  in  tl! 
1980s,  imports  and  increased  immigrati(| 
helped  to  depress  their  wages  and  thij  . 
widen  the  earnings  gap  between  les4 

;.  I 


iat  still 


skilled  and  more-skilled  Americans. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


OW  MUCH  MORE 

UN  THE  ECONOMY  TAKE? 


s  the  U.  S.  in  the  longest  recession  in  the  postwar 
era?  Despite  two  quarters  of  tepid  growth,  the  econ- 
omy now  faces  that  sobering  question, 
ading  hopes  for  a  sustainable  recovery  took  a  body 
V  in  early  December.  Washington's  revisions  to  third- 
rter  gross  domestic  product  and  a  recession-size  drop 
Jovember  employment  raised  fears  that  a  new  period 
iconomic  contraction  is  unfolding. 

The  latest  job  numbers  show 
that  net  payroll  employment  fell 
by  241,000  workers  last  month 
and  that  the  percentage  of  hir- 
ing industries  is  rapidly  shrink- 
ing (chart).  The  November  job 
loss  was  on  a  par  with  the 
worst  posted  during  the  winter 
months  of  the  recession,  and  it 
all  but  wiped  out  the  few  gains 
made  since  April. 
For  an  economy  desperately 


HARP  SLOWDOWN 
IN  HIRING 


PERCENT  OF  INDUSTRIES 
ADDING  TO  THEIR  PAYROUS 


NOV. 


ting  growth  in  jobs  and  incomes  to  get  consumer 
fiding  back  on  track,  the  report  was  shattering.  No 
)very  can  proceed  against  job  losses  of  that  size.  And 
'e  after  wave  of  corporate  layoff  announcements  as- 
5s  that  more  cuts  are  on  the  way  (page  24). 
he  government's  GDP  revisions  were  also  a  stunner, 
y  showed  that  final  sales  fell  last  quarter,  that  inven- 
r  growth  more  than  accounted  for  the  economy's 
IS,  and  that  consumers'  real  income  didn't  grow  at 
Against  that  backdrop,  the  economy  faces  tough 
Iding  this  winter. 

IRECASTS  Now,  economists  are  making  some  revi- 
)FROM  sions — to  their  forecasts.  They  have  cut 
LUM  TO  their  average  projection  for  the  current- 
LUMMER  quarter  annual  growth  rate  by  more  than 
",  from  2.8%  in  October  to  1.3%  in  December,  accord- 
to  Blue  Chip  Economic  hidicators,  a  monthly  sur- 

of  50  forecasters.  They  have  trimmed  their  first- 
rter  growth  projections  from  2.9%  to  1.8%. 
hat  still  may  be  too  optimistic.  Most  measures  of 
iiomic  performance  began  the  fourth  quarter  below 
r  third-quarter  levels,  strongly  suggesting  a  drop  in 

quarter's  real  GDP.  Blue  Chip  reports  that  an  in- 
ising  number  of  forecasters  predict  outright  declines 
>oth  quarters.  Also,  the  latest  survey  was  taken  dur- 
the  GDP  revisions  and  before  the  dismal  job  data,  so 
projections  are  likely  to  go  lower, 
he  latest  data  also  got  the  attention  of  the  Federal 
lerve.  On  Dec.  6,  it  lowered  its  target  for  the  federal 


funds  rate  by  a  quarter  point,  to  4 1/2%.  That  was  the 
14th  cut  since  the  recession  began  last  July,  when  the 
rate  stood  at  8^4%'.  Since  its  peak  at  9%%-  in  the  spring 
of  1989,  the  rate  has  come  down  by  more  than  half. 

And  there  is  more  to  come.  In  the  past  five  reces- 
sions— counting  the  back-to-back  downturns  in  1980  and 
1981-82  as  one — the  federal  funds  rate  dropped  by  an 
average  of  two-thirds.  Also,  the  real  funds  rate,  adjusted 
for  inflation,  remains  higher  than  at  its  trough  in  past 
recessions,  when  it  has  typically  turned  negative. 

Two  factors  suggest  that  the  Fed  will  ease  policy 
further:  The  outlook  for  inflation  amid  new  economic 
weakness  is  brighter,  and  the  increasingly  pro-growth 
mix  on  the  Fed's  policy  committee  imparts  a  greater  bias 
toward  ease.  The  central  bank  may  well  decide  to  shave 
another  quarter  point  off  the  federal  funds  rate  by  year- 
end  at  its  policy  meeting  on  Dec.  17. 

If  so,  expect  a  half-point  cut 
in  the  discount  rate,  to  4% .  That 
move  will  allow  banks  to  cut  the 
prime  rate  by  a  half  point  to  7%-, 
the  lowest  since  1977,  and  it  will 
put  the  discount  rate  at  the  low- 
est point  since  1967. 

Fed  Chairman  Alan  Green- 
span's remarks  on  Dec.  6  made 
it  clear  that  he  is  still  concerned 
about  the  growth-depressing 
combination  of  heavy  debt,  bad 
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loans,  and  lending  caution  by  banks.  A  month  ago, 
Greenspan  likened  these  problems  to  a  "50-mph  head- 
wind" buffeting  the  economy.  In  the  wake  of  the  latest 
data,  Fed  Vice-Chairman  David  W.  Mullins  Jr.  in  a 
speech  on  Dec.  10  upped  the  speed  to  75  mph. 

LOWER  Clearly,  the  Fed  is  planting  the  seeds  of  a 
RATES  WILL  true  recovery,  although  they  may  not 
FREE  UP  sprout  until  next  spring  because  of  the 
MORE  CASH  usual  lags.  The  M2  money  supply  picked 
up  in  both  October  and  November,  finally  showing  the 
first  signs  of  responding  to  past  Fed  easing. 

Also,  lower  rates  are  slowly  allowing  consumers  to 
reliquify  their  debt-laden  financial  positions.  That  puts 
more  income  in  people's  pockets.  By  one  estimate,  mort- 
gage refinancing  alone  will  add  some  $50  billion,  at  an 
annual  rate,  to  consumer  spending  by  spring.  And  except 
for  revolving  credit,  consumers  continue  to  lighten  their 
burden  of  installment  debt  (chart). 

Installment  credit  rose  slightly  in  October,  up  $802 
million,  after  a  smaller  increase  in  September.  However, 
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LONG  RATES  HEED 
A  DIFFERENT  CALL 


the  advance  probably  means  that  consumers  are  paying 
off  their  debt  at  an  even  slower  pace  than  they  are 
taking  on  new  credit.  Households  are  having  a  hard 
time  unloading  their  old  lOU's,  and  that  will  drag  out 
the  reliquification  process. 

During  the  past  year,  install- 
ment debt  is  down  by  0.77^  and 
most  types  are  falling  as  a  per- 
centage of  disposable  income — 
a  typical  recession  pattern.  The 
only  exception  is  revolving  cred- 
it. That's  a  red  flag  that  con- 
sumers may  be  using  their  cred- 
it cards  as  a  last-ditch  source  of 
funds. 

Another  problem:  High  long- 
term  interest  rates  are  holding 
up  progress  on  housing  and  consumer  finances.  Because 
of  the  bond  market's  worries  about  inflation  and  Trea- 
sury financing,  long  rates  are  still  lofty  compared  with 
the  Fed-engineered  drop  in  short-term  rates  (chart). 

However,  the  threat  of  more  recession  makes  defla- 
tion a  greater  risk  than  inflation,  so  price  growth  should 
slow  further.  Also,  based  on  comments  by  Treasury 
Secretary  Nicholas  J.  Brady  on  Dec.  5,  the  Treasury  may 
begin  to  sell  fewer  30-year  bonds  in  an  effort  to  shorten 
its  maturities  and  take  some  upward  pressure  off  rates. 
All  this  should  allow  long  rates  to  move  lower. 
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FACTORIES 
FACE  A 
BLEAK 
WINTER 


Lower  rates  will  eventually  work  their 
magic,  but  for  now,  the  combination  of 
weak  income  growth,  declining  final  de- 
mand, and  faster-than-desired  growth  in 
inventories  is  a  killer.  It  sets  up  the  classic  recession 
cycle,  as  losses  in  output  and  employment  further  de- 
press income  and  spending. 

The  November  job  report  was,  at  least,  a  mitigated 
disaster.  The  Labor  Dept.  reported  some  onetime  season- 


al-adjustment problems  that  made  the  decline  look  wors 
than  reported.  And  construction  employment,  whic 
dropped  by  95,000,  was  depressed  by  snowstorms. 

But  even  accounting  for  all  that,  the  overall  losses  fs 
exceeded  the  expectations  of  most  economists.  Nonfari 
employment  is  now  only  93,000  higher  than  the  rece: 
sion's  low  point  in  April.  If  health  care  jobs  had  nc 
grown  by  an  impressive  256,000  since  April,  employmer 
in  November  would  stand  at  a  new  cychcal  low. 

Retail  jobs  were  especially 
scarce  last  month.  After  season- 
al adjustment,  they  fell  by 
111,000,  as  stores  fearing  poor 
holiday  sales  added  far  fewer 
workers  than  usual. 

Manufacturers  also  trimmed 
their  November  payrolls,  cut- 
ting 33,000  workers  after  simi- 
lar-size losses  in  September  and 
October.  The  factory  workweek 
held  steady,  at  40.9  hours,  but 
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IS  FALLING  AGAIN 
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that's  down  from  August  and  September.  All  this  mean 
that  industrial  production  went  nowhere  for  the  fourt 
consecutive  month. 

Outright  declines  in  factory  output  are  a  good  bet  a 
winter  wears  on.  Carmakers  have  already  slashed  plan 
for  first-quarter  output,  and  falling  auto  production  a 
ways  has  a  broad  impact  on  Detroit's  supplier  industries 

But  problems  in  manufacturing  go  beyond  Detroi^ 
Unfilled  orders  plunged  in  both  September  and  Octobe 
(chart).  So  companies  will  have  to  depend  on  fresh  d( 
mand  to  keep  their  production  lines  running  at  a  tim 
when  new  orders  are  slowing.  If  manufacturing  goe 
under  again,  it  will  take  the  rest  of  the  economy  with  it 

The  record  length  of  postwar  recessions  is  16  months 
a  span  reached  in  both  the  1973-75  and  the  1981-82  dowr 
turns.  If  the  economy  is  indeed  headed  back  into  th 
soup,  November  was  month  number  16 — and  counting. 


INDUSTRIAL  PRODUCTION 


Monday,  Dec.  16,  9:15  a.yn. 
Output  by  the  nation's  factories,  mines, 
and  utilities  probably  dropped  by  about 
0.1%  in  November,  according  to  econo- 
mists surveyed  by  MM.S  International,  a 
division  of  McGraw-Hill  Inc.  The  loss  is 
suggested  by  the  drop  in  factory  jobs 
and  a  decline  in  the  National  Association 
of  Purchasing  Management's  index  of 
industrial  activity.  A  decrease  in  auto 
production  will  likely  lead  the  overall 
drop.  The  expected  loss  in  output  sug- 
gests that  industry  used  only  79.3%  of 
capacity,  down  from  79.6%  in  October. 
The  lack  of  any  significant  pickup  in 
domestic  demand,  plus  an  involuntary 
rebuilding  in  inventories,  is  causing  fac- 


tories to  cut  their  production  schedules. 
Output  was  unchanged  in  October  and 
was  up  0.2%  in  September. 

HOUSING  STARTS  

Tuesday,  Dec.  17,  8:30  a.m. 
Construction  on  new  housing  probably 
stood  at  an  annual  rate  of  1.07  million  in 
November.  Starts  were  a  bit  higher  in 
October,  at  a  1.1  million  pace.  In  Novem- 
ber, bad  weather  hampered  homebuild- 
ing  in  the  Midwest,  but  the  weakness  in 
sales  elsewhere  in  the  U.  S.  indicates  de- 
mand for  new  homes  remains  soft. 

CAPITAL  SPENDING  PLANS  

Wednesday,  Dec.  18,  8:.iO  a.m. 

The  Commerce  Dept.'s  first  survey  of 

spending  plans  for  new  plants  and  equip- 


ment for  1992  is  likely  to  show  that  an 
gain  next  year  will  come  in  the  secon 
half.  Spending  fundamentals,  such  ai 
profits,  product  demand,  and  credi 
availability,  are  too  weak  to  supper 
much  new  investment  in  the  winter  o 
spring.  In  1991,  capital  spending  is  est 
mated  to  have  increased  just  0..5%. 

MERCHANDISE  TRADE  DEFICIT 


Thursday,  Dec.  19,  8:30  a.m. 
The  MMS  consensus  expects  that  th 
trade  deficit  narrowed  slightly  in  Octc 
ber,  to  $6.6  billion,  down  from  $6.8  hi 
lion  in  September.  Exports,  which  wer  j 
up  3%  in  September,  probably  change 
little  in  October.  Imports,  up  3.2%  in  Se] 
tember,  may  have  fallen  in  Octobei 
helped  in  part  by  declining  oil  prices.  J 
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WE  CAN  SEE  BY  YOUR  FACE  THAT 
YOU'VE  PRICED  THE  NEW  CAMRY 


SlZOOOforaCamry  LE^  Yikes. 

What  you  need  is  a  dose  of  reality.  Like 
the  Nissan'  Stanza'  XE.  It  has  just  about  every- 
thing you've  ever  wanted  in  a  family  sedan. 
Like  a  Value  Option  Package  that  includes  air 
conditioning,  AM/FM  stereo  cassette,  cruise 
control  and  power  windows  and  door  locks. 
More  headroom  and  a  much  mo;e 


powerful  standard  engine  than  Camry.Tradi- 
tionally  high  resale  value.  And  up  to  $1,000 
in  factory-to-dealer  incentives  can  helpmal<e 
it  yours  for  under  $15,000*  That's  up  to 
$2,600**less  than  you -know- who. 

So  after  you've  gotten  over  the  Camry 
sticker  shock,  come  see  Stanza.  But  first,  do 
something  about  your  hair 


THE  NISSAN  STANZA.  STILL  UNDER  $15,000. 


cm 


BLMLT  FOR  THE 
HUMAN  RACE* 


Smarr  people  always  read  the  fine  pnnc  And  diey  always  wear  [hen  sear  belts  *MSRP  excluding  ride,  taxes,  license  and  destination  charges 
Incentive  available  lor  a  limited  time  Dealer  participation  may  alfect  cost  **Comparison  based  on  Stanza  XE  with  Value  Option  Package  with  automatic 
transmission  to  Camry  LE  Actual  price  difference  without  incentive  SI. 608  Differences  in  destination  charges  may  affect  price  comparison 
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OVERCAUTIOUS  EMPIOYERS  COULD  SEND  THE  ECONOMY  SPIRALING  DOWNWARD 
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What  does  it  feel  like  to  have  an 
economic  recovery  without 
new  jobs? 
That's  what  Americans  may  be  find- 
ing out.  Since  July,  nonfarm  payrolls 
have  shrunk  by  30,000.  Take  out  hiring 
in  health  care,  and  the  rest  of  the  econo- 
my has  lost  almost  200,000  jobs.  And  the 
next  few  months  don't  look  much  better. 
Many  economists  see  only  a  weak  re- 
bound in  employment  in  the  first  half  of 
1992  (chart) — one  that  won't  be  enough 
to  bring  down  the  unemployment  rate. 

What's  worse,  the  layoffs,  downsiz- 
ings,  and  "involuntary  separations"  that 
made  1991  ghastly  for  many  workers 
will  continue  into  1992.  Many  companies 
that  have  already  cut  jobs  aren't 
through  chopping  heads.  And  fresh  cut- 
backs seem  to  be  announced  almost  ev- 
ery day.  On  Dec.  11,  for  instance,  Xerox 
Corp.  disclosed  plans  for  reducing  its 
work  force  by  2,500  by  mid-1992.  On  the 
same  day,  TRW  Inc.  announced  impend- 
ing job  cuts  of  2,500  workers,  in  addition 
to  divesting  businesses  employing  7,500 
more.  And  IB.M  intends  to  cut  20,000  posi- 
tions over  the  next  year,  the  sixth  such 
major  job-cutting  program  at  Big  Blue 
since  1987  (page  28). 
TOO  PRUDENT?  After  the  last  recession 
ended,  in  November,  1982,  many  compa- 
nies waited  only  a  few  months  before 
starting  to  add  workers  again.  But  this 
time,  most  businesses  intend  to  hold  off 
much  longer,  until  the  recovery  is  stron- 
ger. Help-wanted  ads  are  down  every- 
where, and  executive  and  professional 
search  firms  report  only  a  slight  pickup 
in  activity.  Says  Christopher  C.  Cole, 
vice-president  for  strategy  and  business 
development  at  toolmaker  Cincinnati 
Milacron  Inc.:  "I  do  not  look  for  us  to  be 
increasing  employment  next  year — not 
until  we  see  our  customers  in  a  lot  stron- 
ger position  than  they  are  now." 

That  may  well  be  a  prudent  strategy 
for  Milacron.  But  too  much  caution  on 
the  part  of  employers  could  lead  the 
economy  into  a  vicious  downward  spiral. 
When  companies  don't  see  an  increase  in 


demand,  they  will  tighten  their  belts  an- 
other notch.  The  fear  of  more  layoffs 
could  terrify  workers  into  pulling  purse 
strings  tighter.  Indeed,  one  measure  of 
consumer  confidence,  compiled  by  Plog 
Research,  a  Los  Angeles  market  re- 
searcher, plunged  from  44.6  in  October 
to  26.3  in  November. 

Not  all  parts  of  the  labor  market  are 
shrinking.  Engineers  and  technicians  are 


still  in  demand,  depending  on  their  sj 
cialty,  even  at  companies  that  otherwi 
are  paring  workers.  Environmental  co; 
panics  intend  to  hire  in  the  first  half 
1992,  reports  Management  Recruite  itiis  in 
International  Inc.,  a  Cleveland  sear^sred 
firm.  Health  care,  too,  is  still  a  source 
jobs.  For  example,  Baxter  Internatior 
Inc.,  a  health-care-goods  company  awo: 
Deerfield,  III,  hired  hundreds  of  peo^  iiper. 
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NEW  ORDERS,  NEW  JOBS? 


%,   DESPITE  A  $145  MILLION  CONTRACT  TO  PRCI 


24  BUSINESS  WEEK/DECEMBER  23,  1991 


year  and  plans  to  add  more  in  1992. 
Hyatt  Hotels  Corp.,  which  laid  off 
0  people  in  1991,  expects  to  open 
e  hotels  and  hire  1,500  new  workers 
ie  coming  year,  says  President  Dar- 
Hartley-Leonard. 

ut  these  companies  are  the  e.xcep- 
3  in  a  recovery  that  has  proved  dis- 
sing  for  workers.  When  the  1981-82 
ssion  ended,  hiring  picked  up  in 
e  industries,  such  as  finance  and 
ness  services,  almost  immediately, 
lin  six  months,  almost  every  indus- 
was  expanding  vigorously,  and  the 
lomy  had  added  almost  900,000  jobs. 
)IDSTILL.  This  time,  almost  no  indus- 
shows  growth.  The  bloated  banking, 

estate,  and  retailing  fields  are  still 
racting  painfully.  Continuing  state 
local  budget  deficits  mean  more  re- 
ions  in  government  jobs.  Defense 

are  still  taking  their  toll  across  the 
itry.  And  after  a  mild  rebound,  not  a 
le  manufactur'ng  industry  has  add- 
nany  workers  since  summer, 
oreover,  if  spending  falters  and  the 


economy  starts  to  contract,  retailers  and 
manufacturers  might  find  themselves 
with  mountains  of  excess  inventory.  "If 
Christmas  sales  come  through  poorly," 
warns  A.  Gary  Shilling,  an  economic  con- 
sultant, "I  think  we  will  see  more  big 
layoffs  early  in  1992." 


Certainly,  many  companies  intend  to 
keep  cutting  costs — and  jobs — even  if 
the  economy  continues  to  recover.  On 
Dec.  9,  Denver's  U.  S.  West  Inc.  unveiled 
plans  to  slash  about  6,000  positions, 
some  97'  of  its  total  work  force,  over  the 
next  three  years.  And  citing  a  bleak  out- 
look for  farm  and  construction  equip- 


ment, Tenneco  Inc.  announced  it  intends 
to  pare  4,000  jobs  from  its  J.  I.  Case 
subsidiary  by  the  end  of  1992. 

Computer  companies,  too,  are  still  try- 
ing to  slim  down  to  meet  the  new  reali- 
ties of  the  marketplace.  Besides  IBM,  Un- 
isys Corp.,  which  announced  cuts  in 
July,  has  eliminated  12,000  jobs,  by  lay- 
offs or  divestitures,  since  the  beginning 
of  this  year  and  has  6,000  more  to  go  in 
1992.  Analysts  expect  that  minicomputer 
maker  Digital  Equipment  Corp.  will  cut 
6,000  jobs  in  the  first  half  of  1992,  in 
addition  to  the  5,700  eliminated  through 
Sept.  30. 

And  corporations  such  as  Du  Pont  Co. 
are  cutting  jobs  to  remain  globally  com- 
petitive. The  company  has  eliminated 
1,700  jobs  out  of  an  announced  5,500  so 
far,  with  more  cuts  planned  for  next 
year.  Du  Pont  workers  were  recently  un- 
nerved by  news  of  another  scheme  in 
the  works  to  bolster  the  company's  bot- 
tom line  by  as  much  as  $2  billion  over 
the  next  five  years,  in  part  by  paring 
"unnecessary"  jobs. 

NO  RELIEF.  The  shrinking  defense  indus- 
try is  sure  to  bring  many  pink  slips  to 
workers  in  1992.  With  business  weak  for 
both  military  and  commercial  aircraft, 
McDonnell  Douglas  Corp.  expects  to  fire 
up  to  6,000  employees  over  the  next  18 
months.  An  additional  1,700  missile  and 
helicopter  workers  also  will  get  the  ax. 
Even  mighty  Boeing  Co.,  which  expects 
to  lose  about  2,500  jobs  because  of  can- 
celed missile  programs,  will  have  to  lay 
off  excess  workers.  About  7,600  addi- 
tional Boeing  jobs  could  be  lost  if  Con- 
gress cancels  the  B-2  stealth  bomber. 

Beyond  defense,  most  companies  ex- 
pect that  sales  will  eventually  pick  up. 
Still,  even  new  orders  may  not  bring 
jobs  back.  In  September,  General  Elec- 
tric Aerospace  reported  plans  to  cut  em- 
ployment by  almost  207<  at  its  East 
Windsor  (N.  J.)  plant  by  mid-1992.  Then, 
on  Dec.  2,  GE  won  a  $145  million  contract 
to  build  two  satellites  for  South  Korea 
at  that  same  plant.  Good  news,  right? 
Yes,  but  the  company  doesn't  plan  to 
hire  new  workers.  And  the  new  order 
won't  even  boost  U.  S.  employment  at 
GE's  contractors,  since  the  three  key 
suppliers  are  foreign. 

Production  of  goods  and  services  may 
still  be  able  to  grow  again  without  a 
rebound  in  employment.  If  all  the  cut- 
backs make  companies  more  efficient, 
higher  productivity  could  mean  economic 
growth  without  more  jobs.  Yet  for  mil- 
lions who  have  lost  their  jobs,  it  would 
feel  as  if  the  recession  never  ended. 

By  Michael  J.  Mandel  in  New  York,  with 
Lois  Therrien  in  Chicago,  Lisa  Driscoll  in 
New  Haven.  Zachary  Schiller  in  Cleveland, 
and  Joseph  Weber  in  Philadelphia 
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STRUGGLING  TO 
BOUNCE  BACK... 
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EST.- 


...DESPITE  BIG  LAYOFFS 


RECENTLY  ANNOUNCED  PLANS 
FOR  STAFF  REDUCTIONS 


IBM 
U.S.  WEST 
DU  PONT 
ALLIED-SIGNAL 


20,000 
6,000 
5,500 
5,000 


WESTINGHOUSE 
TENNECO 
TRW 
XEROX 


N.J.,  STAFF  IS  BEING  CUT  BY 
LITES  FOR  SOUTH  KOREA 


4,000 
4,000 
2,500 
2,500 


DATA:  BUREAU  OF  UBOR  STATISTICS,  BW  ESTIMATES 


Cincinnati  Milacron  won't  be 
liiring  next  year — not  until 
it  sees  'customers  in  a  lot 
stronger  position' 


[i  of  the  News 


THE  ECONOMY  I 


NUMBERS  DO  LIE. 

JUST  LOOK  AT  UNEMPLOYMENT 


Part-timers,  dropouts — there's  a  lot  of  pain  behind  a  'mild'  jobless  rate 


In  a  recession,  unemployment  goes 
up.  With  tiiat  well-known  business- 
cycle  fact  in  mind,  November's  6.8/'c 
unemployment  rate  is  neither  surprising 
nor  ominous.  After  all,  joblessness  has 
averaged  almost  87'  during  the  past  five 
recessions.  That's  one  reason  why  Presi- 
dent Bush,  when  he  was  questioned  on 
Dec.  6  about  the  big  drop  in  November 
employment,  preferred  to  focus  instead 
on  the  relatively  mild  unemploy- 
ment rate. 

But  talk  to  neighbors,  co-work- 
ers, or  corporate  recruiters  about 
the  job  market,  and  they  will  all 
tell  you  the  same  thing:  It's  terri- 
ble. They're  right — and  the  Presi- 
dent is  wrong.  "The  unemploy- 
ment rate  dramatically  under- 
states the  pain,  the  distress,  and 
the  amount  of  unemployment  out 
there,"  says  Lawrence  Chimerine, 
who  is  senior  adviser  to  DRI/ 
McGraw-Hill. 

It's  tough  even  on  the  lucky 
ones  who  avoid  unemployment  by 
scrounging  up  temporary  work. 
Just  ask  Ferris  B.  Mack,  a  36-year- 
old  New  York  insurance  broker. 
Laid  off,  he  had  been  looking  for  a 
job  for  about  a  year  before  he 
found  a  temporary  spot  at  Equita- 
ble Life  Assurance  Society  in  Au- 
gust. The  work  will  probably  last 
through  April.  Mack  has  looked  for  a 
permanent  job  in  London,  Boston,  Chica- 
go, and  Atlanta.  He  has  also  tried  to 
break  into  other  industries.  "But  I'm 
hearing  the  same  story  throughout  the 
country,"  he  says.  "Things  haven't 
picked  up,  and  in  some  cases  they're  get- 
ting worse." 

PAINFUL  ADJUSTMENT.  Clearly,  one  rea- 
son for  the  disturbing  discrepancy  be- 
tween mounting  fear  and  the  mild  unem- 
ployment rate  is  the  20'/^  increase  over 
the  past  year  in  the  ranks  of  part-time 
workers  who  want  full-time  jobs.  Anoth- 
er lies  with  the  slow  growth  of  the  labor 
force— the  number  of  people  gainfully 
employed  or  actively  seeking  a  job.  Thus 
far  in  the  1990-91  recession,  the  labor 
force  has  been  growing  at  an  anemic 
0A7'  rate,  compared  with  its  growth 
over  the  long  haul  of  1.8%.  Simply  put,  a 
lot  of  people  have  stopped  looking  for 
jobs  during  this  recession.  And  the  gov- 
ernment no  longer  counts  these  drop- 


outs as  unemployed  or  as  part  of  the 
labor  force. 

Indeed,  the  national  unemployment 
rate,  after  adjusting  for  normal  labor- 
force  growth,  rises  to  a  hefty  9.5%,  esti- 
mates Paul  Getman,  economist  at  Re- 
gional Financial  Associates  Inc.  By 
comparison,  during  the  1981-82  reces- 
sion, the  official  unemployment  rate 
peaked  at  10.8'  '  and  the  "adjusted"  un- 


employment rate  only  rose  an  additional 
0.3  percentage  points,  to  11.1%. 

Why  do  people  drop  out  of  the  work 
force?  For  many  reasons.  This  time 
around,  a  lot  of  men  in  their  50s  and 
early  60s  have  voluntarily  or  involuntari- 
ly taken  early  retirement.  Some  younger 
people,  aware  that  job  prospects  are 
bleak,  are  back  in  school.  Other  workers, 
stuck  in  depressed  parts  of  the  country, 
such  as  New  England, 
or  with  a  resume  tied  to 
a  shrinking  industry, 
are  among  the  discour- 
aged who  have  quit 
looking  for  work,  says 
Getman  (chart). 

Many  more  may  join 
this  army  in  the  months 
ahead.  "Corporate  re- 
structuring," a  Wall 
Street  euphemism  for 
management's  recogni- 
tion that  it  must  fire 
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JOB  SEEKERS 
ARE  GIVING  UP 


DISCOURAGED  WORKERS  NO 


0.7- 


▲  MILLIONS 


people,  is  all  the  rage,  especially  in 
service  industries  as  insurance,  bankinl 
and  retailing.  "Many  service-sector  jol 
are  gone  for  good,"  says  Richard 
Berner,  an  economist  at  Salomon  BrotJ 
ers  Inc. 

Many  laid-off  workers  will  find  paiJ 
time  or  temporary  employment.  But  itj 
going  to  be  a  slog  for  them  to  find  fuj 
time  positions  in  a  downsized  economi 
"I  think  a  lot  of  them  are  permanent] 
unemployed,  unless  they  take  a  sta 
backward  into  a  lower-level  job,"  sajT 
Sanford  Rose,  chief  executive  of  SanfoM 
Rose  Associates,  an  executive-searq 
firm  in  Akron. 
ROUGH  PATCH.  Today,  self-employmeJ 
may  be  less  a  paean  to  entrepreneurshf 
than  another  profile  in  discouragement 
"I  think  a  lot  of  people  who  lose  thej 
job  become  'self-employed'  in  ol 
der  to  maintain  their  social  sti 
tus,"  says  A.  Gary  Shilling,  hea 
of  an  economic  consulting  firrl 
Even  the  self-employed  with  bua 
work  schedules  typically  face  lo\| 
er  income  and  less  security. 

Take  Manhattan's  Kelly  Webel 
She's  currently  a  merchandisinl 
consultant  to  manufacturers  suj 
as  Perry  Ellis  Shoes  that  want 
start  up  their  own  specialty  storel 
It  wasn't  always  so.  A  21-year  r| 
tailing  industry  veteran  with  tn 
likes  of  May  Department  StorJ 
Co.  and  Saks  Fifth  Avenue,  Webi 
first  hit  a  rough  patch  in  198j 
Fired  after  six  months  at  one  jol 
she  signed  on  with  Brown  Sh(| 
Co.  to  run  Etage,  a  new  chain 
accessory  and  cosmetics  storel 
But  3V2  years  later.  Brown  r| 
structured,  and  Weber  found  he| 
self  on  the  street,  albeit  with 
nice  severance  package.  Next  stop,  Bol 
wit  Teller.  Another  severance  after  til 
parent  company,  Australia's  HookJ 
Corp.,  went  belly-up.  Then,  Pyrami 
Group,  which  bought  the  Bonwit  nami 
hired  Weber  but  later  scrapped  its  amtl 
tious  plans.  This  time,  no  severance,  juf 
60  days'  notice.  That  was  seven  montlj 
ago.  "I  feel  like  a  war  veteran,"  sM 
says.  "I  really  want  to  feel  settled,  J 
opposed  to  being  in  th| 
limbo  land." 

Limbo  land  is  not  e\J 
dent  in  the  unemplol 
ment  rate  that  Presi 
dent  Bush  cites 
evidence  that  thingi 
aren't  so  dire.  But  till 
pain  lurking  behind  tifl 
statistics  augurs  ill  f(J 
the  economy.  f 
By  Christopher  Farrei 
with  Laura  Zinn  in  Nei 
York  \ 
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lING  OUT  OF  OPTIONS:  LOW-COST  FINANCING  IS  MOVING  CARS— BUT  HURTING  PROFITS 


W  SLICES  AND  GM  SLASHES, 
IT  THE  FLAB  SURVIVES 


.pite  hot  new  models,  the  giant  is  still  hobbled  by  heavy  overhead 


the  wake  of  a  sobering  directors' 
leeting  on  Dec.  9,  General  Motors 
brp.  is  preparing  a  major  cost-cut- 
initiative  tiiat  Chairman  Robert  C. 
ipel  bills  as  "a  comprehensive  pro- 
1  to  improve  profitability."  Write- 
and  plant  closings  seem  likely.  But 
7  stock  analysts  already  fear  that 
plan,  scheduled  to  be  announced  on 

18,  won't  do  enough.  In  the  days 
re  the  announcement,  GM's  stock 
ied  below  $27  a  share,  a  four-year 

hat's  spooking  the  market  is  the 
cness  of  GM's  North  American  auto 
ation,  which  is  rolling  toward  a  rec- 
$6  billion  operating  loss  this  year, 
vsts  estimate.  To  conserve  cash, 
ipel  has  already  delayed  some  new- 
si  development  programs — including 
ited  versions  of  such  profit  makers 
he  S-10  pickup  truck  and  Blazer 
t  utility  vehicle. 

with  little  sign  of 
ipturn  in  the  U.  S. 

market,  credit  rat- 
5uch  as  Standard  & 
■'s  Corp.  are  consid- 
l  a  downgrade  of 
debt.  That  could 
about  $200  million 
!00  million  a  year  to 

borrowing  costs, 
snically,  all  this  bad 
5  is  hitting  just  as 


GM  launches  nine  redesigned  models — 
more  than  any  competitor.  The  cars,  in- 
cluding the  1992  Buick  Le  Sabre,  Pontiac 
Grand  Am,  and  Cadillac  Seville  (page 
98),  are  selling  well  so  far.  But  that  is 
thanks  in  part  to  heavily  advertised  cut- 
rate  financing.  For  instance,  GM  has  low- 
cost  deals  on  the  Le  Sabre,  Pontiac  Bon- 
neville, and  Oldsmobile's  new  downscale 
Achieva  and  its  Olds  88.  The  deals 
helped  boost  sales  of  the  Olds  88,  for 
one,  by  73'^  in  November.  But  they  are 
also  contributing  to  GM's  losses. 
STILL  BLOATED?  The  biggest  drag  on  GM, 
however,  is  its  payroll  of  95,000  white- 
collar  workers.  Although  GM  has 
trimmed  staff  28'a  since  1983,  it  could 
easily  slice  20,000  to  30,000  more  people 
from  its  many  layers  of  management, 
analysts  say.  GM  "has  more  capacity  and 
people  relative  to  [sales]  volume  than  we 
do,"  notes  Philip  E.  Benton  Jr.,  Ford 


THE  ACHIEVA 
OLDS'  NEW 
DOWNSCALE 


Motor  Co.'s  president.  "GM's  costs  are 
out  of  whack  with  the  competition," 
agrees  Maryann  N.  Keller,  an  analyst 
with  Furman  Selz  Inc.  in  New  York. 

G.M  could  close  up  to  four  assembly 
plants,  plus  three  times  as  many  parts 
operations,  analysts  contend.  An  oft- 
cited  example:  Its  Doraville  (Ga.)  factory 
will  build  only  about  90,000  Cutlass  Su- 
premes  this  year,  way  below  its  240,000 
annual  capacity.  Cutlass  Supreme  pro- 
duction could  be  shifted  to  another  un- 
derutilized plant.  William  E.  Hoglund, 
executive  vice-president  in  charge  of 
GM's  components  operations,  recently 
told  analysts  GM  also  has  roughly  11  mil- 
lion square  feet  of  unused  space  in  its 
parts-making  factories. 
SWEATLESS  PAY.  The  question  is  how 
much  would  plant  closings  save.  GM's 
current  contract,  in  effect  until  1993, 
guarantees  United  Auto  Workers  mem- 
bers full  pay — even  if  the  factories  are 
quiet  and  they're  at  home  watching  TV. 
GM  has  pledged  $4  billion  to  make  sure 
workers  get  paid  no  matter  what  hap- 
pens to  their  plants. 

The  financial  pressure  on  GM,  mean- 
while, is  building.  In  November,  S&P  low- 
ered from  A  to  A-  the  rating  on  GM's 
preference  and  preferred  stock  and  be- 
gan reviewing  its  ratings  for  GM's  long- 
and  short-term  debt.  Moody's  Investors 
Service  Inc.  quickly  followed  suit.  A 
downgrading  of  GM's  debt  would  clobber 
its  General  Motors  Acceptance  Corp.  fi- 
nance unit,  one  of  its  few  profit  genera- 
tors. GMAC  regularly  rolls  over  the  $20 
billion  in  short-term  debt  it  uses  to  help 
fund  car  loans  to  consumers  and  dealers. 

Moreover,  GM  has  borrowed  heavily  to 
keep  most  of  its  product-development 
programs  on  track.  GM  recently  sold  $1 
billion  worth  of  preference  stock  to  bol- 
ster its  balance  sheet.  But  its  debt-to- 
capital  ratio  at  the  end  of  1991  will  be 
70%,  up  from  40%  in  1989,  says  Scott 
Sprinzen,  an  S&P  vice-president  for  cor- 
porate finance.  That  cuts  down  on  ma- 
neuvering room.  GM  is  "aggressively  le- 
veraged at  this  point,"  Sprinzen  says. 

GM  has  managed  to  hold  its  share  of 
the  domestic  car  market  at  35.6%' 
through  November,  about  the  same  as 
last  year.  Stempel  has  said  he  wants  to 
avoid  the  wrenching  upheaval  that  char- 
acterized GM's  attempts  at  reorganiza- 
tion in  the  1980s,  so  he 
may  try  to  get  by  with 
less  drastic  cuts  than  in- 
vestors would  like.  But 
if  the  auto  slump  lin- 
gers and  the  new  mod- 
els still  won't  move 
without  price-cutting, 
more  draconian  mea- 
sures may  become  his 
only  option. 

By  David  Woodruff  in 
Detroit 
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Commentary/by  John  W.  Verity 

THE  BIG  WINNERS  IN  BIG  BLUE'S  BREAKUP:  CUSTOMERS 


The  news  of  radical  surgen-  at 
IBM,  a  restructuring  of  the  com- 
pany into  independent  business 
units,  has  been  welcomed  on  Wall 
Street  with  about  as  much  warmth  as 
a  flu  outbreak.  After  an  immediate  but 
momentan,"  upswing  from  95  to  98, 
IBM's  stock  skidded  as  details  of  the 
wrenching  plans  became  clear.  Inves- 
tors worry,  analysts  say.  that  the  tur- 
moil of  the  wide-ranging  reorganiza- 
tion will  hurt  IBM's  sales  before  it 
helps.  Indeed,  when  Chairman  and  CEO 
John  F.  Akers  told  securities  analysts 
on  Dec.  9  that  IBM's 
revenues  will  likely 
grow  more  slowly 
than  the  rest  of  the 
industry's  next  year, 
the  stock  touched  a 
price  not  seen  since 
1982:  83 1/2.  Now,  it's 
hovering  around  86. 

But  is  the  situation 
all  bad"?  Granted,  this 
pillar  of  American 
business  and  U.  S. 
technological  pride 
has  been  in  the  dol- 
drums for  six  years. 
It  also  plans  to  put 
20.000  people  out  of 
work  next  year,  in  ad- 
dition to  the  50.000  al- 
ready let  go.  And  despite  its  vigorous 
effoils  to  cut  costs,  decentralize  deci- 
sion-making, and  speed  new  products 
to  market,  stockholders  are  more  frus- 
trated than  ever:  They  long  for  the 
time  when  IBM  seemed  invincible — and 
when  its  return  on  equity,  at  17%,  tow- 
ered over  that  of  other  large  U.  S.  in- 
dustrial companies.  In  those  good  ol" 
days.  Big  Blue  was  the  bluest  of  blue 
chips.  Yet  Wall  Street,  waiting  impa- 
tiently for  IBM  to  regain  its  former 
strength,  isn't  seeing  the  whole  storj'. 
TRIMMING  DOWN.  In  fact,  IBM's  strug- 
gif,  as  painful  as  it  may  be  to  watch,  is 
a  pc  itive  sign.  Competition  and  tech- 
nologi  al  innovation  fro:n  upstarts 
such  as  .~un  Microsystems  inc.  and  Mi- 
crosoft Corp.  are  forcing  an  inefficient 
supplier— and  an  enormou-  one  at 
that — to  trim  down,  be  more  competi- 
tive, and  serve  its  customers  better. 
IBM  contains  the  bulk  of  the  U.  S.'s 
computer  design  and  manufacturing 
resources.  Its  streamlining  shoi  Id 
make  the  U.S.  industry  stronger  ai.l 


better  able  to  battle  its  main  opponent, 
Japan. 

If  all  goes  well,  the  "common- 
wealth" of  independent  IBM  companies 
that  Akers  envisions  will  unleash  the 
company's  immense  resources.  Its  his- 
torically strong  storage  products  divi- 
sion, for  instance,  is  being  set  loose  to 
sell  disk  and  tape  drives  to  other  com- 
puter companies — something  IBM  was 
generally  loath  to  do  in  years  past.  The 
result  should  be  increased  competition 
and  therefore  better  products,  both  for 
IBM  and  its  rivals.  IBM  execs  hint  at 


A  NEW  DYNAMO?  IBM  WILL  SELL  ITS  STORAGE  PRODUCTS  TO  OTHER  COMPANIES 


moves  into  the  consumer  electronics 
market,  too,  and  they  say  they're  even 
considering  aggressively  selling  micro- 
chips on  the  open  market.  That  could 
give  the  rest  of  the  U.  S.  electronics 
market  the  benefits  of  IBM's  tremen- 
dous technological  prowess  while  also 
making  its  chipmaking  more  efficient. 

Better  yet  for  computer  buyers,  IBM 
is  finally  having  to  play  by  the  same 
rules  as  its  smaller  competitors.  For 
instance.  Big  Blue  is  getting  serious 
about  industry  standards,  creating  so- 
called  open  systems, 
which  cost  less  and 
put  more  power  into 
the  hands  of  custom- 
ers. "We  will  contin- 
ue to  open  up  the 
AS/400"  minicom- 
puter to  industry 
standards,  says  Jack 
D.  Kuehler,  IBM's 
president. 

Until  recently,  crit- 
ics contend.  IBM  had 
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SO  much  clout  it  seemed  almost  obli\-i 
ous  to  such  pressures.  From  the  mo 
ment  that  it  sewed  up  60/<  of  the  na 
scent  computer  market  with  its 
System/360  25  years  ago,  IBM  has  es 
tablished  almost  every  important  tech 
nical  standard,  from  the  shape  of  disl 
drive  plugs  to  the  format  of  netw-orl 
message  systems.  That  control,  critic; 
contend,  allowed  IBM  to  slow  the  pac< 
at  which  new  technologies  entered  th( 
marketplace,  to  keep  prices  high  rela 
tive  to  underlying  costs,  and  to  eanp.'  s: 
its  famous  profits. 

SITTING  DUCK.  To  hi 
sure,  the  new  tack  i< 
perilous  for  Big  Blue 
"Talk  about  a  battle 
ship  sitting  in  Pear 
Harbor,"  says  Georg( 
Lindamood,  a  re 
searcher  at  Gartne 
Group  Inc.,  a  Stam 
ford  (Conn.)  consult 
ing  company.  Divi 
sions  going  their  owi 
ways,  for  instance 
could  spell  trouble  fo 
Systems  Applicatioi 
Architecture  (SAA) 
IBM's  plan  to  tie  to 
gether  different  com 
puters  and  softwap 
in  one  compatible  bun 
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IBM'S 
FALL  FROM  GRACE 


DAW  BeiDGE  IHFOWMIION  SYSTEMS  IKC 


die.  But,  again,  computer  users  shoul 
eventually  benefit.  If  saa  fails,  th 
market  will  impose  a  better  way  o 
interlocking  incompatible  machines- 
one  that  will  probably  make  it  easie: 
for  people  to  connect  the  best  machine;  "2^ 
available,  whether  from  IBM  or  one  o 
its  competitors 

A  decade  ago  in  Januaiy,  the  Rea 
gan  Administration  dropped  a  Justio 
Dept.  antitrust  suit  against  IBM  tha 
sought  to  break  up  Big  Blue  into  fou 
broad-based  companies.  The  idea  wa 

 '   to  foster  fierce  corr 

petition  among  tb 
new  units  and  mak 
the  whole  compute 
industr\'  more  conr 
petitive.  How  ironi 
that  the  marke 
forced  the  change 
anyway.  Whethe 
the  giant  is  up  to  th 
challenge  or  noi 
buyers  and  user 
w\\\  benefit. 


iUMER  ELECTRONICS 


r  HAS  PLANS  FOR  TWO  MORE  CHIC  SHOWROOMS,  IN  NEW  YORK  AND  LOS  ANGELES 


)IIY'S  'GALLERY'  HAS  RETAILERS 
EARING  FOOTSTEPS 


the  company  says  promotion  is  the  main  goal  of  the  Chicago  store 


's  not  your  typical  electronics  super- 
itore.  First,  it's  on  Chicago's  tony 
^orth  Michigan  Ave.,  within  a  block 
ach  carriage-trade  haunts  as  Cartier, 
Derry's,  and  Saks  Fifth  Avenue.  And 
.mbience  is  as  stark  as  a  museum's, 
,  boom  boxes  and  the  hot-selling 

I  camcorders  on  pedestals  like  so 
y  objets  d'art.  Even  the  service  is 
aordinary:  A  few  days  ago,  a  techni- 

hustled  off  to  teach  an  elderly 
vser  how  to  operate  her  TV's  remote 
rol.  "We  don't  care  that  she  didn't 

it  here,"  explains  Elaine  M.  Reck, 
ager  of  Chicago's  just-opened  Sony 
ery  of  Consumer  Electronics.  "It 

a  Sony,  and  we  want  people  to  feel 
fortable  with  our  products.  That 

they'll  buy  Sony  again." 

II  that's  making  Sony  Corp.  of  Amer- 
.  new  store  the  talk  of  the  electronics 
le  far  beyond  the  Windy  City, 
ned  on  Dec.  11,  it's  Sony's  first  bid 
etailing  in  the  U.  S.  Only  two  more 
es — in  New  York  and  Los  Angeles — 
planned,  but  some  retailers  worry 
Sony  may  get  to  like  hawking  its 
wares.  "Since  it  already  operates  its 
[licensed]  stores  in  Japan  and  Eu- 

;,  the  question  is:  'Is  this  just  a  toe  in 
water  for  Sony?'  "  worries  Robert 
is,  president  of  Philadelphia-based 
Inc.,  the  No.  2  superstore  operator. 
3ny  executives  say  that  such  fears 
misplaced.  Making  money  from  the 
ery  isn't  the  goal,  they  say.  Rather, 


Sony  wants  to  bolster  its  already  well- 
tended  image  by  offering  in-depth  prod- 
uct information  and  demonstrations  in 
elaborate  "lifestyle"  settings.  For  in- 
stance, the  Chicago  Gallery  has  a  life- 
size  mock-up  of  a  small  apartment — 
complete  with  bedroom  and  kitchen — 
with  a  built-in  Sony  home  theater  sys- 
tem. The  Walkman  is  displayed  on 
trendy  mannequins  posed  at  sport  and 
play. 

The  Gallery  also  will  showcase  new 
Sony  technologies  that  many  stores 
don't  carry  yet.  An  entire  wall  in  the 
three-story  Chicago  store  is  devoted  to 


demonstrating  Sony's  new  Data  Disc- 
man,  which  uses  a  small  screen  to  dis- 
play "books"  on  compact  disks.  There's 
also  a  prototype  of  Sony's  high-defini: 
tion  TV  technology.  "We  want  to  set  up 
oases  to  showcase  Sony's  full  product 
line  and  explain  the  premium  technology 
behind  it,"  says  John  Briesch,  president 
of  Sony  Consumer  Products  Group. 

Such  image  building  is  increasingly 
important  as  the  consumer-electronics 
business  matures.  With  vcR  sales  slow- 
ing, growth  has  dropped  to  less  than  3% 
annually,  according  to  the  Electronic  In- 
dustries Assn.  Moreover,  most  super- 
stores and  lower-service  retailers  stress 
price  over  features.  "We  need  to  explain 
why  [Sony  products]  deserve  to  be  high- 
er-value purchases,"  says  Briesch. 
NO  COMPETITION.  Sony  isn't  alone  in 
looking  for  new  ways  to  stand  above  the 
crowd.  French  giant  Thomson's  U.  S. 
consumer-electronics  group,  which  man- 
ufactures the  RCA  and  General  Electric 
lines,  is  also  trying  to  get  more  feature 
information  to  consumers.  Thomson  has 
installed  its  InfoTheatre  product  infor- 
mation systems  in  about  1,000  stores 
that  sell  its  premium-priced  ProScan  and 
RCA  lines.  Using  a  videodisk  player  and  a 
35-inch  TV,  InfoTheatre  allows  custom- 
ers to  select  consumer-electronics  topics 
from  a  menu  and  have  explanations  and 
demonstrations  provided  by  the  system. 

To  avoid  competing  with  its  retailers, 
Sony  says  the  Gallery  will  only  sell  prod- 
ucts at  full  retail  price.  It  also  will  refer 
shoppers  to  local  Sony  dealers,  whose 
prices  usually  are  lower.  Retailers  are 
taking  a  wait-and-see  attitude.  "From 
what  I've  seen,  Sony  has  done  an  excep- 
tional job  of  illustrating  the  high-quality 
nature  of  its  technology — and  that's 
good  for  everybody,"  says  Richard  M. 
Schulze,  chairman  of  the  Best  Buy  Co. 
superstore  chain.  But  cautions  Schulze: 
"If  they  decided  to  put  up  15  of  these  in 
Chicago,  I  wouldn't  be  so  positive." 

By  James  E.  Ellis  in  Chicago 


CONSUMER  ELECTRONICS  I 


CAMCORDERS:  SWEET  REVENGE 
FOR  SONY? 


It  bombed  with  Betamax — but  8mm  video  cameras  are  gaining  fast 


ike  Kotin  is  a  knowledgeable 
consumer.  Before  buying  a 
[camcorder  recently,  the  34-year- 
old  New  York  stockbroker  read  up  on 
the  subject.  Then  he  went  browsing  in 
stores  to  check  out  all  three  formats  in 
which  portable  video  cameras  are  sold: 
older,  bulkier  full-size  VHS,  its  more  com- 
pact VHS-C  cousin,  and  the  8mm  version 
that  fits  in  the  palm  of  your  hand.  Kotin 


went  for  an  8mm,  and  size  wasn't  the 
only  consideration.  "The  quality  of  8mm 
is  superior,"  he  says. 

Them's  fightin'  words  in  the  conten- 
tious $3  billion  camcorder  market,  where 
big  Japanese  companies  such  as  Sony 
and  Matsushita  Electrical  Industrial's 
Panasonic  are  jockeying  to  get  consum- 
ers to  buy  their  formats.  The  dukes  are 
really  flying  this  year,  as  the  8mm  for- 
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mat  pioneered  by  Sony  Corp.  has 
grabbed  the  lead,  according  to 
market  researcher  XPD  Group  Inc. 
in  Port  Washington,  N.  Y.  (chart). 
That's  sweet  revenge  for  Sony, 
whose  earher  Betamax  video  re- 
corder format  was  knocked  out  of 
the  market  by  Panasonic  Co.  and 
its  VHS  partners  during  the  1980s. 
This  time,  Sony  has  steadily  built 
up  market  share  since  introducing 
the  8mm  in  1985.  Today,  Sony  says 
it  moves  about  40'  ^  of  the  cam- 
corders sold  in  the  U.  S.  and  about 
807f  of  all  8mm  units. 

Panasonic  insists  that  VHS  is  still 
the  dominant  format.  But  it  concedes 
that  8mm  is  making  headway,  so  it  is 
counterattacking  with  print  and  televi- 
sion ads  urging  potential  camcorder 
owners  to  ask:  "Will  it  play  in  my  vcR?" 
The  question  is  aimed  at  some  75  million 
households  that  have  VHS-compatible 
video  recorders. 

Panasonic  wants  consumers  to  know 
that  8mm  cassettes  won't  play  in  stan- 
dard vcRs.  Owners  of  VHS-C  camcorders 
merely  put  cassettes  into  an  adapter  for 
their  vcRs.  By  contrast,  Sony-style  8mm 
models  must  be  connected  to  a  TV  or  vcR 
to  play  tapes — unless  the  buyer  owns  a 
costly  8mm  player.  Many  find  this  cum- 
bersome. Gerald  M.  McCarthy,  president 
of  Zenith  Sales  Co.,  a  division  of  Zenith 


irS  BECOMING  AN  8MM  WORLD 

MARKET  SHARE 

■8mm  mm  nvHS-c 


JAN.  1989 


DATA;  NPO  GROUP  INC. 


AUG.  1991 


Electronics  Corp.,  which  markets  all 
three  formats,  says  retailers  handling 
his  products  ai-e  reporting  "an  inordinate 
number  of  returns  by  consumers"  who 
bought  8mm  camcorders  believing  they 
could  be  played  in  conventional  vcRs. 
Sears,  Pioebuck  &  Co.  says  it  has  had 
returns  but  not  a  large  number. 
SUMMER  MARGINS.  What's  a  body  to  do? 
Most  buyers  of  small  camcorders  now 
find  the  inconveniences  of  8mm  offset 
by  its  benefits.  Besides  the  handy  com- 
pact size,  standard  8mm  tapes  play  up  to 
two  hours  vs.  30  minutes  for  VHS-C. 
What's  more,  experts  such  as  The  Per- 
fect Vision,  a  quarterly  video  magazine, 
say  that  8mm  is  technically  superior  to 
\'HS  and  \'HS-C.  Sonv  and  other  8mm 
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fit 


makers  hope  to  further  woo  th' 
adherents  with  cheaper  8mm  vc 
and  Video  Walkmans  on  which 
view  their  results.  This  has  ha 
pened  in  Japan,  where  8mm  mak^njj 

7^ 
.1.1 


up  TOf'f  of  the  market.  Productic 
of  full-size  VH.s  camcorders  w 
phased  out  in  Japan  last  year. 

Who  will  win  the  great  car 
corder  war?  The  compact  VHS 
units  that  Panasonic  and  its  pai 
ners  are  pushing  aren't  out  of  tl 
running.  More  dealers  are  carr 
ing  VHS-C  as  margins  on  8m 
have  been  pared  by  price  cuts  thAftw 
year.  Moreover,  VHS-C  models  no 
are  almost  as  light  and  small  as  the 
8mm  rivals.  They're  also  about  to  ii 
prove:  Panasonic  is  planning  to  intr  ftiiijf 
duce  a  new  VHS-C  line  next  spring 

Given  all  that,  1992  could  be  the  mak 
or-break  year  in  the  camcorder  dust-u 
With  the  competition  intensifying 
average  price  of  both  8mm  and  VHS- 
camcorders  has  been  falling  by  as  mu' 
as  $10  per  month.  From  11%  more  t 
pensive  than  old-fashioned  VHS  modeB<HB 
last  year,  the  new  compact  camcorde 
have  dropped  to  almost  the  same  priceJiMii 
around  $855,  on  average.  So,  whichev 


format  wins  the  great  camcorder  w£  4j» 


consumers  will  get  a  better  deal. 


By  Bruce  Hagcr  in  New 
Gross  in  Toicyo 


York,  with  N( 
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RETAILING  I 


ANYTHING  UNDER 
ZALE'S  TREE? 


The  debt-ridclen  jewelry  retailer 
needs  a  holiday  miracle — at  least 


The  Christmas  season  may  not  have 
come  soon  enough  for  the  folks  at 
Zale  Corp.  Plagued  by  the  reces- 
sion, mounting  losses,  and  a  heavy  debt 
load,  the  world's  largest  retail  jewelry 
chain  is  facing  a  cash  crunch  and  scram- 
bling to  find  an  llth-hour  solution  to 
avoid  bankruptcy.  Without  hearty 
Christmas  sales,  it  hardly  stands  a 
chance. 

Even  that  glittering  possibility — slim 
as  it  is — may  only  forestall  a  painful 
overhaul  of  the  Irving  (Tex.)  chain. 
Zale's  second-quarter  net  loss  of  $85  mil- 
lion has  already  thrown  the  company 
into  default  on  its  bank  credit  lines.  And 
earlier  this  month,  the  jeweler  missed  a 
$52  million  interest  payment  on  its  junk 
bonds.  Zale  is  banking  on  Christmas 
sales  to  pay  bondholders  by  Dec.  31, 
when  a  30-day  grace  period  expires.  "If 
they  don't  pay,  I'll  put  them  in  bankrupt- 


SHOPPING:  WARY  CUSTOMERS  MAY  BE  THE  LAST  STRAW 


cy,"  vows  David  Glatstein,  president  of 
Barre  &  Co.  The  Dallas-based  securities 
firm  has  sold  $50  million  in  Zale  bonds, 
which  recently  have  been  trading  be- 
tween 15$  and  40$  on  the  dollar,  and  still 
holds  some  in  inventory. 

Zale's  holiday  gloom  is  rooted  in  its 
hefty  $1.2  billion  debt  load,  which  stands 
at  a  steep  71%  of  capital.  The  tab  in- 
cludes about  $500  million  borrowed  in  its 
1986  Drexel  Burnham  Lambert  Inc.-fi- 


nanced  hostile  takeover  by 
joint  venture  of  Peoples  Je 
ellers  Ltd.  of  Toronto  ai 
Swarovski  International  Ho 
ing  of  Switzerland.  Peopl 
and  Swarovski  each  own  41 
stakes,  and  the  balance  is  hi 
by  employees.  Three  ye; 
later,  Zale,  which  also  ow: 
jewelry  chain  Bailey,  Banks 
Biddle,  piled  on  an  additio 
$300  million  raised  by  Dre: 
to  buy  top  rival  Gordon  Jewi 
ry  Corp. 

NO  GOLD  WATCH.  Until  rece 
ly,   Zale's   cash   flow  w; 
strong  enough  to  service  t 
debt.  But  in  a  sputtering  eo 
i>my,  nervous  consumers 
forgoing  such  luxuries  as  d; 
monds  and  gold  watches, 
far  this  fiscal  year,  whi 
started  in  April,  Zale's  sales  are 
more  than  S'i  vs.  about  5^f  for  the  ret! 
jewelry  industry.  Last  year,  Zale  repo: 
ed  a  $54  million  loss,  while  sales  r;] 
about  flat  at  $1.3  billion. 

Even  if  Zale  makes  the  Decembl 
bond  payment,  it  faces  a  flood  of  obligl 
tions  totaling  $230  million  over  the  nel 
six  months,  most  ominously  a  $108  irl 
lion  payment  due  on  outstanding  boncB 
But  it's  expected  by  Barre  &  Co.  analjl 
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Jeffrey  B.  Middleswart  to  generate  only 
$90  million  in  cash  flow.  Many  analysts, 
such  as  Raz  Kafri  of  Lehman  Brothers, 
a  unit  of  Shearson  Lehman  Brothers 
Inc.,  believe  Zale  will  have  to  file  for 
Chapter  11  soon  after  Christmas,  using 
holiday  cash  to  operate  in  bankruptcy. 

In  the  spirit  of  the  season,  Zale  of- 
ficials remain  decidedly  upbeat.  Charles 
F.  Gill,  president  of  Peoples  Jewellers, 
refuses  to  acknowledge  the  possibility  of 
Chapter  11.  "This  company  still  has  tre- 
mendous value,  which  is  best  maxi- 
mized by  working  together  outside  of 
formal  proceedings,"  says  Gill,  who  also 
serves  as  assistant  to  Irving  R.  Gerstein, 
chief  executive  of  Zale  and  Peoples.  Ger- 
stein, who  did  not  comment,  and  his  fam- 
ily make  up  Peoples'  principal  owners. 

Meanwhile,  Zale  is  slashing  costs  and 
scrambling  to  raise  cash.  It  has  cut  in- 
ventory this  year  by  $60  million  and  capi- 
tal expenditures  by  $25  million.  Some 
$80  million  worth  of  accounts  receivable 
are  being  sold.  Also  on  the  auction  block 
are  other  assets  worth  $65  million.  To 
date,  Zale  has  raised  about  $35  million 
by  selling  25  stores,  and  it  plans  to  un- 
load another  80  of  its  2,000  units.  It  has 
clinched  another  $40  million  by  selling  a 
5.5'''  equity  stake  to  employees. 
SUGAR  DADDY?  If  those  efforts  fall 
short,  Zale  still  has  one  long  shot:  a  cash 
infusion  from  an  outsider.  Neither  Peo- 
ples nor  Swarovski,  which  together  put 
up  an  additional  $100  million  in  1990,  is 
expected  to  pour  more  money  into  the 
venture.  Zale  insists  it  has  ".several" 
prospects  after  more  than  a  year  of 
searching.  Former  CEO  Donald  Zale, 
whose  father  founded  the  company,  says 
he  may  try  his  hand  again.  He  has  been 
approached  by  a  group  that's  interested 
in  investing  in  Zale,  and  he  is  mulling 
whether  to  join  the  group. 

For  now,  the  company  is  concentrat- 
ing on  Christmas.  With  407'  of  its  annual 
revenue  at  stake,  the  company  is  beefing 
up  its  sales  staff,  fine-tuning  its  mer- 
chandise selection,  and  aggressively  tar- 
geting customers  through  direct  mail. 
"The  last  couple  of  weeks  can  make  all 
the  difference,"  says  Gill. 

Perhaps.  But  even  if  Zale  gets  into 
1992  without  filing  for  Chapter  11,  it 
won't  have  an  easy  time  of  it.  For  be- 
yond its  own  very  pressing  financial 
problems,  Zale  still  has  to  worry  about 
when  the  economy  will  begin  growing  in 
earnest  again.  When  consumers  return 
to  the  mall,  diamonds,  gold  anklets,  and 
such  baubles  likely  won't  be  priorities 
for  shoppers.  Instead,  they  figure  to  be 
spending  more  time  prowling  for  ward- 
robe staples.  Heck,  what  was  it  Presi- 
dent Bush  picked  up  the  last  time  he  hit 
a  mall?  Socks. 

By  Stephanie  Anderson  Forest  in  Dallas 


INVESTMENT  BANKING  I 


JUST  LOOK  AT  THOSE 
BIG  GRINS 


Wall  Street  bonuses  are  fat — and  traders  ai'e  getting  the  fattest  ones 


12 


For  most  of  the  1980s,  Wall  Street's 
pin-striped  investment  bankers  held 
sway  over  their  shirt-sleeved  breth- 
ren, the  traders.  Dealmakers  produced 
the  heftiest  profits  and  won  the  biggest 
bonuses.  "It's  a  source  of  tension  on 
Wall  Street,"  says  Alan  Johnson,  a  re- 
cruiter with  GKR  International,  an  execu- 
tive search  firm.  "Traders  went  to  New 
York  University  or  City  College,  and  the 
bankers  went  to  Yale." 

This  year,  with  bonuses  on  the  Street 
generally  up  207,  the  traders  are  raking 
in  more  than  the  bankers.  On  average, 
investment  bankers' 
bonuses  will  grow  a 
modest  107  to  157 
from  last  year,  while 
traders'  will  jump  at 
twice  that  rate,  John- 
son estimates.  Top 
traders  will  see  far 
heftier  increases.  "The 
big  numbers  this  year 
are  driven  by  the  trad- 
ing and  sales  side  be- 
cause they  have  deliv- 
ered the  biggest 
profits,"  says  Joan 
Zimmerman,  a  recruit- 
er with  G.  Z.  Stephens. 

The  industry  has 
turned  in  a  near-record  year.  Pretax 
profits  are  expected  to  hit  $5.3  billion, 
close  to  1986's  record  $5.5  billion.  About 
257  of  199rs  profits  came  from  trading 
for  customers  and  the  firms'  account. 
Goldman,  Sachs  &  Co.  and  Morgan  Stan- 
ley &  Co.  are  set  to  hand  out  fat  bonus- 
es, with  other  large  firms  expected  to 
give  handsome  payouts,  too.  "1991  has 
been  better  than  1990,  and  bonuses  will 
be  up  materially,"  says  Howard  L.  Clark 
Jr.,  chief  of  Shearson  Lehman  Brothers 
Inc.,  referring  to  Lehman  Brothers, 
Shearson's  investment  house. 
WISHFUL  THINKING.  The  glaring  excep- 
tion; Salomon  Inc.  There,  traders  and 
bankers  both  are  settling  for  less.  Bo- 
nuses at  Solly  are  down  at  least  157, 
say  Street  sources,  with  investment 
bankers  getting  some  257  less.  In  the 
wake  of  the  Treasury  bond-buying  scan- 
dal, Salomon  Chairman  Warren  E.  Buf- 
fett  has  publicly  questioned  the  entire 
practice  of  paying  big  bonuses,  saying 
Wall  Street  overpays  itself  at  sharehold- 
ers' expense.  But  Buffett's  views  are 


PROFITABILITY  SOARS 
ON  WALL  STREET 

SECURITIES  INDUSTRY  AFTERTAX  H 
PROFITS  PER  EMPLOYEE  ■ 
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expected  to  have  little  impact.  "Buffd 
stimulated  a  lot  of  wishful  thinkij 
among  Street  CEOs.  The  problem  is, 
legislators  breathing  down  Sollj 
throat,  it  doesn't  have  the  credibility"  1 
force  bonuses  down  industrywide,  sal 
Gary  Goldstein,  president  of  Whitnf 
Group,  a  Wall  Street  recruiter. 

A  big  part  of  the  Street's  profits  car 
from  fixed-income  securities  trading, 
pecially  such  niches  as  mortgage-back| 
securities  and  junk  bonds.  Traders 
these  markets  will  rack  up  the  bigge 
bonuses,  since  some  are  paid  up  to  2(\ 
of  what  they  earn 
the  firm.  And  while 
vestment  bankers  hal 
seen  a  boom  in  undd 
writing  volume,  fel 
on  corporate  securiti| 
issues  are  far  lo\ 
than  merger-and-acq^ 
sition  fees,  which 
as  high  as  5%  of  tl 
acquisition  price.  Al^ 
underwriting  fees 
split  between  maJ 
firms,  and  only  initl 
public  offerings  eal 
as  much  as  67^  of  tl 
principal  amount. 
The  Street's  mc 
profitable  firm  is  Goldman  Sachs.  Tl] 
year,  the  private  partnership  is  expect 
to  earn  as  much  as  $1  billion  in  pret 
profit.  That  sum  is  split  among  146  pal 
ners.  Competitors  and  headhunters  sp^ 
ulate  that  Goldman  co-Chief  Executiv 
Robert  E.  Rubin  and  Stephen  Friedml 
and  perhaps  two  other  key  Goldmj 
partners  will  divvy  up  some  $100  millij 
of  that,  while  the  lowliest  partners 
believed  to  make  $2.5  million  each.  Hoi 
ever,  all  Goldman  partners  are  requirj 
to  keep  their  bonuses  invested  in 
firm  until  they  retire. 

Morgan  Stanley  turned  in  a  good  ye^ 
too,  especially  in  fixed-income  tradir 
Of  the  $500  million  it's  expected  to  ea 
in  1991,  some  407  to  507  comes  frd 
trading,  most  of  it  from  the  fixed-incoij 
side.  Some  10  people  will  get  bonuses  j 
$5  million  to  $7  million,  and  close  to 
will  receive  from  $1.5  million  to  $4  rri 
lion,  says  an  insider.  That  didn't  st 
Morgan  this  month  from  laying  off 
people.  And  not  one  was  a  trader.  \ 
By  Leah  Nathans  Spiro  in  New  Fop| 
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MITA  introduces  something  unheard  of 


in  the  world  of  high-speed  copiers 


Compet  i  t  ion 


Introducing  Mita's  85-copies-per-minute  DC -8  585  copier. 


If  you  were  looking  for  a  high-speed  copier  before  now, 
you  probably  didn't  have  a  lot  of  choices  ■  But  with  the 
Mita  high-productivity  DC-8585,  you  get  all  the  usual  features 
associated  with  the  best  high-speed  copiers  plus  some 
interesting  additions  ■  Our  highly  competitive  Cost-Per- 
Copy  Program  is  one  of  them  ■  So  is  MEMO,  which  is  an 
electronic  remote  monitoring  system  that  gives  you  fast 
and  accurate  billing  ■  And  because  Mita  has  been  making 
copiers  for  57  years,  you  don't  have  to  wonder  about 
reliability  ■  So  if  you'd  like  to  hear 
more  information  (facts  and  figures  the 
competition  doesn't  like  to  hear),  call  1-800- 
ABC-MITA  and  ask  about  the  Mita  DC-8585.     [the  image  specialist] 


mita 


•THEMITADC-8585IS  AVAILABLE  THROUGH 
SELECTED  MITA  DEALERSHIPS  IN  LIMITED  AREAS. 


»1991  MITA  COPYSTAB  AMERICA.  INC 


i  ADVERTISING! 


I'D  TODDLE  A  MILE 
FOR  A  CAMEL 


The  furor  over  a  cartoonish  campaign  threatens  a  wide  array  of  ads 


From  1987  to  1990,  R.J.  Reynolds 
Tobacco  Co.  saw  its  share  of  Camel 
filter  cigarettes  jump  from  2.7':"'^  to 
3.1^'f — some  leap  for  an  aging  brand 
when  U.  S.  cigarette  sales  are  sinking. 
The  No.  2  tobacco  manufacturer  resusci- 
tated the  brand  largely  through  a  four- 
year-old  ad  campaign  featuring  a  car- 
toon character  of  its  Camel  mascot. 
Now,  it's  looking  as  if  the  extra  market 
share  may  have  come  at  a  steep  price. 

Antismoking  crusaders  and  health  of- 
ficials have  repeatedly  criticized  the  car- 
toon dromedary  as  an  effort  to  target 
underage  smokers.  After  long  denying 
these  charges,  Reynolds  now  also  must 
fend  off  dramatic  new  evidence  pub- 
lished in  the  Dec.  11  issue  of  the  Jour- 
nal of  the  Ainerican  Medical  Assn.  The 
journal  reports  that  Old  Joe  Camel,  as 
the  character  is  called,  entices  kids  to 
light  up.  The  studies  cited  in  JAMA  no 
doubt  will  bring  other  tobacco  compa- 
nies into  the  debate,  not  to  mention 
alcohol  marketers  who  also  have 
come  under  fire  for  ads  that  may 
appeal  to  kids. 

DEAD  PENGUIN?  According  to  the  sti 
ies  published  in  ./.4.V.4,  teenagers  art 
better  able  than  adults  to  identify  t 
Camel  logo  (table).  One  study  ev( 
found  that  kids  as  young  as  thr 
identify  the  cartoon  with  ciga- 
rettes. More  chilling:  One 
study   concluded  that 
Camel's  share  of  the 
market   of  underage 
children  who  smoke  is 
nearly  33-"< — up  from 
less  than  a  percentage 
point  before  the  Old  Joe 
campaign  got  rolling. 
"We're  hoping  this  in- 
formation leads  to  a 
complete  ban  of  ciga- 
rette advertising."  says 
Dr.  Joseph  R.  DiFranza, 
a  University  of  Massa- 
chusetts Medical  School 
researcher  who  worked 
on  one  of  the  studies. 

Reynolds  contests  the 
studies'  results.  It  cites 
a  U.  S.  Office  of  Smok- 
ing &  Health  study  is- 
sued this  vear  that  says 
8^^  of  kids  ages  12  to  18 
who  smoke  choose  Cam- 


els. The  average  Camel  smoker,  Reyn- 
olds says,  is  35.  "Just  because  children 
can  identify  our  logo  doesn't  mean  they 
will  use  the  product,"  a  Reynolds 
spokeswoman  says. 

Reynolds  isn't  the  only  tobacco  compa- 
ny under  scrutiny.  Last  month.  Brown  & 
Williamson  Tobacco  Corp.,  a  division  of 
BAT  Industries  PLC,  began  testing  a  car- 
toon penguin  logo  for  its  Kool  brand. 
Brown  &  Williamson  won't  comment  on 
the  JAMA  studies,  but  some  antismoking 
activists  believe  the  company  will  quietly 
drop  the  test  campaign. 

Advocacy  groups  expect  that  the  Cam- 
el studies  will  also  rekindle  debate  on 
alcohol  advertising.  "This  information 
shows  that  it's  clearly  time  for  reform  in 
both  tobacco  and  alcohol  advertising," 


OLD  JOE:  A  HIT 
EVEN  WITH 
TYKES 
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OLD  JOE  HAS  CAUGHT  FIRE  WITH  TIENS 

Results  of  a  survey  of  1 ,055  students  ages  12  to  19  years,  and  345 
adults,  ages  21  to  87 years,  on  Camel's  Old  Joe  advertisements: 

Students     Adults  Students  Adults 


HAVE  SEEN  OLD  JOE 
KNOW  THE  PRODUa 
THINK  ADS  LOOK  COOL 


97.7%  72.2% 
97.5  67.0 
58.0  39.9 


LIKE  JOE  AS  FRIEND     35.0%  14.4% 
SMOKERS  WHO  IDENTIFY  CAMEL 
AS  FAVORITE  BRAND   33.0  8.7 


DATA;  JOURNAL  OF  THC  AMCRICAN  MWICAL  ASSN 


says  Patricia  Taylor,  director  of  the  ale** 
hoi  policies  project  for  the  Center  fk 
Science  in  the  Public  Interest.  : 
Last  month,  U.  S.  Surgeon  Genei 
Antonia  Novello  slammed  alcohol  a 
that  "appeal  to  youth  on  the  basis 
certain  lifestyle  appeals."  On  her  hit  li 
the  likes  of  Spuds  MacKenzie,  the  "P; 
ty  Animal"  dog  in  Anheuser-Busch  Co 
Bud  Light  ads;  sexual  appeals;  ailir*.- 
scenes  mixing  booze  with  such  risky  e  r 
tivities  as  scuba  diving  and  skiing.  S' 
called  for  a  voluntary  ban  on  campaig 
that  attract  minors,  but  after  a  Dec. 
meeting  with  chiefs  of  10  alcohol  m; 
keters,  Novello  may  have  backed  off 
bit.  A  joint  statement  after  the  meetii 
stresses  education  against  underaj  ir 
drinking  and   mentions   no  voluntai 
restrictions. 

BUMPER  STICKERS.  But  politicians 
getting  in  their  whacks,  too.  The  Tex] 
Attorney  General's  office,  which  wagi 
a  successful  campaign  against  misle; 
ing  food  claims,  is  conducting  its  o 
probe  of  the  effects  of  alcohol  ads 
minors.  In  Washington,  staffers  in  t 
office  of  Representative  Henrv^  A.  W; 
man  (D-Calif.)  are  talking  about  legis' 
tion  that  would  severely  restrict  tobai 
advertising.  Waxman  last  year  failed 
get  very  far  with  a  proposal  to  ban 
photographs  and  illustrations  in  tobai 
ads.  "But  that  was  before  we  had  sci 
tific  studies  that  show  the  effect  of 
vertising    on  undera 
youth,"  says  an  aide 

Madison  Aven 
has  taken 
tice — defensix 
ly.  Complai 
Hal  Shoup,  w 
is  executive  vi( 
president  of  t 
American  Assoc 
tion  of  Advertisi: 
Agencies:  "People  int 
ested  in  attacking  the  rc 
causes  of  underage  tobac 
and  alcohol  use  should  fi 
other  solutions  than  trjing 
impose  unconstitutional  restr 
tions  on  advertising." 
Reynolds  is  making  everj'  eff( 
to  counter  the  bad  press.  It  recen' 
distributed  pamphle 
and  bumper  sticke 
and  put  up  billboarl 
discouraging  kids  fni 
smoking.   For  now.  t 
has  no  plans  to  drop  Ji 
Camel,  saying  the  ca- 
paign   is    meant  f^' 
adults.  But  even  gel 
intentions    may  p;; 
next  to  hard  evidence 
By  Walecia  Ko»md'. 
Atlanta 
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You  know  where  you  stand.  Your  finances  are  under  control. 
With  no  revolving  credit  on  bankcards.  No  more  interest  charge  "surprises." 
You  take  a  different  view  You're  happy. 


The  Card. 
The  American  Express"  Card, 


TRADE  I 


CHINESE  PRISONERS:  CUSTOMS  IS  SEIZING  MACHINES  AND  BANNING  IMPORTS  OF  OTHER  GOODS 


BUSH  IS  SETTING 

THE  BLOODHOUNDS  ON  BEIJING 


He  needs  to  get  tough — so  Customs  is  nabbing  prison-made  exports 


The  first  tip  came  in  October,  in  the 
form  of  a  letter  from  a  disgruntled 
competitor.  Two  months  later,  on 
Dec.  2.  a  dozen  Customs  Service  agents 
showed  up  at  E.  W.  Bliss  Co.  in  Has- 
tings, Mich.,  with  a  search  warrant. 
While  employees  were  quickly  sent 
home.  Bliss  President  Robert  A.  Fuller 
looked  on  in  amazement.  Customs 
combed  his  offices  for  seven  hours  and 
found  what  they  were  after:  e\"idence 
that  the  company  had  been  importing 
machine  presses  manufactured  in  Chi- 
nese prison  factories.  They  seized  31  ma- 
chines valued  at  .S560,000  and  seven  box- 
es of  documents  that  Customs  says  will 
prove  that  Bliss  officials  knowingly  pur- 
chased their  goods  from  these  prisons. 
Bliss  denies  any  wrongdoing. 

The  unprecedented  raid  is  the  most 
dramatic  indication  yet  that  the  White 
House  is  putting  the  issue  of  Chinese 
forced-labor  exports  on  the  front  burner. 
In  an  election  year.  Bu.sh  is  feeling  the 
heat  from  Congress  for  being  soft  on 
Beijing.  To  combat  his  critics.  Bush  has 
given  Customs  officials  the  green  light 
to  go  get  'em.  ''We  are  looking  into  ev- 
ery allegation  that  comes  down  the 
pike,"  says  Joseph  R.  Willey,  a  senior 
special  agent  at  Customs  in  Washington. 
"The  guidance  we're  getting  from  the 
Administration  is:  "Full  speed  ahead."  " 


Customs  is  turning  up  more  dirt  than 
anyone  expected.  Besides  the  Bliss  raid, 
officials  have  recently  blocked  the  entry 
of  at  least  a  half-dozen  goods  made  in 
China's  gulag.  Under  U.  S.  law,  it  is  ille- 
gal to  import  prison  products.  Not  only 
is  Customs  pinpointing  consumer  goods, 
such  as  socks  and  wrenches,  but  it  also 
is  finding  that  capital  equipment  made  in 
Chinese  labor  camps  is  being  imported 
by  U.  S.  buyers.  In  November.  Customs 
in  San  Diego  barred  entry  of  49  Jinma 
(Golden  Horse)  brand  diesel  engines,  val- 
ued at  822,000,  that  were  made  at  Yun- 
nan No.  1  Prison.  In  the  Bliss  case.  Cus- 
toms intends  to  turn  over  its  evidence  in 
the  raid  to  the  Justice  Dept.  If  criminal 
charges  are  filed — they  would  be  the 
first  ever  in  such  a  case — some  execu- 
tives could  face  fines  and  even  prison. 

To  blunt  a  congressional  attack  on 
China's  most-favored-nation  trade  sta- 
tus. Bush  needs  to  get  tough  on  illegal 


Executives  at  Michigan-based 
Bliss  could  be  jailed 
for  knowingly  importing 
forced-labor  goods 


imports  and  other  grievances,  such  a 
Beijing's  human  rights  abuses  and  mi; 
sile  sales.  The  vague  memorandum  c 
understanding  on  prison  exports  thj 
Secretary,"  of  State  James  A.  Baker  II 
hailed  during  a  November  visit  to  Be 
jing  was  scorned  by  Congress.  And  th 
notion  that  cheap  prison  expoils  are  fi 
eling  China's  810  billion  trade  surplu 
with  the  U.  S.  angers  many  on  Capit( 
Hill.  "American  workers  may  have 
compete  with  people  who  make  S3  a  da] 
but  they  shouldn't  have  to  compete  wit 
people  who  are  in  jail,"  says  Represent! 
tive  Sam  Gejdenson  (D-Conn 
LUCKY  BREAK.  For  months.  Customs  off 
cials  have  been  engaged  in  the  cumbe; 
some  job  of  tracing  the  trail  of  good 
from  China's  prisons  to  the  U.  S.  marke 
In  the  Bliss  case,  they  got  lucky.  Accon 
ing  to  an  affidavit  for  a  search  warrar 
t'iled  by  Customs  in  federal  court  i 
wrand  Rapids,  Mich.,  officials  wer 
tipped  off  by  Margaret  G.  Mathia; 
chairman  of  L&J  Press  Corp.  in  Elkhar 
Ind.,  a  Bliss  competitor.  In  recent  yean 
Bliss  had  been  snaring  market  share  b 
selling  its  35-ton  stamping  machine  fo 
826,000,  while  L&.J's  went  for  833,00( 
When  Mathias  asked  then-L&.J  Vice-Pre: 
ident  Larry  Crosby,  who  had  worked  a 
Bliss  for  25  years,  how  Bliss  could  offe 
such  low  prices,  Crosby  said  the  mj 
chines  were  made  in  a  Chinese  prison. 

Crosby  told  Customs  that  Richar 
Fackler,  Bliss's  former  president,  kne\ 
that  the  presses  Bliss  planned  to  impoi 
were  made  in  a  prison  facton,-.  So  di 
Bliss  owner  Chris  Gregorio  and  the  con 
pany's  current  president.  Fuller,  accorc 
ing  to  confidential  sources  in  the  affids 
vit.  One  source  says  that  Bliss  supplie 
the  prison  with  components  for  thfc' 
presses  and  that  Bliss  officials  visits 
the  factor}-  and  saw  "inmates  unde 
armed  guards"  at  work.  Fuller  says  ne 
ther  he  nor  Gregorio  had  "hard  evidenc 
that,  in  fact,  we  were  dealing  with 
prison."  On  a  1991  visit  to  the  factor]  ^ 
Fuller  says  he  saw  "absolutely  nothing 
that  resembled  a  prison.  Fackler  coul' 
not  be  reached  for  comment. 

Customs  is  also  poised  to  block  othe 
impoi-ts,  such  as  Red  Star  tea,  and  i 
investigating  China's  Yingde  brand  te< 
Some  in  Congress  even  want  to  empow  '^.^fi 
er  Customs  to  block  an  entire  class  o 
merchandise  when  some  of  those  proc 
ucts  are  found  to  be  made  in  a  foreig 
prison.  Customs  may  now  bar  only  sp( 
cific  goods  believed  to  be  prison-mad(  riT^L 


Ther 


Even  without  the  proposed  changes,  th 
crackdown  is  showing  just  how  man; 
prison-made  goods  from  China  are  mal 
ing  their  way  to  the  U.  S. 

By  Amy  Borrus  in  Washington,  xdt 
Greg  Bouens  in  Detroit  and  Joyce  Bai 
nathan  in  Xew  York 
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Its  not 

every  day  an 

offer  like  this 

falls  into 
your  lap. 


There's  never  been  a  better  time  to  buy  an 
IM  Personal  System/2®  Laptop  40  SX.  That's 
cause  IBM  has  just  lowered  the  price  of  the 
>/2®  Laptop,  making  it  every  bit  as  affordable 
it  is  portable. 

;e  your  dealer  about  the  first  PS/2  designed- 
id  priced — to  go.  The  PS/2  Laptop  features 
386SX/20  MHz  processor,  60MB  hard  disk 
id  up  to  I8MB  RAM  for  true  desktop  perfor- 
ance.  And  the  full-size  keyboard  is  spaced  and 
ranged  the  same  way  as  a  desktop  PS/2's,  for 
aximum  comfort  and  familiarity. 

For  immediate  delivery  or  to  hnd 
it  more,  see  your  authorized  IBM   ^  ' 
aler.For  the  dealer  nearest  you,      \\  \  \ 
II  1  800  395-5050.  You'll  love     Lj  ^ 
e  way  the  PS/2  Laptop  fits  in  your 
3.  And  your  budget. 
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going  to  do  it? 
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KEYS  TO  INNOVATION 

when  ranking  factors  in 
innovation,  executives  gen- 
erally place  heaviest  em- 
phasis on  getting  products  to 
market  on  time,  as  planned. 
Ranking  next  are  improving 
appeal  of  products  and 
moving  faster  from  concept 
to  introduction.  Priorities 
differ  geographically, 
however,  as  the  top  three 
from  each  region  shov^ 
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RJR  EASES 
ITS  DEBT  LOAD 


►  Bid  goodbye  to  another 
remnant  of  the  overleveraged 
'80s:  RJR  Nabisco  has  recap- 
tured investment-grade  rat- 
ings for  most  of  its  $14  billion 
debt  load.  The  food-and-tobac- 
co  giant,  whose  $29  billion  in 
debt  equaled  about  95'7<  of 
capitalization  when  it  went 
private  in  1989,  has  chopped 
its  debt  to  62%.  RJR  also  ex- 
pects to  close  a  new  pact  soon 
that  will  lower  the  rate  on  its 
$3  billion  in  bank  loans  by 
about  two  percentage  points, 
to  less  than  79c,  and  ease  re- 
strictive covenants.  The  re- 
sult: more  strategic  flexibility 
as  RJR  tries  to  expand  its  to- 
bacco and  food  businesses  in 
Eastern  Europe  and  Mexico 
and  its  food  business  in  Latin 
America. 


BANKERS  CUT  MACY'S 
SOME  SLACK 


►  R.  H.  Macy  &  Co.  got  a  re- 
spite from  its  financial  strug- 
gles. The  company,  which  lost 
$150  million  for  the  year  end- 
ed Aug.  3,  said  it  will  only 


have  to  pay  its  revolving  bank 
loans  down  to  $150  million 
over  the  next  two  months. 
The  original  terms  called  for 
Macy  to  pay  the  loans  down 
to  $1  million.  Even  so,  ana- 
lysts say  the  move  indicates 
that  the  company  may  need 
further  debt  restructuring  af- 
ter Christmas. 


THE  FDIC  STILL 
MAY  BE  SHORT 


►  More  banking  woes.  The 
Federal  Deposit  Insurance 
Corp.  reported  on  Dec.  10  that 
bank  income  hit  $4.3  billion  in 
the  third  quarter,  up  17/' 
from  a  year  earlier.  But  the 
General  Accounting  Office 
told  the  House  Banking  Com- 
mittee that  the  $70  billion  re- 
cently approved  for  the  insur- 
ance fund  that  backs  the 
industry  could  be  insufficient. 
The  biggest  threat  is  a  col- 
lapse of  any  one  of  the  larger 
banks  not  already  on  the 
FDlC's  sick  list.  The  G.vo's 
gloomy  assessment  is  predi- 
cated on  the  continuation  of 
the  sluggish  economy  and 
questions  about  the  accuracy 
of  existing  bank  accounting 
methods. 


IS  THE  GREENHOUSE 
EFFECT  JUST  HOT  AIR? 


►  Ready  for  some  good  news, 
climatically  speaking?  Scien- 
tists at  the  National  Oceanic 
&  Atmospheric  Administra- 


'...AND  A  TUMMY  TUCK  IN  A  PEAR  TREE 


Remember  All  I  Want  for 
Ckrist)7ias  Is  My  Two  Front 
Teeth']  Time  for  an  update.  Dr. 
Jim  E.  Gilmore,  a  cosmetic  sur- 
geon in  Dallas,  reports  the  holi- 
days have  become  one  of  his 
busiest  seasons.  For  teenagers, 
many  of  whom  get  the  proce- 
dure as  a  gift,  rhinoplasty,  or 
nose  reshaping,  is  the  tj^pical 
choice.  The  cost:  $5,000  or  so. 
Gilmore  says  the  holidays  also 

seem  popular  for  one  of  his  fastest-growing  clientele  group 
men  in  the  50-something  category.  They  favor  tightening  u 
droopy  eyelids  or  bags  under  the  eyes.  The  procedure  cos' 
roughly  $4,000  and,  thanks  to  new  techniques,  involves  only 
half  an  hour  in  the  doctor's  office.  The  patient  is  back  to  wor  bIhs 
after  a  couple  of  days,  without  bandages  or  scars.  "Peop! 
draw  conclusions  about  how  we  work  or  don't  work  bv  how  w  iiW 


Presidfi 
slair 


look,"  observes  Gilmore.  "That  may  be  unfortunate,  but  it  is 
fact  of  life."  Over  to  you,  Tin  Pan  Alley. 


tion  have  examined  40  years 
of  temperature  records  from 
the  U.S.,  the  Soviet  Union, 
and  China.  Conclusion:  Dire 
warnings  of  sweltering  heat 
from  the  "greenhouse  effect" 
may  be  nothing  but  hot  air. 
The  reason:  Almost  all  of  the 
IF  or  so  increase  in  tempera- 
ture during  the  last  four  de- 
cades occurred  because  of 
warmer  nights,  not  hotter 
days.  Researchers  figure  that 
could  mean  a  couple  of 
things.  Perhaps  computer 
models  showing  higher  tem- 
peratures from  the  buildup  of 
carbon  dioxide  are  wrong.  Or 
maybe  the  balmier  nights 
aren't  caused  by  a  "green- 
house effect." 


TRW  PROMISES 

TO  CHANGE  ITS  WAYS 


►  In  response  to  complaint 
from  consumers  and  law  ei  isel 
forcement  agencies,  TRW  In  Ef.l 
has  agreed  to  make  majc  Wair 
changes  in  its  credit  reportin  it  ami  p 
operations.   The   company  iicga 
which  earlier  said  it  would  o  fowitiat 
fer  people  a  free  annual  pee  ikm. 
at  their  credit  reports,  ha 
agreed  to  complete  reinvest 
gations  within  30  days  of  dii  iti! 
puted  information.  A  Federi  ital, 
Trade  Commission  officii  hbk\ 
predicts  that  consumers  ca  Ik 
look  for  dramatic  changes 
the  company's  responsivenei 
to  complaints. 


A  UNITED  COUP  AT  THE 
PAN  AM  AUCTION 


►  United  had  the  last  laugh  'Mtm. 
the  Pan  Am  sweepstakes.  A  [Conjuj 
a  bankruptcy  court  auctio  ftoiui 
held  on  Dec.  9,  United  wo  feiii]'; 
Pan  Am's  lucrative  Lati 
American  routes  with  a  bid  c 
$135  million.  American  an  jjstjjj 
Delta  had  teamed  up  for  es  t^it^ 
joint  bid,  but  Delta  got  only  i:|  \^ 
New  York-Mexico  City  rout 
for  $25  million.  United  had  o 
fered  Pan  Am's  creditors  a 
much  as  $235  million  for  th 
same  routes  in  August. 
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UAYLE'S  PET  PROJECT 

» LOOKINu  MORE  LIKE  A  LIABILITY 

Ihings  are  looking  up  for  Dan  Quayle.  With  the  unseemly 
departure  of  White  House  Chief  of  Staff  John  H.  Sun- 
unu,  the  Vice-President  has  become  the  Administration's 
link  to  conservatives  at  a  time  when  George  Bush  badly 
,s  someone  to  calm  the  restive  right.  What's  more,  new 
f  chief  Samuel  K.  Skinner  is  a  Quayle  golfing  buddy  who 
nises  to  pay  more  heed  to  the  Veep's  policy  suggestions, 
at  before  Quayle  can  bask  in  his  role,  he  has  to  put  out  a 
hfire  in  his  backyard.  He  has  used  the  chairmanship  of 
President's  Council  on  Competitiveness  to  lash  out  at 
ous  lawyers  and  to  stomp  aggressive  regulators.  Unfortu- 
ly  for  Quayle,  council  Executive  Director  Allan  B.  Hub- 
has  given  the  panel's  many  enemies  an  opening  to  attack 
legitimacy  of  the  antiregulatory  campaign, 
ubbard  owns  stock  in  chemical  and  utility  companies  that 
d  to  benefit  from  his  own  recommendations  that  clean-air 
osals  be  watered  down.  Democrats,  including  House 
th  and  environment  subcommittee  Chairman  Henry  A. 
:man  (D-Calif.),  called  hearings  to  see  if  Hubbard  should 
i  disqualified  himself  because  of  a  conflict  of  interest, 
le  Administration's  first  instinct  was  to  dismiss  the  ques- 
3  as  partisan  sniping.  "It's  one  of  the  oldest  games  in 
1,"  says  Quayle  spokesman  Jeff  Nesbit.  "When  you  lose 
Dolicy,  you  go  after  the  individual  involved."  And  White 
se  lawyers  quickly  declared  Hubbard  had  done  nothing 
ng.  But  as  the  Democrats  prepared  to  widen  the  attack, 
bard  announced  that  he  was  putting  his  assets  into  a  blind 
t  and  giving  his  1,000  shares  of  PSl  Resources  Inc.,  a  utility 
ing  company,  to  charity. 

ow  that  they've  drawn  blood,  Democrats  aren't  about  to 
.  Senators,  led  by  Governmental  Affairs  Committee  Chair- 
John  Glenn  (D-Ohio),  are  demanding  a  full  accounting  of 
council's  activities.  The  Democrats'  main  beef  is  that  the 
icil  is  undermining  the  Clean  Air  Act  and  other  environ- 
tal,  health,  and  safety  mandates  from  Congress.  Critics 
end  that  the  panel  has  violated  the  law  by  acting  in  secret 
by  meeting  improperly  with  business  lobbyists.  "We  do 
know  if  Mr.  Hubbard  has  a  conflict  of  interest  because 

we  do  not  know  what  the  council  is  doing,"  grumbles  Glenn. 

Up  to  now,  the  Competitiveness  Council  has  been  Quayle's 
main  tool  in  his  uphill  struggle  for  political  respectability.  But 
until  he  finds  a  way  to  contain  the  controversy,  Quayle  may 
have  to  spend  as  much  energy  fending  off  the  council's  critics 
as  he  does  keeping  conservatives  inside  George  Bush's  tent. 

By  Tim  Smart 

BUSH  WILL  HEAD  FOR  ASIA 
LOADED  FOR  BEAR 

■  t  took  weeks  of  cajoling  by  trade  officials,  but  President 
H  Bush  has  raised  the  symbolic  stakes  of  his  early  January 
Htrip  to  Singapore,  Seoul,  and  Tokyo  by  agreeing  to  take 
along  a  group  of  top  U.  S.  executives.  The  purpose,  says 
Commerce  Secretary  Robert  A.  Mosbacher,  is  to  convince 
Asian  leaders  that  "we  expect  the  same  open  markets  in  these 
countries  that  we  provide  in  the  U.  S." 

The  presence  of  Chrysler  Chairman  Lee  A.  lacocca,  an  out- 
spoken critic  of  Japanese  trade  practices,  is  sure  to  get  the 
attention  of  Asian  officials.  The  White  House  selected  other 
executives  for  their  leadership  roles  in  trade  advisory  panels 
and  business  groups.  For  example,  American  Express  Chair- 
man James  D.  Robinson  III  heads  a  key  panel  advising  the 
U.  S.  Trade  Representative.  Dexter  F.  Baker  of  Air  Products 
&  Chemicals  and  John  T.  Hartley  of  Harris  Corp.  are  top 
officials  of  the  National  Association  of  Manufacturers. 

These  big  names  may  impress  foreign  leaders,  but  Congres- 
sional Democrats  will  be  a  tougher  sell.  Success,  says  House 
Majority  Leader  Richard  A.  Gephardt  (D-Mo.),  "should  be 
judged  by  whether  the  President  wins  measurable  commit- 
ments for  trade  concessions  from  Japan  and  whether  he  per- 
suades Japan  to  assume  more  of  the  costs  of  our  military 
presence  in  Asia."  Since  the  entourage  has  no  real  business  to 
transact,  that  will  be  a  tough  standard  to  meet. 

By  Paul  Magnusson 

JKING 

sweeping  bank  regulation  reform.  An- 
other senior  Democrat,  Tom  Carper,  is 
leaving  the  House  to  run  for  governor 
of  Delaware.  If  the  House  Democratic 
Caucus  deposes  Gonzalez  when  it 
elects  leaders  for  the  next  Congress, 
the  top  candidates  to  head  the  panel 
would  be  Bruce  Vento  of  Minnesota 
and  Charles  Schumer  and  John  La- 
Falce,  both  of  New  York.  But  a  prob- 
lem plaguing  the  panel — lack  of  experi- 
ence among  members — is  sure  to  get 
worse.  Nearly  half  of  its  52  members 
have  served  in  the  House  for  five 
years  or  less,  and  the  departure  of  so 
many  old  hands  will  produce  an  influx 
of  more  rookies — making  the  business 
of  reform  more  difficult. 

INSURANCE 

t's  all  over  but  the  recriminations, 
^et  the  politics  that  produced  a  mini- 
il  bank-reform  bill  after  months  of 
'ort  continue  to  roil  the  House  Bank- 
[  Committee.  Some  members  would 
e  to  dump  Chairman  Henry  B.  Gon- 
ez  (D-Tex.)  immediately,  but  House 
es  make  a  mid-Congress  change  im- 
ssible.  There  is,  however,  sure  to  be 
heaval  after  the  1992  election,  when 
nk  reform  is  likely  to  resurface, 
ank  Annunzio  of  Illinois,  the  No.  2 
mocrat  and  chairman  of  the  impor- 
it  financial  institutions  subcommit- 
i,  will  retire,  as  will  Doug  Barnard 
Georgia,   a  leading  advocate  of 

^or  decades,   insurers  have  used 
r  their  lobbying  clout  to  remain  the 
only  major  sector  of  the  financial-ser- 
vices industry  free  from  federal  regu- 
lation. Now,  large  insurance  companies- 
are  working  with  House  Energy  & 
Commerce  Committee  Chairman  John 
D.  Dingell  (D-Mich.)  on  a  plan  that 
would  give  insurers  a  choice  between 
federal  or  state  regulation.  If  the  mea- 
sure— which  Dingell  plans  to  introduce 
next  year — becomes  law,  large  interna- 
tional companies  may  well  opt  for  uni- 
fied federal  rules.  Smaller  insurers  are 
likely  to  retain  their  comfortable  rela- 
tionship with  state  regulators. 

NGTON  OUTLOOK 
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ONE  BIG  CURRENCY- 
AMD  ONE  BIG  JOB  AHEAD 
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The  ECU  will  transform  the  way  Europe  does  business — and  the  payoff  could  be  tremendous 


turn 


The  historic  accords  on  monetary 
and  political  union  were  in  the  bag, 
and  the  champagne  was  open  and 
ready  to  pour.  After  2V2  days  of  intense 
dickering  that  stretched  into  the  wee 
hours  of  Dec.  11,  the  European  Commu- 
nity's 12  government  leaders  were  ready 
to  toast  their  achievements.  Then  an  EC 
aide  popped  up  with  a  heart-stopper.  The 
leaders,  he  proclaimed,  had  "forgotten 
something."  But  when  that  something 
turned  out  to  be  nothing  more  than  a 
minor  procedural  point,  the  conference 
room  dissolved  into  relieved  laughter 
and  lifted  glasses.  Proclaimed  French 
President  Francois  Mitterrand:  "We 
have  created  a  European  union." 

Europe's  economy  may  be  in  the  dol- 
drums, but  from  Scotland  to  Sicily,  Eu- 
ropeans have  every  right  to  be  in  a  cele- 
bratory mood.  Finally  putting  two  years 
of  harsh  debate  to  rest,  the  EC  leaders 
who  met  in  the  Dutch  town  of  Maas- 
tricht launched  a  monetary  union  that 
will  give  Europe  its  own  currency  and 
central  bank  by  the  end  of  the  century. 
Like  its  precursor,  the  1986  Single  Eu- 


ropean Act  that  paved  the  way  for  free 
trade  within  the  EC  after  1992,  the  ac- 
cord promises  to  become  a  powerful 
force  for  even  closer  economic  and  politi- 
cal integration.  With  the  EC  boasting  340 
million  consumers  and  a  gross  national 
product  of  $8.5  trillion,  the  new  Europe- 
an currency  unit,  or  ECU,  has  the  poten- 
tial to  become  a  strong  rival  to  the  dollar 
in  international  finance  and  trade. 
POUND  DRAG.  But  turning  the  monetary 
deal  into  reality  will  be  as  difficult  as 
putting  1992  into  motion.  Denmark,  for 
example,  still  has  to  submit  the  currency 
plan  to  a  nationwide  referendum,  and 
British  Prime  Minister 
John  Major  won  the  op- 
tion of  keeping  the  pound 
out  of  the  union  altogeth- 
er. But  time  and  again, 
says  Dutch  Prime  Minis- 
ter Ruud  Lubbers,  EC  his- 
tory shows  that  laggards 
"in  the  final  analysis  fol- 
low." A  single  currency, 
he  added,  "is  now  a  fact 
of  life." 
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The  EC  already  has  a  monetary  syi 
tern,  of  course,  with  members'  currer 
cies  closely  linked  to  the  mark.  An  ECl 
also  exists,  but  its  name  appears  on  m 
bank  notes.  A  composite  of  Europeai 
currencies  worth  about  $1.28,  it's  use#ifflaje: 
solely  for  settling  international  accounts  P«; 
Now,  a  new  European  Central  Bank  itJh>v. 
blending  the  decentralized  character  o 
the  U.S.  Federal  Reserve  and  the  ant  sEseij; 
inflation  determination  of  Germany';  L"lt'l!b 
Bundesbank,  could  be  issuing  real  ECU!  ilmn 
by  1997.  That  will  irreversibly  change 
the  way  everj'one — from  manufacturer 
to  pension  fund  managers  and  stockbro 
kers — does  business 
BORROWING,  In  fact,  now  that  th( 

EUROPEAN-STYLE  EC  has  decided  to  mint  it- 
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own  money,  the  rush  U  i&j 
adapt  to  it  is  already  be!  • 
ginning.  No  industry  will'  ' 
be  more  affected  thai" 
banking.  Analysts  see  ; 
new  wave  of  consolidai 
tions,  mergers,  and  intra' 
European  tieups  hitting 
banks,  especially  once  thd 
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composilion  of  the  ECU  is  deter- 
d  in  1994.  Anticipating  that,  Bar- 
PLC  has  been  expanding  on  the 
inent  for  a  year  already,  buying  pri- 

banks  in  Germany  and  France  to 
corporate  clients  and  local  money- 
igement  knowhow.  "Monetary 
1  is  going  to  have  a  very  profound 
^nce,"  says  Paris-based  analyst  R. 

Bugie  of  Standard  &  Poor's  Corp. 

one  fell  swoop,  banks  will  find  it 
r  to  compete  across  borders  as  the 
!-team  advantage  of  national  cur- 
es disappears.  And  major  compa- 
will  be  able  to  use  two  or  three 
s  to  handle  European  business,  in- 
I  of  the  half-dozen  or  more  many 
low.  As  competition  intensifies,  rev- 
s  in  one  key  area— foreign-ex- 
ye  trading — will  shrink  as  a  welter 
arrencies  becomes  one.  Belgium's 
rale  Bank  figures  this  alone  will 
it  up  to  5%  of  its  $71  billion  annual 
lues.  "It  is  a  challenge,"  concedes 

Schneider-Lenne,  Deutsche  Bank's 
\  member  for  international  finance. 

we  see  it  more  as  an  opportunity." 
nae  banks  are  already  thinking  ecu. 
las  Capital  Markets,  the  London- 
1  Euromarket  trading  arm  of  the 
Yench  bank,  has  switched  its  inter- 
ccounting  to  ECUs  from  dollars.  But 
)iggest  battle  of  all  will  come  as 
s  begin  launching  products  de- 
id  for  the  ECU  era.  Those  that  have 
dy  are  finding  success.  Turin's  Isti- 
Bancario  San  Paolo,  which  operates 
ranee,  Spain,  and  Italy,  already 
s  a  third  of  its  Italian  mortgages  in 

and  expects  that  share  to  jump  to 
within  two  years. 

CHANGE.  Other  hints  of  what's 
i  can  be  found  in  the  stock  market, 
e  a  single  "Eurotrack"  index  al- 
f  follows  the  ups  and  downs  of  the 
200  equities  trading  on  several 
ses.  But  the  likelihood  of  one  stock 
;et  for  all  Europe  will  draw  closer 
managers  of  the  trillions  locked  up 
iropean  pension  funds  begin  switch- 
heir  accounts  and  investment  strate- 
to  ECUS.  "Just  think,"  marvels  San 
)  Executive  Vice-President  Alfonso 
.  "It'll  be  a  whole  new  game." 
e  European  bond  market  will  under- 
similar  sea  change.  Although  the 
bond  issuance  already  is  growing  at 
a  year  (chart),  the  market  remains 
alongside  the  world's  leader,  the  $6 
)n  one  in  U.  S.  Treasury  bonds.  But 
'  EC  members'  government  debts  are 
:hed  over  to  ECUs,  a  new  market 
come  alive.  Bob  Tyley,  a  Paribas 
tal  Markets  bond  expert,  estimates 
lew  market  will  be  worth  a  stagger- 
53.5  trillion,  relegating  Japan's  $2.5 
)n  bond  market  to  third  place, 
single  currency  will  mean  huge 
ges  for  manufacturers,  too.  Merg- 
nay  become  easier:  British  conglom- 


Commentary/by  John  Rossant 

THE  EC:  FROM  HERE  IH, 
HO  GAIH  WITHOUT  PAIH 


aastricht  has  been  like  get- 
iting  married,"  says  one 
I  prominent  Italian  economist, 
reflecting  on  the  importance  of  the 
agreements  reached  in  the  Dutch  town 
on  Dec.  10.  "Before  the  meeting,  we 
were  passionately  in  love  with  the  con- 
cept of  Europe.  But  now  that  we're 
married,  the  hard  work  of  living  to- 
gether begins." 

The  metaphor  may  be  a  bit 
stretched.  But  far  from  the  hoopla  of 
Maastricht,  Europeans  are  starting  to 
wake  up  to  what  a  unified  Europe 
would  really  mean.  To  construct  the 
economic  and  political  powerhouse  of 
340  million  people  charted  by  Brussels, 
they  are  going  to  have  to  give  up  a  lot 
more  of  their  cozy  habits.  Despite  the 
summit's  upbeat  note,  a  lot  of  doubt 
remains  concerning  Europe's  serious- 
ness about  forging  ahead.  It  will  only 
die  down  if  individ- 
ual countries  show  a 
willingness  to  sacri- 
fice for  the  greater 
good. 

In  the  months  to 
come,  skeptics  will 
be  watching  whether 
the  Germans  start  to 
break  up  the  clumsy 
Bundespost  monopo- 
ly and  give,  say, 
a  chunk  to  British 
Telecom.  They'll  see 
if  Paris  pulls  the 
plug  on  state-con- 
trolled electronics  gi 


THE  EC  FLAG:  WILL  EVERYONE  SALUTE? 


ant  Bull,  which  ran  up  $1.3  billion  in 
losses  last  year.  And  they'll  watch 
closely  as  the  Italians,  whose  Europti- 
mism  is  as  strong  as  their  economy's 
preparation  for  European  integration  is 
weak,  face  a  world  in  which  Milan  will 
wither  as  a  financial  center. 
GOLD  STARS.  So  far  the  governments  in 
Rome,  Paris,  and  Bonn  have  played  the 
pro-Europe  card  for  all  it's  worth  while 
being  less  than  candid  about  the  down- 
side. That's  because  Europe  has  been 
swept  by  "1992  fever"  since  the  1986 
decision  to  go  for  a  unified  market 
by  next  year.  The  EC  flag  with  its  12 
gold  stars  flies  proudly  at  factories 
doomed  to  extinction  by  an  integrated 
market.  Thousands  of  workers  bound 
to  be  laid  off  in  the  next  few  years  are 
flocking  to  get  European  Community 
passports. 

From  here  on  out,  there's  going  to 


be  no  gain  without  some  pain  some- 
where in  Europe.  By  one  estimate,  for 
example,  the  EC's  37  locomotive  mak- 
ers will  be  reduced  to  fewer  than  10 
within  a  decade.  And  the  move  to  a 
single  currency  guarantees  a  shakeout 
in  financial  services. 
PLANES,  TOO?  In  the  runup  to  1992,  the 
Europeans  have  clung  to  their  old 
ways.  Multibillion-dollar  public  pro- 
curement, which  EC  members  all  agree 
should  be  opened  up,  remains  as  tight- 
ly protected  as  the  British  crown  jew- 
els. Similarly,  all  support  deregulation 
of  air  travel,  but  no  country  wants  to 
be  first  to  give  up  its  own  national 
airline.  And  just  after  agreeing  to  open 
up  the  Continent  to  more  Japanese  im- 
ports, Europe's  embattled  and  long- 
protected  carmakers  are  clamoring  for 
a  protectionist  EC  industrial  policy. 
In  the  long  run,  the  tough  transition 
to  an  open  market 
should  be  worth- 
while. If  the  Maas- 
tricht plan  works, 
for  instance,  Eui'ope- 
ans  will  have  not 
only  a  common  cur- 
rency but  also  the 
world's  strongest  fi- 
nancial system.  Eu- 
ropean banks  and 
corporations,  freed 
from  the  narrow  con- 
fines of  individual 
countries,  may  gain 
the  competitive  edge 
to  hold  their  own 
against  the  U.  S.  and  Japanese. 

But  that  isn't  stopping  grass-roots 
opposition  to  an  integrated  Europe 
from  spreading  across  the  Continent. 
You  can  see  it  in  the  eyes  of  thousands 
of  angry  French  and  Italian  farmers  as 
they  take  to  the  streets  to  protest 
against  subsidy  cuts.  In  some  cases, 
like  France's  extreme  right-wing  Na- 
tional Front,  such  protest  is  explicitly 
anti-Brussels.  In  others,  such  as  Lega 
Lombarda,  now  the  No.  2  political  par- 
ty in  most  of  northern  Italy,  it's  a  re- 
jection of  free-market  and  pro-Europe- 
an ideals. 

If  such  trends  grow,  fears  France's 
European  Affairs  Minister  Elisabeth 
Guigou,  Europe  could  regress  "and 
face  a  destructive  Balkanization."  Eu- 
ropeans would  do  well  to  ponder  that 
as  they  roll  up  their  sleeves  for  the 
next  phase  of  integration. 
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erate  BTR  PLC,  for  one,  thinks  a  vibrant 
ECU  market  will  make  it  easier  to  finance 
acquisitions  in  Germany  and  Belgium. 
And  costs  will  shrink.  European  busi- 
nesses figure  they  will  save  $15  billion  a 
year  on  foreign  exchange  commissions 
and  currency  hedging  costs.  Britain's 
Imperial  Chemical  Industries  PLC  esti- 
mates that  it  alone  will  save  $100  million 
a  year,  the  equivalent  of  1%  of  its  annu- 
al European  sales.  "We  see  only  advan- 
tages," says  Yves  Blanc,  finance  direc- 
tor of  French  auto-parts  maker  Valeo. 

As  the  f:c  steps  up  the  pressure  for 
open  competition  across  Europe,  more 
customers  are  starting  to  comparison- 
shop  for  the  same  products  between 
countries.  The  present  tangle  of  curren- 
cies hides  often  substantial  price  differ- 
ences on  everything  from  autos  to  com- 
puters. ECU  price  tags  would  quickly 
change  all  that.  Indeed,  Europe's  politi- 
cal leaders  will  be  pushing  these  and 
other  potential  benefits  to  business  and 
consumers  as  they  promote  the  Maas- 
tricht pact  in  coming  weeks.  But  they 
will  be  less  forthcoming  about  the  sub- 
stantial adjustment  pains  necessary  to 
make  the  ecu  work.  Warns  Paribas'  Ty- 
ley:  "The  ECU  is  a  clone  of  the  Deutsche- 
mark  with  inflation  as  its  No.  1  focus." 
TOUGH  RULES.  From  early  1994,  when  the 
countdown  to  a  single  currency  begins, 
Europe's  policymakers  will  have  to  con- 
front a  slew  of  tough  economic  hurdles. 
They  will  need  to  reduce  their  inflation 
rates  to  no  more  than  1.5  percentage 
points  above  the  lowest  three  members 
of  the  EC.  Budget  deficits  will  have  to  be 
pared  to  a  maximum  of  3%  of  gross 
domestic  product,  a  target  that  even 
anti-inflation  Germany,  at  57^,  now  can- 
not meet.  Government  debt  will  have  to 
be  pared,  too.  In  fact,  Italy  and  Belgium 
risk  disqualification  if  they  cannot  meet 
this  criterion.  Staying  out  of  the  ECU 
system  could  boost  Italian  interest  rates 
a  full  percentage  point,  estimates  Daniel 
Gros,  a  monetary  expert  at  Brussels' 
Center  for  European  Policy  Studies. 

Even  thornier  obstacles  lie  ahead. 
Poorer  EC  members,  including  Ireland 
and  Spain,  will  require  substantial  finan- 
cial aid  to  bring  them  alongside  their 
richer  cousins.  The  currency  could  also 
make  it  harder  for  many  nonmembers, 
from  Sweden  to  Turkey  and  the  emerg- 
ing economies  of  Eastern  Europe,  to  join 
the  EC.  But  just  as  their  predecessors 
did  when  they  got  the  free-trade  band- 
wagon going,  the  Maastricht  summit- 
teers  chose  to  look  beyond  such  prob- 
lems. In  the  end,  they  figure,  they  have 
little  choice  but  to  make  the  ECU  work. 

By  John  Templeman  and  Patrick  Oster 
in  Maastricht,  with  Stewart  Toy  in  Paris, 
Richard  A.  Melcher  in  London,  and  John 
Ro:>:;ant  in  Rome 


SOVIET  UNION  1 


WILL  YELTSIN'S  NEW  ORDER 
PUT  BREAD  ON  THE  TABLE? 


The  Soviet  empire  is  dead.  A  stabler  arrangement  may  be  its  legacy 


It  was  billed  as  a  Slavic  Summit,  a 
weekend  confab  near  the  Polish  bor- 
der at  a  hunting  lodge  that  only  re- 
cently catered  to  Communist  bigwigs. 
Worried  about  the  fate  of  their  tightly 
linked  economies  as  the  Soviet  Union  col- 
lapsed around  them,  the  leaders  of  Rus- 
sia, Ukraine,  and  Byelorussia  gathered 
to  talk  over  new  political  and  trade  trea- 
ties. But  when  they  emerged  from  seclu- 
sion on  Dec.  8,  they  unveiled  a  stunning 
surprise:  a  new  commonwealth  arrange- 


WHAT  THE 
HEW  COMMOHWEALTH 
AIMS  TO  PO 

►  Repeal  all  Soviet  laws  and  as- 
sume powers  of  the  old  regime 

►  Launch  radical  economic  re- 
forms, including  freeing  most  prices 

►  Keep  the  ruble,  but  allow  new 
currencies 

►  Set  up  European  Community- 
style  free  trade 

►  Create  joint  control  of  nuclear 
weapons 

►  Fulfill  all  Soviet  foreign  treaties 
and  debt  obligations 


ment  to  replace  most  functions  of  t  liiSi 
Soviet  Union,  which  they  deemed  of 
cially  dead. 

No  one  was  more  taken  aback  th; 
Mikhail  Gorbachev,  whose  attempt 
piece  together  a  new  confederation  w 
floundering  badly.  Even  George  Bu: 
was  told  about  the  deal  earlier.  On 
again,  Gorbachev  was  upstaged  by  R 
sian  President  Boris  N.  Yeltsin,  who 
nounced  the  new  order  at  a  press  conf 
ence.  Gorbachev  is  hanging  toug| 
declaring  the  new  commonwealth  illegi 
Some  of  his  aides,  meanwhile,  are  hi: 
ing  that  he  may  resign. 
MARKET  MOVES.  Still,  after  two  years 
bitter  struggle,  the  new  shape  of  ti 
former  Soviet  Union   may  finally 
emerging.  Called  the  Commonwealth 
Independent  States — so  far,  consisti 
of  Russia,  Ukraine,  and  Byelorussiaj 
the  loose  governmental  structure  wo 
replace  the  former  Soviet  Union.  It 
account  for  three-quarters  of  the  fori 
superpower's  population  and  more  th; 
S07(  of  its  gross  domestic  product.  M 
eled  after  the  European  Community, 
will  be  a  free-trade  zone,  probably  u 
ed  by  a  single  currency — the  ruble.  Ti 
commonwealth  aims  to  maintain  a  sin 
.v.ATO-style  command  structure  over 
armies  and  nuclear  weapons.  On  papi 
the  plan  would  deliver  the  stability  tl 
has  eluded  Gorbachev  as  he  tried 
bring  renegade  republics  back  into  t 
Kremlin  fold.  But  Yeltsin  and  his 
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horts  still  face  a  big  hurdle:  convincing 
the  fractious  army  that  the  plan  will  pre- 
vent political  chaos. 

The  top  priority  of  the  commonwealth 
leaders  is  to  push  ahead  with  the  diffi- 
cult transition  to  a  market  economy. 
They  will  try  to  revive  the  slumping  ru- 
ble by  reining  in  spending  and  forging  a 
joint  monetary  policy.  On  Jan.  1,  the 
three  Slavic  states  will  simultaneously 
free  prices  on  most  goods  in  a  joint 
plunge  into  economic  shock  therapy. 

This  unprecedented  show  of  economic 
unity  will  give  the  reforms  a  better 
chance  of  success.  Already,  Ukrainian 
and  Byelorussian  parliaments  over- 
whelmingly have  endorsed  the  common- 
wealth, which  will  be  open  to  new  mem- 
bers from  former  Soviet  republics  and 
even  Eastern  Europe.  Armenia  and  Kir- 
ghizia may  be  ready  to  sign  on,  even 
though  some  Central  Asian  officials, 
such  as  Kazakhstan  President  Nursul- 
tan  A.  Nazarbaev,  were  miffed  because 
they  hadn't  participated  in  the  summit. 

Even  the  hint  of  more  stability  is  stir- 
ring interest  among  foreign  investors, 
who  have  been  spooked  by  the  former 
superpower's  roller-coaster  politics. 
While  it's  too  early  to  know  how  the 
commonwealth  will  play  out,  it  should 
clarify  investment  requirements. 
"Businesspeople  don't  necessarily  care 
what  the  rules  are,"  says  Judy  Shelton, 
a  Soviet  expert  at  the  Hoover  Institu- 
tion, "they  just  want  to  know  the  rules." 
The  prospect  of  orderly  decentralization 
was  good  news  at  Coca-Cola  Co.,  which 
already  had  plans  to  expand  in  the  for- 
mer Soviet  Union  through  a  joint  ven- 
ture in  Kiev  and  a  new  office  in  St. 
Petersburg.  The 
faster  a  market 
economy  is  set  up, 
the  faster  Coke 
can  replace  ineffi- 
cient state-run  pro- 
ducers with  its 
own  network. 

Even  so,  the  for- 
mation of  the  com- 
monwealth sent 
shivers  through 
Western  capitals 
over  the  control  of 
nuclear  weapons. 
And  it  heightened 
fears  of  a  second 
coup  attempt.  Gov- 
ernments fretted 
about  the  viability 
of  their  treaties 
with  the  super- 
power, including 
Soviet  pledges  to 
repay  some  $84 
billion  in  foreign 
debt. 


UPSTAGED:  WILL  GORBACHEV  RESIGN  SOON? 


The  stage  was  set  for  the  unex- 
pected commonwealth  arrange- 
ment when  Ukrainian  voters  en- 
thusiastically endorsed  forming  an 
independent  state  on  Dec.  1.  That 
dashed  Gorbachev's  remaining 
hopes  of  salvaging  the  Soviet 
Union.  It  also  spurred  the  leaders 
of  the  three  Slavic  republics  to 
start  talking  over  how  to  prevent 
total  economic  collapse. 
'INSPIRATION.'  The  leaders— Yelt- 
sin, Ukrainian  President  Leonid 
Kravchuk,  and  Byelorussian  Su- 
preme Soviet  Chairman  Stanislav 
Shushkevich — say  they  arrived  at 
the  hunting  lodge  near  Viskuli,  a 
Byelorussian  village,  with  no  agen- 
da for  a  commonwealth.  "It  was 
creative  inspiration. .  . .  We  came 
without  a  text.  It  was  born  right 
there,  collectively,"  says  Gennady 
Burbulis,  State  Secretary  of  Russia 
and  a  key  Yeltsin  aide. 

Within  hours  after  the  new  pact 
was  inked,  there  were  upbeat 
signs.  Ukrainian  officials  stepped 
up  exports  of  meat,  sugar,  and 
vegetables  to  Russia  and  Byelorus- 
sia. They  promised  to  take  down 
new  customs  posts  that  had  sty- 
mied trade  of  other  key  products.  They 
also  pledged  to  create  a  new  central 
banking  system  that  would  institute 
tight  monetary  controls  to  strengthen 
the  ruble.  At  the  same  time,  Yeltsin  de- 
layed freeing  prices  from  Dec.  16  to  the 
first  of  the  year  to  give  Byelorussia  and 
Ukraine  time  to  prepare  similar  econom- 
ic moves. 

By  stepping  into  the  political  vacuum 
left  by  Gorba- 
chev's weak  lead- 
ership, Yeltsin  and 
his  counterparts 
hope  to  head  off 
the  growing  threat 
of  a  second  coup 
or  civil  war.  To 
win  the  army  over, 
Yeltsin  plans  to 
double  military 
salaries  on  Jan.  1. 
On  Dec.  11,  Yelt- 
sin seemed  close 
to  winning  over 
top  Soviet  military 
commanders. 

The  three  Slavic 
states  also  want 
joint  control  over 
nuclear  weapons, 
which  is  the  issue 
that  has  Western 
governments  most 
concerned.  It  will 
be  at  the  top  of 
Secretary  of  State 


James  A.  Baker  Ill's  agenda  when  h 
visits  Minsk,  Kiev,  and  Moscow  begin 
ning  Dec.  15.  He  will  make  it  clear  tha 
U.S.  recognition,  aid,  and  easing  of  ex 
port  curbs  will  depend  on  how  well  nu 
clear  weapons  are  controlled. 

Of  special  concern  to  Washington  am 
other  Western  governments  is  managing; 
the  tens  of  thousands  of  smaller,  tactica. 
nuclear  weapons  scattered  about  the  for 
mer  Soviet  Union.  They  worry  that  cash 
starved  former  Soviet  republics  will  bi 
tempted  to  unload  weapons  or  nuclea: 
knowhow  in  aggressive  Third  Work 
countries.  Already,  on  Dec.  9,  a  smalj 
nuclear  reactor  was  up  for  sale  oi 
the  Moscow  International  Commmodit^l 
Exchange. 

Yeltsin  and  the  other  Slavic  leader] 
insist  that  they  will  stick  to  all  the  for 
mer  Soviet  Union's  international  obliga 
tions.  That  means  fulfilling  the  STAR' 
and  Conventional  Forces  in  Europe  trea 
ties,  as  well  as  paying  back  Soviet  loans. 
Such  moves  will  go  a  long  way  to  keeji 
open  credit  lines  with  Western  banb 
and  forge  new  diplomatic  ties.  Should  il 
survive  what  may  be  the  worst  winter  ii 
years,  the  commonwealth  may  offer  th(| 
former  Soviet  republics  at  least  somd 
hope  for  a  turnaround.  Meanwhile,  exj 
hausted  citizens  of  Moscow,  Kiev,  ano 
Minsk  can  only  wait. 

By  Deborah  Stead  in  Moscow,  ivith  Rosi 
Brady  in  New  York,  Igor  Reichlin  in  Bonn] 
Patricia  Kranz  in  Washington,  am 
Walecia  Konrad  in  Atlanta 
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n  the  late  nineteenth  century, 
—   impressionism  challenged  and  trans- 
formed the  artistic  perceptions  of  the  world. 
At  the  same  time,  a  new  Japanese  institution 
responded  decisively  to  another  challenge: 
'  building  a  global  banking  presence.  Today, 

the  Bank  ot  Tokyo  is  an  undisputed  leader 
in  international  finance,  with  more  than 
300  offices,  subsidiaries  and  associated 
institutions  outside  Japan  and  the  skills  so 
crucial  for  globally  oriented  enterprises  and 
individuals.  Its  an  achievement  matched 
by  few.  The  Bank  of  Tokyo. 
Transforming  finance. 


®  BANK  OF  TOKYO 


or  a  Macanudoi 


A  golfer's  moment  to  remember  has  a  way  of  etching  itseif  in  the  mind  for  a  lifetime. 
And  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable 
approach  or  one  unforgettable  drive  that  stands  above  all  the  rest. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar  For  in  an  age  when  speed 
is  all  too  often  the  order  of  the  day  the  men  of  Macanudo  still  take  more  than  two  years  to 
turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar 
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)LAND:  CAN  29  PARTIES 
IN  THIS  COUNTRY? 


^  uring  Poland's  freewheeling  election  campaign  this  fall, 
Ijan  Olszewski,  a  popular  former  Solidarity  activist,  was 
'one  of  the  most  avid  bashers  of  the  government.  Now 
President  Lech  Walesa  has  reluctantly  tapped  him  as 
i  Minister,  Olszewski  had  better  take  a  crash  course  in 
ng  brickbats.  That's  likely  to  be  his  new  role  as  head  of 
iwieldy  five-party  coalition  government  that  is  now  being 
(d. 

^erning  the  increasingly  restive  de- 
icies  of  Eastern  Europe  is  becoming 
nkless  job.  In  the  joyous  aftermath 
e  fall  of  Communism,  the  region's 
leaders  had  little  difficulty  pushing 
gh  preliminary  economic  reforms, 
lese  initial  measures  have  ushered  in 
ig  inflation  and  a  depression-level 
Tieting  in  output  rather  than  the 
l-for  prosperity 

w  the  makeshift  character  of  these 
:racies  threatens  to  slow  progress  as 
rn  Europe  begins  in  earnest  to  dis- 
e  state  industry  and  its  still-intact 
welfare  system.  Pressure  is  rising 
to  ease  credit  and  help  failing  state 
prises.  If  newly  elected  politicians 
up  too  much,  however,  these  coun- 
risk  sliding  into  Latin  America-style 
■inflation.  That  would  discourage  ur- 
y  needed  investment  and  derail  re- 
for  years  to  come. 
PARTY.  Nowhere  is  this  truer  than  in 
d,  which  has  been  the  trailblazer.  Under  the  tough  lead- 
3  of  Finance  Minister  Lescek  Balcerowicz,  the  Poles 
id  2000%  hyperinflation  and  stabilized  the  zloty.  But  since 
the  iron-fisted  monetary  and  fiscal  policies  have  meant 
for  many  Poles,  and  they  are  taking  it  out  on  pro-market 
:ians.  In  the  Oct.  27  elections,  pro-reform  parties  gar- 
,  only  22%'  of  the  vote.  An  incredible  29  parties  won  seats, 


with  none  getting  more  than  13%.  Parliament  now  includes 
oddball  splinter  groups  such  as  the  Polish  Beer  Lovers'  Party 
as  well  as  former  Communists,  who  promised  to  quadruple 
pensions.  "It's  a  major  sign  of  instability,"  observes  German 
economist  Horst  Brezinski.  "It  reminds  us  of  the  Weimar 
Republic." 

Olszewski  will  sack  Balcerowicz  and  probably  try  to  ease  his 
monetary  policies.  But  rolling  back  re- 
forms too  far  would  jeopardize  Poland's 
$2.48  billion  loan  from  the  International 
Monetary  Fund,  which  has  suspended  aid 
until  further  discussions  with  the  new 
government.  Endless  debate  has  already 
damaged  Poland's  privatization  program, 
which  has  so  far  sold  only  about  20  out  of 
some  7,500  state  companies.  And  a  rising 
budget  deficit  is  helping  to  keep  inflation 
at  85%  in  199L 

ANGRY  VOTERS.  Economic  policy  is  also 
under  fire  in  Czechoslovakia,  where  price 
reforms  and  rising  unemployment  are  be- 
ginning to  cut  into  the  Czechs'  more  com- 
fortable living  standards.  In  next  June's 
elections,  angry  voters  are  likely  to  oust 
President  Vaclav  Havel  and  his  asso- 
ciates. "They're  going  to  hang  us  all," 
says  Deputy  Finance  Minister  Dusan 
Triska. 

Still,  few  observers  expect  these  gov- 
ernments to  do  complete  about-faces  on 
reform.  If  they  do,  they  will  sacrifice 
Western  aid,  and  they'll  lose  ground  on  their  effort  to  gain 
admission  to  the  European  Community.  But  there's  no  doubt 
that  politicians  have  suddenly  become  scapegoats  for  the  fall- 
out of  40  years  of  Communist  mismanagement.  Those  bold 
enough  to  persevere  with  hard-hitting  reforms  are  likely  to 
suffer  a  high  attrition  rate. 

By  Gail  E.  Schares  in  Bonn 


tAL  WRAPUPI 


■DEN 


tie  Swedish  government's  decision 
to  hike  interest  rates  a  stunning  6 
;entage  points,  to  17.5%',  in  early 
ember  shows  that  Prime  Minister 
.  Bildt  is  committed  to  a  painful, 
t-money  restructuring  of  the  trou- 
economy.  His  immediate  goal  was 
cotch  rumors  that  the  krona  might 
devalued.  In  the  weeks  after  the 
%  devaluation  of  the  Finnish  mark- 
n  November,  an  estimated  $4.3  bil- 
in  flight  capital  left  Sweden.  Bildt 
wants  to  show  his  own  industrial- 
and  the  European  Community  that 
vill  take  tough  measures  to  curb  8% 
ition  and  bring  Sweden's  productiv- 


ity in  line  with  the  EC — rather  than  go 
the  easy  devaluation  route.  He  will 
likely  follow  the  rate  hike  with  a  new 
budget  in  January  that,  among  other 
cuts,  clamps  down  on  Sweden's  cher- 
ished health  and  child  care  benefits. 

GERMANY  

The  state  phone  monopoly,  Deutsche 
Bundespost  Telekom,  has  always 
been  considered  off-limits  to  privatiza- 
tion, but  now  even  some  left-leaning 
Social  Democrats  see  benefits  in  sell- 
ing off  at  least  part  of  it.  "We  have  the 
first  signs  from  the  SPD  that  a  deal 
might  be  possible,"  Free  Democratic 
Party  leader  Otto  Lambsdorff  told 
BUSINESS  WEEK.  The  aim  would  be  to 


make  Telekom  more  efficient.  Its  sky- 
high  prices  put  Germany  at  a  competi- 
tive disadvantage.  And  the  plodding  gi- 
ant has  been  slow  to  revamp  eastern 
Germany's  phone  system. 

IRAQ  

The  logjam  on  Iraqi  oil  exports  could 
be  breaking  up.  U.  N.  officials  say 
they  will  meet  with  the  Iraqis  in  Vien- 
na on  Jan.  6-7  to  try  to  iron  out  the 
obstacles  to  Iraqi  oil  sales.  The  Securi- 
ty Council  authorized  such  sales  earlier 
this  year,  but  the  Iraqis  objected  to 
high  pipeline  transit  fees  demanded  by 
Turkey  and  to  other  aspects  of  the 
U.  N.  plan.  Iraqi  exports  would  further 
depress  the  weak  oil  market. 


TIONAL  OUTLOOK 
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STRATEGIES  I 


THIS  WIARKETING 
EFFORT  HAS  L'EGGS 


Sara  Lee  moves  beyond  food  to  become  a  consumer-goods  power 


ention  Sara  Lee  Corp.  and  vi- 
sions of  cheesecake  and  choco- 
late brownies  immediately 
spring  to  mind.  But  the  Sara  Lee  of  the 
1990s  is  as  much  about  pantyhose  and 
purses  as  it  is  about  pies.  Just  look  at 
the  nonfood  brands  in  the  Chicago  con- 
glomerate's shopping  bag;  Hanes  men's 
underwear,  L'eggs  nylons,  Bali  bras. 
Coach  leather  goods,  to  name  a  few. 

With  lessons  learned  from  peddling 
pound  cakes  and  pork  sausages,  Sara 
Lee  has  transformed  itself  into  a  con- 
sumer-products powerhouse  with  in- 
creasingly global  ambitions.  The  meta- 
morphosis is  all  the  more  remarkable 
because  most  of  Sara  Lee's  food-indus- 
try sisters  have  seen  many  of  their  di- 
versification gambits  flop.  Quaker  Oats 
Co.  and  General  Mills  Inc.  spent  the 
1970s  moving  into  trendy  consumer  busi- 
nesses— everything  from  toys  to  golf 
shirts — only  to  retreat  when  they  found 
themselves  unable  to  cope  with  such 
fickle  markets. 

Sara  Lee  Chairman  John  H.  Bryan 
took  a  less  glamorous  path.  He  plowed 
profits  from  the  company's  signature 
bakery  business  into  prosaic  markets 
such  as  hosiery,  socks,  and  underwear — 
markets  where  competition  was  spotty, 
demand  extremely  predictable,  and 
tastes  less  fleeting.  Sara  Lee  then  used 
some  deft  marketing  to  turn  near-com- 
modity items  into  lucrative  franchises 
with  powerful  brand  images. 

Over  the  years,  Sara  Lee  has  refined 
the  approach — and  it  has 
proved  a  profitable  one.  The 
company's  earnings  growth 
has  averaged  a  brisk  19.17f 
over  the  past  five  years.  And 
during  its  1991  fiscal  year 
ended  June  30,  net  income 
climbed  13.8%,  to  $535  mil- 
lion, on  $12.4  billion  in  sales. 

Now,  Bryan  has  global  as- 
pirations for  Sara  Lee.  He 
has  already  quietly  built  up  a 
$3.2  billion  business  in  Eu- 
rope through  acquisitions. 
Sara  Lee  now  ranks  No.  4 
among  U.  S.-based  consumer- 
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products  companies  with  operations 
there,  trailing  Philip  Morris,  Coca-Cola, 
and  Procter  &  Gamble.  And  it's  growing 
fast.  On  Nov.  18,  Sara  Lee  acquired 
Playtex  Apparel  Inc. — the  U.  S.  bras- 
siere maker  with  a  strong  position  in 
Europe — in  a  deal  valued  at  $590  million. 
Says  Bryan,  who's  also  eyeing  markets 
in  Asia  and  Mexico:  "Our  mission  is  to 
be  a  premier  global,  branded  consumer 
packaged-goods  company." 

To  get  there,  Bryan  will  rely  on  the 
same  marketing  recipe  that  Sara  Lee 
has  used  to  such  great  effect  back  at 
home.  Here's  how  it  works:  The  compa- 
ny zeroes  in  on  a  fragmented  consumer 
market,  typically  dominated  by  sleepy 
private-label  manufacturers.  Bryan  buys 
an  existing  player  or  two  for  quick  econ- 
omies of  scale.  Next,  he  works  to  im- 
prove manufacturing  productivity.  And 
Sara  Lee  pours  on  the  advertising  to 
develop  a  powerful  brand  image — but 
prices  its  offerings  competitively. 
CASUAL  EMPIRE.  Sara  Lee's  push  into 
sweatclothes,  T-shirts,  and  other  casual 
apparel  is  a  case  in  point.  It  had  a  small 
retail  position  in  the  category  in  the  ear- 
ly 1980s.  But  in  1988,  Bryan  saw  an  op- 
portunity to  expand  dramatically  and 
pounced.  That  year,  Sara  Lee  acquired  a 
50%  stake  in  rival  Pannill  Knitting  Co., 
and  a  year  later  it  snapped  up  the  rest. 

Bryan  then  quickly  converted  most  of 
Pannill's  products  to  the  powerful  Hanes 
label,  the  underwear  brand  the  company 
acquired  in  1979.  The  move  significantly 
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SARA  LEE'S  CHAHGING  MIX 

OPERATING  INCOME  FROM:   Q  CONSUMER  PRODUCTS  FOOD 
1987  1992  EST. 

$632  MILLION  $1.1  BILLION 


broadened  the  reach  of  Hanes'  prodi 
line — and  its  clout  with  retailers.  Ne 
Bryan  bought  Champion  Products  iflsks 
whose  upscale  brand  of  sweatclotl 
and  T-shirts  extended  Sara  Lee's  pi 
ence  into  department  stores.  After 
other  deal  moved  it  into  jersey-knit  ite  i"  says 
sold  through  mass  merchandisers,  B 
an  had  assembled  a  full  line  of  cas 
wear  with  a  broad  retail  network. 

Competitive  pricing  is  key  to  BryaJjKc 
strategy,  so  manufacturing  must  be 
zor-sharp.  He's  reorganizing  plant  floiBs  inves 
so  that  stitchers  work  in  teams  to  ti 
out  finished  products — rather  than  usi 
the  old  assembly-line  approach  in  wh  W 
each  worker  does  the  same  job  on  g  a  He  si 
ment  after  garment.  On  average,  1 
switch  reduces  defects 
757'  while  increasing  prod 
tivity  by  up  to  30%,  the  co 
pany  says. 

Bryan's  tactics  are  gainiBaii 
Sara  Lee  a  growing  positi 
in  apparel  markets.  The  fi 
year-old  Hanes  Her  W  iiiKngj 
brand  has  captured  21% 
the  $1  billion  U.  S.  womeiS 
and  girls'  underwear  markj, 
vs.  Fruit  of  the  Loom's  It. 
Farley  Industries  Inc.,  mal" 
of  Fruit  of  the  Loom  and  B  ) 
products,  still  leads  in  the  I 
billion  men's  and  boys'  und- 
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THE  CORPORAOI" 


■  With  crafty 
acquisitions, 
Chairman  Bryan 
has  quietly  built 
a  $3.2  billion 
business 
in  Europe 


category,  with  a  combined  41% 
;,  but  Sara  Lee  is  closing  in.  Its 
;  has  jumped  to  28%  from  17%  in 

even  though  Hanes's  retail  price  is 
t  10''f  more.  "I  have  great  respect 
Sara  Lee  and  what  they've  accom- 
30,"  says  William  F.  Farley,  chair- 
of  Farley  Industries, 
lall  wonder.  By  the  end  of  its  fiscal 

in  June,  1992,  nonfood  units  will 
in  58%o  of  $1.1  billion  in  operating 
ne  and  46%c  of  $13.3  billion  in  sales, 
es  investment  house   Dain  Bos- 
h  Inc.  That  compares  with  47%  in 
iting  profits  and  30%-  in  sales  from 
3od  businesses  just  five  years  ago 
t).  The  shift  away  from  food  is  hav- 
i  big  impact  on  Sara  Lee's  profit 
nns,  too,  because  returns 
I  nonedibles  are  62% 
ir  than  those  of  food.  In 
Sara  Lee's  operating 
;in  should  reach  8.9%  in 
1  1992,  says  Dain  Bos- 
h,  up  from  7.2%  in  1989. 
&BRANDS.  One  reason 
margins  are  better  in 
ood  businesses  is  that, 
verage,  marketing  costs 
ower  than  in  food — even 
ryan  steps  up  the  spend- 
Although  Sara  Lee's  $1.1 
n  marketing  budget  is 

8.6%'  of  sales,  up  from 


7.:;  -  in  1985,  it's  still  less  than  half  the 
average  for  the  packaged-food  industry. 

Much  of  the  credit  for  those  lower 
costs  goes  to  Bryan's  efficient  market- 
ing tactics.  Once  he  has  latched  onto  a 
winning  brand,  he  extends  the  name  to 
numerous  related  products.  The  idea  is 
to  make  sure  that  as  many  items  as 
possible  share  the  glow  cast  by  a  strong 
brand  name.  For  example,  since  buying 
Dim,  France's  leading  hosiery  maker,  in 
1990,  Sara  Lee  has  sewn  the  label  on 
men's  underwear  and  T-shirts. 

This  megabrand  strategy  doesn't  ap- 
ply to  every  market,  of  course.  In  order 
to  achieve  broad  distribution  of  panty- 
hose, for  example,  the  company  had  to 
develop  different  brands  for  different  re- 
tailers. The  L'eggs  and 

A  RECIPE  

FOR  MARKETING  SUCCESS 

►  Target  markets  dominated  by  private-label  goods 

►  Snap  up  huge  market  share  and  capacity  through 
acquisitions 


►  Use  resulting  economies  of  scale  to  keep 
costs — and  prices — low 


►  Forge  strong  brand  identities  with  extensive  marketing 

►  Sell  through  as  many  distribution  channels  as  possible 


Just  My  Size  lines  found  at  the  drug- 
store aren't  exactly  uptown  products.  So 
Sara  Lee  has  its  Hanes  and  premium 
Donna  Karan  brands  for  the  depart- 
ment-store crowd. 

Even  unrelated  brands  get  some  mar- 
keting benefit  from  being  in  the  Sara 
Lee  stable.  Cross-promotions  are  the 
key.  For  instance,  a  package  of  L'eggs 
hosiery  may  contain  a  $l-off  coupon  for 
a  Hanes  sweatshirt.  And  Sara  Lee  has 
customized  similar  programs  for  big  cus- 
tomers such  as  Kmart  Corp.  "I  think  it 
makes  a  lot  of  sense  because  the  prod- 
ucts complement  each  other,"  notes  Joe 
Tripoli,  Kmart's  senior  menswear  buyer. 

Overseas,  Bryan  wants  to 
expand  his  underwear  and 
hosiery  lines  into  worldwide 
franchises.  Take  Playtex. 
By  combining  Playtex  with 
Bali,  Sara  Lee  controls  25%' 
of  the  $1.4  billion  U.  S.  bra 
market  and  is  a  major  force 
in  Europe.  Now,  Sara  Lee  is 
negotiating  to  buy  several 
Asian  hosiery  makers  and 
aims  to  double  Far  East 
sales,  to  $1  billion,  by  1995. 

Surprisingly  enough,  the  architect  of 
Sara  Lee's  shift  toward  packaged  goods 
is  a  food  marketer  from  way  back.  Bry- 
an joined  Sara  Lee,  then  called  Consoli- 
dated Foods  Corp.,  in  1968,  when  it 
bought  his  family's  Mississippi-based 
meat  company.  In  1975,  the  39-year-old 
Bryan  took  over  as  Consolidated's  chief 
executive — and  he  quickly  started  re- 
shaping the  company. 
LESS  FAT.  Bryan,  now  55,  isn't  letting  his 
food  operations  languish.  In  the  U.  S.,  he 
is  squeezing  more  profits  out  of  the  bak- 
ery and  meat  lines  through  improved  op- 
erating efficiencies.  And  catering  to  the 
health-conscious,  Sara  Lee  has  rolled  out 
a  new  line  of  low-fat  desserts.  But  Bry- 
an still  covets  the  European  market.  His 
$2  billion  European  food  operation, 
which  sells  coffee,  tea,  nuts,  and  snack 
foods,  should  see  relatively  rapid  growth 
thanks  to  budding  local  appetites  for 
branded  packaged  foods.  Sara  Lee  is  al- 
ready Europe's  No.  2  coffee 
company  with  such  brands  as 
Douwe  Egberts  and  Van 
Nelle. 

Despite  such  efforts,  Sara 
Lee's  opportunities  in  food 
may  well  remain  more  limited 
than  in  pantyhose  and  under- 
wear. But  Bryan  isn't  com- 
plaining: With  plans  to 
stretch  the  likes  of  Hanes 
and  Playtex  around  the 
world,  he's  got  more  than  a 
full  plate. 

By  Lois  Therrien  in  Chicago 
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Everything  MIS  needs  to  know  abou 
the  difference  between  a  Compaq  PC 
with  Intelligent  Modularity 
and  a  merely  upgradable  PC 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent  _  , 

Modularity,  which  goes  far 
beyond  ordinary  upgradability 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Smart  for  today— 
designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  .standardize  on  one  platform.  And  since  the  parts 


Su^i>ested  Resale  Price  starts  at  just  ouer  $:>J)0(I  Im 
this  family  of  four  remarkable  PCs. 


3  Aduam 
■  VGABi 


Nobody  else  giues  you  all  trie 
advantages  you  get  ivitli  the 
COMPAQ  DESKPRO/M  PCs. 

COMPAI.) 
DESKPRO/M 
FAMILY 

AI,R 
Bl  I.SINE.SS 
VEISA 

AST 
PREMIMM 
II 

DELL 
POWERLINE 
DE 

IBM  PS/2 
MODEL  90 

1  Fivo  hocird  modular  design 

Yes 

No 

No 

No 

No 

2  Upgradable  video  wilhoul 
using  an  expaasion  slol 

Yes 

Yes 

No 

No 

No 

3  .Separate  I/O  l)oard  for  potciilial 
enhancements  and  ease  of  servn  e 

Yes 

No 

No 

No 

No 

4.  14  levels  of  security  including 
caf)le-lock  provision 

Yes 

No 

No 

No 

No 

S  .System  configuration  and  lU 
number  available  in  memory 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

ti  Power  supply  adequate  for  all 
expansion  needs 

241  Iw 

ISflw 

1 4.Sw 

22l^v 

ll)4w 

are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely  ove 
^  the  network.  A  big  time-  and  mone 
CSJjM^^liii^  \  saver  for  MIS  managers. 
i^j^-^-^i;^^^^^^^  Smart  for  tomorrow — built 

adapt  to  changing  technology  and  changi 
needs.  With  Intelligent  Modularity  upgrai 
ing  and  expanding  only  takes  about  five  minute 

And,  thanks  to  unique      1 .  High-speed  Memory  Board 
Compaq  engineering,  2.  Processor  Board 

you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  co 
no  matter  how  many  options  you  add.  And  the  240-watt 
power  supply  can  take  anything  you  plug 
Call  your  Authorized  COMPAQ  Compul 
Dealer  and  ask  to  see  the  wonders  of  tf 
COMPAQ  DESKPRO/M  PCs  firsthand. 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


4JISABUS  ^"^^  ""~ 

'  Board. 

Intelligent  Modularity—Fiue  separate  siibsystt 
let  you  upgrade  or  replace  only  what  you  neei 


.ilrsiHli.iInj  lOMI'.Mj  UI.SHWi  RcqisMnll.S  I'.ilMil  ,|||J  [r.iitPirMlk  Oil.  i 


Everything  the  boss 
needs  to  know. 


1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


It  simply  works  better. 


comPAa 
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ARAZI  WINNING  THE  BREEDERS'  CUP  JUVENILE:  THE  DAY'S  HANDLE  WAS  $67.6  MILLION 


HORSE  SENSE 

OR  HORSEFEATHERS? 


Investors  like  John  Kluge  are  betting  that  racing's  wild  ride  is  over 


It  doesn't  get  any  better  than  the 
Breeders'  Cup  for  fans  of  Thorough- 
bred racing.  More  than  66,000  crowd- 
ed into  Louisville's  Churchill  Downs  on  a 
cold  Saturday  early  in  November  for  the 
Super  Bowl  of  horse  racing,  a  slate  of 
seven  races,  each  offering  a  purse  of  at 
least  SI  million.  Attracted  by  the  likes  of 
2-year-old  speedster  Arazi.  whose  win  in 
the  Juvenile  made  him  the  winter-book 
favorite  for  1992's  Kentucky  Derby,  bet- 
tors at  Churchill  and  at  offtrack  sites 
throughout  North  America  wagered  a 
record  $67.6  million.  Recession  be 
damned — that's  a  stunning  22%  increase 
from  the  1990  Breeders'  Cup  total. 

The  wagering  was  inflat- 
ed by  a  lottery-like,  high- 
payoff  Pick  7  bet  that  Chur- 
chill was  trying  for  the  first 
time,  so  the  one-day  num- 
bers hardly  represent  a 
trend.  But  an  optimistic 
group  of  contrarians  be- 
lieves the  Breeders'  Cup 
success  and  a  firming  of 
prices  at  recent  horse  auc- 
tions may  mean  the  Thor- 
oughbred market  is  touch- 
ing bottom.  "This  will  be  a 
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leaner  but  stronger  industry  in  five 
years,"  says  Christopher  Scherf,  execu- 
tive vice-president  of  Thoroughbred  Rac- 
ing Assns.,  which  represents  55  tracks. 

Leaner  no  doubt,  but  not  without  a 
good  deal  of  pain.  Caught  in  a  cost 
squeeze,  a  dozen  or  more  racetracks 
have  closed  or  are  expected  to  halt  live 
racing  in  the  near  future.  Prices  breed- 
ers get  for  top  yearling  racing  prospects 
are  down  to  nearly  50%  from  the  1984 
peak  (chart).  And  stud  fees  commanded 
by  the  top  stallions  have  fallen  from 
around  $400,000  per  breeding  season 
four  years  ago  to  $225,000  today. 

No  wonder  this  year's  Thoroughbred 
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RAILBIRD  ECONOMICS 


HORSEFLESH  IS  CHEAPER. 


.AND  PURSES  ARE  RICHER 
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foal  crop  will  be  the  smallest  in  mo> 
than  10  years.  "Breeding  got  out  of  oc- 
troi," says  University'  of  Louisville  et- 
nomics  professor  Robert  G.  Lawrenc 
Simply  put,  too  many  marginal  mar 
were  bred  to  nondescript  stallions  di 
ing  the  go-go  '80s.  Now,  says  Lawrem 
"a  lot  of  [their  offspring]  are  going  r 
where  but  into  a  can."  A  dog  food  ca 
to  be  precise. 

Harshly  put,  but  true.  And  it's  ]u 
the  kind  of  storj-  Carl  C.  Icahn  likes 
hear.  The  New  York  financier  is  one 
the  more  prominent  contrarians  bettii 
big  bucks  that  the  bottom  may  be  ne£ 
Others  include  billionaire  John  \ 
Kluge,  rap  star  Hammer  (formerly  M 
Hammer),  and  Campbell  Soup  Co.  he 
ess  Charlotte  C.  Weber.  "To  me,  it's  11 
when  junk  bonds  got  too  cheap,"  sa 
Icahn.  "I  like  to  buy  things  when  peo 
are  throwing  them  at  you." 

The  argument  for  a  turnaround  go 
like  this:  There  no  doubt  will  be  few 
races,  but  better-quality  horses  will 
running  in  them  for  higher  purs 
Horse  owners  in  1990  collected  $710 
lion  in  purses,  up  71%  from  a  deca 
earlier  (chart).  The  payoff  promises 
grow  even  more  as  the  industry  turns 
simulcasting — closed-circuit  race  tel 
casts  beamed  from  one  track  to  othe 
around  the  country.  More  simulcasti 
means  bigger  betting  handles  and  fa 
purses,  which  equal  about  8%;  of  all  d 
lars  bet.  And  the  bulk  of  those  fa 
purses  are  going  to  winners  of  stak 
races,  the  sport's  high  end.  Next  m 
come  national  betting  pools. 
FEVERISH  SHEIKS.  After  they  add  all  th 
up  in  the  margin  of  The  Daily  Raci 
Form,  contrarians  conclude  that 
free-fall  in  horse  prices  is  near  an  en 
"I'm  seeing  signs  of  stability  for 
first  time  since  the  mid-80s,"  says  Ru 
sell  B.  Jones  Jr.,  a  Pennsylvania  hors 
man  who  heads  Metromedia  Chairms 
Kluge's  Morven  Stud  farm  in  Virgini 
If  Kluge  makes  money  racing  Tho 
oughbreds,  he'll  be  an  exception.  Hon' 
experts  say  that  it  costs  a  minimum  ( f 
$15,000  per  year  to  cover  the  overhef. 
of  training  and  boarding  a  racehors 
But  1990  Jockey  Club  stati 
tics  show  that  86'"c  of  tl 
89,722  Thoroughbreds  th: 
raced  that  year  earned  le.' 
than  that  amount  in  pun 
winnings.   Worse,  14,32 
horses  didn't  earn  a  dime. 

Pure  economics  mattere 
little  in  the  fevered  hors^ 
market  of  the  late  1970s  an 
early  1980s.  That's  whe 
Sheik  Mohammed  al  Mai 
toum  and  his  three  brother 
who  collectivelv  rule  Duba 
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Will  it  cost  yoiir  company 
yoiir  company" 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effea  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 

We  can  correaly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  rninirnize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  r  esidts?  | 
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Vital  Signs  of  International 
Financial  Markets 


The  Dow  Jones  Industrial  Average 

For  nearly  a  century  -  since  1897  -  the  Dow  Jones  Industrial  Average,  named 
after  American  journalists  Charles  Henry  Dow  and  Edward  D.  Jones,  who  also 
founded  The  Wall  Street  Journal,  has  been  synonymous  with  the  world's  largest 
bourse,  the  New  York  Stock  Exchange.  The  Dow  is  used  around  the  world  as  a 
barometer  of  the  economic  health  of  the  U.S. 

The  Financial  Times  100 

The  FT-SE  100  Share  Index  is  recognized  internationally  as  the  leading  bench- 
mark of  price  developments  on  the  London  Stock  Exchange.  Calculated  every 
minute  on  each  trading  day  by  the  London-based  Financial  Times,  the  index 
represents  some  70%  of  the  total  value  of  the  U.K.  equity  market. 

The  Nikkei  Index 

Since  1968,  the  Nikkei  Index  has  been  the  leading  indicator  of  price  movements 
on  the  Japanese  stock  market.  Based  on  the  prices  of  all  shares  traded  on  the 
First  Section  of  the  Tokyo  Stock  Exchange,  it  is  compiled  by  the  Nihon  Keizai 
Shimbun,  Japan's  leading  business  and  financial  daily  newspaper. 

The  F.A.Z.  Share  Index 

Since  1961,  the  F.A.Z.  Share  Index  has  tracked  price  movements  on  the  German 
stock  exchanges.  In  international  financial  and  investment  circles,  it  is  recognized 
as  a  reliable  monitor  of  German  equity  markets.  The  index  is  a  service  provided 
by  Frankfurter  Allgemeine  Zeitung. 

F.A.Z.  Indices  -  On  the  Pulse  of  the  German  Economy 

Frankfurter  Allgemeine  Zeitung  delivers  the  finest  in  business  and  financial 
information  and  commentary  -  all  with  the  speed  and  reliability  that  are  hallmarks 
of  Germany's  leading  daily  and  business  newspaper.  The  F.A.Z.  Share  Index, 
the  F.A.Z.  Bond  Yield  Index,  and  the  F.A.Z.  Economic  Indicator  reflect  our  skill 
and  expertise  in  covering  business  and  financial  markets. 


?ranffurler|lllgcmeine 

ZEITUNG  FUR  DEUTSCflLAND 

GERMANY'S  LEADING  DAILY  AND 
BUSINESS  NEWSPAPER 


began  their  U.  S.  buying  spree.  Many 
breeders  acted  as  if  the  Maktoums  and 
other  high  rollers  would  keep  bidding  up 
prices  forever.  When  the  big  buyers 
pulled  out  of  the  market  or  slashed  their 
spending,  the  breeders  got  scorched. 

The  Maktoums  still  account  for  about 
407c  of  the  spending  at  the  top  auctions, 
but  Anthony  Stroud,  racing  manager  for 
Sheik  Mohammed,  says  his  employer  has 
developed  restraint.  "If  [horses]  are 
overpriced,  we  won't  buy  them,"  he 
says. 

That  newfound  caution  wasn't  in  evi- 
dence when  Maktoum  paid  Allen  E. 
Paulson,  chairman  and  chief  executive 
officer  of  Gulfstream  Aerospace  Corp.,  a 
breathtaking  $10  million  for  a  50%  stake 
in  Arazi  before  the  colt  won  the  Juvenile 
on  Nov.  2.  Paulson  cites  that  sale  and 
his  purse  winnings  to  refute  charges 
that  he  overpaid  in  building  his  $150  mil- 
lion breeding  and  racing  operation,  head- 
quartered at  Brookside  Farms  in  Ver- 
sailles, Ky.  "I'm  doing  better  than  a  10% 
return  on  capital  this  year,"  he  says. 
BAD  BOY.  Icahn,  too,  insists  that  his  Fox- 
field  Farms,  also  in  Versailles,  is  profit- 
able. He  entered  the  business  in  1985, 
teaming  with  breeder  Peter  M.  Brant  to 
pay  a  record  $7  million  for  the  mare 
Miss  Oceana.  Bad  mistake:  That  sale 
marked  the  peak  in  mare  prices.  Icahn 
says  he  now  buys  only  bargain  high-end 
mares  and  he  has  enough  brood  mares 
to  turn  out  40  to  50  yearlings  per  year, 
selling  for  $50,000  to  $250,000  each. 
"This  is  strictly  a  money-making  busi- 
ness for  me,"  he  says. 

In  the  end,  the  health  of  the  Thor- 
oughbred industry  will  depend  on  boost- 
ing the  betting  handle.  It  now  tops  $9.2 
billion  a  year  nationwide,  but  it's  grow- 
ing more  slowly  than  other  forms  of  wa- 
gering, especially  casino  gaming.  That's 
why  Churchill  Downs  President  Thomas 
H.  Meeker  and  others  are  lobbying  for  a 
national  version  of  the  Pick  7  bet  that 
sparked  the  surge  in  wagering  at  this 
year's  Breeders'  Cup.  Bettors  in  29 
states  laid  down  $8.5  million  on  the  Pick 
7.  No  one  selected  the  winners  of  all 
seven  races,  but  29  bettors  in  four  states 
did  get  six  right  and  took  home  about 
$225,000  each  for  a  $2  wager. 

An  industry  committee  is  now  consid- 
ering a  national  Pick  6  wager.  It  could 
involve  a  weekly,  hour-long  syndicated 
TV  show  featuring  six  big  races  from 
tracks  across  the  U.  S.  Racing  purists 
disdain  the  plan  as  nothing  more  than  a 
national  lottery.  But  if  such  a  wager  can 
generate  handles  as  high  as  the  one  at 
the  Breeders'  Cup,  contrarians  could 
prove  to  be  correct  even  faster  than  they 
imagined.  Of  course,  the  pessimists  still 
greatly  outnumber  the  optimists,  but, 
hey,  that's  what  makes  horseraces. 

By  Chuck  Hawkins  in  Louisville,  with 
Richard  A.  Melcher  in  London 
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Commentary /by  Peter  Coy 

CABLE  TV:  FOR  A  BETTER  PICTURE, 
TRY  COMPETITION 


ob  Friedhoffer,  a  professional  ma- 
.gician,  has  nothing  on  Manhattan 
'Cable  TV  when  it  comes  to  making 
things  disappear.  Static  obscures  the 
broadcast  channels  that  he  gets  via  cable, 
especially  the  lower  numbers.  Channel  2, 
the  CBS  Inc.  affiliate  in  New  York,  is 
"painful  to  look  at,"  he  says.  "I  get  better 
picture  reception  on  my  radio."  His  pre- 
scription for  cable  television:  "First,  a  big 
sledgehammer." 

That's  a  bit  overheated.  Most  subscrib- 
ers to  Manhattan  Cable  TV  and  other  sys- 
tems around  the  country  have  decent  ser- 
vice. A  recent  Consumer  Reports  readers 
survey  found  that  three-quarters  were 


cause  the  cable  T\  fight  is  pivot 
bigger  battle  over  who  owns  anc 
mits  information  and  entertainmi 
America's  homes. 

What's  the  answer?  In  a  nutshe 
competition.  Monopolies  made  sens 
communications  networks  were  sp( 
in  function  and  too  expensive  to  di 
No  more.  The  technologies  that 
telephones  and  cable  TV  are  con\ 
And  it's  becoming  cheaper  to  op 
channels  to  the  home  via  fiber-opt 
satellites,  and  wireless  systems 
semble  cellular-phone  networks.  ! 
the  cable  monopolies,  and  the  te 
monopolies  as  well.  With  all  obsta 


..It 

■il 

ri 


very  or  fairly  satisfied.  Still,  plenty  of  peo- 
ple are  squawking  about  high  prices  and 
poor  service.  And  that  has  caught  the  ear 
of  lawmakers,  who  know  that  Americans 
take  few  things  more  seriously  than  tele- 
vision. 

So  far,  though,  the  debate  over  cable  TV 
has  produced  a  picture  as  fuzzy  as  the  one 
on  Friedhoffer's  screen.  Every  couch  pota- 
to has  an  opinion  on  cable  TV.  And  so  does 
every  lobbyist  for  a  phone  company,  TV 
network,  movie  studio,  or  newspaper,  be- 


moved,  homeowners  early  in  the  r 
cade  could  receive  TV  on  a  foot-squ: 
ellite  dish.  Or  plug  their  TV  i 
upgraded  telephone  line.  Or  hook 
the  cable  operator.  Or  even  get  TV 
fashioned  way,  by  broadcast.  Mea 
phone  calls  could  arrive  via  the 
company,  cable  TV  company,  or  v 
network  provider. 

Healthy  competition  isn't  an  aa 
result  of  deregulation,  as  recent 
richly  demonstrates.  Since  Congr; 
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rates  for  most  operators  at  the 
)86,  cable  companies  have  had 
virtually  to  themselves.  From 
il  October,  1991,  the  govern- 
,ble  TV  price  index  rose  53A7(, 
1  tw^ice  the  24.3%  overall  rise  in 
r  prices.  Consequently,  the 
solidly  behind  reregulation,  and 
ponsors  are  seeking  enough 
reregulation  to  override  a  Presi- 
to. 

e  regulation  is  at  best  an  inter- 
n.  It  conjures  up  a  cumbersome 
iCy  and  leads  monopolists  to  do 
jh  to  placate  regulators.  In  con- 
able  operators  were  disciplined 
■tition,  they  would  have  to  do 
job  or  risk  losing  the  business, 
ivy  train  would  be  gone,"  says 
Egan,  an  economist  at  Columbia 
school. 

ue,  then,  is  how  to  foster  that 
ompetition.  Here's  one  way,  a 
lowers  fences  around  markets 


tone,"  by  which  they  could  relay  to  cus- 
tomers a  menu  of  TV  programs  from  oth- 
er sources.  The  FCC  plan  would  give  view- 
ers more  choices:  Cable  operators  now 
often  refuse  to  carry  any  program  that 
might  steal  viewers  from  another  pro- 
gram that  they  own  or  control.  Phone 
companies,  in  contrast,  would  be  "com- 
mon carriers,"  obligated  to  transmit  for  a 
standard  fee  any  program  that  someone 
wants  to  send. 

But  providing  a  video  dial  tone  would 
require  billions  of  dollars  in  new  optical 
fibers  and  electronics,  and  some  phone 
companies  say  they're  not  willing  to  do  it 
if  all  they  can  do  is  transmit  programs. 
The  real  money,  they  say,  is  in  owning 
those  programs.  So: 

■  Let  phone  companies  own  Iheir  own  pro- 
grams. Phone  companies  might  turn  out 
to  be  flops  at  creating  or  buying  shows, 
but  they  should  be  allowed  to  try  as  long 
as  captive  phone  customers  don't  have  to 
foot  the  bill.  Such  subsidies  would  be 


WHAT'S  ON  THE  TABLE 


CABLE  TV  REREGUUTION 


A  bill  sponsored  by  Senator  John  C.  Don- 
forth  (R-Mo.)  and  others  would  let  local  gov- 
ernments regulate  prices  for  basic  coble  TV 
service  and  moke  it  harder  for  coble  opera- 
tors to  deny  rivals  the  use  of  programming 
that  they  own  or  control.  There  is  a  similar 
bill  in  the  House.  The  Bush  Administration 
has  threatened  a  veto 


PROMOTING  COMPETITION 


A  bill  sponsored  by  Senator  Conrad  Burns 
(R-Mont.)  and  others  would  let  phone  and 
coble  companies  into  each  others'  markets, 
and  would  mandate  that  the  U.S.  be  fully 
equipped  with  high-speed  communications 
by  the  year  2015.  Similor  bill  in  the  House 


VIDEO  DIAL  TONE 


The  Federal  Communications  Commission 
proposes  letting  phone  companies  carry 
programming  owned  by  others.  It's  also  con- 
sidering whether  phone  companies  should 
be  allowed  to  own  programming 

DATA;  BW 


(tectinu  tunsumers  during  the 
to  an  open  market  for  home 
of  information  and  entertain- 
s  plan  applies  to  all  competitors 
es  on  phone  companies,  whose 
cash  flow  and  wires  to  nearly 
ne  in  America  make  them  natur- 
er  the  TV  business. 

ihone  companies  le  carry  TV  pro- 
over  their  networics.  The  Federal 

cations  Commission  proposes  to 
companies  provide  a  "video  dial 


easy  to  detect  as  long  as  the  Norman 
Lear  wannabes  are  sealed  off  in  subsid- 
iaries. To  make  sure  that  phone  compa- 
nies have  plenty  of  channels  available  for 
outside  programmers,  there  should  be 
limits  on  how  many  channels  they  can  fill 
with  their  own  shows. 

■  Lessen  government's  role  in  phone  com- 
panies' investment  decisions.  Under  tradi- 
tional rate-of-return  regulation,  govern- 
ments have  an  incentive  to  discourage 
phone  companies  from  spending  heavily 


on  wires  that  can  carry  television.  Why? 
Because  phone  companies  are  allowed  to 
earn  a  certain  profit  percentage  on  their 
investments  in  plant  and  equipment,  and 
every  dollar  spent  on  infrastructure  in- 
flates the  rate  base  used  in  the  profit 
calculation.  Given  a  fixed  rate  of  return, 
more  investment  means  higher  rates. 

Wisely,  many  states  and  the  federal 
government  are  moving  toward  capping 
prices  rather  than  profits.  In  a  pure  price- 
cap  regime,  regulators  don't  care  how 
much  phone  companies  invest  or  earn  in 
profits  as  long  as  they  meet  benchmarks 
for  price  and  service.  Economists  agree 
that  price  caps  aren't  ideal,  but  during 
the  transition  to  full  competition  they're 
the  best  way  to  protect  consumers  while 
modernizing  networks. 

■  Open  the  way  for  cable  companies  to  of- 
fer telephone  services.  Delivering  phone 
calls  would  be  relatively  easy  for  ad- 
vanced cable  systems  that  have  lots  of 
fiber  capacity  and  two-way  communica- 
tions. Others  will  take  longer.  Letting  ca- 
ble companies  into  the  phone  business 
would  partially  compensate  them  for  the 
loss  of  their  monopolies.  It  would  give 
consumers  another  choice  in  telephones. 
And  it  would  put  the  phone  companies  on 
notice  that  they  can't  overcharge  their 
customers  with  impunity. 

■  Ease  municipal  franchise  requirements 

for  providing  video  service.  Municipal  fran- 
chises have  become  unholy  alliances:  Cit- 
ies get  lucrative  fees,  and  officials  who 
award  franchises  may  get  fat  campaign 
contributions.  In  return,  cable  operators 
get  impenetrable  monopolies.  Congress 
should  require  cities  to  justify  any  rejec- 
tion of  applicants  for  additional  fran- 
chises. If  cities  still  balk,  abolish  fran- 
chise requirements  and  let  cities  make  up 
some  of  the  lost  revenue  with  a  small  tax 
on  video  transmission. 

■  Investigate  whether  cable  operators  are 
violating  antitrust  laws  by  withholding  po- 
pular programs.  Cable  operators  have  a 
huge  advantage  over  new  entrants,  be- 
cause they  can  withhold  access  to  such 
mainstays  as  CNN,  HBO,  Showtime,  and 
MTV  that  they  own  or  control.  Requiring 
cable  companies  to  sell  programs  to  com- 
petitors could  violate  their  First  Amend- 
ment rights.  Still,  it  seems  fair  to  exam- 
ine whether  the  cable  industry  is 
engaging  in  illegal  monopolistic  behavior. 
This  is  mainly  a  short-term  issue,  since 
rivals  should  eventually  be  able  to  create 
their  own  CNNs  and  MTVs. 

It  may  take  a  decade  or  more  before  all 
barriers  are  breached,  but  in  time  these 
measures  will  give  competition  a  real 
chance  to  produce  lower  prices,  better 
service,  and  a  good  picture  on  Channel  2 
for  Bob  Friedhoffer. 
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MIGHTY 
MORGAN 

HOW  THE  BAHK  IS  REMAKIHG  ITSELF  FOR  THE  '90s 


During  the  late  1980s, 
the  venerable  J.  P. 
Morgan  &  Co.,  a  pre- 
eminent power  in 
banking  almost 
since  its  founding 
by  John  Pierpont 
Morgan  in  1861, 
was  widely  thought 
to  be  dead  in  the  wa- 
.  Compared  with  ri- 
vals, then  eagerly  build- 
ing up  their  loan  portfolios,  the  bank 
appeared  to  have  become  a  sluggish 
also-ran.  Critics  said  Morgan  was  too  set 
in  its  pinstriped  ways  to  survive  the 
rough  and  tumble  of  the  changing  finan- 
cial marketplace. 

Today,  the  House  of  Morgan  has  re- 
captured much  of  its  former  glory. 
While  rivals  are  reeling  from  lousy  loans 
and  struggling  to  replenish  their  capital, 
Morgan  is  stronger  than  ever.  Morgan 
Guaranty  Trust,  Morgan's  primary 
banking  subsidiary,  is  the  only  big  U.  S. 
bank  to  retain  an  AAA  from  credit-rat- 
ing firms.  Its  capital  cushion  is  the  envy 
of  the  industry.  And  Morgan,  the  na- 
tion's third  largest  bank,  is  reporting 
solid  earnings — up  an  astonishing  797'  in 
the  third  quarter,  making  it  the  most 
profitable  major  U.  S.  bank.  For  the  full 
year,  some  analysts  say  earnings  could 
approach  $1.4  billion,  up  867  over  1990. 

While  other  major  banks,  notably  Citi- 
corp, are  retrenching,  Morgan  is  expand- 
ing both  its  overseas  and  U.  S.  opera- 
tions. Last  May,  to  cite  just  one  in  a 
recent  flurry  of  international  deals,  Mor- 
gan underwrote  the  first  bond  offering 
for  a  private  Latin  American  company 
since  the  Third  World  debt  crisis  began 
in  1982,  a  $425  million  private  placement 
and  Eurobond  issue  for  Cementos  Mexi- 
canos,  the  Mexican  cement  maker. 

Morgan's  current  success,  however,  is 
the  product  not  of  a  mere  revitalization 
but  of  a  complete  remaking,  even  redefi- 
nition, of  the  institution.  Morgan  has 
transformed  itself  from  a  conventional 
commercial  bank  into  a  European-style 
universal  bank,  combining  commercial 


and  investment  banking  and  trading 
functions.  Analysts  now  view  Morgan  as 
one  of  a  handful  of  firms  that  will  domi- 
nate global  finance  in  the  1990s. 

Typically,  Morgan  accomplished  this 
transformation  with  little  fanfare.  Yet  in 
an  unprecedented  series  of  interviews 
with  BUSINESS  WEEK,  usually  reticent 
Morgan  executives  conceded  that  the 
process  was  long  and  painful,  to  the 
point  that  some  questioned  whether  the 
bank  was  making  serious  mistakes 
along  the  way.  Some  at  Morgan  were 
disturbed  by  the  bank's  decision  to  stay 
on  the  sidelines  while  other  big  banks 
rushed  into  seemingly  lucrative  real  es- 
tate and  leveraged  buyout  loans — a 
move  that  at  the  time  hurt  the  bank's 
earnings  but  now  looks  farsighted. 

At  the  same  time,  competing  banks 
and  Wall  Street  firms  contended  that 
Morgan  had  lost  its  edge.  "It  was  worri- 
some," says  Morgan's  Chairman  and 
Chief  Executive  Dennis  Weatherstone, 
recalling  those  bleak  days.  "But  we 
were  building  for  the  future.  We  had  to 
tough  it  out." 

Especially  controversial  was  the  belief 
by  Morgan  executives  that  the  bank 
could  become  a  tougher  competitor  while 
preserving  what  executives  term  its 
"values,"  which  emphasize  teamwork, 
capital  strength,  fastidious  attention  to 
client  needs,  a  long-term  approach  to 
strategy,  and,  above  all,  tradition.  Says 
one  former  executive:  "There's  a  sense 
that  there  really  was  a  Mr.  Morgan." 
OVERSEAS  PUSH.  Old  J.  P.  would  have 
been  proud  of  how  Morgan's  strategy  is 
working.  The  Cemex  issue  is  only  one  of 
several  splashy  international  loans  Mor- 
gan has  arranged  lately.  In  October,  Ku- 
wait asked  Morgan  to  arrange  a  $5.5 
billion  loan  to  help  pay  off  war  debts. 
Saudi  Arabia  reportedly  asked  Morgan 
to  arrange  a  similar  $3.5  billion  credit 
earlier  in  the  year,  though  neither  the 
bank  nor  the  Saudis  have  confirmed  it. 

Dealmaking  is  only  part  of  its  over- 
seas push.  Morgan  is  now  the  only  insti- 
tution that  is  a  primary  government 
bond  dealer  in  all  seven  major  industrial- 
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ized  countries.  One-third  of  the  bank's 
professional  staff  are  non-U.  S.  nation- 
als, while  three  of  its  top  five  executives 
are  foreign-born.  Weatherstone  himself 
is  a  native  of  London.  "I  don't  think 
anyone  is  as  strong  globally,"  says  Pru- 
dential Securities  Inc.  analyst  George 
Salem. 

Now  permitted  by  the  Federal  Re- 
serve to  underwrite  both  stocks  and 
bonds,  Morgan  is  going  head-to-head 
with  Wall  Street's  investment  banking 
firms  and  trading  houses.  J.  P.  Morgan 
Securities  Inc.,  the  bank's  subsidiary, 
has  sprinted  from  10th  place  in  1990 
to  7th  in  underwriting  U.  S.  corporate 
debt,  behind  such  old  hands  as  Merrill 
Lynch,  Goldman  Sachs,  and  the  bank's 


ber  of  chief  financial  officers  are  turn- 
ing to  Morgan  to  arrange  complex  cur- 
rency and  interest-rate  swaps.  In  the 
third  quarter,  Morgan's  trading  revenue 
jumped  32'/'^  from  a  year  ago,  to  $396 
million. 

Whether  Morgan  can  build  on  its  re- 
cent success  over  the  next  few  years  is 
far  from  clear,  however.  Wall  Street  will 
not  easily  relinquish  its  turf  to  interlop- 
ers. Nor  will  the  major  overseas  banks. 
'FRUSTRATION.'  More  fundamentally, 
competitors  claim,  Morgan  is  too  staid 
and  conservative.  While  Morgan  execu- 
tives take  pride  that  they  have  been  able 
so  far  to  preserve  their  traditional  ways, 
there  is  a  debate  within  the  bank  over 
whether  some  changes  may  be  neces- 


distant  cousin, 
Morgan  Stanley. 
"We  may  be  the 
new  kid  on  the 
block,"  Weather- 
stone  says,  "but 
even  considering 
that,  we've  done 
reasonably  well." 

Morgan  has  also 
emerged  as  a  pre- 
mier trading  insti- 
tution. Attracted 
by  the  bank's  ster- 
ling credit  rating 
and  global  reach, 
an  increasing  num- 


sary.  Morgan  Vice-Chairman  Roberto  G. 
Mendoza,  who  heads  the  bank's  merg- 
ers-and-acquisitions  activity  worldwide, 
confesses  to  a  "frustration."  While  Mor- 
gan's conservative  values  are  winning 
the  bank  a  lot  of  business,  he  acknowl- 
edges that  the  bank  is  forgoing  a  lot  of 
other  business  with  smaller,  often  riski- 
er companies.  "We're  torn,"  says  Mendo- 
za. "There  are  more  opportunities  than 
our  philosophical  commitment  to  quality 
allows  us  to  do." 

The  tension  between  old  values  and 
new  opportunities  has  been  part  of  the 
remaking  of  Morgan  ever  since  the  new 
strategy  was  hatched  in  the  early  1980s 
by  Lewis  T.  Preston,  then  the  bank's 


THE  BANK  DID  NOT 

CHANGE  WITHOUT 

GOING  THROUGH  A 

LOT  OF  EXECUTIVE 

SOUL-SEARCHING. 

"WE  WOULD 

ALWAYS  ASK 

OURSELVES,  ARE  WE 

DOING  THE  RIGHT 

THING?"  THE 

ANSWER  WAS  YES" 

CHAIRMAN 
WEATHERSTONE  ^ 
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imperious  chief  executive  and  now  presi- 
dent of  the  World  Bank.  At  the  time, 
Morgan's  big  clients  were  turning  away 
from  mundane  bank  loans  and  instead 
doing  their  borrowing  in  the  financial 
markets.  "We  had  a  choice  of  changing 
the  clients  we  did  business  with  or 
changing  the  institution,"  recalls  Doug- 
las A.  "Sandy"  Warner  III,  Morgan's 
president.  Preston  decided  that  Morgan 
should  be  able  to  provide  all  their  cli- 
ents' financial  needs. 

In  1985,  as  the  volume  of  dealmaking 
began  skyrocketing,  Preston  tapped  the 
Cuban-born,  Yale-educated  Mendoza, 
then  head  of  capital  markets,  to  build  an 
M&A  team.  In  accordance  with  Morgan 


key  facet  of  Morgan's  culture.  New  re- 
cruits must  complete  a  10-week  training 
course  that  covers  everything  from  capi- 
tal markets  to  corporate  history.  The 
program  is  intended  to  impart  a  sense  of 
the  Morgan  mystique,  but  it  also  allows 
young  executives  to  develop  an  in-house 
network  of  contacts.  Those  connections 
come  in  handy,  since  Morgan  profession- 
als are  frequently  rotated  among  jobs 
and  country  assignments.  "You  get 
close  to  people  when  you  spend  upwards 
of  18  hours  a  day  with  them,"  says  Ar- 
thur Sculley,  head  of  Morgan's  pri- 
vate bank. 

After  graduation,  the  bank  works 
hard  to  maintain  the  team  atmosphere. 


tradition,  the  bank  decreed  that  Mendo- 
za should  choose  most  of  his  staff  from 
within  the  bank.  Morgan  has  always  be- 
lieved that  extensive  hiring  from  the 
outside  can  damage  its  unique  cultural 
fabric.  That  was  even  more  crucial  now, 
since  the  bank  was  facing  wrenching 
structural  changes.  Morgan  loan  officers 
thus  were  instructed  in  the  art  of  merg- 
ers and  acquisitions.  Treasury-bond  trad- 
ers learned  about  underwriting.  "I'm  a 
big  believer,"  says  Weatherstone,  "that 
there  isn't  any  task  we  can't  handle  be- 
cause of  the  kinds  of  people  we  hire." 
Mendoza  concedes  that  "we  could  have 
made  a  more  immediate  impact"  if  the 
bank  hired  from  outside.  "It  was  a  ques- 
tion of  short-term  and  long-term." 
Preserving  collegiality  has  long  been  a 


Morgan  provides  a  free  lunch  for  staff- 
ers in  the  bank's  dining  room  to  encour- 
age employees  to  spend  time  together. 
New  bank  officers  are  invited  for  infor- 
mal chats  with  senior  executives,  who 
talk  about  their  experiences  at  Morgan. 
Intramural  competition,  which  has  led  to 
star  systems  at  other  institutions,  is  ac- 
tively discouraged.  "If  you  are  not  part 
of  the  team,  you  will  suffer"  financially 
and  career-wise,  says  Walter  A.  Gubert, 
the  Italian-born  executive  who  heads 
Morgan's  London  office. 

Morgan's  camaraderie,  and  its  strate- 
gy to  convert  itself  into  a  universal 
bank,  were  increasingly  tested  as  the 
Roaring  Eighties  progressed.  Corporate 
America  was  slow  to  call  on  Morgan  for 
corporate  finance  work.  The  bank  still 


0f- 


Vi  ever 


had  no  underwriting  capabilities  in  t 
U.S.,  and  Morgan's  level  of  expert 
was  wanting  when  compared  to  the  lit 
of  Goldman,  Sachs  &  Co 

At  the  same  time,  many  large  co 
mercial  banks  were  prospering.  M 
lenders  booked  huge  profits  on  comm 
cial  real  estate  and  leveraged  buyc 
lending.  Morgan  shied  away.  The  ba  IfOiaci 
was  shifting  resources  into  trading  a  iire 
the  securities  business.  Moreover,  it  \  bt»£ 
learned  some  bitter  lessons  from  lendi  p's 
to  Third  World  countries,  which  o 
Morgan,  and  many  other  big  banks, 
lions.  Morgan  executives  felt  real  est 
and  LBOs  entailed  more  risk  than  tl  ;  i 
wanted  to  assume.  "We  were  doi  fi  m 
some  of  those  loans,"  says  WeathJit'sajJ 
stone.  But  "it  was  important  for  us 
hold  on  to  our  triple- A.' 
DEFECTIONS.  Some  Morgan  executiv 
though,  became  frustrated  with  the  si  ;  .ijiere 
pace  of  progress.  "It  wasn't  easy,"  ss  cit  k 
Vice-Chairman  Kurt  F.  Viermetz.  "Th(  'i  if  i 
were  big  discussions  about  how  long   i  eijlit 
should  wait."  Weatherstone  ackno 
edges  that  there  was  a  lot  of  so  m's 
searching:  "We  would  always  ask  o  mn.i 
selves,  'Are  we  doing  the  right  thin  ia  ffl; 
The  answer  was  yes."  irsreEj 

Ultimately,  a  few  old  Morgan  hai 
who  disagreed  resigned.  Others  fou 
comfortable  niches  elsewhere  in  in  jove: 
bank.  "A  lot  of  old-timers  went  to  ]  sb 
vate  banking,  where  they  still  talk  ab( 
the  old  banl 
says  one  forn 
executive. 

Critics  outslf^avet 
the    bank    to  ;i;,eetol 
kU 


•WE'RE  TORN.  THERE 


OPPORTUNITIES 


PHILOSOPHICAL 
COMMITMENT  TO 
QUALITY  ALLOWS  US 


VKE-CHAIKMAN 
MENDOU 


wast 
mm 
at.  'ii 

soever, 


pleasure  in  poi 
ing  out  that  thi 
were  few  sig 
Morgan  was  m 
ing  any  headw  rosj  _ 
Morgan,  thouj 
not  only  persis' 
but  kept  spend 
lavishly  on 
strategy".  To  be  more  competitive  w 
Wall  Street,  t'ne  bank  boosted  salar 
and  bonuses  to  $1.1  billion  in  1989, 
most  double  1985  levels.  Morgan  a 
built  a  new  granite-and-glass  headqu 
ters  up  the  block  from  its  former  imp 
ing  digs  at  23  Wall  St.  The  47-st< 
building,  complete  with  miles  of  fit 
optic  cable  and  three  state-of-the- 
trading  rooms,  was  considered  a  ned 
sar\-  expense.  But  Wall  Street  wags,  i 
ing  the  structure's  $860  million  price  t 
labeled  it  Morgan's  "Taj  Mahal." 

The  skepticism  reached  its  peak  j' 
as  Weatherstone  took  over  from  the 
tiring  Preston  on  Jan.  1,  1990.  Ten  di 
after  he  became  CEO,  Morgan  announj 
a  1989  loss  of  $1.3  billion,  vs.  a  $1  bil' 
profit  in  1988.  Much  of  the  red 
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ned  from  huj;e  reserves  set  aside 
st  Third  World  loans. 

1990  unfolded,  however,  every- 
started  to  come  together  for  Mor- 
kVhile  other  banks  were  writing  off 
IS  of  dollars  of  bad  real  estate 

Morgan  was  emerging  as  one  of 
ifest  and  strongest  financial  insti- 
is  in  the  world.  The  AAA  rating 
t  had  so  tenaciously  clung  to  was 
intact.  Only  2.5!>!'  of  Morgan's 
are  nonperforming,  vs.  Q.&fc  at  oth- 
)ney  centers. 

rgan's  impeccable  balance  sheet 
)ecame  a  key  competitive  lure  to 
rations  and  governments.  In  Latin 
ica,  Morgan  has  become  the  clear 
r  in  M&A. 
y  own  the 
3t,"  says  one 
eting  bank- 
3f  every  10 
leals  done  in 
America,  I 
In't  be  sur- 
d  if  they'd 
eight  of 


'WE  HAD  A  CHOICE 
OF  CHANGING  THE  , 
CLIENTS  WE  DID 
BUSINESS  WITH  OR 
CHANGING  THE 
INSTITUTION' 


PRESIDENT 
WARNER 


rgan  is  just 
minant  a  financial  force  in  the  Mid- 
last.  When  it  scouted  around  for 
to  rebuild,  Kuwait  was  besieged 
offers  from  70  banks  around  the 
.  Ahmad  Abdul  Qader,  head  of  the 
lit  government  debt  office,  says 
an  was  chosen  because  of  "pricing, 
ofessional  team  to  manage  the 
action,  and  the  high  caliber  of  pro- 
mals  within  the  bank."  Competi- 
however,  say  Morgan's  lofty  credit 
I  gave  them  an  edge.  "Their  bal- 
sheet  played  a  key  role,"  says  a 
who  bid  for  the  Kuwait  business, 
cknowledges  that  his  own  institu- 
las  "a  lot  of  other  baggage.  In  the 
nt  climate,  that  hurts." 
rgan  has  also  built  on  historical  re- 
ships  in  Europe.  In  France,  where 
an's  ties  go  back  125  years,  the 
pulled  off  a  coup  in  June  by  under- 


writing  a  $1.5  billion  zero-coupon  bond 
issue  for  the  French  government,  the 
first  such  zero  that  has  ever  been  issued 
by  France. 

GROWING  FAST.  Morgan  is  also  pushing 
hard  to  win  more  business  in  Asia.  Its 
recent  deals  range  from  advising  the 
Saudi  Arabian  Oil  Co.  on  its  purchase  of 
35%  of  Korea's  Ssang  Yong  Oil  Refining 
Co.  to  helping  Sony  Corp.  acquire  a 
310,000-square-foot  plot  of  land  near  the 
Berlin  Wall  for  Sony's  European  head- 
quarters. Morgan  has  assembled  a  task 
force  to  prospect  for  opportunities  in 
moi-e  difficult  Asian  markets,  such  as 
China. 

Now  that  it  has  won  securities  powers 
in  the  U.  S.,  Morgan  is  quickly  expand- 
ing its  activities  at  home.  In  1989,  Mor- 
gan was  one  of  a  dozen  U.  S.  banks  al- 
lowed by  the  Federal   Reserve  to 


underwrite  corporate  debt  issues.  To  ex- 
ploit this,  Morgan  once  again  has  assem- 
bled a  homegrown  underwriting  team, 
drawing  on  its  experienced  hands  in  Lon- 
don. Says  Ramon  de  Oliveira,  head  of 
Morgan's  high-yield  debt  and  equity  un- 
derwriting business:  "We're  not  com- 
pletely new  babes  in  the  wood." 

Morgan  has  been  quite  successful  in 
attracting  underwriting  business  from 
its  large  roster  of  blue-chip  clients  for 
whom  it  has  long  provided  commercial 
banking  services.  The  list  includes  the 
cream  of  Corporate  America,  such  as 
PepsiCo  Inc.  and  Procter  &  Gamble  Co. 
"We've  had  a  connection  with  Morgan 
for  over  30  years.  We  know  them,  and 
they  know  us,"  says  Arnold  Henson, 
chief  financial  officer  for  American 
Brands  Inc.  American  Brands  hired  Mor- 
gan to  lead  a  $200  million  bond  issue  last 
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MORGAN'S  FLURRY 
OF  INTERNATIONAL  DEALS 

^  Handled  $  1 .27  billion  municipal  bond 
uffering  for  New  York  City 


>  Arranged  $5.5  billion  loan  sjTidication 
for  Kuwait  to  repair  war  damage 


►  UnderwTote  $425  million  offering  for 
Mexican  cement  maker  Cemex,  the  larg- 
est debt  issue  for  a  Latin  American  com- 
pany since  1982 


►  Organized  $1.5  billion  zero-coupon 
bond  offering  for  French  Treasury^,  the 
first  such  issue  by  France 


►  Advised  PepsiCo  on  acquisition  of  70% 
of  Gamesa,  a  Mexican  cookie  maker 


►  Co-led  $250  million  Eurobond  issue  foi 
Nippon  Telegraph  &  Telephone,  the  first 
time  NTT  picked  a  foreign  underwriter 


A  CEMEX  PLANT  IN  MEXICO:  MORGAN  IS  A  DOMINANT  FORCE  IN  LATIN  AMERICAN  FINANCE 


DATA:  J. P.  MORGAN  &  CO..  BW 


September.  It  was  one  of  the  few  times 
that  Morgan  Stanley  has  not  led  an  is- 
sue for  the  tobacco  and  liquor  producer. 

Translating  these  deals  into  huge 
profits  has  been  more  of  a  problem.  Al- 
though catering  mostly  to  big,  affluent 
companies  commands  a  lot  of  attention, 
making  deals  with  smaller,  often  riskier 
companies  produces  bigger  profit  mar- 
gins. "The  high-rated  market  is  a  little 
more  peaceful,"  says  one  banker.  "It 
looks  good  on  a  tombstone,  but  it 
doesn't  generate  much  money." 

Morgan,  further,  has 
had  trouble  breaking 
into  equity  underwriting, 
which  the  bank  was 
granted  permission  to  do 
in  September,  1990. 
Many  chief  financial  of- 
ficers believe  Morgan  is 
too  green.  Although  it 
has  participated  in  46  un- 
derwritings,  Morgan  has 
yet  to  lead  a  deal.  Col- 
gate-Palmolive Co.  Trea- 
surer Brian  J.  Heidtke, 
whose  company  included 
Morgan  in  an  underwrit- 
ing syndicate  for  a  $460 
million  equity  offering  in  November, 
doesn't  put  Morgan  in  the  league  of  a 
Goldman  or  Merrill  yet.  "It's  a  matter  of 
experience  and  track  record,"  he  says. 

Sales  is  another  weakness.  Morgan's 
ability  to  place  a  stock  issue  internation- 
ally is  unparalleled,  but  CFOs  say  its  do- 
mestic capability  is  relatively  weak. 
"They  didn't  know  the  buyers  as  well," 
says  Richard  F.  Pops,  president  of  Al- 
kermes,  a  Cambridge  (Mass.)  biotechnol- 
ogy firm.  Morgan  co-managed  an  $18 
million  equity  offering  for  Alkermes  last 
July.  Though  he  was  pleased  with  Mor- 


MORGAN  HAS  EVEN 
BEEN  CONSIDERING 
A  MERGER, 
WHICH  WOULD  HAVE 


BEEN  UNTHINKABLE 


ONLY  A  FEW 


YEARS  ACa 


gan's  work,  Pops  points  out  that  the 
bank  had  no  "recognized  analyst"  to 
track  the  stock  and  maintain  interest. 

Morgan's  investment  banking  activi- 
ties, in  fact,  have  played  only  a  small 
role  in  the  bank's  recent  bountiful  prof- 
its. The  incredible  third-quarter  results, 
say  analysts,  derived  in  large  part  from 
the  precipitous  decline  in  interest  rates. 
Not  only  did  the  steep  yield  curve  create 
a  volatile  trading  environment,  but  it 
also  greatly  lowered  Morgan's  cost  of 
funds.  Unlike  other  banks,  which  depend 
on  deposits  for  funds, 
Morgan  borrows  short- 
term  money  from  the 
market  and  then  lends 
long-term.  When  rates 
decline,  the  spread  cre- 
ates a  windfall  for  the 
bank.  Its  net  interest 
revenues  rose  26Sr,  to 
$392  million.  But  corpo- 
rate finance  fees  slipped 
10%,  to  $52  million.  Mor- 
gan doesn't  disclose  un- 
derwriting fees. 

Still.  Morgan's  steady 
advance  has  begun  to 
worry  Wall  Street.  At  a 


time  when  the  volume  of  corporate  fi- 
nance work  is  down,  Morgan's  gains  are 
coming  at  the  expense  of  established 
firms.  And  many  are  crying  foul.  They 
argue  that  Morgan  can  raise  funds  more 
cheaply  in  the  marketplace  because,  as  a 
commercial  bank,  it  can  readily  borrow 
from  the  Fed  if  it  runs  into  trouble. 

Some  Wall  Streeters  have  even  al- 
leged that  Morgan,  as  well  as  such  other 
banks  as  Bankers  Trust,  uses  strong- 
arm  tactics  to  win  business.  In  Septem- 
ber, John  S.  Tamagni,  chairman  of  the 
Securities  Industry  Assn.'s  Investment 


s  pi 


It  leer 


Banking  Committee,  testified  before 
congressional  committee  that  there  is 
"quid  pro  quo"  at  work:  To  receive  i 
loan  from  certain  banks,  a  corporati  iIm 
must  hire  the  banks  for  corporate 
nance  work.  In  the  past,  the  SIA  Y 
lobbied  for  legislation  that  would  ha 
restrained  the  ability  of  banks  to  le 
and  underwrite  at  the  same  time. 

The  real  barriers  to  Morgan's  futt 
progress  are  likely  to  be  cultural,  i 
legislative.  There  are  many  signs  tl 
the  bank  is  taking  a  much  more  ventu  i  i\e3 
some  and  imaginative  approach  to  g  iaroiig 
ting  new  business.  A  10-person  gro^siftoi 
for  instance,  is  seeking  to  expand 
business  with  midsize  companies. 
A  STEADY  PACE.  Even  Morgan's  privSatfo! 
bank,  once  considered  the  last  vestige  Ltep^ 
the  Old  Morgan,  is  showing  a  new  co  isUt 
petitive  vigor.  No  longer  content  w  icm 
serving  just  blue-blood  families, 
bank  is  actively  going  after  the  m 
reaux  riches.  It  has  opened  offices 
California  and  Florida  as  well  as  in  si 
overseas  cities  as  Milan  and  Madi 
Still,  Morgan's  minimum  requirement 
clients  is  $5  million.  Since  1987,  the  \ 
vate  bank  has  doubled  assets  unc 
management  to  $22.6  billion.  Scull  !,;.,ftf 
hopes  to  maintain  the  same  pace 
growth  over  the  next  five  years. 

Morgan's  management  under  Wea« 
erstone  is  also  showing  unusual  flexib-i 
ty  in  plotting  the  bank's  future.  Morg  ^ 
has  even  been  willing  to  consider 
merger,  which  would  have  been  unthii 
able  a  few  years  ago.  "We've  run  t 
numbers  on  all  the  major  banks  wh(  ^5-^^ 
we  thought  a  merger  would  offer  soi  ^jt.";, 
potential,"  says  Weatherstone,  with( 
identifying  any  institution.  So  far,  he!  ij^-j'. 
ever,  Morgan  has  decided  to  go  it  alo! 
"Nothing  makes  sense  at  this  poin: 


ux. 
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;herstone  says.  But  he  adds  that 
remain  open-minded." 
ase  Manhattan  Corp.  was  one  of 
Danks  Morgan  studied  earher  this 
,  according  to  banking  sources, 
e's  upscale  corporate  business  was 
as  a  clean  fit  with  Morgan's.  More- 
the  sources  say,  some  executives 
'organ  were  intrigued  by  Chase's 
business,  whose  deposits  could 
provided  a  source  of  funds  to 
i  against  an  upturn  in  rates.  But 
■  executives  rebelled  at  the  notion  of 


getting  into  retail  banking,  which  is 
alien  to  Morgan's  other  operations. 

Despite  these  indications  that  Morgan 
is  willing  to  at  least  tinker  with  J.  P.'s 
legacy,  critics  claim  that  ultimately  the 
bank's  ingrained  conservatism,  its  fun- 
damental aversion  to  risk,  will  limit  its 
ability  to  be  a  major  financial  player  as 
the  1990s  evolve.  Weatherstone  dis- 
agrees. He  argues  that  after  the  excess 
of  the  1980s,  plenty  of  clients  will  want 
to  deal  with  a  firm  like  Morgan.  "Yes, 
we  are  conservative,  and  we  do  have  a 


set  of  values,  and  that  should  scare 
[competitors],"  he  argues.  "We're  not 
street  fighters,  but  we  have  a  lot  of  very 
competitive  people  here."  Above  all,  he 
insists  that  his  bank's  core  values  won't 
have  to  change.  In  the  intensely  competi- 
tive 1990s,  the  perpetuation  of  J.  P.'s  au- 
gust legacy  will  hinge  on  whether 
Weatherstone  is  right. 

By  John  Meehan  in  New  York,  with 
Richard  A.  Melcher  irt  London,  Stephen 
Baker  in  Mexico  City,  Ted  Holden  in  Tokyo, 
and  bureau  reports 


WEATHERSTONE:  NOT  YOUR  TYPICAL  MORGAN  MAN 


^  t  first  glance,  Dennis  Weather- 
stone  seems  almost  indistin- 
guishable  from  his  patrician 

lecessors.  J.  P.  Morgan  &  Co.'s  lat- 

chairman  and  chief  executive  has 

■ed  a  lifetime — 45  years — at  the 

k.  Weatherstone  moves  in  social 

les  befitting  the  head  of  an  elite 

itution.  His  friends  include  H. 

wster  Atwater  Jr.  of  General  Mills 

and  other  CEOs  of  blue-chip  compa- 

.  Last  year,  Weatherstone  even 

t  his  predecessors  one 

er:  He  was  knighted  by 

en  Elizabeth  II. 

ut  on  closer  inspection, 

itherstone  is  anything 

a  cookie-cutter  version 
typical  Morgan  banker. 

'-made  and  unpreten- 

s,   Weatherstone,  60, 

I  through  the  Morgan 

cs  without  the  benefits 

social  privilege  or  Ivy 

gue  degrees.  The  son  of 

lerk  for  London  Trans- 

.,  he  grew  up  in  the  mid- 

;lass  London  borough  of 

agton.  He  joined  the 

k  when  he  was  15  and 

nded  night  school  for 
years  to  get  a  college- 

ree  equivalent.  "I  needed 

weekends  just  to  catch 

on  the  homework,"  re- 

>  Weatherstone,  a  slight- 
built  man  who  speaks 

1  a  soft  British  accent. 

w  MAN.  As  Morgan  fin- 

s  its  second  year  under 


tive.  "But  it's  clearly  a  little  less  aus- 
tere under  Weatherstone." 

Morgan's  CEO  prefers  a  team  ap- 
proach to  decision-making.  "I'm  more 
inclined  to  work  things  out  by  consen- 
sus," he  acknowledges.  That  has  led  to 
a  higher  profile  for  Morgan  President 
Douglas  A.  "Sandy"  Warner  III.  At  44, 
Warner,  a  23-year  veteran,  is  widely 
believed  to  be  Morgan's  next  CEO  when 
Weatherstone  retires  in  five  years. 

When  Weatherstone  first  took  over, 


M  MORE  INCLINED  TO  WORK  THINGS  OUT  BY  CONSENSUS 


itherstone,  now  a  U.  S.  citizen,  it's 
r  that  the  boss's  mild  manner  has 
luced  subtle  changes  in  Morgan's 
'ating  style.  Unlike  the  previous 
,  Lewis  T.  Preston,  whom  many 
'fers  considered  aloof,  Weather- 
le  is  warm  and  accessible.  A  father 
our,  he  is  more  apt  to  inquire  about 
health  of  staffers'  families.  "To  the 
>ide,  it's  imperceptible  that  things 
s  changed,"  says  one  former  execu- 


his  consensual  approach  was  seen  by 
some  critics  as  a  sign  of  weakness. 
That,  in  turn,  prompted  unkind  com- 
parisons with  Preston,  an  ex-Marine 
who  ruled  Morgan  with  a  firm  hand 
until  1990.  But  the  bank's  current  CEO 
sees  no  reason  to  change  his  ways.  "To 
many  people,  [Preston]  had  a  stronger 
presence,"  says  Weatherstone.  "I'm 
not  sure  there's  a  huge  amount  of  dif- 
ference in  the  final  result." 


Unlike  most  Morgan  bankers, 
Weatherstone  came  up  through  the 
trading  instead  of  the  lending  side  of 
the  bank.  He  started  as  a  bookkeeper 
in  the  London  office  of  Guaranty 
Trust,  which  later  merged  with  J.  P. 
Morgan.  He  entered  everything  in  the 
bank's  ledgers  by  hand.  By  his  early 
twenties,  Weatherstone  was  on  the  for- 
eign exchange  desk,  where  he  was 
eventually  noticed  by  Preston,  who  be- 
came the  London  office's  general  man- 
ager in  1967. 

LONG  VIEW.  Although  trad- 
ers traditionally  have  a 
short-term  outlook,  Weath- 
erstone was  seen  by  superi- 
ors as  a  strategic  thinker. 
"He's  penetrating  in  his  ob- 
servation and  analysis, 
whether  he's  looking  at 
what  the  Deutschemark  will 
do  today  or  how  an  industry 
will  perform  over  the  next 
five  years,"  says  Sir  David 
G.  Scholey,  chairman  of 
Britain's  S.  G.  Warburg 
Group  PLC  and  a  friend  of 
Weatherstone's  for  25  years. 

In  1971,  Weatherstone  be- 
came head  of  Morgan's  for- 
eign exchange  trading 
worldwide  in  New  York.  Af- 
ter Preston  was  named  CEO 
in  1980,  Weatherstone  con- 
tinued his  rise.  In  1986,  he 
became  president  and  helped 
mastermind  Morgan's  diffi- 
cult transformation  to  a  Eu- 

 1  ropean-style  universal  bank. 

Weatherstone,  whose  family  lives  in 
the  same  Darien  (Conn.)  house  they 
bought  when  they  moved  to  the  U.  S. 
in  1971,  sees  little  reason  to  change  his 
low-key  management.  And  for  good 
reason.  Judging  by  Morgan's  recent 
success,  Weatherstone's  common  touch 
is  helping  create  uncommon  returns 
for  an  increasingly  uncommon  bank. 

By  John  Meehan  in  New  York,  with 
Richard  A.  Melcher  in  London 
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DAILY  NEWS  LOBBY: 

THE  PAPER  MAY  NOT  SURVIVE 


AN  EMPIRE 
UP  FOR  GRABS 
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Untangling  Robert  Maxwell's  holdings  may  take  years.  But  that  doesn't  scare  some  bargain  hunter 


If  there  was  a  driving  force  beiiind 
Robert  Maxwell's  life,  it  was  a  lust 
for  fame.  Whether  he  was  riding  to 
the  rescue  of  New  York's  Daily  News  or 
flying  off  to  aid  famine  victims  in  Ethio- 
pia, Maxwell  always  thrust  himself  into 
the  limelight. 

Well,  he'll  be  remembered  all  right — 
but  as  one  of  the  most  brazen  crooks  in 
a  brazen  era.  Maxwell,  68,  may  have 
defrauded  his  two  publicly  traded  com- 
panies of  at  least  $1.4  billion,  mainly  by 
filching  money  from  the  companies'  em- 
ployee retirement  funds,  before  his  mys- 
terious death  at  sea  on  Nov.  5.  Plunder- 
ing the  pension  funds  seems  to  have 
been  a  last-ditch  effort  to  shore  up  his 
web  of  private  holdings,  which  were  col- 
lapsing under  huge  debts  (table). 

As  accountants  and  government  inves- 


tigators sift  through  his  tangled  and 
largely  bankrupt  empire,  attention  is 
turning  to  a  host  of  thorny  questions, 
most  having  to  do  with  how  he  got  away 
with  it.  Why  did  such  venerable  financial 
institutions  as  Lloyds  Bank  PLC  and 
Goldman,  Sachs  &  Co.  give  advice  or 
lend  millions  to  a  man  once  branded  by 
the  British  government  as  unfit  to  run  a 
public  company?  How  did  British  finan- 
cial regulations  allow  Maxwell  to  conceal 
his  legerdemain  from  creditors  and 
shareholders?  And  what  happens  to  his 
properties,  which  include  Britain's  Daily 
Mirror  tabloid  and  U.  S.  book  publisher 
Macmillan  Inc.? 

The  last  question  may  be  the  easiest 
to  answer.  Plenty  of  suitors  have  al- 
ready come  forward  for  Maxwell's  plum 
media  assets.  And  they  mav  be  able  to 


buy  at  prices  much  below  what  Maxw  tf  tlie 
paid  for  them.  Trouble  is,  they  may  ha 
to  wait  a  while.  For  one  thing,  it's  r 
clear  yet  exactly  who  owns  what, 
ready,  banks  and  pension  funds 
claiming  some  of  the  same  Maxw 
shares.  That's  because  Maxwell  put  vii:m 
shares  owned  by  pension  funds  of  ll' -h;r| 
public  companies  as  collateral  for  loa'' 
to  his  private  holdings.  ■ 
Prospective  buyers  will  v/ant  to  ma  t 
sure  their  assets  don't  have  any  hidd' 
financial  holes  from  Maxwell's  plund(  ^ 
ing.  Mortimer  B.  Zuckerman,  publish' 
of  U.  S.  News  &  World  Report,  says  1'  ; 
would  like  to  bid  for  the  Daily  New. 
which  filed  for  bankruptcy  protection  ■: 
day  after  Maxwell's  private  companie;  , 
But,  he  cautions:  "I  don't  know  mml  . 
about  their  current  liabilities."  ' 
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ckerman  may  be  leei-y.  But  three 
ipean  players  are  less  shy:  They're 
lying  to  buy  Mirror  Group  Newspa- 
Ltd.,  Britain's  second-largest  news- 
r  chain  and  the  most  solvent  part  of 
A'ell's  portfolio.  The  most  likely  win- 
s  conglomerate  Pearson  PLC.  Mirror 
p's  market  value  was  $900  million 
1  trading  in  its  shares  was  suspend- 
1  Dec.  2.  With  Maxwell's  looting  of 
lension  fund,  analysts  now  predict  it 
fetch  $700  million. 

ss  certain  is  the  future  of  flagship 
veil  Communication  Corp.,  which 
rols  Macmillan,  Official  Airline 
es  Inc.  (OAG),  and  Berlitz  Interna- 

I  Inc.  MCC  says  it  has  no  plans  to 
'or  bankruptcy,  although  Maxwell's 
company  loans  have  deprived  MCC 
40  million  on  top  of  its  $2.5  billion  in 
debt.  To  keep  afloat,  MCC  is  asking 
s  to  swap  $1.3  billion  in  debt  in 
■n  for  preferred  stock.  But  publish- 
xecutives  familiar  with  MCC  predict 

II  file  for  bankruptcy  in  as  little  as 
weeks. 

iiBLE  BID.  If  that  happens,  Macmil- 
md  other  assets  could  go  to  the 
;st  bidder.  For  now,  industry  insid- 
jive  the  edge  to  K-III  Holdings,  a 
a  company  backed  by  Kohlberg 
is  Roberts  &  Co.  K-III,  which  paid 
million  for  Rupert  Murdoch's  U.  S. 
izines  in  May,  is  headed  by  William 
5illy,  a  former  president  of  Macmil- 
Three  other  top  K-III  executives 

come  from  Macmillan.  A  K-III 
3sm.an  declined  to  comment,  but  one 
shing  executive  familiar  with  the 
lany  says  K-III  has  hired  invest- 

banks  for  a  possible  bid. 
e  recession  has  pummeled  the 
s  of  media  properties,  so  Macmillan 
inly  won't  fetch  what  Maxwell  paid 
;  in  1988.  Industry  insiders  say  it  , 
command  $1.7  billion.  That's  far 
than  the  $2.6  billion  Maxwell 
for  it,  although  he  later  sold  off 
■al  subsidiaries. 

50  unclear  is  the  future  owner- 

of  the  profitable  Macmillan/ 
raw-Hill  joint  venture  in  educa- 
1  textbooks.  Joseph  L.  Dionne, 
man  and  chief  executive  officer 
cGraw-Hill  Inc.,  which  publishes 
^ESS  WEEK,  says  he  is  happy 

its  current  level  of  investment, 
.blishing  executive  familiar  with 
'enture  says  McGraw-Hill  is  un- 
^  to  buy  out  Macmillan's  50%' 
e.  But  the  executive  says 
raw-Hill  would  consider  offers 

other  suitors  for  its  own  stake, 
e  fate  of  the  Daily  News  is 
The  paper's  unions  are  work- 
A'ith  Maxwell's  son  Kevin  on  a 
^anization  plan.  But  former  Pub 
r  James  Hoge  says  the  News  will 
ive  only  if  Kevin  withdraws  and  a 

owner  gives  the  unions  an  equity 


stake  in  return  for  concessions.  Given 
the  ad  slump,  some  analysts  don't  even 
think  that  would  save  the  paper. 

As  arduous  as  all  this  may  seem,  it's 
easy  compared  with  the  task  of  recon- 
structing Maxwell's  financial  dealings. 
Regulators  and  executives  at  Maxwell's 
more  than  25  banks,  who  face  losses  of 
at  least  $2  billion,  are  still  struggling  to 
understand  how  such  a  massive  fraud 
could  occur.  Part  of  the  explanation  lies 
in  the  nearly  absolute  power  Maxwell 
had.  With  his  domineering  personality, 
subordinates  didn't  ask  questions  when 
he  ordered  funds  shifted. 

Maxwell  also  took  advantange  of  Brit- 


ain's lax  pension-fund  rules.  Unlike  the 
U.  S.,  even  large  pension  funds  in  Brit- 
ain don't  require  independent  trustees  or 
outside  custodians.  Instead,  trustees  are 
simply  importuned  to  invest  prudently. 
That's  the  sort  of  vague  language  Max- 
well capitalized  on:  He  shifted  manage- 
ment of  most  pension-fund  assets  to  Bi- 
shopsgate  Investment  Management 
Ltd.,  a  company  he  controlled.  Bishops- 
gate  then  used  the  assets  to  buy  stakes 
in  MCC  and  Mirror.  And  Maxwell  "bor- 
rowed" $760  million  in  the  form  of 
shares  and  cash  from  that  company. 

Still,  even  with  no  government  regula- 
tion. Maxwell  would  have  been  able  to 


HOW  MAXWELL  BUILT  A  HOUSE  OF  CARDS 


Robert  Maxwell  kept 
his  empire  aloft  by 
shuffling  funds  around 
a  dizzying  network  of 
public  and  private 
companies.  He 
allegedly  funneled 
cash  from  several 
companies  and  their 
pension  funds  to  prop 
up  his  private  com- 
panies. And  he 
pledged  the  shores  of 
his  public  companies 
as  collateral  for 
private-company  loans 


MAXWELL  PRIVATE 
FAMILY  COMPANIES 

HEADINGTON  INVESTMENTS 
ROBERT  MAXWELL  GROUP 


DEBTS: 

$2.5  BILLION' 


PENSION ' 
FUND 


ASSETS: 

$1.3  BILLION' 


HOLDINGS: 

PERGAMON 

British  market-research  company 
NEW  YORK  DAILY  NEWS 
THE  EUROPEAN 

BERLINER  VERLAG  German  newspaper 
publisher:  Includes  daily  Berliner  Zeitung 

MA'ARIV  Israeli  newspaper 

MAGYAR  HIRLAP  Hungarian  newspaper 

London  real  estate 

1 80-foot  motor  yacht  

Helicopter  transport 
company 


PERCENT  OWNERSHIP 
BY  MAXWELL  FAMILY 

SHARES  PLEDGED  AS 
COLLi^TERAL  FOR  LOANS 

INTERCOMPANY  LOANS 


TRANSFERS  FROM 
PENSION  FUNDS 


MAXWELL  K 
COMMUNICATION 

Publicly  traded 
DEBTS:  ASSETS: 
$2.9  BILLION*  $2  BILLION* 

HOLDINGS: 
MACMILLAN 

MACMILLAN/McGRAW-HILL 
SCHOOL  PUBLISHING 

Joint  venture  in  textbooks, 
50%  stake 

OFFICIAL  AIRLINE  GUIDES 

BERLITZ  INTERNATIONAL 

56%  stake 


•ESTIMATE 


"INCLUDES  PENSION  EUNDS 
FROM  PERGAMON 


MIRROR  GROUP 
NEWSPAPERS 

Publicly  traded 

DEBTS:  ASSETS: 
$950  MILLION  $1.5  BILLION 

HOLDINGS: 
DAILY  MIRROR 
SUNDAY  MIRROR 
THE  SPORTING  LIFE 
THE  RACING  TIMES  U.S. 
THE  PEOPLE 
DAILY  RECORD  Scotland 
Si;NDAyAiA/i  Scotland 

,  PENSION 


DATA:  COMPANY  REPORTS,  BW 
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do  little  without  the  willing  aid  of  his 
bankers.  Amid  all  the  caterwauling  over 
debts  and  assets,  Maxwell's  banks  are 
doing  some  painful  soul-searching.  "We 
have  to  look  more  closely  at  the  people 
running  a  business  and  at  its  finances," 
says  one  banker  nursing  big  losses. 

Indeed,  Ma.xwell's  banks  displayed  a 
cavalier  disregard  for  his  checkered  rep- 
utation. Maxwell  first  ran  afoul  of  Brit- 
ish regulators  in  the  late  1960s  with  his 
management  of  publisher  Pergamon 
Press  Ltd.  A  British  government  investi- 
gation uncovered  a  pattern  of  cjuestion- 
able  dealings  between  his  private  compa- 
nies and  publicly  traded  Pergamon. 

Just  as  in  the  current  scandal,  investi- 
gators found  Maxwell  made  little  distinc- 
tion between  his  personal  property  and 
assets  owned  by  shareholders.  In  a  re- 
port, they  concluded  that  Maxwell 
couldn't  "be  relied  upon  to  exercise  prop- 
er stewardship  of  a  publicly  quoted  com- 
pany." Today,  says  Sir  Ronald  G.  Leach, 
a  retired  Price  Waterhouse  accountant 
who  headed  the  investigation:  "Every- 
thing you  find  in  that  report,  he  has 
done  again,  on  a  much  larger  scale." 

Yet  investment  banks  such  as  Roth- 
schild, Bankers  Trust,  and  Midland  Mon- 
tagu, and  commercial  lenders  such  as 
National  Westminster  Bank  and  Lloyds 
seemed  to  assume  that  Maxwell  had  re- 
formed. More  likely,  they  were  enticed 


by  Maxwell's  profligate  borrowing, 
which  generated  handsome  fees. 

His  bankers  seem  to  have  had  scant 
knowledge  of  Maxwell's  financial  condi- 
tion. Last  March,  two  months  before  he 
accelerated  his  looting  of  pension  funds, 
one  British  banker  told  BUSINESS  WEEK: 
"There  are  quite  a  few  other  companies 
I  would  be  more  nervous  about."  And 
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K-III'S  REILLY:  IN  THE  HUNT  FOR  MACMILLAN 


the  day  after  Maxwell's  body  was  found, 
Robert  S.  Pirie,  one  of  his  key  invest- 
ment bankers,  said:  "Bob  was  a  very 
rich  man  at  the  time  he  died." 

One  reason  the  British  and  American 
banks  may  have  been  caught  flat-footed 
is  that  Maxwell  had  compiled  a  respect- 


able record  in  the  years  following  ^-  "'■'I 
Pergamon  scandal.  In  1984,  for  exam  ^'■'■''^ 
Maxwell  bought  and  turned  around  s^''*^' 
ailing  Mirror  Group  newspaper  ch  ^'^'^ 
But  after  the  1988  Macmillan  and  ( 
acquisitions,  which  were  financed 
f3.35  billion  in  debt.  Maxwell's  meth 
became  more  Byzantine.  To  thwart 
outside  assessment  of  his  financial 
bility,  he  was  constantly  reshuffling 
deck,  "selling"  assets  from  the  priv  listarte 
companies  to  MCC  or  vice  versa, 
switching  fiscal  years. 

Meanwhile,  .MCC  was  faltering  un 
the  weight  of  its  crushing  debt.  Max^ 
had  overpaid  for  Macmillan.  And  as 
media  market  cooled,  he  found  it  han 
pare  debt  by  selling  assets.  Then 
company's  underlying  earnings  begar 
slide.  The  danger  for  Maxwell  was  t 
so  many  of  the  bank  loans  to  his  priv 
companies  were  secured  by  shares 
MCC- — a  kind  of  double  leverage.  If  MC 
^tock  price  declined,  so  did  the  value^fUMW 
the  loan  collateral.  At  a  certain  level 
lecline  would  trigger  a  need  for  m 
collateral.  So,  Maxwell  had  a  big  inc 
five  to  keep  MCC's  share  price  up, 
cause  any  decline  posed  a  grave  thri 

That's  exactly  what  happened 
past  spring  and  summer,  say  bank 
and  accountants.  Maxwell  had  floa 
49%  of  Mirror  Group  in  May  and  quie 
started  using  the  shares  as  loan  collat  sel 
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PENSION  FRAUD: 
CAN  IT  HAPPEN 
HERE?  YOU  BET 


Could  an  American  company  loot 
its  pension  funds,  as  Robert  Max- 
well is  alleged  to  have  done  in 
Britain? 

The  government  has  erected  legal 
barriers,  but  they  don't  keep  compa- 
nies from  trying.  The  Labor  Dept.  has 
filed  dozens  of  pension-law-enforce- 
ment actions  this  year  against  compa- 
nies like  Landev  Inc.,  a  Connecticut 
land  developer.  The  department 
charged  in  federal  court  in  June  that 
Landev's  owners  lent  77%  of  its  profit- 
sharing  plan  and  37%  of  its  pension 
plan  to  real-estate  development  part- 
nerships in  which  the  owners  held 
stakes.  Landev  is  now  in  bankruptcy. 
The  owners  are  contesting  the  charges. 

Pensions  are  protectpd  by  the  1974 
Employee  Retirement  LKome  Security 
Act,  which  bars  a  long  list  ot  transac- 
tions with  "parties  in  interest"  in  a 
plan,  including  the  employer's  officers 
and  directors,  the  plan's  trustees  and 


advisers,  and  relatives  of  those  parties. 
"I  can't  invest  my  firm's  pension  in  my 
brother-in-law's  real  estate  deal  or  buy 
its  business  supplies  from  my  wife's 
shop,"  says  New  Orleans  attorney 
Howard  Shapiro.  ERIS.^  spells  out  stiff 
tax,  civil,  and  criminal  penalties  for  of- 
ficers, trustees,  or  investment  advisers 
who  get  caught  violating  their  duty  to 
protect  pension  assets. 

Catching  them,  however,  isn't  al- 
ways easy.  The  Labor  Dept.'s  Pension 
&  Welfare  Benefits  Administration  has 
about  400  investigators,  aided  by  a  like 
number  of  Internal  Revenue  Service 
agents,  to  monitor  900,000  pension 
plans  and  4.5  million  health,  dental,  dis- 
ability, and  legal  benefit  plans.  The 
PWBA  has  beefed  up  its  efforts  after  a 
decade  of  decline:  A  hundred  of  its 
agents  were  hired  just  in  the  last  year. 
But  "there  just  aren't  enough  people  to 
review  all  the  plans,"  says  Ian  D.  Lan- 
off,  a  former  ERISA  administrator. 
A  WEAKNESS.  In  practice,  the  Labor 
Dept.  depends  on  advisers,  accoun- 
tants, and  banks  to  police  the  pension 
system.  Most  of  the  60,000  large  plans 
that  cover  100  or  more  employees  and 
retirees  hire  bank  custodians  and  out- 
side investment  advisers,  who  have  a 
legal  duty  to  investigate  and  block  sus- 
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picious  deals.  Since  large  plans  hofc,  the 
85%  of  the  $2  trillion  in  U.  S.  pensio 
fund  assets,  most  workers  have  son 
measure  of  independent  protectio: 
These  plans  also  must  submit  to  a  jptors 
annual  audit,  but  those  audits  have 
weakness.  Auditors  aren't  required 
verify  assets  held  by  financial  institi 
tions.  Labor's  Inspector  General  wan' 
that  exemption  repealed. 

For  some  840,000  small  plans,  ERIS 
requires  only  an  annual  report,  bi 
that  report  does  not  have  to  be  audite( 
Just  as  important,  the  law  doesn't  n 
quire  independent  trustees  or  custod 
ans.  "The  sponsoring"  company  can  aj 
point  its  own  officers  as  trustee! 
advisers,  and  custodians,"  says  Rai 
dolph  Westerfield,  finance  professor  8 
the  University  of  Southern  California 
And  that  poses  a  conflict  of  interes' 
says  Peter  I.  Elinsky,  partner  at  KPM' 
Peat  Marwick:  "If  the  bank's  comin,: 
over  to  shut  down  Elinsky  Pie  &  Dc; 
nut,  I'm  going  to  look  at  every  sourCi 
of  money  I've  got." 

Robert  Maxwell  may  have  fallen  t\ 
that  temptation.  And  though  the  U.  S' 
has  plenty  of  laws  on  the  books  aimei' 
at  preventing  similar  pension  abuses,  ii 
still  can  happen  here. 

By  Mike  McNamee  vi  Washington 
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NEW  AUD1 100 
HASGERAAAN 
MOIORING  PRESS 
DOINGAI8O: 


!ut  Mirror  shares  dropped  nearly 
within  two  months  of  the  flotation, 
vise,  hurt  by  fears  of  a  looming 
crunch,  MCC  shed  417'  of  its  value 
een  May  and  early  November, 
effect.  Maxwell  was  hit  by  a  triple 
nmy:  His  businesses  were  perform- 
oorly,  he  was  having  trouble  selling 
ssets,  and  the  share  price  declines 

causing  a  liquidity  crunch  in  his 
te  companies.  Desperate,  Maxwell 
!d  to  his  pension  funds,  from  which 
ad  started  borrowing  as  early  as 

In  mid-1991,  Maxwell  began  using 

amounts  of  pension-fund  shares  as 
;eral  for  private-company  loans, 
e  situation  began  to  spiral  out  of 
ol.  Coopers  &  Lybrand,  the  ac- 
ting firm  handling  the  investigation 
e  missing  money,  believes  that  up 
40  million  of  it  was  squandered  on 
t  buying  of  MCC  and  Mirror  Group 
!S  in  a  futile  attempt  to  shore  up 
tock  and  keep  bankers  from  calling 
ins  secured  by  the  shares. 
PPEARING  MONEY.  As  the  end  drew 

Maxwell's  maneuvers  suggested  a 
who  knew  the  game  was  almost  up. 
ippeared  to  have  been  gambling 
ily  in  foreign  exchange  transac- 
.  And  the  collateral  promised  for  a 
million  loan  from  Swiss  Bank  Corp. 
sold  before  it  was  even  delivered  to 
)ank.  "Every  time  you  turn  over  a 

more  worms  crawl  out,"  says  one 
veil  banker. 

th  share  prices  continuing  to 
je,  the  money  disappeared  into  a 
:  hole.  Some  former  Maxwell  execu- 
suggest  Maxwell  stashed  some  of 
;ash  in  secret  bank  accounts.  But 
tigators  believe  that  Maxwell  could 
frittered  away  much  of  the  missing 
!y  with  frantic  stock  purchases  and 
ts  to  prop  up  such  hemorrhaging 
lesses  as  The  European  newspa- 
On  Dec.  5,  his  two  key  private  com- 
!S  were  forced  into  bankruptcy. 
11  unclear  is  just  how  much  sons 
n,  32,  and  Ian,  35,  knew.  The  broth- 
who  worked  closely  with  their  fa- 
will  both  face  questioning  by  inves- 
ors  from  Britain's  Serious  Fraud 
:e.  Both  had  their  passports  briefly 
1  away  on  Dec.  9  by  a  judge  who 
red  them  to  assist  investigators.  At 
?ss  conference  in  New  York  on  Dec. 
!vin  insisted  that  his  father  operated 
a  need-to-know  basis." 
iraveling  the  Maxwell  mess  could 
months  and  promises  to  be  a  legal 
ybrook.  Even  his  son  professes  to 
ived:  "It's  a  combination  of  events  1 
dn't  believe  if  I  read  them  in  a  nov- 
says  Kevin.  For  his  creditors  and 
oyees,  though,  the  ramifications  of 
well's  wild  ride  are  all  too  real. 
By  Mark  Maremont  in  London,  with 
:  handler  in  New  York,  and  bureau 


In  a  surprise  turnaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  100  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BHD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  lOOS  is  priced  at  $29,900: 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  chai^ge 
for  scheduled  maintenance.  ^Kari  Treutler,  Munich 

*  Price  based  on  MSRP  with  manual  trans.,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  decder for  details. 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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BY  GENE  G  MARCIAL 


LONGS  DRUGS: 
KEEP  YOUR  EYE  ON 
THIS  lONG  SHOT 


Like  most  investment  managers, 
Ed  Walczak  is  dismayed  by  just 
how  much  the  stock  market  has 
become  hostage  to  the  economy.  Most 
stocks,  he  laments,  have  plunged  sim- 
ply because  investors  are  worried  sick 
about  the  prolonged  slack  in  economic 
activity.  But  that  hasn't  discouraged 
Walczak  from  scouting  for  "irresistible 
values"  in  the  soggy  market. 

"Great  buying  opportunities  abound 
among  the  soft-cyclicals,  or  nonindus- 
trial  companies,  that  are  as  sensitive  to 
economic  swings  as  the  manufacturing 
sector,"  says  Walczak,  chief  invest- 
ment officer  in  the  U.  S.  for  the  Swiss 
bank  Vontobel,  whose  assets  under 
management  total  some  $16  billion. 
Walczak's  staying  away  from  hard- 
core cyclicals  such  as  autos  because  an 
economic  rebound  may  not  be  enough 
to  rev  up  their  recovery,  he  says. 

High  on  this  pro's  buy  list  of  soft- 
cyclicals:  Longs  Drug  Stores,  a  major 
drugstore  chain  whose  stock  has  been 
steadily  declining  since  July,  when  it 
was  trading  at  44  a  share.  Now  down 
to  34,  Longs  is  selling  at  a  price-earn- 
ings ratio  of  n.5 — not  far  from  its  10- 
year  low  of  10.9,  notes  Walczak. 

He  thinks  the  stock  is  worth  at  least 
48,  so  he  has  been  adding  to  his  posi- 
tion as  it  has  continued  to  fall.  "Every 
day  that  it  comes  down  is  one  more 
day  of  buying  opportunity  in  the 
stock,"  argues  Walczak,  whose  faith  in 
Longs  is  based  mainly  on  its  strong 
fundamentals  in  the  face  of  recession. 
BUYBACK?  While  earnings  for  the  year 
ending  Jan.  30,  1992,  are  expected  only 
to  match  fiscal  199rs  $2.94  a  share  (vs. 
fi.scal  1990's  $3.01),  Walczak  sees  net 
bouncing  up  in  1993,  to  $3.40.  Reve- 
nues have  been  rising,  but  competitive 
pricing  stemming  from  the  recession — 
mainly  in  California,  where  226  of  its 
266  stores  are  located — has  trimmed 
margins.  New  costs  from  installing 
scanning  systems  to  keep  track  of  in- 
ventories, pricing,  and  purchasing  have 
cut  into  earnings.  Some  21''^  of  sales 
are  from  prescription  drugs;  tlie  rest  is 
from  health  care,  cosmetics,  and  photo 
products  and  services. 

The  company,  notes  Walczak,  has  a 
record  of  solid  growth  in  sales,  earn- 
ings, and  dividends  over  the  past  15 
years — plus  a  return  on  equity  of  M'/f 


LONGS  DRUGSTORES: 
IN  A  LONG  SLUMP 
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to  18%.  Moreover,  Longs'  balance  sheet 
is  strong,  with  debt  of  just  5"/"  of  total 
capitalization.  Cash  flow  has  allowed 
Longs  to  finance  its  own  expansion. 

Walczak  also  sees  a  stock  buyback, 
which  will  trigger  a  sharp  jump  in  the 
share  price.  He's  betting  that  with  the 
stock  way  down,  management  will  re- 
purchase shares,  as  it  did  in  past  years. 
Chairman  and  CEO  Robert  Long  and 
the  Long  family  control  30%;  IT'/J-  is 
held  by  the  company's  ESOP. 


A  STRIKE 
IN  BOWLING? 


There  was  a  time  back  in  the  1950s 
when  bowling  was  the  big  rage 
in  America.  Now  most  investors 
tend  to  consign  the  sport  to  nostalgia. 
But  don't  tell  that  to  shareholders  of 
American  Recreation  Centers  (ARC),  the 
nation's  largest  publicly  owned  opera- 
tor of  bowling  centers.  They  attest  to 
bowling's  comeback.  The  company, 
which  operates  27  centers  with  1,100 
lanes,  mostly  in  California,  has  been 
raking  it  in  and  has  rewarded  share- 
holders in  the  past  23  years  with  a 
modest  but  rising  cash  dividend. 

With  the  stock  having  fallen  to  7%  a 
share  after  climbing  to  9V4  in  Septem- 
ber, some  smart-money  pros  are  bet- 
ting they  will  hit  a  strike  with  ARC. 
Their  optimism  is  based  on  more  than 
rising  sales  and  earnings,  which  have 
doubled  to  $57  million  and  to  .52$  a 
share,  respectively,  since  1988. 

On  Oct.  11,  ARC  spun  off  to  the  pub- 
lic 37%'  of  its  wholly  owned  subsidiary. 
Right  Start,  while  keeping  som.e  4  mil- 
lion shares.  That  company  is  a  profit- 
able mail-order  outfit  that  specializes 


in  safety  and  health  products  for  i- 
fants  and  children  up  to  age  4.  Shar. 
of  Right  Start  now  trade  at  SVi.  !j 
American  Recreation's  stake  is  wori 
some  $22.5  million,  or  about  $4.50  f 
each  of  American  Recreation's  5 
lion  shares. 

One  New  York  money  manager  ij 
sists  that  arc's  move  in  taking  Rig 
Start  public  makes  the  bowling  comp 
ny  "a  very  attractive  target"  for  son^ 
of  the  major  entertainment  companief 
He  notes  that  bowling  centers  have  b 
come  huge  family  entertainment  coi 
piexes  equipped  with  electronic  gami 
billiard  halls,  snack  bars,  and  even  da 
care  centers,  arc  President  and  CI 
Bob  Crist  says  his  goal  is  to  acqui 
more  bowling  centers  and  catalog  coi 
panies.  He  declined  to  say  wheth 
some  bigger  companies  have  propose 
a  buyout  deal. 


THE  PROGNOSIS  IS 
GOOD  FOR  MEDEX 


In  these  times  of  slumping  profit 
investors  are  eagerly  baggin 
shares  of  companies  that  are  hue 
ing  the  tide.  That's  the  big  reason  wY 
Medex,  a  maker  of  a  broad  range 
disposable  medical  products,  includin 
intravenous  infusion  equipment  ar 
specialized  valves  for  dispensing  bloc 
and  fluids  for  life-support  systems,  h 
been  on  the  fast  track. 

Its  sales  and  earnings  have  bee 
shooting  up  each  year  for  more  than 
decade.  Since  1987,  sales  have  risen  ; 
a  compounded  annual  rate  of  29%, 
$65  million  this  year,  and  earnings 
the  same  period  have  gone  up  at  a  21 
yearly  rate,  to  $4.9  million,  or  97(t 
share.  So  Medex  shares  have  been  > 
the  go,  from  22  in  July  to  32  curren 
ly — despite  the  market's  recent  declim 

With  the  stock  now  trading  at 
price-earnings  ratio  of  21,  has  Mede 
hit  its  peak?  Money  manager  Chuc 
Allmon,  who  is  a  big  Medex  bull,  saj 
that  although  the  hefty  p-e  "allows  n 
room  for  error,"  the  company's  "lonj 
term  growth  record  is  e.xcellent."  An; 
lyst  Elliott  Schlang  of  Kemper  Secui 
ties  Group  is  even  more  bullish:  Mede: 
current  p-e  is  about  equal  to  the  con 
pany's  projected  growth  rate — "well  i 
line  with  our  strategy  of  buying  fundi 
mentally  solid  growth  companies." 

With  the  continued  growth  of  il 
core  business,  Medex  earnings  shoul 
jump  next  year  to  about  $1.50  a  shar 
on  revenues  of  $110  million,  saj 
Schlang.  He  thinks  the  stock  will  ris 
to  at  least  42  over  the  next  six  month;; 
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Mcrosoft  Excel  3.0 

'^s,  Microsoft  Excel  3.0 
really  is  as  good  as 

they  say  It  may  wellbe 
the  best  c^lication 

runnirig  on  PCs  tod^" 

PC  World,  September  1991. 
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DEMOGRAPHICS  I 


PODUNK 

IS  BECKONING 


Mass  marketers  are  hunting  for  growth  in  small-town  America 


ost  Americans  haven't  heard  of 
Machias,  Me.  (pop.  2,569);  Bel- 
ton,  Tex.  (pop.  12,476);  or  Bax- 
ter-, Minn.  (pop.  3,695).  Most  American 
mariveting  companies  probably  haven't 
either,  for  that  matter:  Battling  it  out  in 
and  around  major  urban  and  suburban 
areas  is  still  their  paramount  strategy. 

But  these  three  burgs  are  now  being 
wooed  by  some  mighty  big  suitors.  Mc- 
Donald's Corp.  has  opened  a  tiny  53-seat 
cafe  in  Machias.  Sharp  Electronics  Corp. 
helped  sponsor  Belton's  rodeo.  And  Tar- 
get Stores,  a  unit  of  Dayton  Hudson 
Corp.,  has  opened  a  Ba.xter  outlet.  Of 
course,  Wal-Mart  Stores  Inc.  for 
years  shunned  the  bright  lights  of 
the  big  city  for  more  rustic  locales. 
But  the  king  of  rural  retailing  is 
getting  a  lot  of  company  (table). 
MOBBED.  These  marketers  are  flee- 
ing the  big  city  for  the  same  reason 
some  residents  do:  It's  getting  too 
crowded  there.  Most  larger  mar- 
kets already  have  all  the  fast-food 
joints  and  mall  outlets  they  need, 
and  competition  is  fierce.  McDon- 
ald's alone  has  8,600  U.  S.  locations. 

Small  wonder  that  small  towns 
look  attractive.  "The  competition  is 
nowhere  near  as  intense  as  in  tradi- 
tional large  markets,"  says  Thomas 


76  BUSINESS  WEEK/DECEMBER  23,  1991 


Conroy,  an  economics  consultant  based 
in  Allen  Park,  Mich. 

The  trick  is  finding  the  right  spot.  Red 
Lobster,  for  example,  has  been  expand- 
ing into  new  markets  where  total  area 
population  is  90,000  or  fewer.  But  it  re- 
jects four  out  of  five  new  locales  it 
considers. 

And  opportunities  aren't  always  obvi- 
ous. Townsend,  Tenn.,  for  example,  is 
small  even  by  small-town  standards:  Its 
population  is  329.  But  looks  are  deceiv- 
ing. Situated  on  a  well-traveled  and  pic- 
turesque route  between  Knoxville  and 
the   Smoky   Mountains,   the  village 


BIG  GUNS  IN  SMALL  TOWNS 


Company 

Strategy 

HAMPTON  INNS 

Building  scaled-down  motels  in 

towns  smaller  than  75,000 

MCDONALD'S 

Has  3  McDonald's  Cafes  de- 

signed for  small  towns 

RED  LOBSTER 

Launching  270-seat  restaurants  in 

smaller  urban  areas 

SHARP 

Sponsoring  rodeos,  broncfiing  out 

ELECTRONICS 

to  state  fairs 

TARGET  STORES 

Has  just  opened  three  stores  in 

towns  of  3,700  to  15,000 

"serves  both  the  business  and  lei 
traveler,"  says  David  Sullivan,  de\( 
ment  manager  for  Hampton  Inns  InC) 
August,  the  290-motel  chain  opened  < 
in  Townsend,  and  Hampton  Inns  pi 
to  open  100  more  in  tiny  towns  by  li 
Similarly,  Target  has  set  up  shop  in  B 
ter  because  it's  near  Brainerd,  Minn, 
county  seat  and  center  for  an  area 
80,000  shoppers.  And  summertime  \ 
tors  to  Minnesota's  lake  district  bo 
the  population  to  150,000. 

Some  companies  are  also  aiming 
vertising  and  promotional  efforts  a 
more  rural  audience.  Sharp,  for  exam] 
learned  that  affluent  professionals 
white-collar  workers  in  the  West 
states  loved  rodeos.  So  this  year, 
Japanese  electronics  maker  sponsored 
rodeos  and  tied  them  to  promotions 
nearby  retailers.  Sharp  will  double 
rodeo  sponsorships  next  year. 
'MORE  THINGS.'  Lower  costs  are  an  as 
in  this  sort  of  micromarketing.  But  ^ 
ume  is  usually  smaller,  too,  so  busint 
es  must  often  ratchet  down.  The  To^ 
send  Hampton  Inn,  for  example,  has 
rooms  instead  of  the  usual  135.  McD 
aid's  has  for  years  built  standard-si: 
restaurants  in  smaller  towns.  But 
cently  it  opened  12  smaller  formats, 
eluding  three  "Cafes."  All  are  desigi 
for  towns  it  would  otherwise  pass  ov 
The  Machias  McDonald's  Cafe  has  aba 
60%  of  the  square  footage  of  a  regur 
McDonald's,  and  to  get  needed  volunut 
serves  a  broader  menu,  including  ro;t 
chicken,  hot  dogs  and  beans,  and  even 
fish  platter.  "In  the  smaller  towns,  }i 
have  to  be  more  things  to  that  conimu- 
ty,"  says  owner  Doug  Quagliaroli. 

Of  course,  the  community  has  to  \v; : 
the  marketer.  The  presence  of  the  N 
tional  Baseball  Hall  of  Fame  &  Museii 
in  Cooperstown,  N.  Y.  (pop.  2,180)  lull 
a  Pizza  Hut  franchisee  into  applying  :r 
a  permit.  No  soap:  The  local  council  1^ 
steadily  resisted. 

And  when  a  marketer  finds  a  sml 
town,  the  market  may  not  be  as  und- 
served  as  he  would  like.  In  Ba.xt, 
Target  is  facing  off  against  a  W- 
Mart  right  across  the  street.  AJ 
Kmart  Corp.,  which  has  been  <!• 
panding  into  small  towns  for  yea:, 
has  an  outlet  just  a  mile  away,  i) 
far,  business  has  been  plentif. 
"People  come  from  35  miles  aroul 
to  shop,"  says  Don  O'Brien,  Bi- 
ter's mayor.  But  if  the  competitii 
heats  up,  who  knows?  These  ret;- 
ers,  like  other  urban  refugee, 
could  find  that  the  small  tows 
they've  recently  discovered  arei: 
immune  to  all  big-city  woes. 

Bi/  Bruce  Hager  in  New  York,  w,\ 
Julia  Flynn  Siler  in  Chicago 
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Microsoft  Excel  3.0 


Mcnosoft  Excel  3.0 
voted  world  leader. 


PC  World,  September  1991. 
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airs 


LAWYERS  I 


ZOE  BAIRP'S  BRIEFCASE 
IS  BRIMMING  WITH  IDEAS 


Aetna's  top  counsel  is  out  to  change  public  policy — for  starters 


Soon  after  becoming  general  coun- 
sel at  Aetna  Life  &  Casualty  Co. 
last  year,  Zoe  Baird  was  named  a 
lead  negotiator  in  an  antitrust  suit 
waged  against  Aetna  and  six  other  in- 
surers. She  seemed  an  odd  choice.  Soft- 
spoken,  with  a  polite,  gracious  manner, 
Baird  had  little  experience  in  insurance 
matters.  The  case  had  dragged  on  for 
three  years,  frustrating  sea- 
soned insurance  lawyers  and 
threatening  the  underpinnings 
of  the  industry.  But  Baird  set- 
tled the  case  in  three  months. 
"The  stumbling  block  had  been 
forming  a  consensus,"  says 
James  W.  Walker  Jr.,  general 
counsel  at  cign.a  Corp.,  one  of 
the  other  defendants.  "She  was 
particularly  impressive  in  help- 
ing reconcile  differences." 

The  39-year-old  Baird  is  con- 
sidered a  legal  wunderkind. 
One  of  the  youngest  general 
counsels  of  a  major  U.  S.  com- 
pany, she  counts  among  the 
highest-ranking  women  in  Cor- 
porate America.  At  27,  she  was 
a  legal  adviser  to  President 
Jimmy  Carter.  At  34,  she  was 
picked  by  Chief  Executive  John 
F.  Welch  Jr.  for  General  Elec- 
tric Co.'s  legal  team.  Now,  as 
Aetna's  top  lawyer,  she's  an- 
gling to  shape  public  policy  and 
rewrite  the  relationships  be- 
tween companies  and  their  at- 
torneys. Says  Editor  Steven 
Brill  of  America  )>  Lawyer 
magazine.-  "She's  a  trailblazer." 
LEGAL  LAB.  Baird  has  ambitious 
plans  for  reining  in  legal  bills. 
For  one,  she  urges  abolishing 
hourly  rates.  "It  doesn't  make 
any  sense,"  she  says.  "Lawyers 
sell  their  time,  but  that's  not  the  prod- 
uct." Along  with  Robert  E.  Litan,  a  fel- 
low at  the  Brookings  Institution,  Baird 
is  studying  various  fee  arrangements  to 
determine  which  will  best  improve  pro- 
ductivity and  save  money.  They  plan  to 
unveil  their  findings  at  the  American 
Bar  Assn.'s  annual  meeting  in  August. 

For  now,  Aetna  is  Baird's  testing  lab. 
A  key  issue  is  "value  billing" — charging 


not  for  the  time  taken  but  rather  for  the 
work  actually  performed  for  a  client. 
She  also  is  experimenting  with  "full  pur- 
chasing." Common  in  manufacturing  but 
rare  in  law,  the  law  firm  agrees  to  dis- 
count its  fees  in  return  for  a  set  number 
of  cases. 

Other  companies  are  taking  note. 
"Some  of  these  ideas  have  been  around 


Baird  is  pushing  the  100  lawyers  in  her 
department  to  be  active  team  players 
and  to  use  litigation  to  advance  the 
insurer's  regulatory  interests 


for  a  while,"  says  Price  Waterhouse  cor- 
porate legal  consultant  Rees  W.  Morri- 
son, "but  they've  really  picked  up  pace 
since  she  got  to  Aetna." 

Baird  describes  the  job  of  general 
counsel  as  "strategic  activist."  "Her  role 
isn't  just  as  a  lawyer,"  says  Aetna  Presi- 
dent Ronald  E.  Compton.  "She  sits  in  on 
all  major  Aetna  policy  decisions."  At  the 
same  time,  Baird  is  pushing  her  100-law- 


yer  department  to  use  litigation  to  1- 
vance  Aetna's  regulatory  interests  id 
to  be  active  team  players.  Aetna  att-- 
ney  Katherine  McG.  Sullivan,  for  ones 
working  with  the  problem-loan  workat 
team.  Says  Sullivan:  "Hopefully,  not  (e 
extra  dime  comes  out  of  a  deal." 
'RARITY.'  The  daughter  of  a  union  ori- 
nizer  and  a  jewelry  designer,  Baird  gm 
up  outside  Seattle.  From  early  on,  ii 
was  interested  in  public  policy.  As 
sophomore  at  the  University  of  CaliJ  , 
nia  at  Berkeley,  Baird  took  a  break 
run  the  congressional  campaign  of  D( 
ocratic  Representative  Brock  Adai  ^ 
She  graduated  from  Berkeley's  Be 
Hall  School  of  Law  in  1977.  At  the  J 
tice  Dept.,  she  was  recruited  by  Carte 
counsel,  Lloyd  N.  Cutler. 

When  Ronald  Reagan  became  Pr 
dent,  Baird  moved  to  the  law  firm 
O'Melveny  &  Myers.  There,  i 
teamed  up  with  former  Tra 
portation  Secretary  William 
Coleman  Jr.  on  a  Supre 
Court  case  testing  the  fede 
government's  role  in  munici 
labor  disputes.  They  lost 
case,  but  by  a  5-4  margin.  " 
is  a  superb  lawyer  who  un 
stands  how  the  federal  gov 
ment  works,"  says  Coleml 
"That's  a  real  rarity." 

That  talent  attracted  G 
Welch.  At  the  end  of  a  bre 
fast  meeting  in  1986,  rec; 
Baird,  "he  asked  me  to  co 
work  for  him  and  do  wha 
thought  needed  to  be  done, 
ureat  deal,  it  turned  out. 
handled  crisis  management 
the  then-scandal-ridden  defei 
contractor  and  developed  G 
compliance  program.  Follow 
Baird's  recommendation.  We 
hired  Benjamin  W.  Heinen 
Jr.  as  GE's  general  counsel 

At  first,  Baird  wasn't  inl 
ested  in  Aetna's  offer.  But 
ecutives  at  the  company  ( 
vinced  Baird  that  she  co 
help  shape  public  policy  aff( 
ing  Aetna.  She  still  is  formu 
ing  her  ideas,  but  health  can 
a  key  concern.  One  goal  is 
devise  a  private-sector  initial 
that  keeps  the  governmt 
from  controlling  health  care  refo 
It's  too  soon  to  tell  whether  Baird  i 
live  up  to  her  own  expectations.  Friei 
predict  she'll  make  her  mark  at  Ae 
and  head  back  to  Washington  if  a  Dei 
crat  is  elected  President.  Says  Cut 
"Zoe  would  be  a  strong  candidate  fo 
Cabinet  position."  Wherever  she  laii 
Baird  is  sure  to  be  noticed. 

Bi/  Lisa  Driscoll  in  Hartf 
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Microsoft  Excel  3.0 


If  the  last  few  pages 
iidrit  convince  you  that 
Mcnosoft  Excel  3.0  is 

the  best\Vindows 
pieadsheet,  maybe  the 
next  ninety  days  will. 


Since  its  introduction,  Microsoft  Excel  for  Windows  has 
been  receiving  rave  reviews  from  the  experts. 

Now's  your  chance  to  review  it  for  yourself,  along  with  a 
ninety  day  money  back  guarantee! 

And  if  you're  currently  using  any  version  of  Lotus  1-2-3; 
you  can  upgrade  to  Microsoft  Excel  3.0  for  only  $129.** 

For  more  information,  call  us  at  (800)  323-3577  Depart- 
ment W58.  There's  never  been  a  better  time  to  start  using  the 
best  spreadsheet  for  Windows. 
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MAXMIN  IN  WINDSOR:  "IF  I  SOLD  YOU  THIS  SHOP  FOR  ONE  POUND,  WHAT  WOULD  YOU  DO? 


A  PENNSYLVANIA  YANKEE 
IN  LAURA  ASHLEY'S  COURT 


How  CEO  Janies  Maxmin  is  streamlining  the  fashion  company 


If  James  Maxmin  had  met  Laura  Ash- 
ley in  the  1960s,  they  probably 
wouldn't  have  hit  it  off.  Then  a  grad- 
uate student  in  England,  the  Philadel- 
phia-born Maxmin,  like  many  others  of 
his  generation,  went  to  the  barricades 
against  the  Vietnam  War  and  the  Estab- 
lishment. But  to  Ashley,  then  in  the  ear- 
ly days  of  weaving  her  worldwide  fash- 
ion empire,  the  turbulent  and  shocking 
'60s  only  reinforced  a  commitment  to 
stately,  traditional  design. 

Flower  power,  meet  floral  prints. 
Since  September,  the  49-year-old  Max- 
min, who  abandoned  a  PhD  in  the  philos- 
ophy of  religion  to  hawk  soap,  Volvos, 
and  home  appliances,  has  been  .shaking 
Ashley'.s  $498  million  dress  and  home- 
furnishings  company  to  its  foundation. 
AXMAN.  Maxmin,  most  recently  a  top 
Thorn  E.MI  PLC  executive,  is  a  dramatic 
change  from  the  inbred  and  infighting 
managers  who  ran  the  retailer  after 
Laura  Ashley  died  in  198.5.  He  oddly 
blends  old-fashioned  tough-guy  manage- 
ment, information  obsession,  and  New 
Age  aphorisms.  Catch  phrases  such  as 
"cutting  people  loose"  and  "employee 
empowerment"  are  the  stuff  of  his  nor- 
mal conversation.  In  one  of  his  first  pre- 
sentations to  staffers  after  taking  over 


as  chief  executive,  he  wistfully  talked 
about  doing  away  with  headquarters 
and  all  titles. 

So  far,  however,  he  has  mostly  done 
away  with  jobs.  Since  he  took  over  as 
chief  executive  officer — the  third  top 
man  in  little  over  a  year — he  has  dis- 
missed more  than  100  managers,  includ- 
ing heads  of  the  British  and  U.  S.  divi- 
sions and  most  of  the  merchandisers  in 
the  U.  S.  In  all,  he  has  trimmed  l57o  of 
overhead.  The  payoff  has  been  a  319^ 
jump  in  the  share  price  of  Laura  Ashley 
Holdings  PLC,  from  $1.24  to  $1.62. 

Keeping  up  with  Maxmin  means  mov- 
ing at  high  speed.  He  has  been  racing 
around  the  U.  S.,  Eu- 
rope, and  Asia,  visiting 
shops,  commissioning 
customer  research,  and 
interviewing  employ- 
ees. Powerfully  built 
from  years  of  swim- 
ming and  rugby,  he 
goes  full  throttle  even 
when  relaxing.  Many 
weekends,  he  jets  from 
London  to  Boston  to 
pick  up  his  longtime 
companion.  Harvard 
business  school  profes- 
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sor  Shoshanna  Zuboff,  for  a  three-h 
drive  to  his  Maine  farm.  There,  he 
winds  by  rebuilding  stone  fences 
chopping  wood. 

But  it  will  take  a  lot  more  than  ene 
to  turn  around  Ashley,  which  just  a  y 
ago  was  on  the  verge  of  going  bust 
the  topsy-turvy  retail  environment,  P 
ley  had  become  something  of  a  b 
"The  Laura  Ashley  look  is  as  unim] 
tant  today  as  automobiles  with  runr 
boards,"  says  New  York  retail  con 
tant  Alan  G.  Millstein.  The  company 
.  ived  only  through  the  indulgence  of 
l.)anks  and  the  infusion  of  $70  mil 
from  its  Japanese  partner,  retailer  Ju 
Co.,  in  return  for  15%  of  the  equity. 
OUTSIDER.  To  many,  Maxmin  was  an 
usual  choice  to  head  Laura  Ashley,  as 
had  no  fashion  experience.  But  Laui 
widower.  Sir  Bernard  Ashley,  liked 
energy  and  enthusiasm.  Recalling 
first  encounter  between  Maxmin 
Ashley,  fellow  board  member  Hi 
Blakeway  Webb  says:  "They  went  e 
ball  to  eyeball  like  two  prizefightei 
Ashley,  60%  owner,  remembers  be 
"pretty  exhausted  after  half  an  houi 
Maxmin's  turnaround  strategy  ha 
few  components.  First,  he  wants 
make  the  company  more  professional 
the  past,  it  had  no  market  research  ; 
woefully  inefficient  information  s 
tems.  Next,  he  would  like  to  give  Ash 
a  better-defined  image,  promoted  wit 
worldwide  ad  campaign  in  1992.  Tak 
a  cue  from  Body  Shop  International 
cosmetics  chain,  he  wants  customers 
view  Ashley  as  an  environments 
friendly  retailer.  He  also  intends  to 
cense  more  home-furnishing  items,  si 
as  tablewear  and  linens,  because  it's 
inexpensive  and  profitable  way 
heighten  Ashley's  visibility. 

Finally,  he  wants  to  mix  its  floral  { 
terns  with  trendy  designs  aimed  at  yo 
ger  customers  and  career  women.  S 
he  has  no  interest  in  appealing  to  a  v{ 
ly  expanded  customer  base.  "Ninety  \ 
cent  of  shoppers  are  never  going  to  1 
us — and  that's  our  strength,"  he  sa 
Maxmin's  own  goals:  doubling  salesB 
five  years  and  achi' 
ing  12%  returns. 

For  employees  wo 
are  still  around  nk 
that     Maxmin  \ 
cleared    the  und 
brush,  it's  a  refre 
ing,  if  brutal,  chan 
"His    visibility  a" 
hands-on  approt'i 
have  made  a  big  difi  ■ 
ence  to  morale,"  Si3 
Jo  O'Connor,  direcr 
of   garment  desif. 
"Enthusiasm  was  la- 
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Buy  what  you  want  to  buy. 
And  no  bankcard  is  going  to  stop  you  with  a  limit  set  long  ago* 
You  know  what  you  can  afford.  You  just  want  to  be  trusted. 
You're  a  responsible  person.  Most  of  the  time. 


The  Card. 
The  American  Express"  Card. 


h'lg  from  ivv  I'O  borujm.  because  we 
were  withcnii  leadership  for  so  long." 

ifLiKmin's  eomnnuneni  to  employee  in- 
volveroen*  appears  genuiDe,  On  a  reeeni 
%i£it  to  Ashley  shops  in  Wil^Qsor,  En- 
gland. Maxniin  qiiiekly  loeaied  the  store 
managers  and  teased  on:  of  them  a  be- 
"wildering  catalog  of  suggestions  and 
problems  ■with  his  nciw-familiar  question: 
"Ti  I  sold  you  this  shop  for  one  pound, 
what  would  you  do"?" 

Mana.ger  Kite  Fowler,  flush  with  ex- 
citement. eci::r:plains  about  being  siuek 
with  slow-.i.elling  items — but  unable  to 
restock  hc:-selling  jeans  and  black  vehret 
dresses.  Maxmin  tells  her  that,  for  the 
firsT  tip-je,  Ashley  is  installing  bar  codes 
that  track  inTentors"  and  will  let  her  or- 
der items  from  other  shops.  He  adds 
that  only  now  are  consumers  being  sur- 
veyed about  what  Ashley  means  to  tiem 
and  what  they  would  Eke  to  wear,  "bril- 
liant!" Fowler  exclaims. 
OUTSIDER.  Although  his  American  aeeent 
::r.r.e:i:i:e]y  pegs  him  as  an  outsider  in 
Britam.  Maxmin  eenainly  knows  his 
way  around.  After  a  boyhood  in  subur- 
ban PMladelifhia.  l^Iaxmin  went  to  Grin- 
nell  College  in  Iowa  h>efore  opting  for 
graduate  school  overseas.  But  riots 
closed  the  Belgian  university"  he  planned 
to  anend.  so  he  headed  first  to  Cam- 
bridge, then  the  University  of  London. 
Following  a  short  strnt  with  Unilever 
PLC  selling  soap  door-to-dc>or  in  London's 
East  End.  he  decided  to  'ditch  aeademia 
for  thje  mc»re  ttrcifitable  corporate  life. 

As  rjarketing  manager  for  Volvo  in 
Britain,  he  jilayed  a  key  role  in  reposi- 
tioning  the  ear  around  the  themes  of 
saferr  and  reliability,  images  that  had 
failed  in  that  niarket.  "He  was  ahead  of 
his  time  in  applying  niarket  segmenta- 
tion tci  th'e  ear  industrc."  says  John  D. 
Loveriig.  Snan'Ce  director  at  British  re- 
tailer Sears  TLC.  who  w.orked  with  Ivlax- 
niin  at  A'olvo.  Maxniii-  went  on  to  head 
the  S3.2  billion  honie-e]ec-tronies  unit  of 
Tiiom  EM3. 


Plentv  of  hurdles  he 


id  at  Asm 


Iwao  Matsuoka.  president  of  Laura  .Ash- 
ley -Japan  Co..  worries  about  any  at- 
temit  to  tilay  dovrn  the  company"?  tra.di- 
tiona]  flcral  image.  "'The  fioral-p'rint 
desigij  is  om  jdenrrr."  he  says,  adding 
that  there  have  t>een  ■■arguments'"  ■with 
Lond'On  abcut  hew  tc^  disting-Liisn  thie 
new  career  line.  Maxmin  must  also  nocive 
fast  tc>  f  bore  up  the  U.  S.  o]:>erat]on. 
which  is  new  bereft  of  key  mar.agen-jent. 
Despite  his  "w^arm  feelings  for  Maxmm. 
Bernard  Ashley  fig-are;  triat  l^flaxmiL 
has  no  more  thaii  two  year?  to  prove 
himseb".  But  that's  all  right  -with  him. 
■■"W'e're  in  a  market  where  -urgency  is  the 
key  to  survival,  and  evervbody  should  "be 
judged  on  pen'orrrianee,"  he  says.  Noth- 
ing N'ew  Age  about  that. 

Bv  Richard  A.  Melck<'T  -iri  London,  with 
Ko  -^n-i  Lo'icr-u  Miller  ir,  Japa'>', 
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RESEARCH  I 


NO  ONE'S  SNIFFING 

AT  AROMA  RESEARCH  NOW 


Dramatic  new  discoveries  .ii'e  z^eiief.: 


ience  and  b"Li5iness 


Seattle's  Spot  Bagel  Bakery  Inc. 
stores  its  rolls  in  Plexiglas  bins  to 
keep  them  fresh.  But  that  also 
'Potdes  up  their  distinctive  aroma.  So  to 
entice  customers,  store  designer  J  Amy 
Owens  plans  to  use  a  peBet.  made  by 
Ljtemational  Flavors  &  Fragrances  Ine. 
(IFF).  that  emits  the  smell  of  fresh  ba- 
gels when  heated  by  Spot's  neon  sign  at 
supermarket  displays.  ""For  years.  Tve 
l>een  specifying  the  lighting,  music,  and 
ambiance  in  stores,"  says  Owens.  """Why 
not  add  the  dimension  of  aromia?" 

Betailers  and  other  companies  are 
staning  to  ask  the  same  question  as  sd- 
ence  learns  more  about  how  smell 
wcrks.  Top  fragrance  makers  are  pour- 
ing millions  into  research  aimed  at  grab- 
bing a  bigger  share  of  both  the  S4  billion 
perfume  business  and  the  huge  market 
for  scents  that  sro  into  household  prc>d- 


WHAT'S  NEW  IN  SMELL  RESEARCH 

researchers  at  Columbia  Un'^^r^ity 
icientified  hundreds  of  profei 
in  tbe  cells  of  nerves  in  tfie 
nose  that  most  likely  pick 
up  the  scents  humans  smel 
Trils  finding  could  Ftelp  tfie 
S4  billion  perfume  indusary 
dsign  new  scents 

SEX  AND  SMELL  In  October  research 
ers  at  trie  Univers'ity  of  Mexico  and 
at  the  Un  "-\'ersrry  of  Utah  round  that 
pheromones  ,  odors  that  trigger 
sexual  behavior  in  insecfe  and  an' 
mals  aisc  likely  exist  in  humans 

DISEASE  AKD  SMELL  Scientlste  at  the 
University  of  Pennsylvania  and 
University  of  Carifomio  are  looking  at 
connections  bet«'een  smell  dysfunction 
and  Alzheimers  and  Parkinson's  disease 
Smell  loss  could  be  used  in  diagnosis 

SMELL  AND  EEHAYtOR 

Psycroog  ;STS  nave  n^und 
that  peppermint  makes  stu- 
dents more  alert,  v^+iile  vanilio 
-eiaxes  patients  undergoing 
mognetic  resonance  imoging 


area  cc'  research,  especially  t't'tulai 
Japan,  focuses  on  me  tehavioraJ 
of  aromas:  some  help  people  relax, 
ers  help  keep  workers  aleru  And 
tists  are  finding  possible  TrnV?  bei^^iiD. 
smell  and  disease  "&ai  may  aid  in 
n::s:r_g  il'jjesses  such  as  Alihermer' 
STRONG  FEEUHSS.  Until  recently,  a 
ana  sound  got  most  of  the  lab  limel^ 
There  wasn't  even  a  standardised  te^^  wiH 
ability  to  smell  ■ontil  ISSS.  and  the 
tional  Institntes  of  Health,  which  oS  ii-li 
sets  the  sdence  agenda,  didn't  vrm  'Jm 
much  funding  for  olfaction.  "TCIH  ^  pr-  c 
care  because  no  one  died  of 
smeU"  says  Solomon  H.  Snyder,  a 
robiologist  ai  Johns  Hopkins  Univa^  te  ; 
school  of  medidne.  But  in  the  liiSCts. 
l-oosted  its  fundmg  for  many  tyi:>es 
research,  smel  included.  That,  adds 
der.  led  to  ""breakthroughs  that  are 
tractirg  a  lot  of  attention." 

  The  most  dramatic 

these  came  last  April  wit 
discovery  by  scletitists  li 
Buck  and  Eichard  Axel 
Columbia  University's  Q  n-'- 
ard  Hughes  Medical  li 
tute.  Odors  reach  the 
tiirough  two  mucus-la 
spots  the  sise  of  collar  I  '._  v. 
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tons  located  high  in 
nose.  There,  odor  m^oleei^ 
swept  in  on  the  breath,  h 
to  microscopic  receptors 
tached  to  nasal  nerve  oe 
These  cells  reach  into  a  ] 
of  the  brain  assodated  ^ 
emotion  and  memory,  isl 
is  why  some  expens 
smells  can  ehdt  vivid  lae  j^,  - 
ries  -and  strong  feelings. 

Fcr  years,  no  one 
how  the  reeeptors  w-o 
But  Buck  and  Axel 
ered  a  family  of  genes  I 
hold  the  blueprint  for 
dreds  of  receptors — peril 
even  one  for  each  <£  ^- 
10.00<>odd  odors  t 
can  smell  IRiis  di?:--^vJ 
means  ""the  art  of  : 
ery  will  never  be  the  r 
says  Aver*"  X.  Gilber:  - 


in-Roure,   the  world's  No.  2  fra- 

e  maker,  based  near  Geneva.  He 

that  in  place  of  current  jargon  that 

ibes  smells  in  terms  of  "notes"  and 

rds,"  perfumers  will  "speak  of 

-receptor  agonists  and  molecular 

ig  affinities  of  floral-receptor  pro- 

"  He  says  it  will  one  day  be  possi- 

I  draw  an  olfactory  profile  of  cus- 

•s  and  design  scents  just  for  them. 

block  odors  they  find  disgusting. 

easuring  the  response  of  olfactory 

s  to  various  compounds,  scientists 

fder's  lab  are  searching  for  "antag- 

,."  These  are  odorless  molecules 

would  block  the  recep- 

for  foul  smells.  "More 

[•tant   than    new  per- 

5,"  says  Johns  Hopkins' 

?r,  "is  to  develop  antago- 

which  you  could  spray 

^er  the  men's  room  in 

Station — and  do  a  great 

:e  to  humanity." 

r  WARNING.  More  in- 

ng  may  be   links  be- 

1  smell  and  illness.  Rich- 

j.  Doty,  director  of  the 

;rsity  of  Pennsylvania 
&  Taste  Center,  has 

,  that  patients  with  Alz- 

ir's  and  Parkinson's  dis- 

suffer  identical  smell 

Because  this  often  pre- 

;  other  symptoms,  it 
be  an  early  test  for 
ailments.  And  because 

■fects  of  Alzheimer's  are 

pronounced  in  the  high- 

pons  of  the  brain  associ- 

with  smell,  some  scien- 

think  the  disease  could 

be  caused  by  foreign  en- 
attacking  the  brain 

igh  the  nose.  Michael 
a  neuroscientist  at  the 

srsity  of  California  at  Ir- 
is studjang  detoxifying 

s  in  nasal  receptors  that 

n  airborne  intruders.  He 

Alzheimer's  victims  may 

fewer  of  these  agents. 

i  science  of  smell  could 
other  insights  into  the 
'The  olfactory  system 


jjromise,  says  Schwob:  "We  hope  that  it 
will  tell  us  about  brain  development — 
and  where  it  can  go  wrong." 

While  such  research  continues,  the 
most  exciting  news  for  fragrance  mak- 
ers may  involve  pheromones,  odors  that 
trigger  sexual  behavior  in  insects  and 
animals.  Finding  those  in  humans  "is 
our  holy  grail,"  says  Eugene  P.  Grisanti, 
chairman  of  New  York-based  iff,  the 
world's  No.  1  fragrance  maker.  The 
pheromone-detecting  organ  in  animals,  a 
sac  behind  the  nose  called  the  vomero- 
nasal organ  (VNO),  was  thought  to  be 
absent  or  vestigial  in  humans.  But  in 


DOTY  IN  THE  LAB:  DOES  OLFACTION  PLAY  A  ROLE  IN  ILLNESS? 


dies  all  the  .najor  processes,  such 
e  birth  and  differentiation  of  neu- 
that  occur  when  the  brain  first 
ops,"  says  James  E.  Schwob,  a  neu- 
logist  at  the  State  University  of 
York  Health  Science  Center  at  Syr- 
I.  Olfactory  nerves  die,  and  new 
grow  every  30  to  90  days,  without 
ting  the  sense  of  smell.  Nature 
have  arranged  this,  says  Schwob, 
ise  olfactory  nerve  cells,  which 
;h  from  the  nose  directly  to  the 
,  are  relatively  exposed  and  thus 
rable  to  damage.  Understanding 
nerve  regeneration  holds  great 


October,  scientists  at  a  pheromone  con- 
ference in  Paris  presented  what  experts 
say  is  persuasive  evidence  that  vxos  ex- 
ist and  function  in  humans.  Researchers 
from  the  University  of  Mexico's  medical 
school  found  vxos  in  more  than  900  of 
1,000  subjects  studied. 

More  important,  scientists  at  the  Uni- 
versity of  Utah  have  found  that  cells  in 
vxos  of  subjects  reacted  to  "phero- 
mones" cooked  up  by  a  Menlo  Park 
(Calif.)  company  named  Erox  Corp. 
"There  are  some  substances  that  elicit 
electrical  activity  from  the  vxo,"  says 
Charles  J.  Wysocki,  a  scientist  at  Monell 


Chemical  Senses  Center  in  Philadelphia, 
"but  we  don't  know  what  it  means  yet." 

Of  more  immediate  value  to  fragrance 
makers  are  discoveries  linking  scents  ■ 
with  behavior.  "Down  the  line,  people 
will  buy  fragrances  not  for  smell  but  for 
effect,"  says  Annette  Green,  who  heads 
the  Fragrance  Research  Fund,  an  indus- 
try group.  Psychologists  have  found 
that  college  students  perform  better  on 
a  "sustained  attention"  task  when  pep- 
permint or  lily  of  the  valley  is  intermit- 
tently pumped  into  the  room.  Other  ex- 
periments have  shown  that  the  smell  of 
vanilla  helps  relax  patients  undergoing 
magnetic  resonance  imaging. 

Other  studies  show  that 
pleasant  odors  can  enhance 
self-esteem  and  promote 
workplace  harmony.  Based  on 
similar  earlier  studies  by  Ja- 
pan's top  cosmetics  company, 
Shiseido  Co.,  construction  gi- 
ant Kajima  Corp.  has  sold  33 
systems  at  $8,000  each  that 
spritz  scents  throughout  of- 
fice buildings  to  calm  or  rev 
up  workers.  Some  250  small- 
er, competing  versions  of  that 
system  have  been  installed  at 
Si. 400  apiece. 

LIPSTICK   THERAPY.    In  the 

U.  S.,  most  experiments 
haven't  gone  this  far.  But  in- 
siders say  General  Motors 
Corp.  may  look  into  the  use  of 
aromas  to  keep  drivers  atten- 
tive. And  U.  S.  beauty  and 
cosmetics  giants  are  launch- 
[jroducts  that  claim  to  re- 
■  a-,  and  revive.  Aveda  Corp.'s 
new  Esthetique  aroma-thera- 
py line  includes  lipstick  that 
freshens  the  breath.  Avon 
Products  Inc.  and  Estee  Lau- 
der Inc.  are  experimenting 
with  similar  approaches. 

Some  boutiques,  such  as 
Victoria's  Secret,  have  started 
.scenting  their  stores  with  dis- 
tinctive aromas.  And  J'Amy 
Owens,  whose  Seattle-based 
firm  is  called  Retail  Planning 
Associates,  has  started  using 
fragrances  for  clients  such  as 
Kroger  Co.  and  Bigsby  &  Kruthers.  For 
three  B&K  Knot  Shop  tie  stores,  she 
chose  a  leathery,  oaky  aroma  designed 
by  IFF  to  go  with  a  tree  that's  part  of 
the  store  decor.  B&K  President  H.  Gene 
Silverberg  is  so  pleased  with  the  effect 
that  he  is  tryin^;  it  out  in  his  19  other 
stores.  "The  employees  find  it  very 
pleasant,"  he  says.  "A  happier  staff 
means  a  happier  customer,  and  that 
means  more  sales."  And  more  incentive 
for  fragrance  makers  to  stay  hot  on  the 
scent  of  research  into  smell. 

By  Pamela  J.  Black  in  New  York,  with 
bureau  reports 
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A  CAMERA  THAT  READS  WRITING 
—AFTER  IT  HAS  BEEN  ERASED 


The  U.S.  Postal  In- 
spection Service 
boasts  that  it  convicts  a 
higher  proportion  of  ar- 
rested suspects  than  any 
other  federal  crimefight- 
ing  agency,  including 
the  FBI.  One  reason  is 
the  agency's  high-tech 
crime  lab  in  Washington. 

Among  the  lab's 
newest  weapons  is  an  in- 
frared video  imaging 
system  that  can  often  re- 
construct otherwise  un- 
detectable evidence.  Recently,  for  example,  a  thief  signed  a 
credit  card  he  had  snatched  from  a  mailbox.  After  using  the 
card  for  a  few  days,  he  sponged  off  the  signature,  then  threw 
the  card  away.  But  it  was  retrieved  and  the  system  detected 
the  signature  from  invisible  ink  residues.  A  handwriting  ex- 
pert's testimony  then  helped  convict  the  crook.  Unlike  conven- 
tional IR  film,  the  video  system  allows  details  to  be  computer- 
enhanced  before  the  image  is  printed  on  a  high-resolution 
printer  from  Lasertechnics  Inc.  in  Albuquerque. 


TWO  VICTORIES  IN 

THE  WAR  ON  AUHEIMER'S 


In  the  fight  against  Alzheimer's  disease,  scientists  have  been 
frustrated  on  two  fronts.  They  know  that  victims'  brains 
contain  tangled  clumps  of  a  protein  called  beta  amyloid.  But 
they  don't  know  whether  these  cause  or  merely  are  a  symptom 
of  the  deadly  disease.  Researchers  also  haven't  been  able  to 
reproduce  the  disease  exactly  in  animals,  which  would  enable 
them  to  test  new  therapies. 

Now,  there's  progress  on  both  fronts.  In  a  study  reported  in 
the  Dec.  12  issue  of  Nature,  scientists  at  Mount  Sinai  Medical 
Center  inserted  the  gene  for  the  beta  amyloid  protein  and  a 
special  genetic  switch  into  mouse  embryos.  That  caused  the 
brains  of  the  mice  to  make  80  times  more  protein  than  normal. 
Neurobiologist  Gerald  Higgins  of  the  National  Institute  on 
Aging  in  Bethesda,  Md.,  then  examined  the  mice  as  they  aged. 
He  found  that  they  developed  all  the  major  symptoms  of 
Alzheimer's,  including  the  massive  nerve-cell  death  that  is  so 
devastating  to  people. 

Higgins  suggests  that  this  collaborative  experiment  offers 
compelling  evidence  that  the  protein  is  indeed  the  cause  of  the 
disease.  In  addition,  he  is  already  planning  to  use  the  mice  to 
test  substances  that  could  protect  nerve  cells  from  the  lethal 
effects  of  the  protein. 


WEAPONS  TESTS:  HOW  THE  U.N. 
KEEPS  ITS  EAR  TO  THE  GROUND 


With  the  breakup  of  the  Soviet  Union,  the  threat  of 
worldwide  nuclear  war  may  have  diminished.  But 
that  doesn't  mean  other  countries  will  refrain  from  developing 
their  own  nuclear  prowess.  To  keep  tabs  on  them  and  to 
uphold  disarmament  treaties,  a  U.  N.  committee  called  the 
Group  of  Scientific  Experts  is  developing  a  global  computer 


network  to  detect  secret  underground  weapons  tesl 
The  network  will  link  60  existing  seismic  monitoring  static| 
in  34  countries,  including  the  U.  S.,  China,  Germany,  JapJ 
and  the  former  Soviet  Union.  The  equipment  monitors  grov 
motion,  filtering  out  tremors  caused  by  events  such  as  ccl 
mine  blasts.  When  unusual  motion  is  detected,  the  data  willf 
transmitted  immediately,  via  satellite,  throughout  the  netwol 
Earthquake  researcliers  and  geologists  will  also  have  accessj 
the  data. 

The  big  technical  obstacle,  says  committee  adviser  a| 
Southern  Methodist  University  geophysicist  Eugene  HerrinJ 
how  to  link  different  computers  and  communications  gi 
globally.  But  part  of  the  system  has  already  passed  a  key 
In  a  42-day  trial  last  spring,  stations  in  the  South  PacJ 
detected  underground  nuclear  tests  conducted  by  France. 


THESE  BREATH  TESTS  SHOW  MORE 
THAN  WHAT  YOU'VE  BEEN  DRINKING 
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Scientists  may  soon  be  able  to  reveal  more  about  you  fri_ 
your  breath  than  you  think.  That's  because  some  diseai  f 
cause  specific  chemicals  to  be  discharged  in  the  breath.  I 
example,  the  breath  of  a  person  with  liver  disease  conta 
dimethyl  sulfide.  But  so  far,  breath  analyzers  have  been 
able  to  detect  very  small  amounts  of  specific  chemicals  or 
take  continuous  readings. 

Now,  researchers  at  Battelle  Memorial  Institute  in  Coin 
bus,  Ohio,  have  come  up  with  a  highly  sensitive  analyzer  tl 
tests  each  breath  so  researchers  can  watch  fluctuations  o] 
chosen  chemical  in  a  person.  The  analyzer  was  adapted  fn 
an  instrument  that  measures  trace  gases  in  the  atmospher 
Besides  disease  diagnosis,  Battelle  chemist  Don  Kenny  sa; 
the  device  could  be  used  to  study  worker  exposure  to  chei 
cals — say,  in  the  dry-cleaning  industry.  Next,  the  Battelle  te; 
wants  to  collaborate  with  medical  researchers  in  human  sti 
ies  to  determine  the  actual  levels  of  chemicals  in  the  brei 
that  indicate  specific  diseases. 
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'SEEING'  THE  HIGHWAY  THROUGH 
AN  OLDER  DRIVER'S  EYES 


An  aging  population 
inevitably  means 
that  the  average  age  of 
drivers  will  rise.  That 
could  pose  safety  prob- 
lems because  road  signs 
and  highway  lighting 
are  often  designed  l)y 
relatively  young  engi- 
neers. They  rarely  con- 
sider the  deterioration  in 
eyesight  that  occurs  as 
people  grow  older. 

That  will  soon  change 
thanks   to   research  at 
Ontario's  University  of  Waterloo.  Werner  K.  Adrian,  a  prof 
sor  of  optometry,  has  developed  a  computer  model  that 
ables  highway  engineers  to  see  through  older  eyes.  The  sc 
ware  shows  how  the  same  scene — an  intersection,  11^ 
example — would  appear  to  drivers  of  different  ages  unor 
various  lighting  conditions.  Road  signs  are  also  a  problel 
Adrian  found  that  older  drivers  can't  always  read  todaP 
signs  in  time  to  respond.  Adrian's  research  will  be  reflecljl 
first  in  new  lighting  standards  for  U.  S.  and  Canadian  intersj- 
tions  and  tunnels,  which  should  take  effect  in  mid-1992,  j 
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iformation  Processin 


EMS  INTEGRATION! 


.  ROSS  WHO?  EDS  IS  DOING 
1ST  FINE  ON  ITS  OWN 


;  company  Perot  founded  is  thriving  by  showing  clients  how  to  harness  teclinology 


hasn't  been  much  of  a  year  for 
ompanies  in  the  computer  busi- 
ess — especially  for  the  guys  who 
i  out  the  machines  that  run  big  cor- 
dons. IBM's  profits,  according  to 
Street  projections,  will  be  $4  a 
3,  down  from  $10.50  last  year.  Digi- 
ilquipment  finished  its  fiscal  year 
lune  with  a  net  loss  of  $617  million. 
Unisys?  It  has  taken  charges  of 
:  than  $1  billion  in  a  frenzy  of  down- 
g  and  is  expected  to  finish  1991 
;h  in  red  ink.  Even  relative  young- 
such  as  Apple  Computer  Inc.  and 
paq  Computer  Corp.  have  had  losses 
year  as  prices  plunged  and  reces- 
pressed  customers  stopped  buying. 

who's  cleaning  up — right  in  the 
le  of  the  downturn  and  by  catering 
le  kind  of  blue-chip  customers  that 
made  IBM  and  Digital  Equipment 
.  seem  so  recession-proof?  Electron- 


ic Data  Systems  Corp.,  the  computer  ser- 
vices colossus.  Instead  of  building  com- 
puters— a  perilous  business  in  this  era  of 
slow  growth  and  plunging  margins — 
EDS,  a  unit  of  General  Motors  Corp., 
helps  customers  use  them.  For  some,  it 
serves  as  a  systems  integrator,  design- 
ing and  installing  elaborate  networks 
that  incorporate  hardware  and  software 
from  many  sources.  For  others,  it  takes 
over  and  runs  entire  data  processing  de- 
partments in  return  for  an  annual  fee — 
a  business  called  outsourcing,  in  which 
EDS  is  the  clear  leader. 
OUTSIDE  MONEY.  Both  businesses  are 
coming  to  look  better  than  building  and 
selling  hardware.  Systems  integration,  a 
$5  billion-a-year  market,  will  grow  to 
nearly  $13  billion  by  1995,  according  to 
researcher  Ledgeway/Dataquest.  Simi- 
larly, outsourcing,  at  $10  billion,  will 
likely  grow  to  $24  billion.  EDS,  riding  the 


boom,  is  expected  to  show  1991  revenues 
of  $7  billion,  up  117'  from  1990.  Profits 
are  likely  to  jump  137,  to  about  $564 
million,  on  top  of  a  147  rise  last  year. 

Indeed,  Dallas-based  EDS  is  now  per- 
haps the  most  important  rival  that  IBM, 
DEC,  and  other  large  computer  manufac- 
turers face — even  though  it's  one  of 
their  best  customers,  too.  It's  poised  to 
grab  the  lion's  share  of  the  vast  comput- 
er services  market,  which  IBM,  DEC,  and 
the  others  are  scrambling  to  get  into. 
Consultant  Andrew  S.  Rappaport  extols 
EDS  as  a  model  of  the  "computerless 
computer  company"  that  he  described  in 
a  controversial  article  in  the  Harvard 
Business  Review  last  summer:  It's  prof- 
iting from  helping  customers  harness 
the  computer's  awesome  power,  largely 
through  writing  software  and  managing 
complexity  for  them. 

Five  years  after  the  departure  of  its 


AS  EDS  FINDS  MORE 
CUSTOMERS  BEYOND  GM... 


86  '87  '88  '89  '90  '91  '92 
LLIONSOFOOLURS  "-EST.-" 

...ITS  MARGINS  ARE 
EXPANDING,  TOO 


■90      '91  '92 
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At  Business  Week,  we  put  our  heads  together 
and  came  up  with  the  ideal  Christmas  gift. 

What  else  but  a  subscnpuon  to  Business  Week.  No  one  knows  better  than 
>ou  a  valued  subscnber.  \^.hat  a  great  magazine  Business  Week  is.  .And  it's  something 
even,  one  on  your  shopping  list  can  reaJl)  use  and  enjoy,  week  after  week 
after  ^eek  Sethis  Chnstmas  give  them  a  gift  that's  thoughtftjl.  .And  thought  provoking. 

.A  subscnpuon  to  Business  Week. 


?.0  3o\  506.  V.-.zz-sriO-A-.  SJ 


<3> 


-%::e  ^AX  '■■y^r  crcer  :c 


Special  Gift  Rates: 
S44.95  One  year  subscription.  S34.95  Eacr.  .  j.:       ..^  one  year  subscription. 
Subscriptions  should  be  entered  as  follows: 


Gifts  entered  h\ 

M:  Sirs 


C;r.  Sa-.£  Zip 


Busines^Afeek  \A 


smatic  founder,  H.  Ross  Perot,  EDS 
»ving  in  spades  that  there  was  more 
;  success  than  one  dynamic  entre- 
iur — and,  equally  important,  that 
's  more  to  EDS  than  a  fat  parent, 
company  has  built  a  backlog  of 
y  $20  billion  in  non-GM  business, 
for  the  first  time  since  GM  acquired 
1984,  EDS  will  get  less  than  half  of 
venues  from  the  auto  maker  (chart, 
85).  EDS  handles  most  of  gm's  com- 
operations  under  long-term,  fixed- 
contracts.  "They  are  the  toughest 
etitor  we  run  up  against,"  concedes 
trick  Horner,  a  former  EDS  execu- 
who  now  heads  Perot  Systems 
,  the  $150  million  competitor  the 
jr  chairman  founded  three  years 
"We  like  to  go  where  they're  not." 
the  vanguard  of  this  movement — 
[BM,  DEC,  Andersen  Consulting,  and 
others  in  hot  pursuit — EDS  is 
i  to  grab  the  lion's  share.  Lester 
ilberthal  Jr.,  47,  EDS's  mild-man- 
1  CEO,  plans  to  more  than  triple  the 
any's  size  by  the  end  of  the  decade 
urn  it  into  a  global  powerhouse.  To 
Alberthal,  a  23-year  company  vet- 


!DS  has  to  offer  ways  to 
rove  'overall  cost,  quality, 
time  to  market' — not  just 
heaper  data  processing 


is  shaking  up  everything  from  the 
lization  chart  to  the  corporate  im- 
He's  pursuing  joint  marketing  pacts 
acquisitions,  such  as  the  recent 

million  takeover  of  McDonnell 
las  Systems  Integration  Co.,  a  gi- 
1  computer-aided  design  and  manu- 
ring. That's  one  of  a  series  of  ac- 
ions  that  should  generate  at  least 
million,  or  107'  of  annual  revenues, 
year. 

rURED.  The  big  challenge  for  EDS, 
^h,  is  to  get  closer  to  customers  and 
business  problems.  That  will  re- 
quicker  responses  than  monolithic 
eting  organizations  can  come  up 
says  Rappaport,  president  of  Tech- 
;y  Research  Group  in  Boston,  a  con- 
ig  company.  "For  a  company  like 
0  be  successful,  they  need  to  contin- 
fracture  themselves,"  he  says. 
3erthal  is  already  starting  to  frac- 
EDS.  He  has  reorganized  it  into  38 
tegic  business  units,"  each  focused 
market  such  as  health  care  or 
portation.  To  increase  agility,  he's 
ing  authority  into  the  ranks  of 
.  65,000  employees.  Now,  each  unit 
ops  its  own  marketing  strategy  and 


In  1990, 

ONE  company's  assets  GREW 
41%    IN   A   RECESSION  YEAR. 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 

THAT  USES 
THESE. 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  cord  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex"* 
Personal  Organizer.  The  first  and 
only  organizer  with  Post"it™  brand 
Notes.  And  accessories  that  let  yoo 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


Rolodex*  is  a  registered  trodemork  of  the  Rolodex  Corporation, 
it-it"  is  a  trodemork  of  3M. 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 


'Deliiered  from  \luntana  directly  to  your  frmit  door 


Dear  Friend, 

You  know  the  ditterence  between  a  luscious  hiimegrown  tomato 
and  a  store-Kiught  one.  Well,  the  ditterence  in  taste  between 
our  Double  LL  beet  and  ordinan'  beet  is  even  more  dramatic. 

Store-bouijht  beet  is  shipped  bv  train  or  truck  to  warehouses  anJ. 
passes  through  many  hands  before  ending  up  in  the  meat  case. 

Our  LSD.A-inspected  packinghouse  vacuum  packs,  tlash  freeic- 
it.  and  then  we  ship  vour  order  to  vou  bv  UPS. 

.Another  wav  to  tell  the  ditterence  between  Double  LL  beet  an., 
most  supermarket  beet  is  bv  its  color.  Supemiarket  beet  that  has  been 
wrapped  in  plastic  is  likelv  to  carr\  more  bacteria  than  vacuum-packed  beet.  In  tact,  the  bright  red  color  ot  supermarke 
beet  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stav  tresh.  Our  beet^s  naturallv  darker  color  indicates  tha 
oxygen  has  been  kept  out.  vet  its  moisture  ha>  been  retained  tor  more  tlax  ortul  cooking. 

\X'e  otter  onlv  the  finest  cuts  such  as  butten,-  soft  rib  steaks,  mouthwatering  tilet  mignons,  tender  T-bone  steaks,  anc 
lean  sirloins.  W'e  guarantee  that  Double  LL  beet  will  arrive  within  rvvo  days  of  shipment  in  perfect  condition  and  perfectly 
aged.  Our  beet  is  priced  at  less  than  ordinary"  mail-order  beef.  If  vou  join  our  club  we  automatically  bill  your  major  credi 
card,  bur  vou  can  cancel  at  anv  time  or  vou  can  order  whenever  vou  need  IDouble  LL  steaks. 

W  e  are  a  small,  tamilv-run  ranch,  so  vou  can  call  us  at  anv  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  tor  Shelia,  \X  anda.  Debbie,  or  me. 
Look  tonvard  to  hearing  trom  vou. 

Sincerely. 

DOUBLE  LL  RANCH 


LINDA  LEON 


"Mn  i/.i-W  acre  ranch  m  .Monturw 
stands  behind  the  Double  LL  brarui'. ' 


OVTANA  590S6 


★  SPECIAL  TRIAL  OFFER  ★ 

10  MOUTH-W.ATERING  FILET  MIGNONS  (6  oz.  each) 

ONLY  S69.50  plus  S5.50  tor  shipping  \Si.  handling 

iL;rii:t  '.  -hipment  onlv  per  add^e^^^ 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS.  INDIX'IDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  1-800-752-8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  NIontana,  59088 


■Id  accountable  for  sales  and  profits, 
vas  a  bold  move  and  one  that  I  was 
rised  they  were  able  to  take  all  in 
step,"  says  Douglas  W.  Sewell,  a 
aging  partner  for  integration  ser- 
;  and  technology  at  rival  Andersen 
;ulting. 

the  old  days,  it  was  enough  for  El  is 
ve  customers  cheaper  and  more  reli- 
computer  power.  But  now  it  must 
ince  them  that  it  can  actually  reen- 
3r  their  businesses.  "We  can  help 
take  technology  and  leverage  it  to 
ove  your  overall  cost,  quality,  [and] 
to  market,"  says  Alberthal,  who 
me  CEO  in  1986. 

nsider  EDS's  contract  to  modernize 
igo's  public  parking  enforcement, 
devised  a  system  that  includes  hand- 
computers  that  print  out  tickets  for 
by  parking  enforcement  officers, 
e's  also  a  computerized  inventory  of 
ity's  25,000  parking  meters.  An  elec- 
c  imaging  system  that  can  throw  a 
ized  picture  of  a  ticket  onto  a  com- 
r  screen  helped  get  ticket  disputes 
of  court  and  into  neighborhood- 
d  hearings.  The  result  is  more  rapid 
collection:  Before  the  system  went 
nly  109^  of  tickets  were  paid  in  the 
they  were  issued.  That  has  jumped 
'%,  says  city  Parking  Administrator 

Fryklund.  She  expects  revenues 

parking  violators  to  rise  627'  this 

to  more  than  $60  million. 
IE  PROBLEM.  EDS  is  out  to  deliver 
ar  payoffs  to  clients  ranging  from 
affiliate  National  Car  Rental  to 

As  struggling  GM  keeps  its  spend- 
ivith  EDS  level,  the  company  needs 
de  contracts  more  than  ever  to 

its  growth  targets.  It  aims  to  boost 
)M  revenues  by  at  least  207  a  year 
le  projected  157  growth  rate  for  all 
mation  technology  services,  such  as 
alting  and  managing  data  centers. 

far,  EDS  is  ahead  of  target,  with 
]M  revenue  up  267  in  the  first  nine 
;hs  of  1991.  It  also  has  signed  some 
illion  worth  of  non-GM  contracts  in 
period,  almost  30?^  more  than  in  all 
990.  And  more  non-GM  business 
IS  fatter  profits,  says  Stephen  T. 
lellan,  an  analyst  with  Merrill  Lynch 
:al  Markets.  He  figures  that  pretax 
ts  on  GM  contracts — with  no  mar- 
g  costs  and  no  risks  for  EDS — are 
t  107  to  127,  or  a  few  points  lower 
in  EDS's  other  business  (chart,  page 
SM  insists  it  has  a  series  of  safe- 
ds  to  be  sure  it's  paying  competi- 
rates. 

keep  the  momentum  building,  EDS 
)rking  on  its  image — both  internally 
sxternally.  "For  the  first  22  years  of 
existence,  EDS  the  company  really 
t  have  an  image,"  says  Alberthal. 

of  the  image-building  was  around 


Its  investment  portfolio  is 

THE   strongest   IN   ITS  INDUSTRY 

By  a  wide  margin. 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Croup,  (clockwise  from  left)  Jack 
Germond.  Eleanor  C.lift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 

l/l/e  bring  good  things  to  life. 
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GLOBE'92 
is  the  only  fully 
integrated  conference 
and  trade  fair  promoting 
'octical  solutions  to  resolve 


the  conflict  between  a  healthy 
environment  and  a  thriving] 
economy.  \ 
At  this  international  \ 
meeting  and  marketplace,  | 
you  will  come  face  to  face  \ 
with  the  people  and  products  \ 
at  the  leading  edge  of  \ 
sustainable  development  and 
environmental  management, 

from  around  the  world.  \ 

\ 

GLOBE'92  offers  participants  j 
substantial  benefits:  \ 

.? 

At  the  (Conference:  i 

•  network  with  influential  decision- 
makers from  arotind  the  world.  1 

•  participate  in  the  shaping  of  policy  | 
and  decisions  leading  ^o  change.  \ 

•  learn  how  to  develops  corporate  1 
strategies  to  meet  environmental  i 
challenges. 

•  study  leading-edge  technological 
solutions  and  processes  at  work. 


At  the  Trade  Fair: 

•  see  more  than  700 
international  exhibits,  show 
casing  the  latest  products, 
services  and  technologies  from  all 
environmental  management  sectors. 

•  attend  technology  demonstrations 
•and  product  application  seminars. 

•  utilize  an  international  business 
centre,  a  business  dating  service 
and  extensive  product/exhibitor 
information  systems. 

Who  wiU  be  at  GLOBE'92? 

•  participants  from  80  countries 
representing  business,  government, 
industry,  environmental  groups  and 
international  organizations. 

•  350  conference  speakers,  including 
Frank  PopofF,  President  &  CEO  of 
The  Dow  Chemical  Company  and 
Sir  Shridath  Ramphal,  President  of 
the  International  Union  for  the 
Conservation  of  Nature. 

•  700  trade  fair  exhibitors  from 
over  20  countries,  featuring  16 
national  pavilions. 


So  for  down-to-earth  solutions  and 
exciting  opp>ortunities  for  business 
and  the  environment  -  be  sure  to 
attend  GLOBE'92. 

Globed  OpportuiiilMfts  foi*  - 
Business  caid  fhe  Envfconmenf 

Hmorary  Patron: 
The  Honorable  Gro  Harlem 
Brundtland  Prime  Minister  of  Norway 
and  Chair  of  the  World  Commission  on 
Environment  ahd  Development 


GLOBE'92^ 

GLOBE'92 

Suite  601,  535  Thurlow  Street, 
Vancouver,  British  Columbia 
Canada  V6E  3L6 


Don't  Miss  It!  For  More  Information  Fax  Today:  (604)666-8123 


Standard  &  Poor's 
rates  it  aaa. 
A.M.  Best  rates  it  A  + 
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A  ym  Of  mmemBU 

AIOMNTS  IN  ONE  5PECMI  miK 


News 

Sunday  10PM 

Business  News 

Monday  10PM 

Sporfs 

Tuesday,  10PM 

Enferfainmenf 

Wednesday,  10PM 


1991 


CNN  REMEMBERS  THE  YEAR  THE 
WORLD  WILL  NEVER  FORGET 

BEGINNING  SUNDAY, 
DECEMBER  15 


THE  W  0  K  L  D  S     t    S  LEADER 


Investigaffve 

Thursday,  10PM 

Politics 

Friday,  10PM 

lany  King  Looks  Back 

Saturdoy,  10PM 

Closing  Atgments 

Sunday,  10PM 

Ail  times  Eastern 


year,  $300  million  outsourcing  con- 
with  Saab  Automobile  in  Sweden, 
1  is  50%  owned  by  GM. 
alysts  agree  that  EDS  has  a  clear 
start  with  its  telecommunications 
ork,  which  already  links  19  major 
processing  centers  worldwide.  But 
's  also  the  danger  that  EDS  has 
more  network  capacity  than  it  can 
tably  fill.  And  rivals  are  quickly 
ing  up.  Cap  Gemini  Sogeti,  Eu- 
s  leading  technology-services  com- 
,  sold  34%  of  its  equity  to  Daimler 
this  summer.  In  return,  it  gets  to 
id  Daimler's  huge  private  network 
■rmany  into  other  markets. 
TEXAS  BOOTS.'  EDS's  emphasis  on 
lurcing  may  prove  a  weakness,  too. 
ry  Dumont,  head  of  European  soft- 
services  for  International  Data 
,  says  EDS  must  expand  other  ser- 
such  as  systems  integration.  "They 
little  systems-integration  image  in 
European  countries,"  he  says, 
boost  its  services  capabilities,  EDS 
tly  swallowed  one  of  Europe's  larg- 
>mputer-services  companies,  SD-Sci- 
for  $272  million,  giving  it  a  broad 
of  British  and  French  customers, 
challenge  now  will  be  to  centralize 
ol  over  Scicon,  a  $400  million  corn- 
without  losing  local  talent  or  cli- 
That  may  require  more  delicacy 
EDS  has  been  known  for. 
lile  the  company  now  usually  hires 
pean  managers,  its  early  Texas 
plants  sometimes  left  a  poor  im- 
ion.  One  British  executive  recalls 
dustry  luncheon  four  years  ago  at 
1  a  top  EDS  executive  was  a  speak- 
His  late  arrival  by  helicopter 
ned  out  the  previous  speaker.  Then 
DS  man  left  abruptly,  not  bothering 
at  with  other  guests.  "They  wear 
'exas  boots  and  don't  care  where 
plant  them,"  says  the  British  exec, 
is  having  better  luck  at  projecting 
)d  image  back  home — especially  at 
it  GM.  Before  EDS,  "our  data  pro- 
ig  costs  were  going  up  about  16%  a 
In  the  last  four  years,  they've  been 
;o  down,"  says  Robert  J.  Schultz, 
ce-chairman.  Among  other  projects, 
5  working  on  a  computerized  prod- 
evelopment  system  for  GM,  de- 
d  to  get  cars  and  trucks  to  market 
er  and  cheaper. 

it's  just  the  kind  of  synergy  GM 
i  to  create  when  acquiring  EDS,  but 
■SO  an  example  of  the  reengineering 
promises  other  customers.  The  re- 
won't  be  known  for  several  years, 
f  it  can  pull  off  a  big  victory  in  its 
Dackyard,  EDS  may  finally  be  better 
n  than  what's-his-name. 

By  Wendy  Zellner  in  Dallas,  with 
than  Levine  in  Paris  and  David 
ruff  in  Detroit 


No   WONDER   it's  THE 
FASTEST-GROWING 
LIFE  INSURANCE 

COMPANY  IN  America/ 
Hartford  Life. 

In  these  uncertain  times, 
policyholders  and  investors  seek  financial  strength  and 

stability.  The  ITT  Hartford  Life  Insurance 
Companies  offer  a  conservative  investment  strategy  and 

a  181-year  tradition  of  strength  and  trust. 


'  Among  America's  top  50  life  insurance  companies 


ITT  HARTFORD 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


excess 

l\  OBSOLETE 


P.O.  Box  3021.  Glen  EUyn,  IL  60138 
Fax  (708)  690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


kjiou  processing 
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STARTUPS I 


BUT  CAN  IT  LEAP 
TALL  BUILDINGS? 


In  its  hat,  General  Magic  has  a  phone-pager-faxer-secretan'-in-one 


0  one  wants  to  talk  about  Gener- 
al Magic  Inc.  Not  the  founders. 
Not  the  investors.  Not  even  the 
company  spokeswoman  hired  last  Au- 
gust, presumably,  to  talk.  In  fact,  so 
hush-hush  are  the  goings-on  at  this  18- 
month-old  startup  that  Apple  Computer 
Inc.  Chaii-nian  John  Sculley,  whose  com- 
pany holds  a  20'"<  stake, 
sidesteps  questions  with 
this  whispered  response: 
"What's  General  Magic?" 

What,  indeed.  Despite 
the  company's  best  at- 
tempts to  keep  its  plans 
under  wraps,  word  is 
leaking.  And  so  far,  the 
early  word  is  good.  For 
one  thing,  there's  the  in- 
ti'iguing  array  of  inves- 
tors who  have  anted  up 
at  least  S22  million  to  fund 
General  Magic.  The  list  reads 
like  a  who's  who  in  technology 
Besides  Apple  and  some  big-name 
ex-Apple  executives,  there's  Japan's 
Sony  and  chipmaker  Motorola.  Xow.  in- 
vestors say.  American  Telephone  &  Tele- 
graph Co.  is  set  to  buy  a  stake.  The 
phone  giant,  of  course,  is  mum. 

What's  attracting  the  hea\y  hitters  is 
the  potential  in  General  Magic's  upcom- 
ing technologA".  Under  development,  in- 
vestors say,  is  a  prototype  handheld  ma- 
chine that  is  both  a  communications 
device  and  a  personal  organizer.  So  easy 
to  use  is  the  sofrwai-e,  insiders  say.  that 
its  screen  s\Tnbols  could  someday 
come  as  well-known  as  the 
layout  of  a  touch-tone  phone. 
"This  is  no  little  joke  compa- 
ny." says  Guy  Kawasaki,  an 
ex-Apple  software  executive. 
"This  one  is  a  big  deal." 
STELLAR  CAST.  Such  enthusi- 
asm could  be  misplaced  for  a 
startup  with  no  product,  no 
track  record,  and  designs  on 
a  market  that  hasn't  yet  ma- 
terialized. But  if  it  can  live  up 
to  the  hype.  General  Magic 
will  do  so  by  taking  a  differ- 
ent tack  from  other  Silicon 
Valley  startups.  It's  not  a 
hardware  maker  or  simply  a 
software  supplier.  Instead,  by 


mid-1993,  it  will  create  software  and  de- 
velop hardware  specifications,  then  li- 
cense the  technology"  to  its  investors  and 
possibly  others.  They  will  produce  the 
products.  Apple,  for  instance,  is  expect- 
ed to  use  the  General  Magic  software  in 


Investor/Amount 


TTTrToTTITTTT 


$10  million 


soar 

$5  million , 
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a  machine,  similar  to  the  prototype  now 
under  development,  that  acts  as  a  per- 
sonal organizer,  electronic-message  tak- 
er, and,  using  pen-sensitive  screens — like 
those  in  handwriting-recognition  comput- 
ers— a  note-taker.  Sony  Corp.  may  use 
the  software  to  simplify  hard-to-use 
products  such  as  videocas- 
sette  recordei-s.  At  the  heart 
A^lH  of  all  these  pi-oducts  will  be 
chips  made  by  Motorola  Inc. 
^^^^  and,  perhaps,  communications 
gear  from 

General  Magic's  roots  go 
back  to  Apple's  development 
labs.  There,  Marc  Porat.  head 
of  business  development  for 
Apple's  Advanced  Technology 
Group.  and  Bill  Atkinson,  a 
top  Apple  scientist,  hatched 
the  concept  of  a  unique,  palm- 
size  device  for  the  traveling 
executive.  They  envisioned  an 
under-Sl,000  machine  that 
could  send  and  receive  phone 


I 


Fo 


messages,  electronic  mail,  and  cellul; 
ti'ansmitted  faxes.  They  figured  the  n 
chine  could  be  a  big  hit.  But  in  191 
Apple  wasn't  so  sm-e.  "The  idea  vt 
endearing  but  did  not  make  a  lot 
sense,"  says  Jean-Louis  Gassee.  th 
head  of  Apple  engineering. 

So  with  Apple's  blessings  and  SIO  n 
lion  from  its  coffers.  Atkinson  and  Poi 
took  off.  They  recruited  Apple  vetera 
including  Andy  Hertzfeld.  a  key  develi 
er  of  the  ^lacintosh's  softsvare.  Th( 
days.  General  Magic  has  approximati 
40  employees, 

EDGY  RIVALS.  In  a  Crunch  year  for  co 
puter  makers.  General  Magic  is  li\T 
the  old  Silicon  Valley  dream.  Its  play 
Mountain  View  (Calif.)  offices  were  I 
out  by  Tom  Carlisle,  who  design 
Steven  P.  Jobs's  XeXT  he; 
quarters.  Furniture  is  splash 
with  the  reds,  blues,  a 
yellows  of  a  toddle 
blocks.  Conference  roo: 
have  such  names 
Abra,  short  for  abra 
-  dabra.  Employ 

--.^\  can    buy  Gene: 

Z' j  I         Magic  T-shirts.  t( 
/'  bags,  and  beach  tow 

at     the  compa 
store — all  of  it  emt 
zoned  with  the  Gene 
]^Iagic  logo,  a  magician's  top 
with  a  rabbit  popping  out.  Ther 
even  a  company  mascot:  Caged  undei 
desk  is  Bowser,  a  white  rabbit 

But  it  will  take  more  than  exuberai 
for  General  Magic  to  succeed.  Since 
kinson's  original  vision  of  the  hai 
held  device,  there  have  been  soi 
glitches  in  development.  And  m 
well-heeled  rivals  are  zeroing  in  on 
same  nascent  market.  Experts  say  si 
lar  devices  are  in  the  labs  at  Hewk 
Packard.  Japan's  Sharp,  and  at  McC 
Cellular  Communications,  which  is 
laborating  with  software  maker  Orac 
At  stake  is  the  computer  industr 
next  billion-dollar  market.  Sales  of  ha 
held  personal  organizers,  such  as 
Shai-p  Wizard,  and  of  palmtop  compB*WjgK 
ers,  such  as  HP's  95LX,  are  boomii 
Researcher  Link  Resources  figures 
market  reached  S3.53  million  in  l3 
sales  and  will  mushroom  to  SI, 2  bill 
by  1996.  "Someone  is  going  to  be  s 
cessful  on  the  scale  of  a  Nintendo."  si 
Roger  McNamee.  general  partner  in 
tegral  Capital  Partners,  a  Silicon  Val 
investm.ent  firm. 

General  Magic  and  its  star-stud( 
backers  figure  that  it  might  as  well 
them.  After  all,  they  have  the  peo{ 
connections,  and,  maybe,  a 
Now.  all  they  have  to  do 
rabbit  out  of  their  hat. 
By  Kathy  Rebello  in  Mountain  View, 
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INFORMATION  PROCEa 


SPECIAL  ADVERTISING  SECTION 


DIRECTORY 


Business  Week  is  proud  to  present  its  first-ever 
regional  Executive  Education  Directory. 

The  following  pages  contain  a  listing  of 
various  executive  education  programs,  tailored 
specifically  to  the  needs  of  active  executives 
who  wish  to  continue  their  educations  without 
slowing  down  their  careers. 

For  more  information  on  the  programs 
in  this  directory,  please  contact  the  school 
or  organization  listed  in  the  ad. 


PURDUE  UNIVERSITY 

A  National  Executive  Master's 
Degree  Program  at  Purdue 
University  for  Today's  and 
Tomorrow's  Managers 


:"he  Krannert  Graduate  School  of  Management  offers  a 
listinctive  graduate  level  education  program  for  profes- 
lionals  who  seek  to  earn  a  master's  degree  in  manage- 
nent  while  continuing  their  normal  job  responsibilities. 

On-campus  class  sessions  are  concentrated  into  six 
two-week  residential  periods  spread  over  22  months. 
Frequent  commuting  is  eliminated. 
Student-faculty  contact  is  maintained  between  ses- 
sions through  a  computerized  communications  link. 
Program  facilitates  relocation,  career  planning,  and 
work-related  travel. 


OR  COMPLETE  PROGRAM  INFORMATION  APPLICATION 
/lATERIALS,  CALL  OR  WRITE; 

Dr.  Martin  Rapisarda 
Crannert  Executive  Master's  Program 
'urdue  University 
/Vest  Lafayette,  IN  47907 
317)  494-7700 

\n  equal  access/equal  opportunity  university. 


AN  OKLAHOMA  CITY  UNIVERSITY 

MBA 

IS  CLOSER  THAN 
YOU  THINK 

m  Programs  in  Tulsa,  Oklahoma  City, 
Ardmore,  Shawnee  and  Lawton 

■  Accelerated,  10-week  classes 

■  Designed  for  busy  professionals 

■  Taught  by  OCU  resident  faculty 

■  On-Site  enrollment 


Class  schedules  printed  60  weeks 
in  advance 


CLASSES  BEGIN  EVERY  10  WEEKS 
CALL  1-800-633-7242  x5312 
OR  (405)  521-5312 


77» 
Cutting  Edge 


MBA 


INTEGRATED 
APPROACH 

Wendell  Roberts, 
Carollnas 
Medical  Center 

REAL  LIFE  ISSUES 

Gene  Bowen, 

Hoeclist- 

Celane$6 


UEENS 

Executive  MBA 
Builds 

Business  Leaders 


At  Queens  College,  our  Executive  MBA  Program  tieips 
buW  strong  tXBiness  leoders  ttirough  our  inrxjvottve  curriculum 
ond  distinguished  loculty  Here  are  ft>e  observatKXtt  o(  two 
full-time  executrves  in  ttveir  second  and  find  yeor 

the  other  f  MBA  programs  are  not  as  integrated  as  what 
Queens  has  to  offer  We  have  cases  that  make  you  use 
everything  -  from  accounting  to  marketing  to  operations  ■  and 
thats  the  way  real  lousiness  works  Within  three  months  of 
starting  the  program  I  was  able  to  practice  many  of  the 
techniques  I  had  learned ' 

'I  was  concerned  ttiat  the  program  wouia  toe  purely 
academic  Ihat  fear  fumed  out  to  Oe  ungrounded  toecause 
the  curriculum  and  sub/ect  matter  apply  directly  out  in  the 
fiekj  Ihese  are  real-life  issues  that  I  face  almost  every  day  The 
faculty  has  experience  in  the  Held  they  understand  whats 
going  on  in  the  real  world ' 

If  you  would  like  to  become  a  business  leoder  over  tfie 
next  two  years  without  disrupting  your  career,  conloct  Mortye 
Norman  at  (704)  ^37-2489  Becouse  at  Queens,  we  re  m  ttie 
business  ol  buMirig  leaders 


QUEENS  COLLEGE 


Queens  College  is  fulty  accredited  by  fA)e  Souttiem  Association  ol 
Colleges  and  SctKids. 
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EDITED  BY  AMY  DUNKIN 


Health 


CHOLESTEROL  MANAGEMENT 
FOR  ALL  SEASONS 


'i  'il 


For  San  Francisco  adver- 
tising executive  Fred 
Goldberg,  high  choles- 
terol is  an  occupational  haz- 
ard. Between  business  meals 
and  clients  that  include  Round 
Table  Pizza  and  Dreyer's 
Grand  Ice  Cream,  his  choles- 
terol level  hit  a  tower- 
ing 380  five  years  ago. 
and  it  still  routinely  hov- 
ers around  250.  To  com- 
pensate, the  SO-year-old 
adman  takes  two  differ- 
ent cholesterol-lowering 
drugs  a  day,  runs  three 
times  a  week,  and  often 
skips  meals.  "I'm  living 
proof,"  he  sighs,  "that  a 
pill  is  not  enough  for 
someone  who  started 
out  where  I  did." 

Alas.  Recent  publicity 
on  the  effectiveness  of 
Merck's  cholesterol-low- 
ering agent  Mevacor  in 
reversing  atherosclero- 
sis, a  leading  cause  of 
heart  disease,  was  great 
news  for  the  company. 
But  for  most  Ameri- 
cans, the  cholesterol  sto- 
ry hasn't  changec 
much. 

Drugs  such  as  Meva- 
cor, niacin,  and  Prava- 
chol,  a  new  agent  from 
Bristol-Myers  Squibb, 
have  been  proven  to 
work.  But  they  carry 
high  price  tags,  anc 
some  can  have  unpleas- 
ant side  effects.  And  un- 
less the  drugs  are 
paired  with  dietary 
changes,  their  effect  on 
cholesterol,  says  -Judith 
Levine,  consulting  nutri- 
tionist to  the  American 
Heart  Assn.  (AHAi,  "is 
like  bailing  water  out  of 
a  boat  with  a  hole  in  it." 

Studies  have  shown 
that  for  every  percent- 
age point  drop  in  your 
cholesterol,  vour  chance 


of  heart  disease  drops  two 
points.  While  doctors  are  still 
debating  some  fine  points  of 
cholesterol  management,  the 
essential  advice  is  to  lower 
your  fat  and  cholesterol  in- 
take. With  a  little  common 
sense  and  some  basic  informa- 


tion, you  can  get  through  the 
cholesterol-saturated  holidays 
and  on  to  a  healthier  heart. 

Your  battle  against  choles- 
terol starts  with  a  numbers 
game.  Learn  your  total  cho- 
lesterol count,  your  good-to- 
bad  cholesterol  ratio,  and  then 


a  new  way  of  evaluating 
healthiness  of  your  diet. 

First,  have  your  doc 
check  your  cholesterol  le 
In  families  with  a  historj 
heart  disease  (such  as  on( 
which  a  close  relative  un 
55  has  suffered  a  heart 
tack),  many  doctors 
even  young  child 
should  be  checked 
erwise,  establish  a  b; 
line  cholesterol  leve' 
about  age  25  with  s 
sequent  checks  dm 
annual  physical  exarp^  ^ 

GAME  PLAN.  Most 
tors  recommend  not 
ceeding  a  total  cho 
terol  level  of  200. 
your  total  cholestc 
level  includes  two  n 
parts,  so-called  hi 
densitv  and  low-den  aifss 


i  tfeai 


lipoproteins,  or  HDL 
LDL.  LDL  is  often  ca 
bad  cholesterol  beca 
it  leads  to  arterial  bi 
ups.  HDL  appears  to 
ry    cholesterol  a#C3toi 
from  arteries  to  the 
er  where  it  can  be  el 
nated.  E\idence  is  gr 
ing  that  raising 
levels  can  protect 
from  heart  attacks 
AHA  recommends 
your  LDL  level  not 
ceed  130,  with  a  co 
sponding  HDL  level  t 
falling   in   the  6( 
range.  Doctors  say  a 
ratio  of  HDL  to  LDl 
generally  acceptable. 
It's  important  to  t 
your  game  plan  for  ( 
trolling  cholesterol 
various  risk  factors 
your  total  cholestf 
level  is  over  240  and 
are  overweight,  a  sri 
er,  or  have  a  family 
tory  of  heart  dise; 
your  doctor  may 
you  on  medication 
mediately.   But  ni 


Kip;. 

MMT, 
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e,  even  those  with 
hy  cholesterol  levels, 
ire  advised  to  maintain  a 
it  and  cholesterol  diet. 
!re  is  a  fairly  short  list 
ids  so  high  in  cholesterol 
nost  doctors  recommend 
g  them  out  entirely:  egg 
organ  meats — such  as 
or  brains — and  most 
ish.  Also,  dairy  products 
leats  tend  to  be  high  in 
;terol,  and  cooking  foods 
)utter  should  be  avoided, 
■ts  recommend  consum- 

0  more  than  300  milli- 
s  a  day- — about  the 
ilent  of  one  egg  scram- 
n  one  pat  of  butter, 
called  saturated  fats 
blood  cholesterol  levels, 
nd  such  fats  are  found 
ith  plant  and  animal 

That's  one  reason  why 
3od  &  Drug  Administra- 
las  come  down  hard  on 

food  companies  who 
let  "no  cholesterol"  on 

for  baked  goods:  The 
cts  may  actually  contain 
levels  of  saturated  fats 

tropical  oils  such  as 
or  coconut. 

tritionists  recommend 
''ou  limit  your  saturated 
take  as  much  as  possi- 
n  cooking,  you  can  do 
by  swapping  saturated 
for  unsaturated  fats, 
as  that  contained  in 
safflower,  canola,  olive, 
mut  oil.  In  addition,  re- 
indings  show  that  by  us- 
onounsaturated  fats,  in- 
g  olive  and  canola  oil, 
lay  help  lower  total  cho- 
•ol  without  lowering 
HDL. 

ON  FAT.  But  here's  the 
3eart  disease  is  not  the 
)yproduct  of  a  fatty  diet, 
ilso  been  implicated  in 
n  kinds  of  cancer.  Thus, 
;an't  just  eat  unlimited 
nts  of  unsaturated  fats, 
diet  plans  such  as  Priti- 
ecommend  that  fat  not 
•ise  more  than  10%  of 

total  caloric  intake, 
while,  the  aha  and  oth- 
ly  at  minimum  limit  fat 
;  to  30'a  . 

educate  yourself  about 
)ods  you  eat,  turn  to  nu- 

1  books  and  healthful 
)ooks  to  find  calorie 
s,  cholesterol  and  fat 
nts  listed  by  grams  and 


WAYS  TO  HELP  YOUR 
HEART  DURING  THE  HOLIDAYS 


IKnow  your  cholesterol  level:  Your  total  cholesterol  should  not  ex- 
ceed 200;  your  LDL,  or  bad  cholesterol,  should  not  exceed  130 

2 Try  to  exercise  at  least  90  minutes  a  week  to  lower  total  choles- 
terol but  raise  good  HDL  cholesterol  levels 

3 Eliminate  high-cholesterol  foods  such  as  eggs,  shellfish,  and  or- 
gan meats,  but  also  pay  attention  to  your  fat  intake  as  a  per- 
centage of  total  calories.  It  should  not  exceed  30% 

4 Save  high-fat  or  high-cholesterol  foods  you  love  for  special  oc- 
casions; then,  take  smaller  portions  of  offenders  and  double  up 
on  salads  and  low-fat  foods 

5 If  you  cook,  cut  back  on  all  oils,  especially  saturated  fats,  such 
as  butter.  Try  to  use  monounsaturated  fats  such  as  olive,  pea- 
nut, and  canola  oil,  which  appear  to  raise  good  cholesterol  levels 

DATA:  AMERICAN  HEART  ASSN  ,  BW 

THE  FAT  FROM  SAUCE  TO  NUTS 

FATS'  SHARE  OF  TOTAL  CALORIES: 


CRANBERRY 
SAUCE 

0% 


EGGNOG 

42% 


TURKEY 

White  meat  20% 
White  meat  with  skin  35 
Dork  meat  30 
Dork  meat  with  skin  50 


PUMPKIN  PIE  48% 


STUFFING 
WITH 
GRAVY 

No  sausage 
or  oyster 
27% 


NUTS  75% 


TARGET  FOR  TOTAL  FAT  INTAKE:  30% 

DATA:  AMERIUN  HEART  ASSN.,  fOOD  WlUfS  Of  PORTIONS  mmm  USfO 


breakdowns  of  saturated  and 
unsaturated  fat.  One  sugges- 
tion: The  Chez  Eddy  Living 
Heart  Cookbook  ($25;  Pren- 
tice Hall),  compiled  by  the 
doctors  and  staff  of  a  gour- 
met restaurant  in  Houston's 
Methodist  Hospital.  You  can 
calculate  fat  as  a  percentage 
of  total  calories  by  multiply- 
ing the  grams  of  fat  times  9 
and  dividing  by  the  number  of 
calories.  If  fat  accounts  for 


more  than  W  <  of  total  calo- 
ries, go  easy  on  that  particu- 
lar food,  or  compensate  by 
eating  other  very  low-fat 
foods  that  day.  Regulators 
also  are  pushing  foodmakers 
to  provide  better  fat  content 
indicators  on  food  labels. 

Year-round  adherence  to  a 
good  diet  is  the  key — not  a 
Scrooge-like  posture  during 
the  holidays.  Advises  Levine: 
"There  are  10  holidays  from 


Halloween  to  Super  Bowl 
Sunday.  It's  not  10  days  out., 
of  90  that  give  you  trouble. 
Eat  what  you  like  on  the  holi- 
days, but  take  smaller  por- 
tions." Skip  the  turkey  skin. 
Take  twice  the  salad  and  half 
the  stuffing.  But  take  a  sip  or 
two  of  eggnog  if  you  want  to. 

If  you  are  preparing  meals, 
follow  the  example  of  entre- 
preneur Judy  O'Shea,  46,  co- 
founder  of  Cholestech,  a  Hay- 
ward  (Calif.)  company  trying 
to  develop  better  cholesterol 
tests  and  treatments.  O'Shea 
roasts  her  turkeys  with  the 
skin  off.  She  cooks  the  stuff- 
ing separately  and  puts  only  a 
small  pat  of  butter  in  it.  She 
uses  monounsaturated  oils. 
And  her  husband  and  seven 
kids  don't  complain:  Her  fam- 
ous holiday  dessert,  meringue 
smothered  in  raspberries  (mi- 
nuscule fat  and  cholesterol), 
disappears  in  a  twinkle. 

Diet  is  the  single  most  im- 
portant factor  in  lowering 
cholesterol,  but  recent  studies 
have  reinforced  the  impor- 
tance of  exercise,  too.  Com- 
bining 90  minutes  of  aerobic 
exercise  per  week  with  di- 
etary changes  has  been  found 
to  raise  HDL  levels  while  low- 
ering total  cholesterol. 
GENE  THERAPY?  The  jury's 
still  out  on  alcohol,  although 
many  doctors  believe  a  glass 
of  red  wine  a  day  may  in  fact 
raise  HDL  levels.  But  beware 
of  faddish  solutions.  "You 
can't  have  your  steak  and  eat 
it,  too,"  warns  Cardiologist 
Thomas  Bersot  of  the  Univer- 
sity of  California  at  San  Fran- 
cisco's Gladstone  Foundation 
Laboratories.  "Focusing  on 
drinking  wine  or  oat  bran 
takes  away  from  the  central 
message  of  lowering  fat,  es- 
pecially saturated  fat." 

Researchers  are  still  un- 
locking clues  to  the  cholester- 
ol puzzle.  Some  scientists  be- 
lieve doctors  may  someday  be 
able  to  insert  genes  in  people 
to  counteract  genetically  in- 
herited cholesterol  problems. 
But  in  the  meantime,  get  your 
cholesterol  checked.  Educate 
yourself  about  the  fat  content 
of  the  foods  you  eat.  Maintain 
an  exercise  regimen.  And  if 
your  numbers  are  still  high, 
for  heaven's  sake,  stay  out  of 
advertising.      Joan  Hamilton 
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Autos 


A  CADDY 

THAT  CAN  COMPETE 


Iver  since  I  saw  a  proto- 
type of  the  1992  Cadillac 
I  Seville  at  the  Los  Ange- 
les Auto  Show  last  January, 
I've  been  itching  to  drive  that 
car.  Even  then,  from  its  svelte 
good  looks  and  toned-down  in- 
terior, it  seemed  that  an 
American  company  had  final- 


ly come  up  with  the  right  for- 
mula to  compete  with  the  Jap- 
anese. That's  especially 
important  for  Cadillacs,  as 
Lexus  and  Infiniti  have  used 
sophisticated  styling  and 
down-to-earth  practicality  to 
steal  away  sales. 

Fm  happy  to  report  that  the 


jjroduction  version  comes  tan- 
talizingly  close  to  expecta- 
tions. The  styling  is  subtle, 
with  softer  angles  that  look 
like  no  Cadillac  you've  ever 
seen.  And  Cadillac  has 
stripped  off  the  glitz  for  the 
upscale  ST.S — or  Seville  Tour- 
ing Sedan — as  well.  The  grille 
is  the  same  color  as  the  car's 
body  instead  of  being  chrome, 
the  window  moldings  are 
black,  and  the  stand-up  Cadil- 
lac hood  ornament  has  been 
rendered  in  pewter  and  moved 
down  to  a  more  inconspicuous 
station  on  the  grille. 

Cadillac  has  downplayed 
the  technogadgets  that 
plague  most  American  cars. 
Instead,  the  curvaceous  dash 
encloses  traditional  analog  di- 
als for  speed,  rf^m,  and  fuel. 
What  few  digital  displays  re- 
main— the  outside  tempera- 
ture, for  one — can  be  extin- 
guished at  the  touch  of  a 
button.  Best  of  all,  a  mechani- 
cal click  has  replaced  the  an- 
noying turn-signal  chime. 
POISED.  Sure,  all  the  high-tech 
features  you'd  expect  in  a 
$38,000  luxury  car  are  there. 
Leather  seats  are  wide  and 
perforated,  with  good  lateral 


support  and  an  inflatable  1 
bar  support  that  can 
moved  up  and  down  to  fit 
height  of  the  driver. 

Where  the  STS  comes  u 
tad  short  is  in  driveability 
years  past,  Cadillac  outfi 
the  basic  Seville  with  the 
low-soft  ride  its  traditit 
customers  demanded 
gave  the  sportier  STS  a  s 
taut  suspension.  Now,  C; 
lac  engineers  are  trying 
strike  a  compromise  for 
STS  with  a  computer-( 
trolled  ride  that  tries  to  m; 
driving  conditions. 

The  suspension  shifts  tc 
firm  setting  at  free\ 
speeds,  as  well  as  during 
gressive  cornering  and  b 
ing,  where  it  does  an  adrr 
ble  job  of  taming  body 
But  for  around-town  cruis 
when  it  locks  into  the  com 
mode,  handling  feels  squi; 

So  far,  Cadillac  is  limi 
production  to  ensure  qua 
Once  at  dealerships,  the 
villes  are  going  fast.  . 
they're  doing  the  job 
Cadillac  intended — lurin 
younger,  import-consci 
buyer  back  into  the  U.  S. 
ury  fold.       Lamj  A  mist 


With  interest  rates  on 
U.  S.  CDS  and  bonds 
continuing  to  slide,  some  in- 
vestors are  doing  more  than 
look  enviously  at  countries 
where  rates  run  higher  by 
50%  or  more.  By  putting 
their  dollars  into  a  growing 
number  of  income  funds  that 
invest  in  short-term  instru- 
ments in  Europe  and  else- 
where, they're  aiming  for 
yields  of  87f  and  better. 

That  kind  of  potential  at- 
tracted $140  million  to  Fideli- 
ty's new  Short-Term  World 
Income  Fund  in  just  the  past 
two  months.  A  similar  Scud- 
der  fund  begun  last  March 
has  ballooned  to  about  $280 
million,  and  one  that  Blan- 
chard  started  in  January  has 
hit  the  $1  billion  mark.  Inves- 
tors in  such  funds  look  for 
higher  yields,  and  perhaps  a 
boost  from  a  weakening  dol- 
lar. "These  are  good  invest- 
ments right  now,"  says  Wal- 
ter Frank  at  IBC/Donoghue, 
which  tracks  fund  perfor- 
mance. "And  they  should  be 


Smart  Money 

HOPPING  A  FUND 

TO  LANDS  OF  HIGHER  YIELDS 


good  for  the  next  several 
months — until  U.  S.  interest 
rates  head  up  and  rates  over- 
seas start  coming  down." 

RISKY   RATES.   Most    of  the 

new  funds  are  no-load,  un- 
like the  pioneering  Alliance 
Short-Term  Multi-Market 
Trust,  which  has  grown  to  $7 
billion  since  1989,  or  Merrill 
Lynch's  $6  billion  Short- 
Term  Global  Income  Fund 


REACHING  FOR 
RICHES  ABROAD 


Fund 

Yield 

Minimum 

Average 

Percent 

investment 

maturity 

BIANCHARD  9.4 

$3,000 

29  mos. 

riDEllTY 

8.0* 

2,500 

13  mos. 

SCUDDER 

9.7 

1,000 

16  mos. 

*  In  fund's  first  two  months 


began  a  year  later.  While 
some  of  the  funds  let  you 
write  checks,  as  you  can 
with  a  money-market  fund, 
they  lack  a  money-market 
fund's  safety  because  they 
involve  both  interest-rate  and 
currency  fluctuations. 

The  funds  try  to  minimize 
interest-rate  risk  by  sticking 
to  short-term  investments, 
nothing  more  than  three 
years  and  usually  consid- 
erably less  (table).  But  a 
more  important  safe- 
guard is  the  portfolio 
mix.  Funds  heavily  in- 
vested in  countries  such 
as  Australia  and  New 
Zealand  whose  curren- 
cies are  likely  to  weaken 
against  the  dollar,  are 
probably  not  good  bets. 


Most  funds  try  to  redi 
risk  caused  by  currency  fl 
tuations  with  some  comp 
hedging  strategies  and  by 
versifying  their  portfol 
widely.  For  example,  wl 
Finland  recently  devalued 
currency  by  about  1 
against  the  dollar,  it  affec 
Scudder's  Short  Term  Glo 
Income  Fund,  where  Finn 
instruments  make  up  7% 
its  portfolio.  But  Portfc 
Manager  Adam  Gresl 
points  out  that  15%  is  in  U 
instruments,  12%  in  D 
mark's,  11%  in  Mexico's,  £ 
so  on:  "All  in  all,  we're  in 
countries  and  9  different  c 
rencies,  so  the  $12  sh; 
price  dropped  only  about  7 

So  if  you  hop  on  a  fund 
richer  returns  overse 
don't  get  rattled  by  the  d£ 
headline  from  any  one  co 
try.  But  keep  one  eye 
month-by-month  moves 
the  share  price,  the  other 
the  width  of  the  gap  betw( 
interest  rates  at  home  £ 
abroad.  Don  Di{ 
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You're  not  about  to  wear  your  financial  savvy  and  stability  on  your  sleeve. 

There  are  other  places. 


The  Card. 
The  American  Express"  Card. 


BORDER  CROSSINGS:  RUNS  LEAD  DOWN 
(KTO  FRANCE  AND  SWrTZERLAND 


Travel 


SKI  TRAILS  LESS  TRAVELED: 
ITALY'S  VALLE  D'AOSTA 


If  you  want  to  ski  in  the 
Alps  and  avoid  the  mad- 
ness of  the  1992  Winter 
Olympics,  in  Albertville. 
France,  consider  the  Valle 
d"Aosta  in  Italy's  northwest 
comer.  Largely  French-speak- 
ing, this  vrine-  and  cheese-pro- 
ducing region  has  world-class 
ski  resorts  on  some  of  Eu- 
rope's highest  mountains. 

The  Valle  d'Aosta  is  rich  in 
historical  and  cultural  anrac- 
tions,  too.  You  can  see  the  re 
mains  of  Roman  aqueducts, 
and  throughout  the  region, 
medieval  castles  and  monas- 
teries perch  on  the  hills.  Many 
of  these  sites,  such  as  the  cas- 
tles of  Fenis.  Araia- 
\"illes.  and  Issogne. 
are  open  to  \isitors. 
For  an  exti-a  diver- 
sion, you  can  go  t': 
Europe's  largest  cl. 
sino  in  St.  Vincent 
Valle  d'Aosta  a;- 
stands  out  for  r. - 
hearty  cuisine.  T;.- 
high  slopes  producr 
a  small  but  fine  se- 
lection of  wines.  The 
pungent  local  Fonti- 
na  cheese  appears 
on  rice  and  potato  gnocchi,  in 
soups,  and  in  fondue.  Soups 
such  as  bagna  cauda  are  sea- 
soned with  mountain  herbs 
and  flowers.  Prosciuno  lovers 
should  tr>"  mocetta.  a  salt- 
cured  meat  made  from  cham- 
ois, a  goatlike  antelope.  .After 
the  meal,  sip  grappa  flavored 
with  fruits  and  herbs. 
Cervinia.  the  largest  resort. 


has  a  dizzying  choice  of  down- 
hill trails  at  the  foot  of  the 
Matterhorn.  Modern  lifts, 
such  as  a  new  cable  car  that 
carries  140  people  per  cabin, 
have  done  away  with  lines. 
Xinet\"  miles  of  trails  include 
a  14-mile  ski  from  the  Plateau 
Rosa  down  to  the  next  \illage, 
Valtournanche.  where  a  gon- 
dola will  take  you  back  up. 

For  an  extra  §21  with  your 
Ceninia  ski  pass  (-530  for  one 
day:  -5150  for  six  days),  you 
can  ski  over  the  Swiss  border 
to  Zermatt.  where  cars  are 
banned.  Closer  to  Ceninia.  a 
town  of  modem  buildings,  lies 
the  secluded  tillage  of  Ch&r..- 


APRES-SKI:  ST.  VINCENT  S  CASINO  tS  EUROPE'S  BtGCEST 


u;.s.  I'atmg  iroiyj  the  Miadlc 
Ages,  this  cluster  of  chalets 
and  churches  can  be  reached 
only  by  cable  car.  From  here 
you  can  ski  to  \'altouraanche 
and  back  to  Ceninia. 

Among  the  wide  choice  of 
hotels,  one  of  the  most  ro- 
mantic is  Les  Neiges  d'Antan, 
a  2S-room  rustic  chalet  on  a 
pinnacle  nvo  miles  from  Cer- 


\inia's  busy  center.  A  double 
room  Avithout  meals  costs  $74 
a  night. 

Courmayeur  offers  80  miles 
of  sld  trails  at  the  foot  of 
Mont  Blanc.  Europe's  highest 
peak.  In  spring,  if  you're  an 
expen  skier,  hii-e  a  guide  for 
the  11-mile  run  along  the  gla- 
ciers of  the  Vallee  Blanche  to 
Chamonix  in  France.  For  the 
less  experienced,  there's  a 
cable  car  to  Chamonix.  Or 
you  might  drive  10  miles  to 
Italy's  La  Thuile,  where  a 
S30  day  pass  gives  you  83 
miles  of  cross-border  trails 
with  La  Rosiere  in  France- 
LESS  GLITZ.  Courmayeur 
has  some  of  the  best  hos- 
telries  and  restaurants  in 
the  vallev.  Tn-  the  elegant 
Hotel  Pa\illon  (S1T9.  double  i 
or  the  small  Palace  Bron  (SI 60 
to  S235).  with  its  first-rate  res- 
taurant. In  the  nearby  ginger- 
bread village  of  Entreves. 

taste  regional  dishes 
at  La  liaison  de  Fi- 
lippo.  The  locals  pre- 
fer to  eat  at  the  Ai-- 
niandina  trattoria  in 
:he  hamlet  of  La  Pa- 
iud  and  to  meet  for 
coffee  at  Courma- 
yeur's  Caffe  della 
Posta  in  Via  Roma. 
Italiatour  (800  237- 
0-517).  Alitalia's  tour 
operator,  offers  one- 
week  packages  to 
Courmayeur  and 
fromi  the  U.  S.  for 


where,  imtil  \\'oria  V\'ar  II 
aly's  royal  family  stayed 
hunting  expeditions. 

For  a  more  intimate  a 
sphere,  there's  Notre  Mai; 
a  chalet  with  only  10  roi 
(S73  to  -S8-5  per  person, 
full  board).  Lou  Ressi^ 
Cogne's  top  restaur; 
sen'es  an  array  of  dis 
made  with  Fontina  cheese 


ing:  If  you're  with  a  gn 
drink  from  the  after- 
coppa  delVamicizia,  a 
ered  wooden  "friendship 
with  multiple  spouts, 
with  coffee,  sugar,  graj. 
and  orange  or  lemon  peel 
you're  alone,  it's  worth 
friending  the  folks  at  the  i 
table.  Sabrrna  K\ 


Lc-mma 
-§1.3-50  to  -SI. 900. 

Cross-country  skiers  and 
those  who  don't  like  the  mink- 
and-Mercedes  crowd  would  do 
better  at  the  less  glitzy 
Cogne.  a  medieval  \illage  in- 
side Gran  Paradiso  National 
Park.  One  of  Cogne's  great 
attractions  is  the  Hotel  Belle 
vue  (§130  to  S160,  double). 


Worth  Noting 

■  RECYCLED  BUYS.  The  Buy 

cycled  Paper  Products  Gt 
(16  pages)  gives  informa  5311 
about  recycled-paper  pi  Vs-.'i^ 
ucts,  vendors,  and  office^  Eii|t;p). 
chasing  policies.  Write  jti^jj 
National  Office  Paper  R 
cling  Project,  1620  Eye 
N.  W.,  4th  floor,  Washing 
D.  C.  20006. 

■  EXPORT  AID.  The  Export 

portuniu"   Hotline  (800 
72:32:  223-1104  in  Washing 
D.  C.)  offers  guidance 
data  senices  to  small  coi 
nies  new  to  exporting. 


■  4 
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10  BUILDTHE  COUNTRY'S 
BEST  EDUCATED  WORK 
ORCE,YOU  HAVE  TO  START 
AT  THE  BEGINNING. 


It's  easy  to  see  why  Fairfax 
nty  public  schools  are  considered 
ng  die  best  in  the  country  Over  half 
idults  who  live  here  are  college 
uates.  More  dian  20,000  hold  Ph.D.s. 

They  insist  that  die  public 
)ols  prepare  their  children  for  life, 
they  mean  business. 

That's  why  the  elementary 
)ols  offer  a  Japanese  immersion 
jram.  The  goal  is  to  make  students 
it  in  Japanese  by  junior  high, 
by  adulthood,  more  competitive 
orld  trade. 

Tliat's  why  the  TTiomas  Jeffer- 


son High  School  for  Science  and  Tech-  \~. 
nology  has  worked  to  become 
one  of  the  leading  math  and  science 
magnet  schools  in  the  country. 

That's  why  companies  like 
TRW  Mobil,  and  Electronic  Data  Sys- 
tems actively  participate  in  the 
school-business  partnership  program. 

Tliaf  s  why  85*  of  our  high 
school  seniors  take  the  SATs.  And  why 
over  90*  of  our  graduates  go  on  to  some 
form  of  higher  education. 

Want  to  learn  more?  Call  us  or 
send  in  the  coupon. 

You're  in  for  an  education.  L 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
ritle_ 


Company  _ 
Address 

City  

Phone  


State 


_Zip_ 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard.  Suite  450.  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 
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Evolution.  *^ 


Telecommunications  and  cliange  are 
syncniymoLis.  Regulations.  New  services. 
Increased  competition.  GUal 
opportunities. 

At  DRI/McGraw  -I  I  ill,  we  provide  infor- 
mation consulting  and  operational  analy- 
ses to  Kelp  you  tvuTi  tkis  constant  criange 
into  opportunity.  We  work  witli  you  to 
evaluate  fluctuating  marl?et  dynamics  and 
gloLal  developments.  And,  we  listen  to  you 
and  assess  tlie  impact  of  government 
regiJations  on  your  tusiness. 

DRI  kelps  industry  executives  and  govern- 
ment pokey  makers  determine  kow  tkis 
evolution  will  affect  kottom  line  results  and 
tke  economy  as  a  wkole. 

At  DRI/McGmw-Hill,  we  kek  eve 
in  providing  concise  answers  to  real 
proklems— solutions  tkat  keep  you  akead 
of  ckanging  times. 

Expert  information  and  analysis  from 
DRI/McG  raw-Hill.  Tke  clear  patk  to 
direct  action. 

To  discuss  kow  DRI 
can  assist  you,  contact 
Francis  J.  Cronin, 
Senior  Vice  President, 

at  617-860-6997. 


DRI /McGraw-Hill 

(jlotHtl  Infomutthm  for  Executive  Deciswns^^ 


SOME  DAY,  ONE  OF 
US  MAY  NEED  THE 
LATEST  MEDICAL 
INFORMATION, 

Robust  and  carefree  today,  we  seldom 
think  about  the  time  when  we  or  a  loved 
one  will  face  a  health  problem. 

•"My  eight-year-old  has  been  diagnosed  as 
'hyperactive.'  Our  pediatrician  wants  to  put 
her  on  the  drug  Ritalin.  Please  send  me  infor- 
mation on  Ritalin  and  ADHD  Disorder. " 

•7  have  rheumatoid  arthritis.  Before  I'm 
told  /  will  need  more  joints  in  my  body 
replaced,  can  you  find  any  work  being  done  on 
synthetic  tendons?" 

*"What  does  the  literature  say  about  cataract 
extraction  for  an  individual  who  has  macular 
degeneration?" 

These  are  typical  questions  phoned  to 
the  Medical  Information  Service.  Now 
accessible  to  every  one  is  information 
selected  and  abstracted  from  more  than 
5,000  medical  articles  written  every  day  in 
3,500  journals.  They  contain  the  facts  to 
help  you  make  intelligent  decisions  about 
your  health,  or  the  health  of  your  children, 
spouse,  parents,  friends,  employees. 

In  this  age  of  information,  you  deserve 
unbiased,  current  medical  information 
...your  second  opinion,  from  the  world's 
experts.  For  a  nominal  charge,  the  Medical 
Information  Service  assembles  summaries 
and  references  for  the  medical  subject  you 
specify  to  us  by  phone. ..mailed  to  you 
within  24  hours. 

If  you  need  us  now,  or  want  details  on 
file  for  the  day  you'll  seek  that  intellectual 
control  of  a  health  problem,  call: 

MEDICAL 

INFORMATION 

SERVICE 

PHONE  1-800-999-1999 

Medical  Information  Service  is  a  part  of  the 
Palo  Alto  Medical  Foundation,  a  non-profit 
organization  founded  60  years  ago,  dedicated 
to  medical  research,  education  and  patient  care. 
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lex  to  Companies 

lex  gives  the  starting  page  for  a  story  or  feo- 
th  a  significant  reference  to  o  company.  Most 
3ries  are  indexed  under  their  own  names, 
nies  listed  only  in  tables  are  not  included. 
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U  S  Steel 
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^1  in 

27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  Annerican 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


0 

cialition  for  Literacy 
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Serious  Business 


American  enterj^rise  goes 
into  action  in  two  special 
sections  from  The  PGA 
TOUR  and  Business  Week. 


Look  what  s  coming  up.  Golf. 
Golf  continues  to  Ije  the  up-and- 
coming  American  sport  with: 

■  More  events 

■  Recorrl  purses 

■  Record  donations  to  charity 

■  More  hours  of  TV  coverage 

■  Increased  corporate  sponsorship 

This  is  good  news  for  business.  No  other  sport 
works  so  well  with  the  corporate  community. 

As  surely  as  golf  goes  with  business,  your  com- 
panv  belongs  in  the  pages  of  Business  Week  s 
PGA  TOUR  special  advertising  sections. 


The  1992  Senior 
Tour  Journal 

Issue  date:  February  10,  1992 
Closing  date:  December  23,  1991 


The  Business  of  the 
PGA  Tour 

Issue  date:  May  4,  1992 
Closing  date:  March  16,  1992 


■  Introduced  by  golf  VIPs. 

■  Written  by  seasoned  golf 
journalists. 

■  Filled  with  four-color 
photographs  of  the  players, 
the  courses  and  the  events. 


These  sections  will  have 
souvenir  status  for  a  broad 
cross-section  Business 
Week  readers  -  a  manage- 
rial audience  90%  unduplicated  in  the 
leading  golf  magazines. 


For  additional 
information  contact: 


Larry  Kossack 
Business  Week 
Golf  Projects  Director 
312-616-3306 


BusinessWeek 
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Reading 

S&P  500  26-week  moving  average  384.4  384.5  Negative 

Stocks  above  26-week  moving  average           38.9%              42.9%  Neutral 

Speculative  sentiment:  Put/call  ratio                0  47                 0.43  Positive 

Insider  sentiment;  Vickers  sell/buy  ratio            2  07                  2.12  Neutral 
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U.  S.  stocks 
$11,876 

-0.80% 


Foreign  stocks 
$11682 

-0.63% 


Ti'easury  bonds 
$11,550 

+  1.21% 


Money  market  fund 
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+  1.09% 
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NEW  MORGAN, 
OLD  VERITIES 


B 


anks  occupy  a  special  place  in  our  financial  system. 
Though  owned  by  shareholders,  they  are  quasi-gov- 
ernmental institutions  that  receive  a  variety  of  gov- 
ernment subsidies.  When  they  take  risks,  taxi^ayers  as  well 
as  shareholders  are  on  the  line,  along  with  depositors'  funds. 
As  a  result,  banks  have  special  responsibilities  to  behave 
prudently— which  is  just  what  many  did  not  do  during  the 
past  decade  of  wretched  financial  excess. 

One  that  did  behave  is  J.  P.  Morgan  &  Co.,  helping  it  be- 
come the  most  profitable  major  bank  in  the  U.  S.,  whether 
measured  in  terms  of  absolute  dollars  or  return  on  equity 
(page  64).  Morgan's  record  is  not  unblemished:  Like  most 
major  banks,  it  lent  billions  of  dollars  to  less  developed 
countries  during  the  1970s  and  early  1980s  that  it  never  got 
back.  But  Morgan  learned  from  that  debacle.  While  com- 
petitors rushed  into  high-risk  real  estate  and  leveraged- 
buyout  lending  during  the  latter  part  of  the  1980s,  Morgan, 
then  shifting  resources  away  fi'om  lending  anyway,  stayed  on 
the  sidelines. 

More  generally,  Morgan  has  stubbornly  resisted  fads  that 
afflict  the  world  of  finance  and  has  stuck  to  old-style  cor- 
porate verities.  The  bank  stresses  tradition  and  teamwork. 
It  works  hard  to  maintain  a  strong  capital  base  and  its 
vaunted  AAA  credit  rating.  It  takes  a  long-term  approach  to 
strategy:  Morgan  has  spent  the  lietter  part  of  a  decade 
methodically  transforming  itself  from  a  loan-dependent  com- 
mercial Ijank  into  a  fee-generating  Euro-style  "universal" 
bank  with  capabilities  in  all  major  facets  of  finance.  Pursuing 
that  strategy  at  times  hurt  the  bank's  short-term  earnings, 
but  despite  second  thoughts  among  some  executives,  it  per- 
severed. Thus  it  was  less  damaged  by  the  corporate  move 
away  from  iiank  borrowing  than  many  of  its  competitors. 
Finally,  Morgan  is  unusually  sensitive  to  the  needs  of  its  em- 
ployees. Rather  than  routinely  recruiting  from  the  outside, 
it  fills  most  openings  from  within  the  bank. 

Of  course,  it's  easier  for  a  bank  with  $102. (i  billion  in  as- 
sets and  the  name  of  J.  P.  Morgan  to  accomplish  all  of  this. 
Yet  franchises  are  not  indestructible.  In  an  industry  lit- 
tered with  horror  stories,  Morgan's  chief  accomplishment  is 
to  serve  as  a  useful  template  of  financial  jirudence  and 
long-range  planning  for  its  industry. 


LEARNING  TO  LIVE 
WITH  SUPEREUROPE 


espite  all  the  doubters,  Europe  agreed  at  Maastricht, 
the  Netherlands,  to  adopt  a  single  currency  by  Jan. 
1,  1999.  The  Eui-opean  Currency  Unit,  or  ECU  as  it 
will  be  known  until  a  new  name  is  adopted,  seems  sure  to 
be  firmly  rooted  in  low  inflation  and  small  budget  deficits. 
Foreigners,  once  eager  to  hold  dollars  and  buy  dollar  debt, 
will  have  an  alternate— and  potentially  more  attractive- 


place  to  invest  their  cash.  Anticipation  of  the  common 
rency's  arrival  will  also  give  a  fillip  to  EC92,  the  Eurod 
Community's  program  to  eliminate  internal  trade  bamerJ 
the  end  of  next  year.  Both  developments  give  the  l] 
food  for  thought  (page  40). 

The  ECU  won't  dethrone  the  greenback  overnight.  Buj 
attractive  alternative  to  the  dollar,  which  hasn't  exiJ 
since  sterling  folded  in  the  late  '70s,  will  make  it  harder  d 
time  for  the  U.  S.  to  run  up  huge  federal  deficits  financed 
foreign  capital.  Then,  too,  a  stronger  integration  of  Eurcl 
industrial  and  commercial  economy  risks  putting  the  ll 
further  out  on  a  trade  limb.  Many  European  countries 
ready  do  more  than  half  their  trade  with  neighborJ 
Europe.  Three-quarters  of  German  foreign  trade,  for| 
stance,  is  with  other  West  Eui'opean  nations.  A  common 
rency  will  lift  those  ratios  even  higher  and  inci'ease  Eurc| 
clout  in  trade  talks. 

The  temptation,  particularly  on  Capitol  Hill,  will  hi 
read  all  this  as  auguring  an  inexorable  move  to  Fortj 
Europe.  Congress  should  resist  the  urge  to  respond| 
building  walls  around  a  Fortress  North  America  or 
Fortress  Western  Hemisphere.  The  U.  S.  rightly  insists 
the  EC  must  open  its  highly  protected  market  for  f| 
products.  The  way  to  achieve  this  is  by  negotiation  inf 
General  Agreement  on  Tariffs  &  Ti'ade  and  other  forur 
not  by  shouting  "foul!"  through  a  bullhorn  as  a  prelimir 
to  peremjrtory  demands.  More  than  ever,  as  Europe  cre\ 
a  formidal)le  economic  union,  the  U.  S.  needs  it  as  a 
ner— not  an  adversary  in  trade  wars. 


CADDY  ROARS  ONTO 
THE  RIGHT  TRACK 


4 


In  these  days  of  dismal  car  sales,  off  8%  since  their  p 
in  July,  one  U.  S.  auto  maker  faces  an  enviable  probl 
Orders  for  Cadillac's  new  Seville  sedan  outstrip 
General  Motors  Corp.  division's  ability  to  make  them, 
long  last,  it  seems,  Motown  has  designed  a  car  that  co; 
close  to  competing  with  Europe's  and  Japan's  best. 

More  important,  the  customer  waiting  list  sugg( 
Cadillac's  arduous  struggle  to  remake  itself  during  the  li 
is  paying  off.  The  Seville  is  the  first  all-new  Cadillac 
signed  by  a  close-knit  team  of  suppliers,  assembly  work 
marketers,  and  engineers.  It's  a  technique  Japanese  c 
petitors  have  employed  successfully  for  years,  and 
Detroit  still  is  struggling  to  adopt.  The  result  is  a  sle( 
styled  auto  designed  to  appeal  to  the  international  ta;  * 't^ 
Detroit  has  chronically  ignored  (page  98).  And  it's  it 
agile  than  the  outsized  land  yachts  of  yore. 

Of  course,  it  will  take  several  years  of  hard  driving  be 
we  know  if  the  Seville  can  match  the  enviable  durabilii  io 
some  of  its  competitors.  But  Cadillac  clearly  has  its  priorii 
straight:  Instead  of  furiously  cranking  out  cars  to  meet 
mand,  it's  holding  back  to  assure  good  quality  while  itji 
bugs  the  Seville's  new  assembly  line.  That  kind  of  long-t 
thinking  could  finally  help  Detroit  stem  the  flow  from  Jaj 
to  America  of  the  cars  and  parts  that  account  for  75%  of 
$40  billion  U.  S.  trade  deficit  with  Japan. 
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^HOT  NEW  ISSUES 
0LOBAL  MARKETS 
REAL  eSTATE 
PROFITS  OUTLOOK 


DIGITAL  AND 


Dr.  Marti/i  C.  Jiichke, 
Pre<iu)enl, 
Iowa  State  UnwniUy 


Ga'n/e  Strain, 

Director  o  f  the  Computation  Center, 
li>»',}  State  Ihmvrjity 


AS  FRO 


I  G  I  T  A  N 


©  DIGITAL  EQUIPMENT  CORPORATION  1991  THE  DIGITAL  LOGO  AND  DECATHENA  ARE  TRADEMARKS  Of  DIGITAL  EQUIPMENT  CORPORATION. 
UNIX  IS  A  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES,  INC. 


''When  Iowa  State 
University  teamed  up  with 
Digital  to  create  an 
easy-to-manage, 
campus-wide  workstation 
network,  we  knew  we  chose 
the  right  partner.  Digital's 


spearheading  of  Project 
Athena  at  MIT,  along  with  its 
networking  and  open 
systems  leadership,  was 
perfect  for  a  leading-edge, 
cost-effective  solution. 

"We  dubbed  it  Project 
Vincent  and  set  out  to 
expand,  the  scale  of  the 
original  project.  The  results 
were  nothing  short  of 
remarkable.  Working 
together,  we've  integrated 
over  500  Digital  UNIX®  - 
based  workstations,  as  well 
as  workstations  from  other 
vendors.  Because  our  system 
now  acts  as  one  computing 


facility,  it  only  takes  about 
six  people  to  support  it. 
Besides  the  savings  from  not 
having  to  add  more  staff, 
faculty  members  are  able  to 
address  new  classes  of 
research  problems  more 
productively,  and  more 
cost-effectively. 

"Project  Vincent  is  def- 
initely state  of  the  art  today. 
But,  because  it's  based  on 
standards,  it  positions  us  for 
whatever  the  future  brings." 

Digital,  with  its 
DECathena™  Services  and 
Network  Application 
Support  (NAS)  open 
computing  products,  can 
help  you  plan,  design,  install 
and  support  a  workstation 
network  of  any  size  for  your 
university  or  company.  Its 
approach  opens  the  way  for 
you  to  gain  competitive 
advantages. 

To  learn  more,  write  to 
Digital  Equipment  Corpor- 
ation, III  Powder  Mill  Rd., 
MSO-1/K29,  Maynard,  MA 
01754-1418.  Or  call  your  local 
Digital 
sales  office. 
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The  state's  widening  recession  is 
having  a  major  rijjple  effect 
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PRODUCTION 

Change  from  last  week:  -0.7% 
Change  from  last  year:  0.3% 

1967^100  (four-week  moving  average) 


LEADING 

change  from  last  week;  0,1% 
Change  from  last  year:  -0,6% 
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The  production  index  fell  during  the  week  ended  Dec.  7,  On  a  seasonally 
ad|usted  basis,  output  of  electric  power,  crude-oil  refining,  coal,  and  poperboard 
declined  Rail-freight  traffic  and  steel,  auto,  truck,  and  lumber  production  increosed- 
Poper  output  wos  unchonged  Before  calculation  of  the  four-week  moving  average, 
the  index  rose  to  175.8,  from  171  6  in  the  previous  week,  However,  that  reading 
was  probably  depressed  by  the  later-thon-usual  Thanksgiving  holiday. 

BW  production  index  copyright  1991  by  McGrow  Hill  Inc 
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The  leading  index  edged  up  slightly  for  the  week  ended  Dec.  7,  but  the  inc 
is  no  higher  than  it  was  in  mid-November  Higher  stock  prices,  lower  bond  yiel 
and  improvement  in  the  growth  of  materials  prices  offset  a  small  gain  in  the  numi 
of  business  failures  and  slower  growth  rates  in  both  real  estate  loans  and  M  iMlTiTHU 
Before  calculation  of  the  four-week  moving  overage,  the  index  dropped  to  207,  fr< 
a  reading  of  207,2  in  the  previous  week. 

Leading  index  copyright  1  99 1  by  Center  for  Internotionol  Business  Cycle  Research 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (12/14)lhous.  of  net  Ions 

1,751 

1,614# 

2.3 

AUTOS  (12/141  units 

127,718 

123,785r# 

1.6 

TRUCKS  (12/14)  units 

76,353 

80,563r# 

25.6 

ELECTRIC  POWER  ( 12/1 4)  milhons  of  kilowatt-hours 

54,965 

56,284# 

-1.0 

CRUDE-OIL  REFINING  |i2/i4)ihous.ofbbl  /day 

13,434 

12,738# 

5  3 

COAL  ( 1  2/7)  thous.  of  net  tons 

!9,321# 

15,756 

-11.1 

PAPERBOARD  ( 12/7)  thous  of  tons 

797.0# 

824.0r 

4.9 

PAPER  (12/7)  thous.  of  tons 

774.0# 

776.0r 

0  7 

LUMBER  (12/7)  millions  of  ft. 

483. 1# 

301.5 

3.5 

RAIL  FREIGHT  (12/7)  billions  of  ton-miles 

20.7# 

16  6 

-1.0 

Sources:  Americon  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept,,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (12/181 

128 

129 

135 

GERMAN  MARK  (12/18) 

1.57 

1.58 

1.52 

BRITISH  POUND  (12/I8) 

1.83 

1.81 

1.90 

FRt^irn  FRANC  (12/181 

5  37 

5  40 

5.15 

CANADIAi'J  DOLLAR  (12/I8I 

1.15 

1.14 

116 

SWISS  FRAMf  (12/18) 

1.39 

1.40 

1.30 

MEXICAN  PESO  (17/I8)' 

3,060 

3,045 

2,941 

Sources:  Major  New  York  banks.  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U 

S.  dollar,  except  for  British 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (12/18)  $,  iio/oz. 

357.900 

366  500 

-5  5 

iTEEL  SCRAP  (12/i;'l#l  heavy,  S/ton 

93.00 

93  00 

-12  3 

FOODSTUFFS  ( 12/1 6)  index,  1967=100 

205  9 

205.6 

-2.1 

COPPER  (12/14)  c/lb. 

102  4 

105.8 

-10.5 

ALUMINUM  (12/14)  c/lb. 

50  4 

49  9 

-28  0 

WHEAT  (12/14)  #2  hard,  $/bu. 

3  98 

3  95 

42.1 

COTTON  (12/ 14)  strict  low  middling  M/16in, 

C/lb 

53  91 

53.85 

-23  3 

LEADING  INDICATORS 


Latest 
week 


Week 
ago 


%  Chi 
year 


STOCK  PRICES  (12/13)  S&P  500 


379.98 


379.78 


CORPORATE  BOND  YIELD,  Aaa  (12/13) 


8,35% 


8.39% 


INDUSTRIAL  MATERIALS  PRICES  (12/13) 


94.2 


95.6 


BUSINESS  FAILURES  (12/6) 


460 


456r 


REAL  ESTATE  LOANS  ( 12/4)  billions 


$395.3 


$395.6r 


MONEY  SUPPLY,  M2  ( 12/2)  billions 


$3,405.3      $3,408. Ir 


INITIAL  CLAIMS,  UNEMPLOYMENT  (i  1/301  thous 


414 


475r 


Sources;  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Di 
Bradstreet  (failures  of  large  companiesl.  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonall) 
justs  data  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 


mwiiis 

r  .1^1  G 

(lit* 
IhtsW' 

St» 
Deal  <sm 
nnabcns 

Mtt-Jii 


jr'ioS 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metals 
Wee/c,  Kansas  City  market,  Memphis  morket. 


Latest 
month 

Month 
ago 

%  Choi 
year  1 

HOUSING  STARTS  (Nov  )  annual  rate,  thous 

1,066 

l,089r 

INDUSTRIAL  PRODUCTION  (Nov )  totol  index 

107.8 

108.2 

CAPACITY  UTILIZATION  (Nov ) 

79.1% 

79.6% 

CONSUMER  PRICE  INDEX  (Nov ) 

137.8 

137.4 

Sources:  Commerce  Dept.,  Federal  Reserve  Board,  BLS  1 

l.'lil.'I.M'VJI.'MI^W.I'n^^^^^Hi 

Utest 
week 

Week 
ago 

%  Choi 
year  | 

MONEY  SUPPLY,  Ml  (12/2) 

$901.9 

$890.4r 

l| 

BANKS'  BUSINESS  LOANS  (12/4) 

292.6 

294.3r 

-ij 

FREE  RESERVES  (12/11) 

454 

820r 

NONFINANCIAL  COMMERCIAL  PAPER  (i2/4) 

134.8 

134.1 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions}. 

which  are  expressed  fi 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yf 

) 

FEDERAL  FUNDS  {12/17| 

4.50% 

4.40% 

7.2  > 

PRIME  (12/18) 

7.50 

7.50 

10.0 

COMMERCIAL  PAPER  3-MONTH  (12/17) 

4.56 

4.63 

7.7 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/18) 

4.43 

4.46 

EURODOLLAR  3-MONTH  (12/14) 

4.45 

4.80 

7,5! 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipm 
1  =  Western  Wood  Products  Assn      2  ^Southern  Forest  Products  Assn.     3  =  Free  market  value     NA-Not  available     r  =  revised     NM  =  Not  meoningful 
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THE  RICH  GET  POORER, 

AND  THE  POOR  GET  POORER? 

■ have  been  reading  for  some  time  liow 
I  have  been  getting  better  off  (in  the 
top  57'-  of  income)  over  the  past  10  years 
("The  rich  are  richer — and  America  may 
be  the  poorer,"  Economics,  Nov.  18). 
Funny  though,  I  haven't  actually  seen  it. 

The  biggest  fiction  is  that  the  Reagan 
"tax  cut"  benefited  the  rich — dropping 
the  50'/'  top  tax  rate  to  287'.  I  was 
against  this  tax  cut  as  soon  as  it  was 
suggested.  Because  what  was  also  cut 
were  a  lot  of  tax  shelters  built  into  the 
tax  structure  to  get  investors  to  put 
money  into  risky  segments  of  the  econo- 
my, such  as  oil  and  gas  drilling,  low- 
income  housing,  etc.  The  effect  of  the 
elimination  of  tax  shelters  was  to  more 
than  triple  my  federal  and  state  taxes, 
money  that  I  will  never  see  again. 

On  top  of  this,  none  of  these  tax  shel- 
ters was  grandfathered.  So  the  tax  sys- 
tem rewarded  investment  in  risky  areas 
for  many  years,  and  some  people  such 
as  myself  had  followed  the  govern- 
ment's lead  to  a  tune  of  around  a  half- 
million  dollars.  Suddenly,  tax  shelters 
were  eliminated,  and  now  I'll  be  lucky  to 
get  10$  on  the  dollar. 

In  my  personal  case,  I  have  become 
much  poorer  over  the  past  10  years  in  in- 
pocket  income  as  well  as  value  of  my 
investments.  And  now  everyone  is  talk- 
ing about  soaking  the  rich  even  more.  I 
would  love  to  go  back  to  the  1970s  and 
1980s,  when  us  rich  were  not  so  rich.  My 
pocketbook  and  balance  sheet  would 
verv  much  appreciate  the  change. 

Hal  F.  Mather 
Atlanta 

You  argue  that  everyone  agrees  that 
"the  widespread  technological  and 
competitive  changes  that  occurred  dur- 
ing the  1980s  induced  a  sharp  increase  in 
the  rewards  for  skill  and  education." 
Then  you  conclude  that  "income  distri- 
bution," "income  inequality,"  and  "child 
poverty"  are  the  root  causes  of  Ameri- 
ca's woes. 

If  that's  the  case,  incomes  haven't  be- 
come "more  unequal" — as  if,  in  open 
economies,  supply  and  demand  have  to 
be  equal.  The  old  supply  and  demand 


patterns  are  gone,  and  new  ones  need  to 
be  identified,  adapted  to,  and  capitalized 
on.  "Income  distribution"  is  not  the  is-' 
sue.  A  global  pool  of  less  skilled  workers 
depressing  demand  for  less  skilled  U.  S. 
workers  is.  What  does  this  mean  for 
American  companies  and  workers? 

Money  can't  be  made  the  old  way. 
"Competitiveness"  means  doing  it  better 
for  less,  so  learn  how  to  do  it  better  for 
less.  Old  assumptions  and  expectations 
are  dead,  and  the  new  ones  are  global. 
So  either  keep  the  old  ones  and  learn  to 
live  with  less,  or  learn  the  new  ones  and 
have,  the  problems  of  learning  to  live 
with  more. 

Solve  your  own  problem  and  enjoy 
long-term  solutions  or  let  others  solve  it 
and  suffer  short-term  solutions.  Protec- 
tionism tells  us  nothing  about  how  to 
cojje  under  new  conditions.  Losers  de- 
pend on  help;  winners  only  ask  that  the 
conditions  be  created  that  let  them  solve 
their  own  challenges  and  opportunities. 

"The  government"  can  never  improve 
the  competitive  skills  of  any  one  individ- 
ual worker  or  firm. 

Henry  E.  Adams 
San  Diego 

WHERE  THOSE  TOUGH  BOSSES 
COIWE  FROM  

Great  story,  "Tough  times,  tough 
bosses"  (Cover  Story,  Nov.  25).  It's 
probably  worth  noting  that  three  out  of 
the  five  featured  on  your  cover  were 
from  General  Electric  Co.  (Lawrence 
Bossidy,  Norman  Blake,  and  Stanley 
Gault). 

As  recruiters,  we  know  where  the  tal- 
ent is  being  developed.  Reginald  Jones 
and  Jack  Welch  (ge's  former  and  pres- 
ent CEOs)  deserve  much  credit  not  only 
for  building  and  running  a  great  corpo- 
ration but  also  for  raising  the  level  of 
management  competency  beyond  CE. 

Gerard  R.  Roche 
Chairman 
Heidrick  &  Struggles  Inc. 

New  York 

It  is  very  discouraging  to  see  that  Cor- 
porate America  is,  even  more  than 
usual,  turning  to  the  worship  of  the 
"Tough  Guy."  There  are  two  problems 
with  toughness:  First,  only  males  are 
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HOWS10.000  WOULD  HAVE  GROWN" 


T.  Rowe  Piice  International  Stock  Fund  has  outperformed 
95%  of  all  mutual  funds  for  the  10  years  ended  9/30/91*  by 
investing  primarily  in  the  stocks  of  leading  foreign  compa- 
nies. As  the  chart  shows,  the  Fimd  has  proven  itself  in  up  and 
down  markets,  in  times  of  both  weak  and  strong  U.S.  dollars. 

By  tapping  into  strong  performing  markets  around  the 
world,  the  Fund  can  help  add  balance  to  a  domestic  portfolio. 
It  could  also  help  increase  potential  retums,  since  many 
foreign  markets  have 
outperformed  the  U.S. 
market  mthe  past. 
Send  for  a  free  guide. 
Our  guide,  The  Basics 
Of  International 
Investing,  discusses 
factors  you  should 
consider  when  mvest- 
ing  overseas,  m-  lo.ooo 
eluding  currency 
fluctuations  and 
other  special  risks. 

S2,500  mini- 
mum ($1,000  for 
IRAs).  No  sales 
charges. 


S60.000 


50.000 


40.000 


30.000 


20.000 


9/81 


9/86 


9/91 


Average  annual 
total  return  as  of 

9/30/91 


1  year 
20.9% 


5  years 
12.1% 


10  years 
18.2% 


Call  24  hours 
f&:  a  free  guide 
Thj  'basics  Of 
Intern  ^Honal 
inventing 

1-800-541-5853 


IKE 
OF 

INTaVAlTON,! 


T.  Rowe  Price,  100  E,  Pratt  St. 
Baltimore,  .MD  21202 

Send  a  free  guide,  The  Basics  Of 
International  Investing,  and  a 
prospectus  with  more  complete 
information,  mcluding  manage- 
ment fees  and  other  charges  and 
expenses.  I  will  read  the  prospectus 
carefully  before  I  mvest  or  send  money. 

Name 
Address 


City  State/Zip  5-;".3953 


Phone 


Home 


Business 


Invest  With  Coiifidoic 

TRoweftice 


'According  to  ^icper  Anai>ti:a:  Services,  Inc.,  '.vnich  ranKed  tne  irter'aticna,  StccK  Fjnc  =28  o'  656, 
#271  of  1,611,  and  ^67  of  3,054  funds  for  the  10-,  5-.  and  1-year  periods  ended  9/30/91,  respectively. 
"Chart  shews  cumulative  totai  return  of  $10,000  invested  9/30/81  to  9/30/91.  Figures  include  changes 
in  principal  value,  reinvested  dividends,  and  capital  gam  distributions.  Total  return  represents  past 
performance  and  carrot  guarantee  future  results.  Investment  return  and  princioa!  value  v/i'l  vary,  and 
shares  may  be  worth  .-nore  or  less  at  redemption  than  at  original  purchase. 
T,  Rave  Price  Investment  Sen;ices,  Inc..  Disthbutor 


allowed  to  be  toti^h.  In  general,  our 
!  ture  will  reject  females  who  exh! 
i  toughness.  Once  in  a  while  a  "tough 
i  male"  makes  it  (cf.  Margaret  Thatch 
but  for  the  most  part,  they  are  quic 
eliminated   from   the  system  beca 
who.  after  all,  wants  a  bitch  around 
toughness  is  the  primary  requisite 
getting  to  the  top,  then,  by  definition,! 
culturally  acceptable  women  can  pol 
bly  get  there 

Second,  is  toughness  really  the  v 
we  are  going  to  make  America  m 
competitive?  How  much  better  it  wo| 
be  for  America  if.  instead  of  throw 
4.000  to  5,000  people  out  on  the  su- 
we  could  find  enlightened  leaders 
could  motivate,  inspire,  and  ener 
those  same  people  to  find/develop 
vent/make  better  products  and  senil 
or  to  creatively  develop  whole  new  n 
kets  in  the  U.  S.  or  abroad. 

Isn't  it  time  we  go  beyond  cave 
•aetics  and  the  bloody  mutilation  of 
usiness  society  and  look  to  worship 
and  promoting  not  toughness  but 
more  important  skills  of  human  intell 
and  inspiration  in  making  America  m 
competitive?  Our  country  will  be  a  th' 
sand  times  better  off  and,  additiona 
50'  '  of  the  population — i.e.,  women — \ 
have  some  chance  of  making  it  to  1 
top  and  contributing  their  talents  a 
skills  to  making  America  a  strong  a 
dynamic  world  force. 

Ruthanne  G.  Xe^ 
Downingtov.n. 

The  U.  S.  was  once  a  rich  nation  w 
a  bright  future.  We  were  rich 
cause  of  our  natural  resources  and 
cause  we  invested  in  people.  Today 
are  being  outmanaged  in  many  mark^ 
by  nations  that  invest  in  people  fn 
prior  to  their  birth  to  the  end  of  th 
lives. 

The  result  is  that  these  people  arr 
in  the  workplace  better  prepared  to 
gin  their  careers,  and  their  compan 
invest  heavily  in  their  training  and  dev 
opment  throughout  their  careers. 

Robert  Cr 
Fayetteville.  ( 

MORE  REGULATIONS  WON'T 
MEAN  CLEANER  AIR 


Unfortunately,  regulators  are  i 
dressing  the  effect,  not  the  cause 
auto  emissions:  namely  the  millions 
older,  poorly  maintained  vehicles  in  op 
ation  ("Here  come  the  greenmobilej 
Top  of  the  News.  Nov.  11). 

Of  the  180  million  vehicles  currently 
operation,  more  than  .58  million  (32.4 
cars  and  trucks  are  over  10  years  old. 
tests  conducted  in  California,  the  >t; 
with  the  oldest  fleet  of  vehicles  in  o:  *- 


Despite  Current  Economic  Storms, 
America  s  Life  Insurance  Industry 
RemainsI^  Safe  Harbor. 


The  current  economic  downturn  has  affected  all 
financial  institutions.  One  result  is  that  consumers 
are  looking  more  closely  at  life  insurance  companies. 
What  they  are  finding  is  a  strong,  secure  industry 
that  has  weathered  economic  storms  for  more 
than  two  centuries. 

While  some  companies  have  had  financial  problems, 
the  experts  agree  that,  overall,  the  life  insurance 
industr}'  remains  strong,  safe  and  stable; 

Tfje  life  insurance  industry^  is  ver}>  strong 
contrasted  to  other  industries  with  which  it 
competes.  We  see  basically  the  life  insurance 
industrj'  as  an  AA '  type  business.  Next  to  the 
U.S.  gcwemment,  the  life  insurance  industr]'  is 
one  of  the  safest  places  for  people  and 
companies  to  put  their  funds  that  exists  today. " 
Duff  &  Phelps  Credit  Rating  Company 


". . .  S&P  believes  that,  overall,  life/health  insurers 
are  relatively  stronger  than  other  types  of 
financial  services  annpanies.  Compared  to 
thrifts  and  banks,  most  insurers  are  more 
soundly  positioned  due  to  stronger 
capitalization,  better  asset  cpiality  and 
liabilities  with  longer  and  more  predictable 
durations.  Seriously  troubled  insurers  represent 
a  small  percentage  of  the  life/health  universe. .." 
Standard  &  Poor's  Insurance  Rating  Services 

The  fact  is,  the  life  insurance  industr}'  remains 
what  it  has  always  been  throughout  its  232-year 
history:  A  safe,  snug  harbor  providing  financial 
securit)'  for  American  families. 

If  you  would  like  more  information  about  America's 
life  insurance  industn',  write  for  our  free 
brochure,  "Building  on  a  Strong  Foundation: 
Answers  to  Your  Questions  About  Life  Insurance." 


American  Council  of  Life  Insurance 


1001  Pennsylvania  Avenue,  N.W  •  Washington,  D  C  20004-2599 
ATTENTION:  (j)nipany  Senices 


The  ES  300  Sports  Sedan 


nil 


185- horsepower  24 -valve  V6 


Mult  i- link  strut  suspension 


Anti-lock  braking  system 


Driver's-side  airbag  SRS 


8 -speaker,  180 -watt  audio 


Tfie  Relentless  Pursuit  Oj  Perfection. 


WELL  ROUNDED  NUMBERS 


-10 


These  are  just  some  of  the  numbers  that  identify  the 
planes  in  VARIG's  vast  fleet.  Latin  American  carriers  have 
recently  ordered  38  new  aircraft-29  of  these  were  ordered 
by  VARIG. 

All  of  our  equipment  is  maintained  with  the  newest  most 
effective  technologies  available  today  All  ore  enthusiastically 
endorsed  by  not  only  VARIG's  legion  of  passengers,  but  by 
our  pilots  and  crews  as  well. 

VARIG  flies  throughout  South  America  and  to  no  less  than 
43  cities  in  33  countries  on  5  continents  and  is  one  of  the 
world's  20  largest  airlines. 

Together  all  these  impressive  numbers  add  up  to  VARIG, 
the  number  one  airline  among  business  travelers  to  Brazil, 
who  demand  and  appreciate  excellence. 

Everything  you  wished  on  airline  was,  VARIG  is.  V\/e  serve 
Brazil,  the  rest  of  South  America  and  Japan  with  31  flights  a 
week  from  North  Amehco. 


The  vVo'ld  Class  Airline  of  Bra?il 
Since  1927 


tion,  it  was  demonstrated  that  precatia 
lyst  vehicles  recently  taken  out  of  selb 
vice  emitted  65  times  more  hyrocarboll' 
47  times  higher  carbon  monoxide,  and  ' 
times  greater  oxide  of  nitrogen  than 
1990  model  car.  Furthermore,  the  ave 
age  fuel  economy  was  11.9  mpg,  le; 
than  half  of  today's  largest  V-8  engine 
Government  regulations  will  cost  tl-lj 
automotive  industry  $12  billion  to  $f 
billion  over  the  next  several  years,  ar 
those  costs  can  only  result  in  higher  ri 
tail  prices.  Higher  prices,  in  turn,  wf 
only  result  in  reduced  new-vehicle  sam 
and  the  prolonged  use  of  older,  pollutia' 
vehicles. 

What  this  country  needs  is  a  nationj: 
energy  policy  rather  than  more  reguli 
tions,  more  red  ink,  and  more  (rathe 
than  less)  auto  emissions.  A  $2,500  t, 
$3,500  retail  price  increase  can  only  n; 
suit  in  disaster  for  the  auto  manufactu. 
ers  and  our  air  quality. 

Dennis  Viral 
Ann  Arbor,  Midi 

TRUMP:  'I  HAVE  NOT 
CEDED  CONTROL' 

Once  again,  business  week  has  mai 
aged  to  inaccurately  mangle  Doi 
aid  Trump.  Your  recent  story  "Finan( 
ing  the  '90s"  (Special  Report,  Nov. 
stated,  "last  year,  he  [Trump]  had  t 
cede  control  of  his  hotel,  airline,  and  ch 
sino  kingdom ..."  | 
This  statement  is  totally  false.  While 
don't  know  which  hotel  "his  hotel"  ni 
fers  to,  as  I  have  several,  I  have  no 
ceded  control,  I  will  be  selling  my  airlini 
for  a  substantal  price  (and  substantiallj 
reducing  my  debt),  and  my  "casino  king 
dom"  is  fully  intact  and  owned  by  me 
Donald  J.  Trum] 
The  Trump  Organizatioi 
New  Yorl 

DON'T  BE  TOO  QUICK  TO  OVERHAUL 
THE  PATENT  SYSTEM 


As  a  career  intellectual-property  law 
yer  who  has  worked  in  both  thi 
corporate  and  private  sectors  for  ove 
three  decades,  I  express  my  kudos  ti 
your  writers  for  their  balanced  over 
view,  "Is  it  time  to  reinvent  the  paten 
system?  (Legal  Affairs,  Dec.  2).  I  taki 
issue  only  with  the  premise  that  ou 
long-term  legal  nod  to  the  first-to-inven 
precept  is  outmoded  in  our  fast-paced' 
high-tech  era. 

Rewarding  only  the  swiftest  in  thu 
race  to  the  patent  office,  often  by  a  so' 
phisticated  and  well-financed  corporati 
inventor,  will  further  undercut  the  firs 
innovator,  who  is  often  an  independen. 
inventor  or  a  small  business  venturej 
The  nuisance  to  big  business  of  paying! 
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Sumitomo  makes 
the  world 


your  oyster. 


If  you're  not  connected  globally  in  today's  business 
environment,  you  could  miss  a  world  of  opportu- 
nity. That's  why  your  bank  should  be  Sumitomo 
Bank.  We've  been  providing  pearls  of  financial 
wisdom  to  individuals,  corporations,  financial 
'  institutions  and  government  agencies  on  a  world- 
wide basis  for  nearly  a  century.  So  if  you  want  to 
think  globally — think  Smnitomo.  By  serving  your 
financial  needs  in  over  30  comitries,  we're  ready  to 
make  the  world  your  oyster. 


^  SUMITOMO  BANK 

3-2  Marunouchi  1-chome 
Chiyoda-ku,  Tokyo  100,  Japan 

Your  source 
of  banking  wisdom 


If  developments  at  a  st; 


In  two  or  three  years  your  eonipaiiy  will  have  fnij 
changed,  your  markets  will  be  different,  your  compel  a fim 
tors  will  he  using  new  tactics,  and  the  applications  yo 
needed  today  misht  he  readv. 

So  it  goes  with  software  development.  Most 
large  projects  are  hacked  up  so  long,  hy  the  time  an  ai'siinoand 
cation  is  new,  it's  old.  Worse,  it  may  not  even  he  what  \ ordinaijiit 
asked  for  in  the  first  place. 

This  dilemma  is  anvthing  hut  acceptahle,  so 
IBM  has  launched  a  major  effort  to  speed  things  up. 
Working  w  ith  h-aders  in  (I\SK  t(M  hnology,  wcVe  huil(;ii|;||uQ( 
ing  a  new  framework  called  AD/Cyele  "  that's  giving  th 
entire  develo|>ment  cycle  something  it  never  had  befc 


m 


fcrnialioii 


how  fast  can  the  rest  of  your  business  go? 


1  standards  for  streamlining  the  process  from 
finish. 

AD/Cycle  also  includes  a  host  of  new  tools,  both 
M  and  our  business  partners:  CASE  tools  for 
g,  analysis  and  design,  languages,  generators, 
ting  and  maintenance  tools,  all  with  a  structure 
dinating  their  efforts. 

And  to  help  executives  and  programmers  think 
ike,  AD/Cycle  offers  advanced  methods  for  shar- 
rmation  so  that  everyone  can  work  on  the  same 
gth,  so  the  end  product  will  be  right. 
Over  60  AD/Cycle  products  are  available  today, 
res  of  CASE  vendors  have  signed  up  for 


AD/Cycle.  Which  means  its  already  gaining  acceptance  as 
a  standard  for  application  development,  and  much  more 
is  on  the  way. 

Companies  like  Eastman  Kodak,  Phillips 
Petroleum,  I  SAA  and  Continuum  are  now  using 
AD/Cycle  tools  with  good  results.  Clearly,  the  sooner  you 
get  started  the  better,  and  there's  plenty  to  start  with  now. 

Vhe  roots  of  today  s  backlogs  are  many,  but  the 
biggest  culprits  have  been  a  lack  of  standards  and  direc- 
tion- 

¥<)r  more  information  about 
our  growing  familv  of  AD/Cycle  prod-  Z 
ucts  call  1  800  IBM-CALL,  ext.  822.  = 


-the  verv  ills  that  AD/Cycle  is  designed  to  cure. 


t 


"When  it  s  'data  to  go,' 
we  order  UDS  modems'' 


Information  Systems  Group, 
Wendy's  International 


Today's  fast  food  business  is  also  a 
fast  data  business.  Sales  and  profit 
figures,  inventory  controls,  expense 
reporting,  wage  and  benefit  infor- 
mation, tax  computations  and 
other  essential  data  must  flow 
quickly  and  reliably  between 
individual  stores  and  corporate 
headquarters. 

That's  why  the  implementation 
of  Wendy's  new  corporate-wide 
datacomm  system  demanded  the 
utmost  in  modem  reliability.  And 
that's  why  Wendy's  chose  UDS 
as  their  modem  supplier. 

Wendy's  modems  of  choice  are 
the  UDS  Sync-Up™  V.32  and 
Sync-Up  2/V.32.  They  connect 
Wendy's  remotely  sited  micro- 
computers with  the  corporate 
mainframe.  Collectively  they 
give  Wendy's  a  full-duplex, 
9600  bps  data  link  to  every  com- 
pany location,  no  matter  how 
remote.  UDS  provides  maximum 
reliability,  ongoing  customer 
support  and  a  virtually  error  free 
communications  environment. 

If  your  modem  requirements  are 
too  critical  for  compromises,  do 
as  Wendy's  has  done:  contact 
UDS  at  800/451-2369 
(in  Alabama,  205/430-8000); 
FAX:  205/430-8208. 


MOTOROLA 


Twentieth  Century 
Vista  Investors 


Average  Annual  Total  Return 
as  of  September  30,  1991  * 


53.2 


% 


1  Year 


15.4 


% 


5  \'ears 


12.9 


1% 

Since  inception  (11/25/83) 


Need  we 
say  more? 


M  L    1   I   A  L     f  L  N  D  S 


1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

*  Prior  to  8/1/88,  shares  of  Vista  were  sold  at  1/2  of  1  %  more  than  net  asset  value  and  redeemed 
at  1/2  of  1%  less  than  net  asset  value.  Because  these  adjustments  have  been  eliminated,  they 
are  not  reflected  in  the  above  data.  Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cost. 
For  more  complete  information  about  Twentieth  Century,  including  charges  and  expenses,  call 
for  a  free  prospectus.  Please  read  the  prospectus  carefully  before  investing. 


No -Load  Family  of  Funds 


The  Best 

MUTUAL  FUND  INVESIMENT... 

Eoch  year,  millions  of  investors  pick  up  a  copy  of  Business 
Week's  annuo!  "Mutuol  Fund  Scoreboard."  Tfiey  depend  on 
it  for  tfie  kind  of  dependable  performance  information  tiiey 
need  to  pick  the  winners  and  losers  in  mutual  funds.  Now, 
fact-hungry  investors  can  find  even  more  critical  information 
in  "Business  Week's  Annual  Guide  to  Mutual  Funds."  Let  the 
editors  of  Business  Week  help  you  cut  thmugh  the  technical 
jargon,  toke  the  guesswork  out  of  risk  assessment,  and  accu- 
rately analyze  over  1 200  mutual  funds.  If  you're  currently 
investing  in  mutual  funds  —  or  if  you  're  trying  to  select  a 
fund  —  pick  up  a  copy  of  "Business  Week's  Annual  Guide 
.  to  Mutual  Funds"  first.  It  could  be  the  best  mutual  fund 

$24.95      investment  you  II  ever  make. 


Softcover: 
0-07-035744-7 
$14.95 


...YOUILEVERMAKL 


Available  at  your  local  bookseller  or  call  toll-free  1-800-262-4729. 
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THE  ASPIRIN  WARS:  MONEY,  MEDICINE,  AND  100  YEARS  OF  RAMPANT  COMPETITION 

By  Charles  C.  Mann  and  Mark  L.  Plummer 
Knopf  •  420pp • $25 

TAKE  TWO  ASPIRIN 
AND  READ  THIS  BOOK 


f  ihf  (lo/A'iis  (if  high-tech,  geiie- 
(spHced.  megabuck,  you-name- 
the-superlative  drug^ 


o..  

written  altout.  not  one  has  intrigued  me 
as  much  as  aspirin.  Its  uses  run  the 
ganuU  fr(jni  silencing  a  headache's 
(haimbeal  to  keeping  cut  flowers  fresh. 
Aspirin  has  played  a  pharmaceutical  Ze- 
lig,  ajjpearing  and  reappearing  in  un- 
usual sjiots:  Hippocrates  recommended 

a  cousin  of  aspirin  found  in  i  

willow  bark  as  an  herbal  tonic. 
Earlier  in  this  century,  the 
drug  was  embroiled  in  Nazi 
politics.  More  recently,  it  has 
been  the  subject  of  fierce  mar- 
keting battles  and  captivating 
scientific  puzzles,  even  emerg- 
ing in  the  late  19SOs  as  a  piu-- 
ported  magic  tnillet  to  stave 
off  heart  attacks. 


All  this  is  a  prescription  for  an  off- 
beat and  wonderful  book.  And  all  of  it 
is  contained  within  Charles  C.  Mann 
and  Mark  L.  Plummer's  hefty  treat- 
ment. The  Aspiri?!  Wens:  Money,  Medi- 
cine, and  100  Years  of  Rampant  Com- 
petition. Unfortunately,  upon  finishing 
the  book,  I  felt  as  if  I  had  just  heard 
my  favorite  joke  told  by  somebody 
whose  delivery  was  sadly  lacking. 


F 


rom  Nazi  connections  to  mysterious 
curative  powers,  it's  all  here.  The  only 
thing  missing  is  a  good  editor 


Many  of  Tlu-  Aspi rin  Wats'  problei^i 
could  have  been  corrected  by  sorl 
pretty  simple  editing.  The  fundamentJ 
are  all  there:  Readers  who  finish  tj 
book  will  come  away  with  a  good  sen| 
of  the  strange  history  and  ongoiif 
mysteries  of  this  100-year-old  nostrui] 
Plummer  and  Mann  conducted  e.xhaij 
tive  research  and  covered  a  lot  of  hi 
torical,  business,  and  scientific  groui| 
They  also  pull  off  some  good,  accessit 
writing  about  the  chemistry  and  acti| 
of  aspirin. 

The  trouble  is,  reading  the  book  cd 
er-to-cover  is  like  trying  to  swallow  ol 
of  its  namesake  tablets  without  wat/ 
First  off.  the  introduction  just  doesi] 
do  its  job.  The  scene-setting  story  of 
1988  meeting  among  medicine  compail 
executives  and  Food  &  Drug  Admir 
tration  officials  to  discuss  as 
rin  advertising  is  drawn 
narrowly  to  foreshadow  t| 
many   interesting  aspects 
the  drug  that  lie  ahead. 

From  this  off-putting  opej 
er,   the  reader  plunges  in 
about  150  pages  of  history, 
ginning  around  the  time 
drug   first  appeared  on 
shelves  of  Germanv's  Frl 


Take  Stock  in  your  Financial  Fltlre  with  the  McGraw-Hill  Bookstori 


BUYING 
STOCKS 
WITHOUT 
A  BROKER 


I  \  ESI  Please  rush  me: 


All  the  Best  Books  from  all  the  Best  Publishers 

Clip  or  copy  this  coupon  and  FAX  or  mail  to: 

Mc(;raw-Hlll  Bm.k^tore.  1221  Avenue  of  the  Americas.  New  York,  W  10020 
Fax:  212-5I2-41().>  Tel.  l-XOO-.<52-.l566;  in  Ne«  York  Cil)  i2l2i  512-4100 

Fa\  vt  phone  orders  deli\ered  wilhin  lOdaxs! 

Check,  money  order,  or  credit  card  only: 


I 


_\Iultinati(mal  Business  Finance.  6th  Ed. 
ISBN  0-2(11 -.r^S'W-"  ,6sh  pp  ,S4.V75 
Technical  .Analysis  of  Stock  Trends.  6th  Ed. 
ISBN  0-l3-9(M34>x  •  5(KI  pp  .S.^^.y.^i 
Buy  ins:  Stocks  Without  a  Broker 
ISBN  M)l-mm2-9  (soil  > .  2XX  pp,  . 
SI  6.95  I  soft  I 

_l  nderstandlng  Futures  Markets,  .Vd  Ed. 

ISBN  ((•lVM2K(S-,l-4,(Ss|  pp  ,S'^4> 


J  \  ISA  □  .-AMEX  □  MasierCard 

A.a  =  Evp 

\jme  


Cnv  _ 


Zip  ^ 


Suic  

Please  add  applicable  sales  lax,  plus  S2  .sO  lor  L  S,  posiage 

and  haniilins:  ^    „  , 

BWD-i:^] 


THE  .McGRAW-HILL  BOOKSTORE-SERVING  TODAY'S  PROFESSIONALS 


Multinational  Business  Finance.  Sixth  F^dltion 

by  Da\  id  K.  Eiteman.  Arthur  I.  Stonehill.  and  Michael  H.  Moffet 

Multinational  tlnancial  managers  can  depend  on  this  best  selling  volume 
for  both  the  theoretical  and  practical  infomiation  they  need.  Now  m  its 
Sixth  Edition,  this  book  uses  major  applications  of  a  wide  range  of 
pnnciples  and  features  decision  cases,  anecdotes  and  Wall  Street  Jouma^ 
clippings  to  guide  you  to  success. 

PlMnhalb^  Adilisni}-\\ 

Technical  .Analysis  of  Stock  Trends.  Sixth  Edition 
by  Robert  D.  Edwards  and  John  Magee 

This  essential  reference  tool  gives  every  investor  the  know-how  to  accu- 
rately evaluate  trends  in  stock  performance  through  technical  analysis. 
Now  in  a  powerful  new  Sixth  Edition — the  most  significant  revision 
undertaken  since  it  was  first  published  in  1948 — this  book  features  1990 
data,  charts  and  references  that  make  it  a  must  on  your  lo-read  list. 
Piihlished  by  Sew  York  Instiluie  ofFimm  e 

Buying  Stocks  Without  a  Broker 

by  Charles  B.Carlson.  CF  A  ' 

DRlPs  (di\  idend  reinvestment  plans)  offer  you  a  safe,  proven  way  to 
avoid  paying  high  brokerage  fees.  This  comprehensive  guide  explains 
what  DRIPs  are.  the  kind  of  plans  available,  and  shows  you  how  to 
easily  accumulate  shares  in  the  stocks  of  y  our  choice — regardless  of 
pnce — without  paving  high-pnced  commissions. 
PiihlishcJh^  \UGra»  -Hill  " 

I  nderstanding  Futures  Markets.  3rd  Edition 
by  Robert  W.Kolb 

Become  an  instant  expert  on  today's  U.S.  futures  market  with  this 
easy-to-use  manual.  From  option  pricing  to  portfolio  immunization,  thi: 
updated  guide  provides  concise  definitions  and  examples  of  virtually 
e\  ery  key  concept  and  trend  needed  for  the  senous  futures  ^ 
market  investor. 

Published b\  Sew  Ymi  Insniute  nf  Finam e  I  ■  HI  1 
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rhe  knowledge  and  resources  you  need 
to  help  make  intelligent  investrnents. 


Prudential  Securities 


991  Prudential  Securities  Incorporated  Member  SIPC 


'■'a 


Human  Electronics-Technology  for  the  Benefit  of  Mankinc 


Of  all  the  triumphs  at  the  1992 
Olympic  Games,there's  one 
you  can  experience  in  your  home. 
Panasonic  Digital  Video  Technology 


A  pistol  is  fired.  Bodies  are  set  in  motion. 
All  eyes  are  focused  on  the  Olympic  ath- 
letes. Behind  the  scenes  there's  a  gruel- 
ing contest  you  won't  see.  Covering  the 
Olympic  Games  requires  the  agility  of  an 
athlete.  To  help  broadcasters  like  NBC, 
Panasonic  introduced  the  D-3  1/2-inch 
Digital  Video  System.  Its  camera/ 
recorder  is  small,  light  and  allows  for 
more  spontaneous  coverage.  Since  it's 
digital,  its  image  has  incredible  quality. 
While  Panasonic  Digital  Technology 
helps  bring  the  excitement  of  the  Barce- 
lona Olympic  Games  to  your  home,  it's 
also  helped  us  develop  a  new  camcorder 
for  your  home.  One  so  small  it  fits  in  the 
palm  of  your  hand. 


DIGITAL  VIDEO  RIVALS  REALITY. 

At  the  1992  Olympic  Games,  world  records  will 
be  broken.  New  standards  of  excellence  will  be 
set.  But  of  all  the  triumphs,  there's  one  you  may 
not  read  about.  But  you'll  see  it  and  hear  it  every 
time  you  watch  the  Olympic  Summer  Games- 
Panasonic  Digital  Video  Technology. 

The  Panasonic  D-3  1/2-inch  Digital  Video 
System  includes  a  lightweight  Digital  Camera/ 


Recorder  and  Digital  Studio  VTRs.  They  make 
keeping  up  with  the  quick-paced  Olympic 
Games  easy.  And,  with  the  D-3  system,  tapes 
can  be  dubbed  and  edited  without  any  video  or 
audio  degradation.  The  result  is  a  sharper  pic- 
ture, better  sound  and  improved  coverage  of  the 
Olympic  Games. 

PROFESSIONAL  VIDEO  COMES  HOME. 

The  engineering,  design  and  thinking  behind 
Panasonic's  Professional  Digital  Video  Tech- 
nology have  had  a  strong  impact  on  our  home 
VCRs,  TVs  and  camcorders.  For  instance,  the 
Panasonic  PV-41  Palmcorder"  camcorder  is 
incredibly  small,  light  and  easy  to  handle.  And 
it  too  has  digital  technology.  Its  Digital 
Electronic  Image  Stabilizer  electronically  helps 
hold  the  picture  steady  when  you  can't  hold 
the  camcorder  steady.  It  also  has  an  advanced 
12  to  1  digital  zoom. 

HUMAN  ELECTRONICS. 

Digital  video  technology  that  can  capture  the 
excitement  of  the  Olympic  Games  is  at  the  core 
of  what  we  call  Human  Electronics.  Every  day 
we  dedicate  ourselves  to  creating  new  technolo- 
gies and  marketing  new  products  that  make  life 
richer,  safer  and  more  comfortable.  This  dedica- 
tion results  in  a  single-minded  philosophy:  Don't 
create  technology  for  technology's  sake,  but  for 
man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 


omss  WHO 

NOW  MAKES 

A  SIMPLE 
ORGANSZiR 
THAT  USES 
THiSE. 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  cord  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex' 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it'"  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


Rolodex*  is  Q  registered  trodemork  of  the  Rolodex  Corporatic 
"Post-it"  is  o  trademark  of  3M. 


Tm  earning  high  yields  without 
taking  a  lot  of  risk!' 


Scudder  Short  Term  Bond  Fund 
has  a  simple  investment  approach; 
to  offer  you  a  high-quahty  m- 
vestment  with  high  yield 
potential  and  a  high  degree 
of  price  stability.  To  en- 
joy this  attractive 
combination  of 
benefits,  call 
us  toll  fiee 


Performance  Summary* 

30-day  yield  8.10% 
(December  5,  1991) 

1-year  return  13.43% 

5-year  average-  8.79% 
annual  return 

Life-of-Fund  11.50% 
average-annual-return 
(period  ending  9/30/91) 


now.  Minimum  investment:  $1000. 


Scudder  Short  Tferm  Bond  Fund 

1-800-225-2470  ext  2114 

SCUDDER 


America 's  First 
Family  of  No-Load  Funds 


'Yield  without  adviser  expense  cap  would  have  been  7.59  /o;  total  returns  would  also  have  been 
lower.  Expense  cap  expires  12/31/91.  until  which  tune  adviser  guarantees  expenses  will  not  exceed 
..50%.  From  4/2/84.  Fund's  inception,  to  7/89.  Fund  pursued  different  objectives  of  Scudder  Target  Fimd, 
1994  Portfoho.  Perfonnance  is  historical.  Investment  return  and  principal  value  fluctuate.  Upon  re- 
demption, shares  may  be  worth  more  or  less  than  their  onginal  cost.  Obtain  a  copy  of  the  Fund's 
prospectus,  which  provides  more  complete  information  on  the  Fund's  management  fees  and  other 
expenses.  Read  it  carefuOy  before  you  invest  or  send  money.  Scudder  Investor  Services,  Inc.,  Distributor. 


((J.  lei 
west 


k,  even 


If*!;? 


drich  Bayer  &  Co.  in  1897.  Much  of 
narrative  is  quite  interesting,  inclu( 
the  account  of  the  slippery  slope 
which  executives  of  I.  G.  Farben, 
giant  conglomerate  that  by  World 
II  had  become  the  parent  of  Ba 
found  themselves  after  they  gave 
support  to  the  growing  Nazi  party 
pedient  above  all,  Farben's  cowa 
executives  embraced  Hitler  in  re 
for  his  promised  support  of  their  1  Eieveis. 
ness  concerns  and  gradually  droj 
their  resistance  to  such  practices 
rooting  out  and  firing  Jews.  That 
not  deter  them  from  efforts  to  hid^J  .tem 
pirin  profits  from  the  Nazis  throu^  «prji" 
series  of  shell  games  with  offsl   \ml  ii 
partners. 

Unfortunately,  the  historical  acc( 
skips  around  and  bogs  down.  Thei 
too  much  detail  about  negotiations 
deals  that  could  have  been  handled 
page  or  two.  And  while  some  anecd 
are  cluttered  with  extraneous  infor 
tion  that  the  authors  appare:  «j,  pr 
couldn't  bear  to  leave  out,  others 
out  for  additional  detail. 

Mann  and  Plummer  reveal,  for  ex 
pie,  that  aspirin  languished  on  Bay 
shelves  for  more  than  a  year  while 
company  pushed  another  promis 
compound,  trade-named  Heroin.  Tf 
a  prick-up-your-ears  detail.  But  w 
the  authors  note  that  the  repeat  t  jj^^jjjj 
ness  on  Heroin  "was  incredible"  ar 
few  other  odd  facts  (the  drug  was  |!iren 
named  because  it  made  users  feel 
roic"),  they  too  quickly  straighten 
wheel  and  push  on,  leaving  you  won 
ing,  for  example,  how  long  Heroin 
used  as  a  cough  remedy  before  its 
dictive  properties  became  known. 

Similarly,  Plummer  and  Mann  r 
tion  that  23  Farben  executives  v 
tried  as  war  criminals  at  Nuremb 
then  add  only  that  10  were  acqui 
They  don't  reveal  what  the  chail 
were  or  what  happened  to  the  maj- 
who  were  convicted. 

The  patient  reader  is  rewarded 
way  through  when  Mann  and  Plum, 
focus  on  the  marketing  battles  that! 
gan  long  after  aspirin's  patent  lap] 
"Buy  Mejoral  for  a  Virgin,"  cro 
Sterling  Product  Inc.'s  sales  rep: 
they  traveled  through  Latin  Ameri 
the  1940s,  armed  with  posters  of 
Virgin  Mary  to  be  given  to  anyone 
ing  a  three-pack  of  Mejoral  asp 
Mann  and  Plummer  also  delight  wj 
recounting  the  rise  of  Tylenol  and 
television  advertising  slugfests  that 
lowed.  They  drive  home  a  chilling  r\ 
ty:  Over-the-counter  drug  marketing) 
sembles  the  strategy  dope  peddlers 
The  spoils  go  to  those  who  pos]| 
their  potions  as  magic  solutions  to 
user's  problems. 


ma 
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he  uuthors  hit  j'usl  the  vi^ht  wry 
;  when  describing  the  fUp-t'lops  of 
rin  marketers  in  the  late  li)80s.  For 
•s,  aspirin  lost  ground  to  Tylenol  in 
$2  billion  over-the-counter  analge- 

market,  largely  because  Tylenol 
keters  convinced  consumers  that  as- 
1  was  bad  for  the  stomach  (in  fact, 

a  small  percentage  of  aspirin  tak- 
report  having  stomach  problems). 
1  result,  many  aspirin  makers  tried 
ownplay  the  aspirin  content  of  their 

relievers.  But  after  the  heart 
ek  studies  came  out  in  1988,  the 
r  became  so  hot,  note  Mann  and 
nmer,  that  "the  unthinkable  hap- 
;d:  Anacin  admitted  it  was  made 
1  aspirin." 

le  most  important  insight  in  The 
irin  Wars  is  that  the  drug's  cheap 
2,  unpatented  status,  and  tumultu- 
regulatory  history  mean  that  much 
,s  great  potential  is  and  will  remain 
ipped.  There's  no  way  manufactur- 
will  invest  the  millions  necessary  to 
low-margin  aspirin  for  such  ills  as 
lentia,  problems  of  pregnancy, 
ke,  even  AIDS — all  diseases  for 
:h  it  shows  promise.  That  doesn't 
ent  the  drug  from  being  studied: 
.  weeks  ago,  scientists  from  the 


Repeat  business  on  a 
Lim-of-the-century  Bayer 
)ugh  remedy  trade-named 
Heroin  'was  incredible' 


irican  Cancer  Society  announced 
aspirin  even  appears  to  help  pre- 

;  colon  cancer,  for  reasons  they  do 
yet  understand.  But  there  is 

;  chance  that  an  aspirin  manufac- 

r  will  invest  the  massive  resources 
could  be  required  to  explain  how 

why. 

oreover,  federal  regulators  who 
i  grown  weary  of  policing  aggres- 
drug  companies  seem  to  be  throw- 
out  the  baby  with  the  bathwater: 
n  though  many  scientists  believe 
as  many  as  100,000  heart  attacks 
jally  could  be  prevented  if  middle- 
i  men  consumed  more  aspirin,  the 
has  impeded  efforts  to  promote  the 
l  for  that  use. 

nfortunately,  readers  must  wait  un- 
iie  epilogue  for  these  aspects  of  the 
y  to  be  clarified.  It's  a  shame  that 
editors  of  The  Aspirin  Wars  didn't 
3ly  just  a  spoonful  of  sugar  to  help 
medicine  go  down. 

BY  JOAN  O'C.  HAMILTON 
lilton,  who  covers  biotech  and  pharma- 
icals,  wrote  a  1988  cover  story,  "Miracle 
g, "  on  aspirin. 
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Economic  Viewpoint 


A  TRUSTBUSTER 
WHO  SAW  THE  LIGHT 


■'Y  S  BECKER 


As  a  young 
economist,  Nobel 
prize  winner  George 
Stigler  wanted  to 
take  a  mallet  to 
monopolies.  Years 
later,  he  lost  faith  in 
regulation,  and  his 
changing  views  had 
a  profound  effect  on 
public  policy 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


The  death  of  George  Stigler  a  few  weeks 
ago  at  age  80  deprived  the  world  of  a 
still-active,  highly  creative  Nobel  prize- 
winiiing  economist.  A  leader  of  the  free-market 
Chicago  School,  his  views  and  those  of  his 
colleagues  on  antitrust  came  to  be  known  as 
the  Chicago  approach  and  enormously  influ- 
enced government  policies  and  court  decisions 
since  the  early  1980s. 

Early  in  his  career,  Stigler  was  a  gung-ho 
activist  on  antitmst  policy,  calling  for  the  bust- 
up  of  some  monopolies  and  for  extensive  re- 
strictions on  mergers  presumed  to  cut  compe- 
tition. But  these  positions  were  radically 
altered  in  the  1960s  as  he  became  convinced 
that  antitrust  enforcers  often  had  misguided 
agendas.  Instead  of  a  single-minded  devotion 
to  improving  competition,  Stigler  said,  regu- 
lators respond  to  pressures  to  attack  or  defend 
"big"  business,  to  protect  small  companies, 
and  to  appeals  from  political  constituencies. 

He  began  promoting  a  minimalist  antitrust 
policy  that  essentially  permitted  all  honest 
business  practices  except  conspiracies  to  raise 
prices  and  divide  markets.  The  way  to  prevent 
monopolistic  i)ractices,  he  believed,  is  to  en- 
courage domestic  and  foreign  competition 
rather  than  through  detailed  regulation  of 
business  by  the  Justice  Dept. 

But  his  antitrust  work  was  only  one  of 
many  contributions  to  economic  theory.  He 
was  the  first  to  analyze  systematically  the 
unawareness  of  consumers  and  workers  about 
wages  and  prices.  His  conclusions:  Informa- 
tion about  the  types  of  jobs  available  and 
prices  charged  by  different  sellers  of  goods 
is  not  free;  it  takes  time  and  effort  to  dis- 
cover. He  contributed  to  the  theory  of  pricing 
by  cartels  such  as  OPEC  and  examined  how 
companies  adjust  production  methods  to  un- 
certainty about  demand.  Stigler  also  wrote 
al)Out  the  increasing  specialization  of  workers 
as  the  scale  of  production  expands  and  why 
nutritional  needs  could  be  met  on  a  pittance. 
The  last  paper  demonstrated  that  practically 
all  spending  on  food  has  little  to  do  with  sat- 
isfying nutritional  recjuirements  and  caters  in- 
stead to  desire  for  variety  and  taste. 
PROBING  MIND.  Stigler  was  no  ivory-tower 
theorist  who  shunned  policy  and  practical  is- 
sues, although  he  did  turn  down  several  posi- 
tions in  Washington.  The  evolution  of  his 
thinking  on  antitrust  policy  shows  an  open 
and  probing  mind  that  lost  confidence  in  the 
value  of  most  regulation  of  economic  activity, 
even  when  it  could  improve  the  economy. 

Stigler's  changing  views  on  antitrust  policy 
colored  his  approach  to  other  regulatory  agen- 
cies. In  1962,  he  wrote  a  classic  paper  with 
Chicago  associate  Claire  Friedland  on  state 


regulation  of  electric  utilities.  It  asked  an 
surdly  simple  question:  Do  the  various  st; 
regulatory  agencies  achieve  their  intended 
jective  of  lowering  the  cost  of  electricili 
After  studying  the  evidence,  Stigler  and  Fri| 
land  remarked  on  their  "inability  to  find 
significant  effects  of  the  regulation  of  electr 
utilities."  Their  study  of  the  Securities  & 
change  Commission's  regulations  of  new  std 
issues  reached  a  similar  conclusion. 

Although  subsequent  research  disputj 
some  of  their  findings,  most  have  stood 
well  to  close  scrutiny.  These  studies  stimul 
ed  a  large  literature  that  examined  whetlf 
the  actual  effects  of  civil  rights  legislatil 
welfare  progi'ams,  and  countless  other  la 
are  close  to  their  intended  purposes. 

Stigler  asked  a  much  deeper  question: 
do  various  regulations  really  aim  to  achie\| 
His  conclusion:  Most  agencies  are  "captur^ 
by  the  companies  being  regulated,  which  of 
are  helped  at  the  expense  of  the  public. 
LASTING  LEGACY.  He  and  his  students  shov 
that  the  old  Civil  Aeronautics  Board  prevt 
ed  the  introduction  of  any  new  interstate 
lines;  that  trucking  regulation  raised  the  c| 
of  transporting  goods;  and  that  environmer 
policies  often  discriminate  against  small  bij 
nesses  and  against  companies  in  the  Soi; 
western  U.  S.  In  essence,  Stigler  argued  tl 
regulations  frequently  make  matters  wo| 
by  reducing  competition. 

Stigler's  work  contributed  in  a  major  way 
the  widespread  disillusionment  with  govel 
ment-centralized  direction  and  regulation! 
economic  life.  Socialism,  central  planning, 
other  goals  of  the  1940s  and  1950s  sound 
good  on  paper  but  have  not  worked  out  wl 
This  is  not  because  of  the  sophomoric  arf 
ment  that  "true"  socialism  and  planning  h^ 
never  been  tried,  for  devastating  defects 
intrinsic  to  systems  that  permit  political  c| 
siderations  to  dominate  economic  ones, 
decisive  advantage  of  market  systems  is  tj 
they  decentralize  power  away  from  the  Wa 
ingtons  of  the  world  and  toward  individ| 
ljusinessmen,  workers,  and  consumers. 

George  Stigler's  lasting  contributions  to 
analysis  of  public  I'egulation  and  economic 
ory  were  made  with  a  grace,  humor,  a  liv| 
writing  style,  intellectual  honesty,  and  a 
erosity  that  is  rare.  Few  such  intellectual! 
ants  come  along  in  any  generation.  I  consiJ 
it  an  enormous  privilege  to  have  written  s 
eral  articles  with  him  and  to  number  1  ktOOf 
among  my  closest  friends.  The  economics  f  »«!» 
fession,  the  University  of  Chicago,  and  es 
cially  his  friends  already  badly  miss  this  ' 
regulated  economist"— the  apt  title  of 
memoirs. 
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DOES  YOUR  INVESTMENT  BANKER 
SHARE  YOUR  VISION? 


Look  closer. 

Can  you  see  the  kind  of  commitment  that 
helped  you  grow  your  business  in  the  first  place? 
Do  you  see  the  knowledge  and  strength  that  your 
business  needs  for  the  future? 

Perhaps  you  should  look  to  Furman  Selz. 

Furman  Selz  works  with  you  from  concept  tp 
closing.  Is  this  the  right  time  to  tap  into  the  capital 
markets?  Would  it  be  wise  for  you  to  consider  an 
acquisition?  Furman  Selz  has  the  expertise  you 


need  to  make  the  big  decisions.  And  the  clout  to 
make  things  happen. 

From  healthcare  to  shipping,  from  the  media- 
business  to  automotive ,  Furman  Selz  has  earned  a 
reputation  as  an  outstanding  investment  banker. 
It's  a  Xerox  Financial  Services  Company  with  a 
long-term  commitment  to  your  success. 

So  you  can  realize  your  vision. 

If  you'd  like  to  find  out  more,  write  Furman 
Selz,  230  Park  Avenue,  New  York,  NY  10169. 


ademark  of  XEROX  CORPORATION 


Everything  MIS  needs  to  know  abou 
the  difference  between  a  Conpaq  ?Q 
with  Intelligent  Modularity 
and  a  merely  upgradable  PC. 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent  _  .  ,  , 

Modularity,  which  goes  far 
beyond  ordinary  upgradability 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Smart  for  today— 
designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Suggested  Resale  Price  starts  at  just  over  i 
this  family  of  four  remarkable  PCs. 


000  for 


1.  High-Speed  Memory  Board. 

2.  Processor  Board. 


3  Advai 
'  VGAt 


Nobody  else  giues  you  all  the 
advantages  you  gel  with  the 
COMPAQ  DESKPRO/M  PCs. 

COMPAQ 
DESKPRO/M 
FAMILY 

ALR 
BUSINESS 
VEISA 

AST 
PREMIUM 
II 

DELL 
POWERLINE 
DE 

IBM  PS/2 
MODEL  90 

1  Five-lii  idrd  modular  design 

Yes 

No 

No 

No 

No 

2.  Upgradable  videi}  without 
using  tin  expansion  slot 

Yes 

Yes 

No 

No 

No 

3.  Separate  I/O  board  lor  potential 
enliancennents  and  ease  of  servire 

Yes 

No 

No 

No 

No 

4.  14  levels  of  security  int  luding 
cable-lock  provision 

Yes 

No 

No 

No 

No 

5.  System  configuration  ainl  ID 
number  available  in  meiiior, 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

6,  Power  supply  adequate  frjr  all 
expansion  needs 

24IIW 

l.SOw 

145w 

220w 

194w 

are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely,  ov( 
the  network.  A  big  time-  and  moni 
saver  for  MIS  managers. 

Smart  for  tomorrow— buW 
adapt  to  changing  technology  and  chang 
needs.  With  Intelligent  Modularity,  upgn 
ing  and  expanding  only  takes  about  five  minut( 
And,  thanks  to  unique 
Compaq  engineering 
you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system.  | 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  c 
no  matter  how  many  options  you  add.  And  the  240-watt 
power  supply  can  take  anything  you  plut! 

Call  your  Authorized  COMPAQ  Compi 
Dealer  and  ask  to  see  the  wonders  of 
COMPAQ  DESKPRO/M  PCs  firsthand. 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


4.  EISA  bus 
'  Board. 

Intelligent  Modularity^Five  separate  subsysi 
let  ycju  upgrade  or  replace  only  what  you  ne\ 
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Everything  the  boss 
needs  to  know. 


1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


It  simply  works  better. 


comPAa 


conomic  Trends 


BY  GENE  KORETZ 


YESTERDAY'S  'BIRTH 
DEARTH':  TOMORROW'S 
HOUSIHG  BUST? 


Can  housing  play  its  usual  antireces- 
sionary role  by  providing  the  driving 
force  of  economic  recovery?  That's  the 
question  plaguing  a  number  of 
economists,  who  note  that  housing 
starts,  which  normally  take  off  in  the 
depths  of  a  downturn,  have  been  rela- 
tively restrained  this  time  around— run- 
ning in  the  current  quarter  only  19% 
above  their  cyclically  low  915,000  annual 
pace  in  the  first  (juarter. 

The  answer  obviously  depends  on  the 
factors  that  are  inhii)iting  housing  con- 
struction and  demand.  Some  observers 
think  that  the  biggest  depressants  are 
the  disarray  in  the  thrift  and  banking 
sectors  and  the  inability  or  reluctance  of 


HOUSING  DEMAND  WILL  BE 
SLOWING  IN  THE  1990s 
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DATA;  FEDERAL  RESERVE  BANK  OF  PHILADELPHIA 


many  traditional  housing  lenders  to  pro- 
vide financing  to  builders  and  buyers. 
Others  think  that  consumers  are  holding 
back  because  slowing  inflation  has 
pushed  up  real  mortgage  rates  even  as 
nominal  rates  on  fixed-rate  mortgages 
have  moved  down.  In  this  view,  it's  only 
a  matter  of  time  befoi'e  sharper  declines 
in  inter-est  rates  spark  a  relatively 
strong  housing  pickup  by  boosting  af- 
forxlability  and  consumer  spirits. 

Economist  Leonar'd  Mills  of  the  Fed- 
eral National  Mor'tgage  Assn.  isn't  so 
sui'e,  however.  He  thinks  that  hou.sing's 
lackluster  recovery  may  in  part  reflect  a 
decline  in  underlying  demographic  de- 
mand resulting  from  the  so-called  birth 
dearth  that  began  in  the  early  1970s. 
"We  may  well  be  witnessing  the  initial 
impact  of  a  significant  slowdown  in  the 
growth  of  the  adult  population  in  the 
1990s,"  he  says. 


In  an  article  in  the  latest  issue  of  the 
Federal  Reserve  Bank  of  Philadelphia's 
Business  Revieiv,  Mills  projects  housing 
demand  in  the  1990s.  Based  on  the  ex- 
pected growth  in  the  adult  population, 
he  calculates  that  housing  starts  in  the 
1990s  should  run  about  1.21  million  units 
a  year,  down  significantly  from  their 
pace  in  earlier  decades  (chart). 

Looking  at  the  years  immediately 
ahead,  Mills  predicts  that  demogr-aphic 
factors  will  r-educe  the  demand  for  new 
housing  units  in  the  U.  S.  by  21%  by 
1995,  with  the  Northeast  and  Midwest 
suffering  declines  in  starts  of  about  40% 
and  (i0%,  respectively.  The  impact,  he 
adds,  will  shift  dur'ing  the  decade  from 
multifamily  to  single-family  construction 
as  the  baby-bust  generation  ages. 

To  be  sure.  Mills  concedes  that  cycli- 
cal conditions  tend  to  dominate  housing 
activity  over  the  short  term.  Indeed, 
because  of  the  recession,  housing  starts 
in  1991  are  running  about  30%  below 
the  level  his  model  projects— suggesting 
that  a  sharp  snapback  in  housing  could 
still  maternalize.  But  Mills  notes  that  ac- 
tual housing  starts  during  the  1980s  ex- 
ceeded his  projections,  so  the  housing 
stock  this  year-  includes  about  1  million 
more  units  than  population  factors  would 
seem  to  waiTant. 

"The  continuing  high  r-ate  of  vacan- 
cies, particularly  in  the  multifamily  sec- 
tor," says  Mills,  "indicates  that  earlier 
overbuilding  of  housing  units  has  still 
not  been  offset  by  the  sharp  dr'op  in 
new  construction."  The  upshot,  he  feels, 
is  likely  to  be  a  subdued  housing  recov- 
ery next  year,  followed  by  growth  that 
will  be  constr'ained  by  demogr^aphic  fac- 
tors through  the  rest  of  the  decade. 


ALCOHOLISM'S  DRAIH 
OH  THE  ECOHOMY  MAY 
BE  DEEPER  THAH  EVER 


The  economic  costs  of  alcoholism  are 
growing.  According  to  the  National 
Center  for  Health  Statistics,  such  costs- 
estimated  at  about  $128  billion  in  1986- 
will  hit  $150  billion  by  1995,  assuming 
drinking  patterns  remain  constant.  Al- 
though mor-e  than  half  of  this  is  because 
of  lost  employment  and  reduced  pro- 
ductivity, the  medical  bill  is  also  high: 
Health  care  costs  for  untreated  alco- 
holics are  double  those  of  nonalcoholics. 

Meanwhile,  a  recent  study  by  the  Na- 
tional Council  on  Compensation  Insur- 
ance indicates  that  workers'  compensa- 
tion costs  are  correlated  with  alcohol 
use,  with  such  costs  running  33%  higher 
in  the  five  states  with  the  highest  per 
capita  consumption  than  in  the  five 
states  with  the  lowest.  The  NCCI  con- 


cludes that  a  10%  drop  in  alcohol  coi 
sumption  in  1989  could  have  reduce 
workers'  comp  costs  by  $2.5  billic 
through  fewer  and  less  severe  claims. 


THE  FACTORY  FLOOR 
IS  A  GLOOMIER  AHD 
DOOMIER  PLACE 


Manufactur'ers  are  singing  the  blue 
According  to  Dun  &  Bradstr© 
Cor-p.'s  monthly  survey  of  1,000  man 
facturers,  their  optimism  fell  in  Nover 
ber  for  the  fifth  straight  month— nearir 
the  recession  low  it  hit  in  Novembe 
1990.  D&B  reports  that  manufacture: 
anticipate  both  a  decline  in  order  bac 
logs  in  coming  months  and  a  drop 
their  finished-goods  inventories— su, 
gesting  that  "ther'e  will  be  virtually  r 
growth  in  the  manufacturing  sector  i 
the  next  few  months." 

Similarly,  a  survey  of  some  250  mi 
size  manufacturers  last  month  by  Gra 
Thornton,  a  management  consulth 
firm,  indicates  that  three  quarters  b 
lieve  the  U.  S.  economy  is  still  in  rece 
sion— and  nearly  half  of  that  group  dor 
expect  a  recovery  until  mid-1992.  Abo 
the  only  optimism  found  in  both  su 
veys  was  expressed  by  exporters. 


CARS  ARE  GETTIHG 
SMALLER— BUT  THEY'R 
ALSO  GETTIHG  SAFER 


Conventional  wisdom  argues  th 
smaller  cars  are  less  safe  than  larg 
car-s  and  that  automobile  fatality  rat 
will  ther'efore  increase  if  more  small  ca 
appear  on  U.  S.  highways.  But  a  m 
General  Accounting  Office  study  d; 
putes  such  projections. 

The  study  notes  that  fears  about  ai 
downsizing  derive  from  research  cc 
cermed  with  "crashworthiness,"  or  t 
protection  that  cars  of  different  siz 
afford  their  occupants  in  a  collisic 
While  it  doesn't  dispute  such  finding 
the  GAO's  review  of  the  data  on  fat 
traffic  accidents  indicates  that  redi 
tions  in  auto  weight  since  the  mid-197 
"have  had  virtually  no  effect  on  tol 
highway  fatalities."  Indeed,  the  agen 
found  that  fatality  rates  for  all  cars  ha 
declined  in  r-ecent  years,  with  the  ra 
for  lighter  cars  improving  the  most 

The  explanation:  Focusing  exclusiv( 
on  crashworthiness  neglects  benefic 
safety  factors  related  to  weight.  Spec 
ically,  the  dramatic  drop  in  the  numt 
of  heavy  cars  has  reduced  the  dang 
such  vehicles  pose  to  occupants 
lighter  cars  with  which  they  collide. 
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ECONOMIC  Tl? 


WE  CAN  SEE  BY  YOUR  FACE  THAT 
YOU'VE  PRICED  THE  NEW  CAMRY 


SlZOOOforaCamryLE'^Yikes. 

What  you  need  is  a  dose  of  reality.  Like 
the  Nissan"  Stanza*  XE.  It  has  just  about  every- 
thing you've  ever  wanted  in  a  family  sedan. 
Like  a  Value  Option  Package  that  includes  air 
conditioning,  AM/FM  stereo  cassette,  cruise 
control  and  power  windows  and  door  locks. 
More  headroom  and  a  much  more 


powerful  standard  engine  than  Camry.Tradi- 
tionaily  high  resale  value.  And  up  to  $1,000 
in  factory-to-dealer  incentives  can  help  make 
it  yours  for  under  $15,000!  That's  up  to 
$2,600**less  thanyou-know-who. 

So  after  you've  gotten  over  the  Camry 
sticker  shock,  come  see  Stanza.  But  first,  do 
something  about  your  hair. 


THE  NISSAN  STANZA.  STILL  UNDER  $15,000. 


NISSAN 


BUILT  FOR  THE 
HUMAN  RACE* 


Smarr  people  always  read  the  fine  print  And  they  always  wear  their  seat  belts  'M  SRP  excluding  ude.  taxes,  license  and  destination  charges 
Incentive  available  for  a  Lmited  time  Dealer  participation  may  affect  cost  **Companson  based  on  Stanza  XE  with  Value  Option  Package  with  automauc 
cransnvssion  to  Camry  Lt.  Actual  price  difference  without  incentive  SI. 608  Differences  in  destination  charges  may  affect  price  comparison 


Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field.  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  clu  &  chfc 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 
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For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


IIS  NEW  YEAR'S  BABY  WON'T 
lEET  THE  INFLATION  MONSTER 


ks  far  as  the  U.  S.  economy  is  concerned,  the  best 
thing  you  can  say  about  1991  is  that  it's  over. 
However,  recessions  usually  leave  behind  one 
ome  legacy:  declining  inflation.  And  1992  should  be 
ifferent. 

lat's  especially  true  since  the  economy  is  hobbling 
the  new  year  without  the  ability  to  generate  broad 
;  pressures.  Moreover,  if  forecasters  are  right  about 
(page  62),  the  modest  recovery  they  expect  will 
ent  inflation  from  developing  any  new  steam. 

The  latest  data  engender  few 
inflation  fears.  Stores  are  slash- 
ing prices  to  attract  holiday 
buyers,  but  sales  remain  hum- 
drum. Weak  demand  is  causing 
retail  inventories  to  pile  up.  The 
housing  recovery  is  sputtering. 
Industrial  output  is  losing 
ground.  Operating  rates  are 
falling.  And  capital-spending 
plans  for  1992  are  not  spread 
evenly  across  the  economy. 


IICE  PRESSURES 
NTINUE  TO  EASE 


90  NOV, 
ENI  CHANGE  FROM  A  YEAR  AGO 
DATA:  UBOR  DEPT.,  BW 


that  climate,  few  businesses  are  even  thinking 
it  raising  prices.  Indeed,  inflation  usually  improves 
at  least  a  year  after  a  recovery  begins,  and  it  is 
ming  clear  that  an  upturn  is  not  even  under  way 
A  growing  number  of  economists  believe  that  the 
-91  recession  is  turning  into  the  1990-92  downturn, 
/en  the  White  House  now  admits  that  for  all  practi- 
aurposes,  the  recession  continues.  Federal  Reserve 
•d  Chairman  Alan  Greenspan  didn't  go  quite  that  far 
is  congressional  testimony  on  Dec.  18,  but  he  said 
the  recovery  "clearly  has  faltered." 
s  not  just  the  cyclical  forces  that  are  driving  down 
,tion.  The  unwinding  of  the  debt-driven  boom  of  the 
s  is  a  structural  depressant  on  prices.  Consumer  and 
ness  debt  had  grown  at  a  double-digit  pace  during 
h  of  the  past  decade,  but  now  the  annual  growth 
has  plummeted  to  less  than  — the  slowest  pace  in 
3  than  four  decades.  This  massive  deleveraging  is 
ting  a  strong  deflationary  force  on  the  economy. 


lERE 
E  THE 
ILIDAY 
LES? 


All  the  price  gauges  suggest  that  infla- 
tion is  under  control  and  likely  to  remain 
so.  The  consumer  price  index  rose  0.4%  in 
November,  and  the  core  CPI,  which  elimi- 
s  the  volatility  in  food  and  energy  prices,  rose  only 
The  producer  price  index  for  the  month  looked 
5  as  well.  The  trends  in  the  annual  inflation  rate  for 
I  the  CPI  and  the  PPI  are  clearly  down  (chart). 


Demand  is  simply  too  weak  to  keep  inflation  at  the 
consumer  level  from  dropping  further.  Retail  sales  rose 
only  0.3%  in  November— 0.2%  excluding  autos.  In  fact, 
nonauto  retail  buying  is  down  0.2%  from  a  year  ago,  the 
worst  performance  in  the  24-year  history  of  the  data. 

Moreover,  the  government  revised  retail  sales  in  both 
September  and  October  downward.  If  December  sales 
are  as  bad  as  feared,  consumer  spending  in  the  fourth 
quarter  will  be  a  drag  on  economic  growth  that  might 
even  result  in  a  decline  in  real  gross  domestic  product. 

Housing  typically  helps  consumer  demand  by  boosting 
spending  on  home-related  goods.  However,  the  current 
upturn  in  homebuilding  is  too  weak  to  provide  much 
support  (chart).  Housing  starts  fell  2.1%-  in  November,  to 
an  annual  rate  of  1.07  million.  That  was  the  second 
decline  in  the  past  three  months,  and  although  starts  hit 
bottom  10  months  ago,  they  remain  5.7%  below  their 
year-ago  level.  And  1991  will  likely  end  up  as  the  worst 
year  for  homebuilding  in  the  postwar  era. 

Another  downward  pressure 
on  prices  of  consumer  goods  is 
excessive  retail  inventories.  De- 
spite cautious  ordering  by  re- 
tailers, weak  sales  caused  their 
stockpiles  to  balloon  by  1.3%'  in 
September  and  1.2%  in  October, 
the  largest  two-month  increase 
in  three  years. 

An  acute  sign  of  trouble 
shows  up  in  nondurable  goods, 
where  the  ratio  of  inventories  to 
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sales  in  November  jumped  to  one  of  the  highest  levels  in 
the  past  17  years.  Getting  rid  of  those  stocks  amid  soft 
demand  will  require  deep  discounting.  Bulging  retail  in- 
ventories also  mean  less  ordering,  and  that  darkens  the 
outlook  for  the  industrial  sector  this  winter. 

DEMAHD  Another  reason  for  the  bright  inflation 
WR  outlook  at  the  retail  level  is  that  price 

SUPPLIES       hikes  at  the  producer  level  are  small  or 
IS  WEAK        nonexistent.  It's  easy  to  see  why:  Indus- 
trial companies  can't  raise  prices  with  demand  so  weak. 

In  November,  the  producer  price  index  for  finished 
goods  increased  just  0.2%.  Excluding  food  and  energy, 
the  gain  in  the  PPI  was  only  0.3%'.  Because  of  the  sharp 
drop  in  energy  prices  after  the  end  of  the  gulf  war, 
finished-goods  prices  stand  a  bit  below  their  level  of  a 
year  ago.  The  PPI  without  food  and  energy  is  up  3.1%',  a 
slower  pace  than  the  3.77^  clip  of  November,  1991. 
Inflation  further  back  in  the  production  process  is 
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even  tamer.  Excluding  food  and  energy,  wholesale  prices 
of  materials  and  supplies  rose  0.1%  in  November  and  are 
17<'  below  their  year-ago  levels.  Crude-material  costs  are 
some  97o  lower  than  a  year  ago.  And  commodity  prices  in 
mid-December  fell  to  a  four-year  low. 

DETROIT  Upward  pressures  on  producer  prices  are 
CAN'T  unlikely  to  build  until  manufacturers  are 

CETIM  firmly  on  the  road  to  recovery.  Right 

GEAR  r\ow,  the  outlook  isn't  good.  The  industri- 

al sector  is  on  the  brink  of  a  new  downturn. 

Output  at  the  nation's  factories,  utilities,  and  mines 
fell  by  0.4%  in  the  month,  despite  a  0.9%  jump  in  utility 
use  as  extremely  cold  weather  in  some  regions  raised 
energy  demand.  After  surging  in  the  spring,  output 
hasn't  gained  any  ground  since  July  (chart). 

Factory  output  alone  fell  by 
0.5%  in  November,  but  a  strike- 
related  decline  in  industrial 
equipment  and  a  drop  in  auto 
output  accounted  for  much  of 
the  weakness.  Both  drags  on 
output  may  stick  around  for  a 
while,  but  the  fall  in  auto  pro- 
duction is  especially  worrisome 
because  it  reflects  the  sharp 
falloff  in  car  sales. 
Detroit  made  cars  at  an  annu- 
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al  rate  of  only  5.7  million  in  November,  down  from  5.9 
million  in  October  and  6  million  in  September.  But  even 
that  sluggish  pace  may  be  getting  ahead  of  car  sales. 
After  new  domestically  made  autos  sold  at  an  annual 
rate  of  just  6.2  million  in  November,  car  buying  dropped 
to  a  feeble  5.4  million  rate  in  early  December. 

But  it  isn't  just  auto  makers  who  are  in  trouble.  Pro- 
duction of  home-related  consumer  goods  has  been  flat 
since  July,  nondurable  goods  are  weak,  and  even  exclud- 
ing the  strike,  industrial-equipment  output  is  falling. 


SOME  GOOD  NEWS  01 
CAPITAL  SPENDING 


Little  wonder,  then,  that  operating  rates  have  be€ 
falling  steadily  since  midyear.  The  capacity-utilizatic 
rate  for  all  industry  dipped  to  79.1%  in  November,  fro 
79.6%  in  October.  The  factory  rate  was  down  to  78/ 
from  October's  78.6%'. 

The  slackness  in  capacity  is  a  big  plus  for  the  inflatic 
outlook.  Manufacturers  can't  raise  prices  and  risk  losin 
the  new  orders  that  will  keep  their  production  lines  bus; 

But  the  decline  in  operating 
rates  also  means  that  manufac- 
turers have  little  reason  to  in- 
vest in  new  plants  and  equip- 
ment. The  Commerce  Dept.'s 
latest  survey  on  spending  plans, 
done  in  October  and  November, 
shows  that  real  capital  outlays 
in  1992  will  increase  by  a  re- 
spectable 5.7%,  after  they  fell 
1.1%  in  1991  (chart). 

Manufacturers,  however,  plan 
no  gain  in  1992  investment  following  a  4.3%  drop  i 
spending  in  1991.  All  the  increase  in  capital  spendin, 
next  year  will  be  made  by  nonmanufacturing  industries 
especially  airlines  and  commercial  services. 

In  the  past  two  years,  businesses  started  out  mor 
optimistic  on  spending  plans  only  to  scale  back  thei 
capital  budgets  as  the  year  progressed.  That  may  be  thj 
case  in  1992,  especially  if  profits  do  not  perk  up. 

However,  whatever  the  increase  in  budgets,  spending 
is  likely  to  go  for  new  equipment,  because  of  the  overj 
supply  of  commercial  buildings.  That  should  help  capital 
goods  makers,  but  not  until  the  second  half  of  the  yeaij 

Stronger  economic  growth  is  undoubtedly  first  on  e\ 
eryone's  wish  list  for  1992.  However,  lower  inflation- 
and  the  downward  pressure  it  brings  on  interest  rates— 1 
does  give  businesses  and  consumers  something  to  loolT 
forward  to  as  they  close  the  books  on  a  year  they  maj 
well  prefer  to  forget. 


▲  PEKCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  COMMERCE  DtPI. 


THE  Week  ahead 


PERSONAL  imom 


Monday,  Dec.  23,  10  a.m. 
Personal  income  likely  rose  by  0.2'%  in 
November,  the  same  gain  as  in  October, 
say  economists  surveyed  by  McGraw- 
Hill  Inc.'s  MMS  International.  Consumer 
spending  probably  increased  in  No- 
vember, after  a  0.3%  fall  in  October. 

DURABLE  GOODS  ORDERS  

Tuesday,  Dec.  24,  8:30  a.m. 

Durable  goods  orders  likely  fell  by  Ifo  in 

November,  after  rising  3%  in  October. 


LEADING  INDICATORS 


Tuesday,  Dec.  31,  8:30  a.m. 

The  government's  composite  index  of 

leading  indicators  probably  fell  by  about 


0.5%  in  November.  That's  suggested  by 
falling  stock  prices,  rising  unemploy- 
ment claims,  and  a  steep  drop  in  con- 
sumer expectations  for  the  month.  In 
October,  the  index  rose  a  slight  0.17f'. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tjiesday,  Dec.  31,  10  a.m. 
New  houses  probably  sold  at  an  annual 
rate  of  about  500,000  in  November,  little 
changed  from  the  disappointing  513,000 
pace  in  October. 

CONSTRUCTION  SPENDING  

Thursday,  Jan.  2,  10  a.m. 
Outlays  for  building  projects  likely 
dropped  by  at  least  1%  in  November,  as 
bad  weather  in  the  Midwest  held  back 
construction  activity.  In  October,  spend- 


ing increased  by  1%,  led  by  a  3.8%  gaii 
in  government  outlays. 

NAPM  SURVEY 


Thursday,  Jan.  2,  10  a.m. 
The  National  Association  of  Purchasini 
Management's  index  of  industrial  activi 
ty  probably  fell  below  the  507<:  mark  ii 
December.  That's  a  sign  the  factory  sec 
tor  is  back  in  recession.  The  napm  inde? 
stood  at  .50.1%  in  November. 

FACTORY  INVENTORIES 


Friday,  Jan.  3,  10  a.m. 
Manufacturers  likely  added  little  to  theii 
inventories  in  November.  That's  sug 
gested  by  the  cutbacks  in  production 
Factory  stock  levels  were  flat  in  Octobei 
but  had  risen  0.4%  in  September. 
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For  a  second  opinion  . 
^n^V^ndows,  ask  Baxter 
Healthcare  Corp. 


'The  suite  of  applications  for  Windows 
is  very  rich!' 


'Our people  are  doing  much  better  work. 
Better  looking.  Better  crafted" 


"As  far  as  I  was  concerned,  it  was  obvious: 
Windows  is  where  it's  going" 

When  Systems  Manager  Bob 
Cohen  introduced  the  Microsoft 
lit  RosoFT.  Windows  operating  system  to  Baxter 
ANDOWS.  Healthcare's  Renal  Division,  the  ben- 
fits  quickly  became  apparent.  Employees 
jarned  Windows  applications  with  ease.  And 


"It's  just  made  it  a  lot  easier  to  do 
a  lot  of  things" 

the  quality  of  work  improved  dramatically  To 
get  a  free  "Windows  at  Work"  video,  call  (800) 
541-1261,  Dept.W34.  And  find  out  how  Windows 
can  help  improve  your  company's  health. 

Miaosoft 


ergoud  only  whtie  supplier  last  and  only  in  the  50  United  States.  ©  1991  Mtcrosoft  Corporation-  All  nghls  resented.  Printed  in  the  U.S.A  In  the  50  United  Slafe.^.  call  iSOO)  541-1261.  Depl  W:i4  In  Canada,  call  (SOU)  563  9048  Outside  the  United 
lies  and  Canada,  call  (206)  936-8661  Microsoft  is  a  registered  trademark  and  Windom  is  a  trademark  of  Microsoft  Corporatum 
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REGIONS  I 


WHEN  CALIFORNIA 
SNEEZES... 

THE  STATE'S  WIDENING  RECESSION  IS  HAVING  AN  IMPACT  EVERYWHERE  ELSE 
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If  only  some  Hollywood  megalomani- 
ac could  snap  his  fingers  and  bark: 
"Get  me  a  rewrite  of  this  script!" 
But  there's  nothing  celluloid  about 
California's  recession.  Consider  the  lum- 
ber mills  of  the  Pacific  Northwest, 
which  used  to  count  on  California's 
booming  building  sector  to  pull  them  out 
of  the  dumps.  "Now,  it's  a  different 
world,"  moans  Dixie  Tibbets,  sales  man- 
ager of  Medford  Corp.'s  lumber  division 
in  Medford,  Ore.  With  California  con- 
struction down  25%,  orders  have  dried 
up.  This  Christmas,  Medford  is  closing 
plants  for  an  unusual  two-week  hiatus. 

Retailers,  steelmakers,  banks,  and  de- 
fense subcontractors  from  Utah  to  New 
York  are  paying  the  price  as  California's 
economy  heads  into  a  recession  deeper 
and  longer  than  almost  anyone  had  fore- 


cast. And  California's  horizons  are 
gloomier  than  ever.  On  Dec.  12,  San 
Francisco-based  Wells  Fargo  &  Co.  an- 
nounced that  it  will  set  aside  $700  million 
for  loan  losses  because  of  persistently 
weak  California  real  estate.  The  next 
day,  Standard  &  Poor's  Corp.  lowered  its 
rating  on  California's  public  debt  to  AA 
from  AAA,  citing  the  state's  yawning  $4 
billion  budget  gap  (page  35). 
OUT  OF  THE  CHIPS.  Big  deal,  you  say? 
Banks  are  a  bummer  nationwide — what 
about  California's  high-techies?  True, 
Silicon  Valley  hasn't  been  hit  as  hard  as 
other  parts  of  the  Golden  State.  But  af- 
ter a  gee-whiz-what-a-blast  decade  of 
double-digit  sales  growth,  Silicon  Valley 
is  girding  itself  for  single-digit  territory. 
Still  growing,  but  get  this:  Silicon  Valley 
has  lost  6,900,  or  3.7%,  of  its  electron- 


ics jobs  since  October,  1990  (page  34| 
Plenty  of  folks  have  been  waiting  fo| 
cocky  California  to  get  its  comeuppance 
Too  bad,  because  even  far-away  Penr  | 
sylvanians  are  finding  out  the  hard  wa;  i 
how  their  own  livelihood  is  linked  to  th  | 
Golden  State.  Its  30  million  resident  i 
make  up  a  huge  market  Contributinj  i 
more  than  13%  of  the  nation's  output  i 
California's  economy  is  tightly  interwc  ! 
ven  with  the  rest  of  the  nation's  in 
way  no  other  state  can  match  (map),  i 
And  right  now,  as  America  gropes  fo  j 
a  way  to  stage  an  economic  rebound,  | 
stubbornly  sluggish  California  figure 
most  certainly  to  hold  it  back.  Say 
Mark  Zandi,  an  economist  at  Regior 
al  Financial  Associates  Inc.:  "It  i 
very  difficult  to  come  up  with  a  n? 
tional  economic  recovery  without  Ca! 


THE  NATION  OF  CALIFORNIA 


MIGRATION  TO 
CALIFORNIA 


'LEGENDS,'  AN  RTC-OWNEO  EYESORE  IN  LANCASTER, 
MAY  BE  BURNED  DOWN  IN  tCTHAl  WEAPON  III 


▲  thousands  OF  PERSONS,  NET 


ECONOMIC  GROWTH 

PERSONAL  INCOME,  ANNUAL 
PERCENTAGE  CHANGE  1980-90 

CALIFORNIA  8.4% 
U.S.  7.5% 

1990  92- 

CALIFORNIA  4.2% 
U.S.  4.2% 
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JOBS 

CUMULATIVE  NONFARM  EMPLOYMENT 
GAINS,  ANNUAL  PERCENTAGE  CHANGE 

1980-90 

CALIFORNIA  2.7°/° 
U.S.  2.0% 

1990-92- 

CALIFORNIA  0.2°^° 

U  S  0.0% 

STATE  TAX  NET 
INCREASE 

FISCAL  1992 

CALIFORNIA  S5.7BiLiiON 
U.S.  TOTAL  MS.Obillion 


MANY 

CALIFORNIAS 

Los  Angeles  public  schools 
teach  in  English,  Spanish, 
Armenian,  Korean, 
Cantonese,  Tagalog, 
Russian,  and  Japanese 


CALIFORNIA'S  OUlS  i 


PERCEtnUH,!! 
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rnia  providing  some  of  the  strength." 
A  generation  of  Californians  has 
ised  their  kids  and  sent  them  to  Berke- 
f  since  they've  seen  such  bad  times, 
lis  year's  loss  of  414,000  jobs  is  the 
verest  on  a  percentage  basis  since 
45.  With  six  quarters  of  economic  con- 
iction  already,  the  state  is  heading  for 

longest  downturn  since  the  Great  De- 
ession.  It  has  gotten  so  bad  that  even 
visers  hired  to  help  the  jobless  find 
)rk  are  being  laid  off.  Says  Susan 
rrne,  an  outplacement  counselor  who 
5t  month  lost  her  job  at  Lee  Hecht 
irrison  in  Los  Angeles:  "The  recession 

so  deep  that  even  companies  using 
tplacement  firms  are  cutting  back." 
ivid  G.  Hensley,  chief  of  the  economic 
recasting  unit  at  the  University  of  Cal- 
irnia,  Los  Angeles,  doesn't  see  a  turn- 
ound  before  late  1992. 
Already,  workers  in  other  parts  of  the 
untry  are  suffering.  Pittsburgh  com- 
ter  salesman  Barry  Silverman  was 
d  off  in  November  when  his  employer, 
;XT  Computer  Inc.  in  Redwood  City, 
ilil,  cut  staff  by  5%.  He's  searching 
r  a  new  job  but  says:  "It  looks  pretty 
•e."  In  Seattle,  homeowners  in  the  top 
:r  of  the  market  are  finding  their  prop- 
ty  values  have  tumbled  25%  since 
ring,  1990.  The  flood  of  "equity  ban- 
s" — people  who  sold  their  homes  in 
ilifornia  at  sky-high  prices,  then 
ught  mansions  in  the  lower-priced  Se- 
tle  market — has  slowed  to  a  trickle. 


At  the  heart  of  California's  woes  is 
new  construction.  During  the  1980s,  a 
stream  of  lumber,  steel,  and  other  mate- 
rials fueled  the  building  binge.  But  hous- 
ing starts  this  year  are  down  51%  since 
1989,  and  commercial  real  estate  is  even 
worse  off.  Vacancies  in  downtown  Los 
Angeles,  already  19%,  could  soar  next 
year,  says  economist  Zandi.  So  orders 
for  lumber,  steel,  wallboard,  and  ceiling 


A  $4  billion  budget  gap, 
7.4%  unemployment,  real 
estate  crippled  . . .  The  list 

of  woes  goes  on  and  on 


tile  have  declined  sharply.  Geneva  Steel 
in  Provo,  Utah,  which  ships  one-quarter 
of  its  output  to  California,  saw  profits 
slide  54%',  to  $17.5  million,  in  the  fiscal 
year  ended  in  September.  The  story  is 
the  same  for  companies  that  once  filled 
new  California  homes  and  offices  with 
carpeting,  furniture,  and  appliances. 

Nowhere  do  things  look  as  bleak  as  at 
California's  arms  makers.  While  many 
of  the  state's  industries  will  rebound  one 
day,  thousands  of  defense  jobs  are  gone 
for  good.  The  expected  cancellation  of 
the  B-2  bomber  alone  would  eliminate 
half  of  Northrop  Corp.'s  revenues,  and 


its  subcontractors  around  the  country 
also  stand  to  lose  work.  LTV  Corp.  in 
Dallas  is  set  to  lose  $6.4  billion  of  B-2 
work,  forcing  it  to  lay  off  3,000  workers, 
fully  one-third  of  its  aircraft  employees. 
By  its  own  estimates,  LTV  would  then 
cancel  subcontracts  with  scores  of  small- 
er companies,  costing  the  regional  econo- 
my some  $13  billion  in  the  1990s. 
MEGABANK  CUTS.  In  banking,  too,  Cali- 
fornia faces  a  grave  erosion  of  its  em- 
ployment base.  The  proposed  merger  of 
Bank  of  America  with  Security  Pacific 
Corp.,  for  example,  is  expected  to  cut 
10,000  to  15,000  jobs  in  California  and 
other  Western  states.  It's  widely  expect- 
ed that  another  megabank  in  California, 
First  Interstate  Bancorp,  also  eventually 
will  merge,  resulting  in  more  layoffs. 

With  all  these  job  losses,  it's  no  won- 
der that  California  consumers  are  so 
tight  with  their  dollars.  And  retail  chains 
that  expanded  in  the  lucrative  California 
market  during  the  late  '80s,  such  as 
R.  H.  Macy  &  Co.,  are  suffering.  All  de- 
partment store  sales  in  California  fell 
1.1%  in  the  first  nine  months  of  1991, 
while  rising  3.7%  nationally.  Macy's 
knew  it  had  trouble  with  its  operations 
back  East,  but  California's  retail  crunch 
caught  it  off  guard. 

All  this  is  threatening  California's 
treasured  place  in  the  American  psyche 
as  the  land  of  milk  and  honey.  'Traffic, 
congestion,  smog,  and  soaring  home 
prices  dimmed  some  of  the  glow  of  the 


IN  THE  U.S.  ECONOMY 

INCOME,  BY  SUTE,  SECOND  QUARTER  1991 

i  SHARE  EQUALS  13,3«) 


OFFICE  VACANCIES 


METROPOLITAN  AREA 

1990 

1991 

1992* 

U.S. 

19.5% 

19.3% 

17.2% 

LOS  ANGELES 

17.8% 

20.1% 

16.0% 

SAN  DIEGO 

21.0% 

22.7% 

19.4% 

SAN  FRANCISCO 

13.5% 

14.7% 

13.2% 

SAN  JOSE 

12.7% 

12.8% 

13.0% 

DEFENSE  INDUSTRY 

1990 

Defense  manufacturing  employment:  345,900 
Defense  workers  as  a  shore  of 

California's  total  manufacturing  work  force:  1 6.2% 


HOMEBUILDING 

THOUSANDS  OF  UNITS 


1987 


1989 


1990 


1991' 


CALIFORNIA 

PERCENT  OF 
U.S.  TOTAL 


256.3 
15.7% 


243.7 
16.4% 


232.8 
16.9% 


170.4 
14.2% 


114.8 
11.5% 


BUSINESS  WEEK/DECEMBER  30.  1991  33 


DEATH  VALLEY  DAYS 
FOR  THE  TECHIES 


When  Ellis  Goldberg  was  laid 
off  last  May  as  marketing 
director  of  Biomation  Corp., 
a  Silicon  Valley  electronic  test-equip- 
ment maker,  he  figured  he  could  quick- 
ly find  work  in  the  job-rich  region.  He 
figured  wrong.  Six  months.  30  inter- 
views, and  1,000  resumes  later,  he  was 
forced  to  settle  for  a  sales  job  with  a 
tiny  software  company  that  paid  30'' 
less  than  his  old 
$70,000-a-year  job.  At 
least  he  had  work. 

Now,  that's  gone,  too. 
On  a  singularly  unluckv 
Friday,  Dec.  13,  Gold- 
berg was  laid  off 
again — this  time,  after 
less  than  two  months. 
Fortunately,  savings,  a 
severance  check,  and 
his  wife's  part-time  job 
will  likely  tide  his  fam- 
ily through  without  se- 
vere disruption.  But  the 
double  whammy  has 
shaken  his  confidence. 
"It  makes  me  question 
my  own  worthiness," 
says  Goldberg. 

The  recession  is  deal- 
ing workers  in  the  one- 
time economic  power- 
house a  brutal  lesson  in 
job-hunting.  While  Sili- 
con Valley's  o.l'^''  job- 
less rate  is  still  four 
percentage  points  lower 
than  in  some  months  in 
past  recessions,  there's 
no  doubt  new  jobs  are 
scarce.  In  the  12 
months  ended  Oct.  31, 
the  region  lost  14,800 
jobs — 6,900  in  electronics — the  state 
Employment  Development  Dept.  says. 
BLiNDSiDED.  And  it's  not  just  assembly 
workers  who  are  bearing  the  brunt: 
Unemployment  benefits  to  profession- 
als, technicians,  and  managers  com- 
bined jumped  19%  in  the  past  six 
months,  the  largest  rise  among  10  oc- 
cupational categories. 

Goldberg,  46,  never  saw  the  layoff 
coming.  After  moving  from  New  York 
City  to  the  San  Francisco  Bay  area  in 
1973.  armed  with  an  electrical-engineer- 
ing degree,  he  found  sales  and  market- 
ing jobs  with  electronics  companies.  He 
landed  at  Biomation  11  years  ago. 


When  its  Japanese  distributor,  Toyo 
Corp.,  bought  the  company  last  year, 
Goldberg  didn't  worry.  "I  knew  they 
had  lifetime  employment  in  Japan,"  he 
says.  But  when  hard  times  hit  this 
year,  he  discovered  not  all  Japanese 
work  concepts  extend  to  U.  S.  outposts. 

To  find  work,  he  amassed  a  data 
base  of  1,450  names.  Using  a  program 
that  allows  him  to  tailor  his  resume 
easily  and  to  automate 
addressing,  Goldberg 
mailed  some  1,000  re- 
sumes. But  at  many  in- 
terviews, managers  had 
a  foot-high  stack  of  re- 
sumes on  their  desks. 
"I'd  tell  myself  every 
morning  that  I'm  going 
to  find  a  job,"  he  says. 
"Then  it  doesn't  come. 
It's  pretty  deflating." 

STAYING  HOME.  It's  all 

the  worse  on  the  second 
go-round.  "It  seems  like 
we're  back  to  square 
one,  but  this  time  we 
have  fewer  financial  re- 
sources," says  his  wife, 
Sharon,  a  teacher's 
aide.  She's  mulling  a 
full-time  teaching  job, 
but  they're  scarce. 
Meanwhile,  the  couple 
and  their  two  teenage 
girls  are  taking  no  vaca- 
tions and  on  rare  nights 
out  stick  to  Denny's 
coffee  shops. 

A  self-described  East 
Village  hippie  in  the 
1960s,  Goldberg  now 
finds  himself  missing 
the  chance  to  wear  a  tie 
and  jacket.  He  reminisces  about  the 
days  when  he  and  his  salespeople 
would  close  a  deal,  return  to  their  car, 
and  scream  with  joy  over  the  conquest. 
"I'd  like  to  create  work  for  the  people 
in  the  factory,"  he  says. 

Now,  he  must  create  work  for  him- 
self. So  it's  back  to  the  unemployment 
line  near  his  home  in  Danville,  north- 
east of  the  Valley,  and  back  to  want 
ads,  resumes,  and  endless  lunches  with 
employed  friends  who  might,  per- 
chance, have  leads.  For  Goldberg  and 
many  others  like  him  in  the  "\'alley, 
finding  work  is  a  full-time  job. 

By  Robert  D.  Hof  in  San  Francisco 


California  dream  during  the  past  decad 
Now,  California's  unemployment  rate, 
7.4'^  in  November,  outstrips  the  nation 
average  of  6.8' 

Job  seekers  no  longer  flock  to  Califi 
nia.  In  fact,  some  are  leaving.  Video  e' 
tor  David  W.  McKee,  26,  departed  S; 
Francisco  for  Atlanta  in  October.  "I 
hoping  for  a  better  lifestyle  and  mo 
opportunity,"  he  says.  Colorado  pe; 
some  60%  of  its  projected  $39  millii 
school  budget  shortfall  to  California 
moving  into  the  state. 
STIGMATIZED.  Just  doing  business  in  C; 
ifornia  is  becoming  a  stigma.  Because 
expects  more  sluggishness  in  Californ 
where  Minneapolis-based  Dajlon-Hu 
son  Corp.  gets  one-third  of  its  sale 
First  Manhattan  Co.  analyst  Thom: 
Tashjian  cut  his  1992  earnings  foreca 
for  the  retailer.  "We've  never  expei 
enced  it  this  bad  before,"  says  Walt 
Rossi,  chairman  of  Dayton-Hudson 
Mervyn's  chain  of  moderately  priced  d 
partment  stores,  which  rings  up  aboi 
60%  of  its  sales  in  California.  "It  will  I 
very  difficult  at  least  as  far  out  as 
can  see." 

Has  the  darkest  hour  settled  upon  Cs 
ifornians?  Banking  analyst  George  J 
Salem  of  Prudential  Securities  In 
warns:  "The  worst  is  ahead  of  them 
He  says  the  state  is  in  the  early  stagi  In:: 
of  a  crisis  that  could  rival  those  suffer^reSk 


nsTse 


in  New  England  and  Texas.  He's  gloon 
er  than  the  consensus  opinion  that  Ca 
fornia  is  diversified  enough  to  reboui 
eventually.  But  each  month  of  stagn 
tion  spells  more  trouble  for  Californ 
banks,  as  well  as  such  others  as  Cr 
bank  and  Chase  Manhattan  Corp.,  whi( 
have  lent  S2.6  billion  and  SI  billion,  r 
spectively.  to  California  developers. 

Not  even  Hollywood  dreamers  are  ii 
mune.  Lavish  film  budgets  in  the  la 
1980s  and  a  lackluster  box  office  ha 
driven  scores  of  movie  producers  out 
business  and  cut  production  for  tho; 
that  remain.  The  bad  news  has  reach( 
Wilmington.  N.  C,  where  seven  mo\i 
including  Billy  Bathgate  and  Rambli'^uxf 
Rose,  were  shot  last  year.  This  year 
feature  films  were  made  in  Wilmingto 

Hollvwood  at  least  has  found  one  w»3£fp;ji| 
to  cash  in  on  California's  woes.  For  tflr 
climax  of  Lethal  Weapon  III,  Warn 
Bros.  Inc.  wants  to  torch  the  L^gem 
housing  development  in  Lancaste 
Calif.,  which  was  abandoned,  half-fi 
ished,  18  months  ago.  That's  fine  wi 
city  officials,  who  are  eager  to  get  rid 
an  eyesore.  Once  again,  the  rest  of  tl 
country  can  watch  a  piece  of  Californ 
go  up  in  smoke. 

By  Kathleen  Kencin  in  Los  AngeL 
with  Christopher  Farrell  in  New  Yoi 
Deri  Jones  Yang  in  Seattle,  Walec 
Konrad  in  Atlanta,  and  bureau  reports 
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IVtSTS  ERUPTED  WHEN  GOVERNOR  PETE  WILSON  VETOED  A  GAY-RIGHTS  BILL  IN  OCTOBER 


OLITICAL  AFTERSHOCKS 

F  AN  ECONOMIC  EARTHQUAKE 


:hastened  California  is  being  torn  apai't  in  battles  over  social  services 


■  rom  its  earliest  days,  California  has 

■  relished  big  jobs.  The  state  was  in  its 
infancy  when  10,000  workers — many 

hem  from  the  first  wave  of  Chinese  im- 
:rants — built  a  127-mile  railroad  over 
,  through  the  Sierra  Nevada.  Later,  as 
Golden  State  kept  drawing  hordes 
m  across  the  continent  and  oceans,  it 
11  flinch  at  providing  a  premier  system 
roads,  aqueducts  a  Roman  empei-or 
lid  envy,  munificent  social  programs, 
1  a  standard-setting  system  of  higher 
cation.  If  there  were  bumps  on  that  10- 
3  California  freeway,  they  soon  were 
jothed  by  a  relentlessly  booming  econo- 
that  grew  to  rival  all  but  a  handful  of 
largest  nations  on  earth, 
low,  the  shock  absorbers  on  America's 
^est  state  are  getting  squishy.  With  its 
nomy  sputtering  and  environ- 
ntal  and  other  regulations 
ding  employers  fleeing  to  oth- 
states,  maintenance  of  even 
h  bedrock  programs  as  educa- 
1,  medical  care,  and  welfare 
)ear  beyond  California's 
,sp.  Just  five  months  after 
;ing  a  $14.3  billion  budget  def- 
— by  far  the  largest  ever  pro- 
ved by  a  state  government — 
ramento  is  looking  at  a  fresh 
rtfall  of  at  least  $4  billion 
re.  "California  has  always  had 
>  crazy  mentality  that  it  could 
ord  anything  it  needed," 
ffs  Joseph  F.  Alibrandi,  chair- 


man of  Los  Angeles-based  electronics 
maker  Whittaker  Corp. 

Alibrandi  is  heading  an  industry-backed 
drive  for  a  ballot  initiative  to  give  parents 
vouchers  worth  about  $2,500  a  year  to 
send  their  kids  to  private  schools.  Califor- 
nia's schools  are  indeed  a  mess,  with  the 
$4,826  allotted  annually  to  each  student 
putting  the  state  31st  in  the  nation  and 
$335  below  the  national  average.  Just  10 
years  ago,  California  ranked  22nd. 

Schools  are  just  one  example  of  a  chas- 
tened California  (table).  On  Dec.  9,  Gover- 
nor Pete  Wilson  proposed  a  constitutional 
amendment  to  slash  by  up  to  25''''  the 
state's  $2.8  billion  a  year  in  welfare  pay- 
ments to  poor  mothers.  California's  wel- 
fare payments  now  average  $663  a  month, 
fourth-highest  in  the  nation.  The  more 


CALIFORNIA  ANXIETY 

Results  of  a  Los  Angeles  Times  poll  taken  May  2 1 
Dec.  10  (in  May,  there  were  1,679  respondents, 
December,  1,629) 

MAY  DECEMBER 


YES  31% 
NO 

YES  18% 
NO  69% 

EDUCATION  io  o 
CRIME  ir/o 
DROUGHT  1 0% 

ECONOMY  1  8% 
UNEMPLOYMENT  16% 
CRIME  9% 

nnost  important 
issues  facing 
California? 

than  130,000  recipients  coming  each  year 
from  lower-paying  states  have  helped 
swell  California's  rolls  to  1.9  million. 
That's  nearly  IT/'  of  all  U.  S.  recipients  for 
a  state  with  12' ^  of  the  population.  Today, 
the  state  says,  welfare  pays  for  one  in  ev- 
ery three  babies  born  in  the  state. 

A  moderate  Republican  who  often  is 
mentioned  as  a  1996  Presidential  candi- 
date, Wilson  last  summer  dismayed  con- 
servatives by  compromising  on  tax  hikes 
with  the  Democrat-controlled  legislature. 
Since  then,  he  has  swerved  right.  In  Octo- 
ber, he  vetoed  a  gay-rights  bill,  prompting 
a  series  of  violent  protests.  Now,  with  his 
scheme  to  slash  welfare,  he  may  be  high- 
lighting deeper  divisions  in  the  state.  Wil- 
son's welfare  initiative.  Assembly  Speaker 
Willie  L.  Brown  said,  is  "the  biggest  politi- 
cal cop-out  since  Chamberlain  gave  up 
Czechoslovakia  to  Hitler." 

Sacramento  has  ever  been  split  by  parti- 
san strife,  but  the  state's  political  system 
seems  less  and  less  capable  of  sorting  out 
problems.  Democrats  cut  a  budget  deal 
with  Wilson  last  summer.  But  this  time 
around.  Assemblyman  John  L.  Burton 
says:  "We're  not  going  to  save  Pete  Wil- 
son's ass."  Democrat  Gray  Davis,  the 
state's  controller,  recently  refused  to  insti- 
tute a  5'a  pay  cut  for  state  workers  or- 
dered by  Wilson.  The  governor  had  to  go 
to  court  to  win  the  $300  million  in  savings. 
'REVENGE.'  The  yawning  budget  deficit — 
and  looming  political  gridlock — prompted 
Standard  &  Poor's  Corp.  to  drop  Califor- 
nia's bond  rating  to  AA  from  AAA  on  Dec. 
13.  "Don't  think  for  a  minute  that  this  is  a 
mere  Friday-the-13th  stroke  of  bad  luck," 
Wilson  responded.  "We  were  warned." 

Indeed,  the  numbers  are  daunting.  Over 
the  past  decade,  the  state  has  watched  a 
growing  number  of  45-  to  64-year-olds 
leave  the  state,  taking  their  relatively  high 
incomes  and  tax  bills  with  them.  Replacing 
them,  the  state  says,  is  a  larger  number  of 
younger,  and  frequently  poor,  transplants 
from  the  U.  S.  and  abroad  in  need  of  a 
wide  variety  of  social  services. 

That's  one  reason  why  Wilson  has  pro- 
posed limiting  newcomers'  welfare  pay- 
"It's  the  revenge  of  the  middle 
says  Sherry  Bebitch  Jeffe,  a  politi- 
cal analyst  at  Claremont  Gradu- 
ate School.  She  likens  Wilson's 
attack  on  social  programs  to  Da- 
vid Duke's  ill-fated  Louisiana  gu- 
bernatorial bid.  "They're  saying 
the  same  things  about  the  wel- 
fare state,"  says  Jefl:'e,  "but  Pete 
Wilson  has  stivmg  numbers  and 
none  of  Duke's  craziness."  For 
Californians,  so  used  to  an  ever- 
expanding  vision  of  the  good  life 
for  almost  everybody  and  an 
easy  benevolence  toward  every- 
one else,  that  is  one  shocking 
realization. 

Bi/  Ronald  Grover  in  Los 

Angeles 
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Commentary/by  Paul  Magnusson 

BUSH'S  ASIAN  GRAND  TOUR  LOOKS  MORE  LIKE  A  ROAD  SHOW 


President  Bush  had  the  germ  of  a 
good  idea  when  he  decided  to 
take  along  21  savvy  U.  S.  execu- 
tives when  he  travels  to  Tokyo  in  Janu- 
ary. By  hauling  business  leaders  along 
on  a  state  visit,  a  practice  favored  by 
European  heads  of  government,  Bush 
got  the  symbolism  right.  For  the  first 
time,  the  White  House  is  elevating 
trade  issues  to  the  exalted  levels  that 
used  to  be  occupied  by,  say,  pleas  to 
Tokyo  to  patrol  Japanese  sea  lanes 
against  Soviet  submarines.  At  nearly 
every  photo  opportunity  during  the 
four-day  visit,  which  begins  in  early 
January,  a  stern-faced  American  CEO 
will  bear  silent  testimony  to  President 
Bush's  newfound  resolve  on  trade. 

The  danger  is  that  the  execu- 
tives may  be  little  more  than 
pinstriped  props  in  the  trade  drama. 
Without  any  legitimate  function  on 
the  trip,  warns  House  Energy  &  Com- 
merce Committee  Chairman  John  D. 
Dingell  (D-Mich.),  the  CEOs  could  wind 
up  standing  behind  Bush  like  so  many 
"potted  palms." 

REAL  SUBSTANCE.  And  although 
the  White  House  is  strug-  ^ 
gling  to  add  meaningful  ^l^^^fi 
activities  to  the  sched-  Jr^i^^i^ 
ule,  it  won't  be  easy:  Be- 
tween tennis  matches 
with  Emperor  Akihito 
and     palace  tours, 
there's  little  time  on 
the  President's  schedule  for  any  sub- 
stantive talks. 

Nor  will  scheduled  meetings  with 
Prime  Minister  Kiichi  Miyazawa  be  of 
the  head-knocking  variety.  Miyazawa's 
two-moiith-old  govermnent  is  already 
in  the  public-opinion  basement,  with  ap- 
proval ratings  of  just  387f.  Whether 
the  Prime  Minister  could  even  deliver 
on  a  promise  to  open  markets  is  uncer- 
tain. Miyazawa's  attempt  to  authorize 
participation  of  Japanese  troops  in  in- 
ternational peacekeeping  forces  col- 
lapsed in  acrimony  after  a  near-riot  on 
the  Diet  floor.  New  Japanese  leaders 
are  supposed  to  show  their  ability  to 
get  along  with  American  Presidents. 
But  "if  the  U.  S.  presses  too  much,  the 
Miyazawa  administration  could  col- 
lapse," warns  Takeshi  Sasaki,  a  Uni- 
versity of  Tokyo  political  scientist. 

Mindful  of  Bush's  own  flagging  ap- 
proval ratings,  his  top  economic  advis- 
ers hope  to  recast  trade  policy  as  a 


domestic  initiative.  Upon  his  return 
from  the  four-nation  trip — to  include 
Singapore,  Korea,  and  Australia — 
Bush's  Jan.  28  State  of  the  Union  mes- 
sage will  paint  the  trip,  and  negotia- 
tions to  form  a  North  American  Free- 
Trade  Zone,  as  part  of  a  new  domestic 
agenda  to  create  jobs  and  investment 
in  the  stagnant  U.  S.  economy. 

But  in  dealing  with  Japan,  the  Ad- 
ministration seems  devoid  of  new 
ideas.  It  might  do  well  to  listen  to  some 
of  the  executives  on  the  backup 
plane — including  James  D.  Robinson 


no  comparable  product  is  yet  available 
from  Japanese  suppliers — has  kept  out 
U.  S.-made  cellular  telephones,  special- 
ty metals,  and  fiber  optics.  In  1990, 
imports  of  telecommunications  gear  ac- 
counted for  37'  of  the  Japanese  mar 
ket.  J.  P.  Reilly,  chief  of  Tenneco  Auto 
motive  and  a  participant  in  the  trip, 
complains:  "Unless  there's  free  trade 
on  a  global  basis  and  all  markets  are 
equally  open,  the  system  doesn't  tiih 
work."  Rather  than  adopt  the  "results 
oriented"  strategy,  the  Administratior 
fell  back  on  the  old  ploy  of  pleading  foil 
Japanese  concessions  to  help  the  Whita 
House  keep  the  Democratic  Congress 
from  passing  protectionist  legislation. 
SMALL  CHANGE.  That  program  has  had 
only  limited  success  in 
opening  the  huge  Japa- 
nese market.  While 
lower   dollar  and  £ 
crash  program  in  quali 
ty  control  and  cost-cut 
ting  have  helped  spui  g^]^^^^ 
U.  S.  exports  and  led  tc 
trade  surplus  with  Eufcew  m 
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rope,  Japan  barely  noticed 


^/  Manufactured  imports  as  £ 
^  share  of  gross  domestic  prod 
0/ 

01   during  the  1980s  and  stood  a 
just  3.7%  last  year.  By  contrast 


HI  of  American  Express,  David  M. 
Roderick,  formerly  of  USX,  and  Mau- 
rice R.  Greenberg  of  American  Inter- 
national Group.  In  1989,  these  three 
executives  were  among  the  authors  of 
a  122-page  report  that  recommended  a 
radical  new  approach  to  Tokyo:  Deter- 
mine what  the  U.  S.  share  of  the  Japa- 
nese market  would  be  if  there  were  no 
import  barriers,  then  negotiate  "suc- 
cessful outcomes"  for  different  catego- 
ries of  competitive  U.  S.  products. 

That  idea  fell  flat  at  the  White 
House.  But  Japan's  refusal  to  buy 
high-tech  American  goods— even  when 


Bush  and  his  advisers  have 
no  new  ideas  on  Japan  trade. 
They  'still  think  the  Invisible 
Hand  will  rescue  us' 
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manufactured  imports  accounte(  ^ries 
for  7%'  of  American  GDP  ancpon  tars  a 
16.67f  of  Germany's. 
Despite  isolated  successes  in  eliciting 
Japanese  vows  to  buy  U.S.  supercom  ({.it'soj 
puters,  wood  products,  and  satellites 
Japan's  trade  surplus  with  the  U.  S 
still  runs  at  $40  billion  a  year.  That' 
down  slightly,  but  largely  because  th( 
recession  in  the  U.  S.  is  reducing  im 
ports.  Meanwhile,  Japan's  overall  trad( 
surplus  with  the  world  is  up  46%  foi 
the  first  11  months  of  the  year.  "Ye' 
the  President  and  his  immediate  advis 
ers  still  think  the  Invisible  Hand  wil 
rescue  us,"  says  American  University 
economist  Stephen  D.  Cohen,  author  oi  jjug 
Cowboys  and  Sa?nurai,  a  book  critica 
of  U.  S.  trade  policy 

U.  S.  Trade  Representative  Carla  A 
Hills,  who  will  not  be  traveling  to  Ja 
pan  with  the  President,  insists  that  th< 
CEO  road  show  is  "not  a  gimmick."  I: 
so,  Bush  might  dust  off  his  copy  of  th< 
report  and  invite  some  of  the  CEOs  U 
get  together  for  some  old-fashionec 
brainstorming 
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IIPEL'S  MOVES  WILL  SAVE  $5  BILLION  A  YEAR  BY  1995— BUT  WON'T  HELP  RIGHT  AWAY 


M  CAN'T  DOWNSHIFT 
iSf  ENOUGH 


nt  closings,  layoffs,  no  bonuses — and  losses  are  still  a  certainty 


■ew  economic  enterprises  ever  as- 
I  sembled  liave  been  as  large  as  Gen- 
eral Motors  Corp.  Even  after  years 
osing  market  share  in  the  car  busi- 
5  and  cutting  back  workers  and  fac- 
es, the  company  still  employs  rough- 
00,000  workers  in  the  U.  S.  alone.  Its 
ories  have  the  capacity  to  turn  out  7 
ion  cars  and  light  trucks,  nearly  half 
ales  in  what  the  industry  would  con- 
r  an  acceptable  year.  So  in  some 
36,  it's  only  fitting  that  when  Corpo- 
I  America  is  chopping  back  almost 
y,  GM  would  announce  the  biggest 
of  all:  Over  the  next  three  or  four 
fs,  some  60,000  of  its  workers  will 
their  jobs.  What  is  more  stunning  is 
;  it  might  not  be  enough, 
hairman  Robert  C.  Stempel  didn't 
ce  words  in  announcing  the  cutbacks 
Dec.  18.  "We're  not  going  to  sit  here 
if  things  get  worse,"  he  said.  The 
:h  was  hardly  comforting.  Even  by 
tting  plants  and  laying  off  workers, 
is  cutting  out  only  about  1.25  million 
;s  of  capacity.  By  some  estimates  of 
North  American  auto  market,  where 
iign  competitors  have  steadily  added 
!  factories,  total  excess  capacity 
)unts  to  nearly  6  million  vehicles, 
erhaps  that  is  why,  for  all  the  tough 
;  and  tough  action,  the  visible  reac- 
outside  GM  was  remarkably  low-key. 
company's  stock  fell  a  scant  Vs,  to 
4.  And  even  though  the  restructuring 


was  rushed  into  effect  in  an  effort  to 
head  off  a  possible  downgrading  of  GM's 
debt  by  the  rating  agencies,  there  initial- 
ly seemed  no  assurance  that  Stempel's 
move  had  worked.  Scott  Sprinzen,  vice- 
president  for  corporate  finance  at  Stan- 
dard &  Poor's  Corp.,  says  the  cutbacks 
were  anticipated  and  do  nothing  to  re- 
duce GM's  high  debt  load.  He  said  the 
rating  agency's  evalution  continues. 
DRASTIC  MEASURES.  GM  had  been  prepar- 
ing for  Stempel's  day  of  reckoning  for 
some  time.  As  U.  S.  car  sales  crept  slow- 
ly out  of  the  ditch  this  summer,  Stempel 
crossed  his  fingers  in  hopes  they 
wouldn't  slide  right  back  if  the  economic 
recovery  faltered.  But  just  in  case,  over 
the  next  few  months,  he  and  top  lieuten- 
ants pieced  together  a  drastic  cost-cut- 
ting strategy  for  GM's  struggling  North 
American  operations. 

So,  when  Stempel 
went  on  the  company's 
in-house  television  net- 
work on  Dec.  18,  he  told 
employees  GM  will  close 
six  more  assembly 
plants  across  the  coun- 
try over  the  next  four 
years,  on  top  of  four 
closings  announced  in 
February.  Four  engine 
factories  and  11  parts 
plants  will  also  be  shut- 
tered. Some  54,000  of 


WHERE  GM  IS 
HURTING  WORST 


NORTH  AMERICAN 
EARNINGS,  EXCLUDING 
ONE-TIME  CHARGES 


A  BILLIONS  Of  OOLURS  'i 
DikIA:  COMPANY  REPORTSJW  LSTIMATS; 


GM's  304,000  U.  S.  blue-collar  workers 
will  lose  their  jobs  through  early  retire- 
ment, attrition,  and,  perhaps,  layoffs  by 
1995.  So  will  an  additional  11,000  white- 
collar  employees,  on  top  of  15,000  an- 
nounced earlier  this  year. 

Stempel  didn't  slight  executives.  He 
canceled  all  bonuses  for  executives  and 
salaried  workers  next  year.  He  also 
slashed  the  capital-spending  budget  by 
$1.1  billion,  or  7.7%,  over  the  next  two 
years,  and  put  "noncore"  businesses  on 
the  block,  possibly  including  some  parts 
operations.  GM  estimates  that  the  cuts 
will  reduce  overall  operating  costs  by  $2 
billion  annually  in  1992,  widening  to  a  $5 
billion  annual  saving  by  1995.  "We  must 
make  fundamental  changes  in  the  way 
General  Motors  does  business,"  said 
Stempel. 

Most  of  the  financial  benefits  of  the 
plant  closings  and  job  reductions  won't 
come  until  1993  and  beyond.  If  the  car 
market  stays  in  its  current  slump,  ana- 
lysts say,  GM's  North  American  opera- 
tion could  lose  $6  billion  next  year  on  top 
of  the  $6  billion  it  lost  last  year  (chart). 
'OFF  THE  CHART.'  There  is  also  almost 
sure  to  be  an  angry  reaction  from 
unions,  whose  cooperation  GM  needs  to 
help  improve  its  productivity  and  the 
quality  of  its  vehicles.  The  United  Auto 
Workers  has  already  rebuffed  GM's  re- 
peated requests  to  renegotiate  the  rich 
three-year  contract  agreed  to  in  1990, 
under  which  G.M  agreed  to  pay  union 
members  whether  they  work  or  not. 
Now,  before  GM  has  even  announced 
which  plants  will  get  the  ax,  UAW  Vice- 
President  Stephen  P.  Yokich  vowed  to 
fight  the  closings.  "That's  no  way  to  run 
a  company,"  he  said. 

With  less  drastic  cost-cutting  in  the 
past,  GM  hasn't  shrunk  fast  enough  to 
remain  competitive.  While  crosstown  ri- 
vals Chrysler  Corp.  and  Ford  Motor  Co. 
are  in  the  red,  too,  they're  much  leaner. 
Chrysler  figures  GM  loses  an  average  of 
$1,500  more  than  Chrysler  for  every  car 
and  truck  it  sells,  and  $1,650  more  than 
Ford.  "They're  off  the  chart,  they're  so 
bad,"  says  a  top  Chrysler  executive. 

There  are  still  hurdles  to  implement- 
ing Stempel's  plan.  So  far,  he  has  only 
identified  2  of  the  21  factories  to  get  the 
ax — both  of  them  V-6  engine  plants  in 
Lansing,  Mich.  And  it's 
unclear  how  he  will  get 
around  technicalities  in 
GM's  VAW  contract,  such 
as  one  that  requires  GM 
to  hire  one  replacement 
for  every  two  employ- 
ees lost  to  attrition.  Sim- 
ply put,  Stempel  may 
have  to  get  used  to  de- 
livering bad  news. 

By  David  Woodruff, 
with  James  B.  Treece.  in 
Detroit 
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THIS  COULD  BE  POLYGRAM'S 
BIG  BREAK 


An  Orion  Pictures  deal  would  complement  its  entertainment  strategy 


|einember  when  Japanese  consum- 
er-electronics giants  Sony  Corp. 
^and  Matsushita  Electrical  Indus- 
trial Co.  shelled  out  more  than  $10  bil- 
lion combined  during  a  Hollywood 
spending  spree?  Get  ready  for  a  sequel, 
this  time  courtesy  of  Europe's  Philips. 
Executives  in  the  Netherlands  and  Hol- 
lywood say  that  PolyGram,  Philips'  807'- 
owned  entertainment  arm,  is  negotiating 
to  take  a  major  stake  in  Orion  Pictures 
Corp.,  the  star-crossed  producer  that 
filed  for  bankruptcy  on  Dec.  11.  If  the 
deal  comes  off,  it  will  be  a  big  step  in 
PolyGram  Chief  Executive  Alain  Levy's 
plan  to  make  PolyGram  a  major  general 
entertainment  company,  along  the  lines 
of  Time  Warner  Inc.  and  Sony. 

PolyGram  and  Philips  have  already 
been  doing  cautious  shopping  in  the 
U.  S.  In  1989,  PolyGram  paid  $732  mil- 
lion to  add  rock  and  pop  labels  Island 
Records  Inc.  and  a&m  Records  Inc.  to  if 
lineup  of  a  dozen  recording  companies 
In  recent  months,  it  has  agreed  to  pay 
$140  million  for  a  30'/?  stake  in  superstar 
producer-composer  Andrew  Lloyd  Web- 
ber's Really  Useful  Group.  It  also  com- 
mitted to  spend  at  least  $200  million  over 
the  next  three  years  to  boost  the  output 
of  films  from  its  three  small  independent 
producers.  Meanwhile,  Philips  agreed  in 
November  to  spend  $66  million  on  either 
a  47<  stake  in  the  Blockbuster  Entertain- 
ment Corp.  video-rental  chain  or  in  a 
new  joint  venture  in  Europe. 

Those  deals  may  be  just  a  preview  of 
coming  attractions.  A  PolyGram  deal  for 
Orion  is  far  from  certain,  given  the  com- 
plexity of  satisfying  restless  banks  and 
bondholders.  Billionaire 
John  W.  Kluge,  who  in- 
vested $300  million  in 
the  company  and  owns 
a  70%  stake,  has  re- 
fused to  invest  more.  So 
Hollywood  bankers  say 
Orion  is  seeking  some 
$150  million  from  Poly- 
Gram—in  return  for 
control  of  the  studio 
that  has  turned  out 
such  hits  as  Dances 
with  Wolves,  Platoon, 
and  The  Silence  of  the 
Lambs.  PolyGram 
would  also  get  a  piece 
of  video  and  television 


MADONNA'S  POPULAR  TRUTH  OK  DARE  WAS 
PUT  OUT  BY  PROPAGANDA,  A  POLYGRAM  UNIT 


rights  to  Orion's  750  films  and  TV  shows. 

French-born  Levy,  45,  a  Wharton  MBA 
who  became  CEO  on  Jan  1,  1991,  won't 
talk  about  a  potential  Orion  deal.  But  a 
Philips  executive  says  Orion  "could  fit  in 
perfectly"  with  its  emerging  entertain- 
ment strategy.  Philips  hopes  to  offset 
lower  consumer  electronics  margins  by 
getting  a  grip  on  music  and  movie  "soft- 
ware" used  by  the  hardware  it  makes, 
such  as  Magnavox  TVs  and  VCRS. 

Philips  is  no  star-struck  latecomer  to 
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Hollywood  deals.  In  1989,  PolyGram  eo 
sidered  buying  MGM/United  Artists,  sa 
a  Philips  executive,  but  "we  were  scar 
of  the  different  cultures — you  can't  co 
trol  those  Hollywood  guys.  Now,  if  0 
on  comes  along  on  a  smaller  scale,  ma 
be  we  should  take  the  risk." 

The  "R"  word  seems  to  have  bei 
much  on  PolyGram's  mind  as  it  h 
moved  into  the  business.  PolyGrari, 
three  producers — Propaganda  FilnlteU'!'' 
Working  Title  Films  Ltd,  and  A&M's  fil  Posnsf 
unit — have  turned  out  only  a  few  W6  WS  '^'"^ 
known  efforts,  such  as  Madonna  l)*** 
Truth  or  Dare  and  a  collection  of  Da\  Ifsfftoi 
Lynch  productions  including  Twin  Pea 
and  Wild  at  Heart.  Films  will  contribu 
no  more  than  1%  of  PolyGram's  estim: 
ed  1991  revenues  of  $3.5  billion. 

Now  PolyGram  appears  ready  for  !.  District 
bigger  splash  in  movies.  In  mid-Januai  'AmV 
Levy  is  dispatching  Michael  Kuhn, 
PolyGram  senior  vice-president,  to  H 
lywood.  A  pioneer  in  music  videos,  Ku'  roe 


will  oversee  the  U.  S.  film  interes 


POLYGRAM'S  PROGRESS  IN  THE  MOVIES 

AUGUST,  1991 

Pays  $140  million  for  a  30%  stake,  plus  an  option  on  the  re- 
maining 70%,  in  composer  Andrew  Lloyd  Webber's  Really 
Useful  Holdings  theatrical,  film,  and  music  company 

SEPTEMBER 

Announces  deal  with  Motown  Record  Co.  to  distribute  its 
records  in  the  U.S. 

NOVEMBER 

Announces  plans  to  spend  $200  millian  over  three  years  tp 
buy  control  of  two  independent  film  companies.  Propaganda 
and  Working  Title,  and  to  finance  at  least  eight  medium-bud- 
get movies  a  year.  Also  unveils  plans  to  distribute  Motown 
disks  globally,  a  deal  now  subject  to  court  approval 

BECEMBER 

Talks  with  Orion  Pictures,  which  is  in  Chapter  1 1  bankruptcy  . 
protection,  about  acquiring  parts  of  the  Hollywood  studio 

DATA:  COMPANY  REPORTS,  BW 


He'll  also  consider  making  small  inve  jeiswliti 
ments  in  up  to  10  other  production  co  told  E,  ivi 
panies  around  the  world  and  will  wo 
on  a  major  U.  S.  distribution  deal. 
TOUGH  TRYOUT.  Levy  will  work  molKKK 
closely  with  Philips  from  now  on.  In  S( 
tember.  Philips  appointed  him  to 
group  management  board.  With  a  he  JoaTlie 
of  new  hardware  coming  out.  Philips  w 
want  to  make  sure  customers  have  bsi. : 
enticing  entertainment  library  to  choc  fen, 
from.  Among  other  products,  Philips  ion  that  b 
developing  compact-disk  videos,  hij 
definition  TV,  and  compact-disk  inter;  pi 
tive — a  new  medium  offering  graphi 
still  photos,  video  images,  sound, 
text.  Philips  also  has  interests  in  Eul)rt, 
pean  cable  and  pay-per-view  TV.  "T 
strategy  is  sensible,"  says  Mark  Beill 
an  analyst  at  London's  S.  G.  Warburg 
Co.  "The  question  is  execution." 

Making  PolyGram  a  Hollywood  si 
may  be  tough.  Philips'  entertainment 
fort  is  already  running  up  losses.  I 
company  has  poured  more  than  $200  n|tei  to  wl 
lion  into  Super  Club, 
troubled  European  i 
U.  S  video  chain.  Aliisanitr^ 
Orion  has  some  $£  forijfi) 
million  in  debt. 

With  its  rivals  betti 
big  on  entertainme 
software,  Philips  is 
der   pressure  to 
along.  But  can  it  bre 
into  the  movies  w 
fewer  pitfalls  than  oJto 
ers  have  had? 

By  Richard  A.  Melci 
in  London,  with  Rom 
Grover  in  Los  Ange. 
and  Jojiathan  B.  Lev 
in  Paris 
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UTIVE  SUITE  I 


VICTOR  POSNER 
FF  HIS  LEASH? 

ee  watchdogs  say  the  DWG 
irman  is  still  abusing  his  power 

|o  hear  disgruntled  shareholders 
tell  it,  DWG  Corp.  Chairman  Victor 
Posner  has  some  bad  habits. 
)ng  them:  paying  outsized  salaries 
bonuses  to  himself  and  his  family 
e  sticking  the  company  with  bills  for 
personal  expenses.  Some  sharehold- 
thought  they  had  finally  reined  him 
hanks  to  a  settlement  agreed  to  by 
ler  in  August,  1990,  and  approved  by 
.  District  Judge  Thomas  D.  Lambros 
ebruary,  1991.  Posner  agreed  to  let 
judge  name  three  board  members  to 
itor  the  chairman's  performance  and 
■ove  his  and  his  family's  compensa- 
The  question  now  before  a  federal 
e  is  whether  those  three  watchdogs, 
M  E.  Kelley,  Daniel  R.  McCarthy, 
Richard  M.  Kerger,  have  any  bite. 
:cording  to  court  papers  obtained  by 
NESS  WEEK,  Posner,  who  owns  477' 
Vliami-based  DWG,  still  appears  to 
t  the  public  company  as  his  private 
lorn.  The  papers,  filed  by  the  watch- 
directors,  who  are  attorneys  in  the 
A^est,  state  that  Posner  and  his  son, 
en,  in  1991  collected  more  than  $3 
on  that  belongs  to  DWG.  The  money 
paid  by  other  Posner-controlled 
panies  that  owe  dwg  tens  of  millions 
ollars. 

lere's  much  more  in  the  watchdogs' 
rt,  filed  to  bolster  their  argument 
Posner  may  be  breaching  the  settle- 
t.  It  alleges  that  Posner  directed 

subsidiaries  to  pay  more  than  $5.5 
on  in  rent  directly  to  a  company 
ed  by  a  family  trust,  rather  than 
;  dwg  control  rent  payments.  And 
papers  say  that  Posner,  who  was 
ved  to  collect  no  more  than  $3.5  mil- 
in  1991  compensation,  has  paid  him- 

far  more  by  funneling  cash  to  his 
ids  and  relatives  and  billing  the  com- 
f  for  such  personal  luxuries  as  a  ho- 
>uite,  a  yacht,  and  a  limousine. 
ILY  MATTERS.  Posner,  through  his 
^ers,  says  he  is  complying  with  the 
lement.  And,  privately,  his  associates 
there's  little  Lambros  can  do  to  af- 

the  way  Posner  runs  dwg.  The 
;e  has  suggested  in  his  Cleveland 
•troom  that  he  may  suspend  Posner 
hairman  or  freeze  his  dwg  holdings 
1  the  company's  books  are  audited. 

Posner's  camp  says  the  judge  can't 
that.  "It's  a  tempest  in  a  teapot," 
j  an  associate.  "There's  no  way 
nbros]  can  enjoin  Posner  from  vot- 


LAMBROS  HAS  HINTED  HE  MIGHT  SUSPEND  POSNER  AS  CHAIRMAN 


ing  his  shares.  It's  a  lot  of  wind." 

Lambros,  of  course,  believes  other- 
wise. And  Posner  and  his  lawyers  have 
to  be  concerned,  since  the  jurist  is  clear- 
ly no  fan  of  DWG  management.  "It 
doesn't  make  any  difference  whether  or 
not  you  are  the  dominant  shareholder," 
said  the  judge  in  a  Dec.  10  hearing.  "It 
does  not  allow  plundering.  [Posner]  just 
takes  and  takes  and  takes,  hundreds  of 
thousands,  millions  of  dollars,  under  the 
auspices  of  'salary.'  " 

Posner  is  pulling  down  that  high  pay 
for  running  a  lackluster  company.  Oper- 
ating profits  in  the  latest  six  months, 
ended  Oct.  31,  hit  $35  million  on  $605 
million  in  revenues,  up  from  $32  million 


DWG:  PROFITABLE 
AT  THE  CORE 


Fiscal  1991,  ended  April 
Business  segment 

Revenues 

Operating 
profit 

Millions 

GRANITEVIUl  Textiles 

$414.17 

$12.4 

NATIONAL  PROPANE 

150.34 

14.0 

ARBrS 

181.29 

16.8 

RCCOLA 

138.02 

30.8 

OTHER  Insurance, 
utility  service 

360.00 

-7.0 

NET  LOSS' 

-17.0 

*  After  corporate  overhead,  interest,  and  tax  expenses 
DATA:  COMPANY  REPORTS 


on  revenues  of  $.598  mil- 
lion a  year  earlier.  The 
most  recent  results 
turned  into  a  $7.7  mil- 
lion loss,  though,  after 
deductions  for  interest 
and  bad  debts,  some 
from  affiliates.  The 
market  has  all  but  giv- 
en up  on  DWG,  which 
owns  a  diverse  stable  of 
assets  ranging  from  RC 
Cola  to  textile  plants 
(table).  DWG  stock 
closed  on  Dec.  18  at  3'/4, 
down  from  a  high  of  11 
in  early  1991. 
NO  DEBATE.  The  source 
of  dwg's  problems,  say 
affidavits  sworn  by  the 
watchdogs,  is  easy  to 
identify:  self-interested 
actions  on  the  part  of 
Posner.  The  three  direc- 
tors have  tried  for 
months  to  confront  the 
chairman  with  their 
findings,  with  little 
luck.  In  November,  they 
presented  Posner  with  a 
highly  critical  report, 
signed  also  by  two  long- 
time Posner  directors. 
The  document  included 
12  resolutions.  Among 
them:  DWG  units  were  to  stop  payments 
to  Posner  and  family  members;  pay- 
ments were  to  be  made  only  through 
DWG;  and  Posner  and  his  son  were  to 
return  the  salaries  paid  by  DWG  affili- 
ates, since  those  companies  owe  dwg  big 
bucks. 

The  company  scheduled  a  Nov.  11 
board  meeting  to  discuss  the  report, 
with  Posner  in  attendance.  But  five  min- 
utes after  the  meeting  came  to  order, 
Melvin  Colvin,  Posner's  former  brother- 
in-law,  moved  to  adjourn.  Posner  de- 
clared that  there  would  be  no  debate, 
and  the  motion  passed  by  an  8-5  vote. 
Says  a  Posner  associate:  "Whoever's  got 
the  votes,  wins.  He's  got  the  votes." 

The  dissident  directors,  however,  have 
Judge  Lambros'  attention.  They  won't 
comment  on  the  sealed  report,  but  one 
director,  McCarthy,  says:  "We  have  been 
appointed  by  the  court  to  handle  this  job, 
and  we  are  doing  the  best  we  can." 
What  Posner's  lawyers  are  arguing  is 
that  there  is  no  wrongdoing  to  correct. 

It's  not  certain  how  Lambros  will  rule, 
but  DWG  shareholders  may  decide 
Posner's  fate  at  a  Dec.  27  annual  meet- 
ing. Says  Irv  Cameon,  a  Miami  investor 
who  owns  40,000  shares:  "We're  trying 
to  depose  the  king."  The  success  of  that 
venture  is  uncertain,  as  well.  What  is 
clear,  though,  is  that  Victor  Posner's  old 
habits  die  hard. 

By  Gail  DeGeorge  in  Miami 
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SPORTS  BUSINESS! 


BASEBALL  MAY  BE 
ABOUT  TO  GET  CREAMED 


Megabuck  contracts  and  falling  TV  revenues  could  slam  profits 


any  baseball  fans  nearly  fell 
out  of  the  bleachers  when  the 
New  York  Mets  signed  slugger 
Bobby  Bonilla  away  from  the  Pittsburgh 
Pirates  for  $29  million  over  five  years. 
The  surprise  wasn't  just  the  size  of  the 
package,  which  makes  the  Bronx  native 
the  best-paid  athlete  in  team  sports; 
Bonilla's  bonanza  could  signal  the  end  of 
the  fat  years  for  Major  League  Baseball 
profits.  With  salaries  shooting  up  over 
the  past  two  seasons  and  with  the  out- 
look for  the  game's 
lush  broadcast  reve- 
nues growing  bleaker, 
some  of  the  league's 
26  owners  could  be- 
come the  ultimate  ca- 
sualties— if  the  bid- 
ding wars  continue  at 
their  current  pace. 

The  early  estimates 
show   that  salaries 
may  eat  up  an  unprec- 
edented 427'  of  total 
league  revenues  this 
year  (chart).  Payrolls 
jumped  20''^  in  'l990, 
and  more  than  40'^ 
last  season,  to  an  av- 
erage salary  of  $851,000  a  year. 
And  that's  without  the  $280  mil- 
lion in  damages  the  owners  must 
shell  out,  after  arbitrators  ruled 
last  year  that  they  had  colluded 
to  hold  down  player  salaries  in 
the  mid-1980s.  Before  the  rul- 
ings, the  owners  had  set  aside 
only  $100  million  of  that  money. 
NO  CEILING.  Rising  payrolls  have 
taken  on  added  importance  be- 
cause  of  the   $600   million  in 
write-offs  that  CBS  Inc.  has  taken 
on  its  sports  contracts — caused 
by  ratings  that  were  lower  than 
expected.  Although  the  $1  billion 
baseball  deal  runs  through  1994, 
Commissioner  Francis  T.  "Fay" 
Vincent  Jr.  is  warning  that  the 
next  one  could  drop  by  as  much 
as  50'X.  "The  jump  in  salaries 
pomts  out  the  inherent  flaws  in 
the  system,"  says  Charles  P. 
O'Connor,  the  league's  general 
counsel,  who  negotiated  its  1990 
labor   pact   with   the  Major 
League  Baseball  Players  Assn. 
Ball  clubs  have  been  strug- 


ARE  SALARIES  SOARING 
OUT  OF  THE  BALLPARK? 


gling  to  control  player  pay  for  more 
than  a  decade.  After  failing  to  win  re- 
strictions in  bargaining,  owners  decided 
in  1986  to  restrain  their  bidding  when 
free  agents  came  onto  the  market.  The 
idea  worked  wonders,  and  by  1988  sala- 
ries accounted  for  only  317f  of  revenues. 

Unfortunately,  the  tactic  also  violated 
the  league's  labor  agreement,  as  arbitra- 
tors decided  last  year.  Now,  clubs  must 
pay  players  the  $280  million  that  the  ar- 
bitrators found  to  be  the  amount  sala- 
ries would  have  risen 
without  the  collusion. 
And  worse,  the  clubs 
again  are  unable  to 
hold  down  bidding  for 
free  agents.  The  re- 
sult: soaring  pay. 
When  the  collusion 
damages  are  thrown 
in,  salaries  may  sur- 


■86        '87        '88        89        '90  '91 
▲  PERCENT  EST. 
INCLUDES  S280  MIILIOK  IN  ARBIIKATION  DAMAGES  THE  CLUBS  MUST  PAY 
DATA  MAJOR  LEAGUE  BASEBALL  PUYERS  ASSN.,  BW 
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pass  437c  of  league  revenues  this  year-^ 
substantially  above  the  precollusia 
peak  of  39'a  reached  in  1983. 

That's  no  big  deal  to  clubs  such  as  tl' 
Mets.  Large  home  markets  and  lucrati ' 
cable-TV  contracts  help  to  swell  its  re\ 
nues  to  more  than  $100  million  a  yef 
But  smaller-market  clubs  pull  in  le 
than  half  that.  They  rely  heavily  on  t  ■ 
$14  million  a  year  each  team  gets  fro 
the  national  TV  deal  with  CBS  and  r-:.sp 
Whack  $4  million  to  $5  million  out 
that  figure,  as  Vincent  suggests  m: 
happen  in  1994,  and  some  of  the  sma 
market  clubs  could  be  squeezed  out 
the  market  for  top  players. 
PROFIT  SHARING.  Just  look  at  the  payi-ii 
discrepancies  among  clubs.  The  teai 
with  the  smallest  payrolls  for  phiyt 
this  year  spent  about  as  much  as  th 
got  from  TV:  $11.5  m.illion  for  Housti 
and  $13.4  million  for  Cleveland.  The  t\» 
biggest  spenders  dished  out  more  th;i 
three  times  that  much:  $39  million  f- 
Oakland  and  $35  million  for  Los  Ang- 
les. "I  don't  think  any  club  is  in  serio 
trouble  yet,"  says  Gary  R.  Roberts,  w 
was  a  lawyer  for  the  National  Footb: 
League  (NFD  before  joining  Tulane  U 
versity's  law  school.  "But  it's  not  far  ( 
down  the  road  when  some  of  the  small 
ones  will  start  losing  money." 

What's  the  solution?  Own( 
like  the  National  Basketb 
Assn.'s  method:  cap  what  ea 
club  may  spend  on  salaries.  Th 
also  would  guarantee  to  spenc 
set  proportion  of  their  reven 
on  pay.  The  concept  has  work 
well  for  basketball,  even  thou 
the  players  recently  sued 
NBA  for  allegedly  hiding  soi 
revenues. 

Players  don't  think  much 
the   smaller  salary   hikes  t 
would  bring.  Instead,  they  si 
gest  that  rich  clubs  share  Id 
revenues  with  the  poor  ones, 
the  NFL  does.  "If  there's  reallj 
problem  with  small-market  clu' 
why  don't  the  clubs  solve  it 
stead  of  asking  us  to?"  asfe 
Lauren  Rich,  a  union  lawyer.  | 
One  compromise  is  some  col 
bination  of  a  salary  cap  and  rep 
nue  sharing.  During  last  yeap 
labor  talks,  the  two  sides  set  p 
a  committee  to  study  basebab 
problems.  It  should  finish  y 
next  summer.  That  still  gives  le 
league  and  the  union  time  U 
come  up  with  something  befcfe 
the  TV  contracts  expire.  Butf 
salaries  continue  to  climb  at  1B 
current  pace,  any  solution  rr|i 
be  as  painful  to  ticket  buyers  s 
to  the  owners  and  players. 
By  Aaron  Berristein  in  New  Yik 
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BONILLA:  PLAYER  PAY  JUMPED  MORE  THAN  40%  LAST  SEASON 


Van  Kampen  Merritt® 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too).  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the 


prompt  payment  of  interest  and  principal  and  has 
a  regular  payment  schedule  for  easy  budgeting. 

Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800-DIAL  VKM  ext.  1108. 


Van  Kampen  MerriW 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


•The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus,  no  representation  is  made  as  to  the  insurer's  ability  to 
meet  its  commitments  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered  The  insurance  does  not 
remove  market  risk.  The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions  Therefore,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  ®  denotes  a  registered  trademark  of  Van  Kampen 
Merritt  Inc. 


The  Mcrosoft  Sol 
businesses.  Because 


Rimning  a  business  can  be 
pretty  tough.  Which  is  exactly  why 
Don  Schulze-CEaCFO,COO  and 
all-around  small  business  person- 
turned  to  the  Microsoft  Solution 
Series.  You  see,  the  Solution  Series 
has  what  it  takes  to  help  small  busi- 


ness people  manage  their  business. 
Not  to  mention  grow  it. 


■..Jill!' 


.\  i  /(  PiiUishrr  can 
make  doa^  tlx.  1  1  11 

 ^        Just  take  the  all-new|svto 

s'JuiE^J""  Works  for  Windows  as  an 

«^  z/«ri^«^^  example.  It  comes  with  a 


word  processor,  spread 
sheet,  charting,  database 
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m 


on  Series  for  small 
a  dog-eat-dog  world. 


nd  drawing  tools.  And  since  every- 
[ling  works  together,  you'll  find  it's 
asy  to  do  things  like  business  plans, 
ustomer  mailing  lists,  even  inven- 
dvy  management. 

Then  there's  new  Microsoft 
Publisher  for  Windows.  It  makes  pre- 


paring publishing-quality  documents 
a  snap.  So  whether  Don  is  creating 
a  newsletter  hailing  the  samage  of 
the  month,  redesigning  a 
menu  or  just  updating  his 
business  forms,  he  knows 
he'll  look  good. 

Finally  there's 
Microsoft  Money  It's 
the  easiest  way  to  find  out 
exactly  where  your  money 
is  going.  It's  also  the  easiest  way  to 
manage  all  your  accounts-checking, 
savings,  credit  cards  and  so  on. 

But  most  importantly  they 
all  run  under  the  Windows  graphical 
environment:  which  ^ 
means  they  work  a 
lot  less  like  a  com- 
puter and  a  lot  more  \ 
like  you.  And  since 
they  look,  feel  and 


They're  all  easy  to  learn  and  use 

because  thev  work  like  vou  do. 


act  much  the  same,  when  you  know 
one  you  know  them  all.  For  the  re- 
seller nearest  you,  call  (800) 541-1261, 
Dept.T56.  And  help  keep  your  busi- 
ness from  going  to  the  dogs. 

MicrosoH 
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ami  samph'  imipiit  /ur  fn  lilioiis  khIi-s 
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A  JAPANESE  PROTOTYPE  MAGLEV  TRAIN  CRASHED  ON  ONE  TEST  AND  LATER  WAS  DESTROYED  WHEN  ITS  TIRES  CAUGHT  FIRE  DURING  A  RUN 


WILL  MAGNETIC  LEVITATION 
EVER  GET  OFF  THE  GROUND? 


Even  with  federal  R&D  funds,  the  rail  technology  has  a  murky  future 


It  had  all  the  earmarks  of  a  major 
breakthrough.  For  years,  Washing- 
ton had  spent  only  piddling  sums  for 
studies  of  a  futuristic,  superhigh-speed 
transit  technology  known  as  magnetic 
levitation,  or  maglev.  But  buried  in  the 
fine  print  of  the  $151  billion  transporta- 
tion bill  President  Bush  signed  on  Dec. 
18  is  $725  million  over  six  years  for  de- 
velopment and  production  of  the  nation's 
first  maglev  prototype.  Backers  say  that 
the  funding  will  help  the  U.  S.  leapfrog 
past  Japanese  and  German  technology. 
"It's  a  matter  of  pride,"  declares  James 
Taylor,  vice-president  of  Orlando-based 
Maglev  Transit  Inc.,  a  high-speed  rail 
company  specializing  in  public  transit 
projects. 

But  like  so  much  that  happens  in  the 
wee  hours  before  Congress  leaves  town, 
the  measure  may  not  be  all  that  it 
seems.  Immense  financial,  environmen- 
tal, and  political  obstacles  remain  in  the 
path  of  300-mph  levitated  trains.  Skep- 
tics believe  the  whole  effort  is  just  an- 
other pork-barrel  part  of  the  transporta- 
tion bill,  an  antirecession  jobs  program 
dressed  up  in  high-tech  hype.  "It's  a 
chance  to  put  some  defense  contractors 
back  to  work,"  snipes  a  government 
transportation  specialist. 
'BUCK  ROGERS  STUFF.'  But  to  many  law- 
makers— and  even  to  White  House  offi- 
cials who  usually  balk  at  anything  that 
smells  of  industrial  policy — federal  fund- 
ing of  trains  riding  on  powerful  magnet- 
ic fields  has  a  certain  attraction.  Tokyo 
and  Berlin  have  already  spent  $1  billion 


each  on  the  trains  and  have  demonstrat- 
ed their  advantages.  Clickety-clack  steel 
wheels  are  replaced  with  a  single  guide- 
way  the  trains  glide  above,  lifted  by 
magnetic  fields.  Maglev  trains  are  far 
faster  than  existing  trains.  The  German 
prototype  relies  on  controlled  magnetic 
attraction  and  repulsion  to  raise  the 
train  off  the  rail,  while  the  Japanese 
version  uses  magnets  to  repel  the  train. 
"It's  science-fiction.  Buck  Rogers  kind  of 
stuff,"  notes  Roy  E.  Smith,  president  of 
Resco  Engineering,  an  Ontario  railroad 
supplier. 

It's  also  sometimes  Keystone  Kops 
kind  of  stuff.  Last  year,  a  Japanese  pro- 
totype built  by  Hitachi  Ltd.  slammed 
into  a  wall,  and  in  November,  it  was 
destroyed  when  rubber  tires  it  runs  on 
at  low  speeds  caught  fire  and  burned. 

American  efforts  haven't  even  gotten 
that  far.  U.  S.  scientists  developed  the 
original  maglev  concept  20  years  ago, 
then  dropped  it  when  the  government 
focused  on  more  conventional  transit. 
More  recently,  plans  to  build  a  $600  mil- 
lion, 13 '/2-mile  line  between  Orlando  In- 
ternational Airport  and  Walt  Disney 
Co.'s  Epcot  Center  using  Germany's  sys- 
tem were  dealt  a  blow  when  Disney  de- 
cided that  the  terminus  should  be  about 
a  mile  from  the  nearest  hotel.  That 
would  mean  a  bus  or  car  trip  that  would 
take  almost  as  long  as  the  eVa-minute 
maglev  jaunt. 

Plans  for  a  $5  billion,  250-mile  line  be- 
tween Anaheim,  Calif.,  and  Las  Vegas, 
which  also  would  use  the  German  sys- 


tem,  are  in  deeper  trouble.   Bechtlt  jf  the 
Group  Inc.,  the  prime  contractor,  pull 
out  of  the  project  in  November  when 
couldn't  raise  $200  million  from  outsi^^to 
investors  for  the  necessary  preparato: 
work.  And  California  Governor  Pete  W 
son  vetoed  funding  for  the  Californi 
Nevada  Super  Speed  Train  Comm: 
sion — ^just  as  Washington  launched  il 
effort.  "It's  a  terrible  time  to  be  out  [sited  j 
the  game,"  moans  commission  spoke 
woman  Richann  Johnson 
SAPPED  ENERGY.  Germany  has  made  b( 
ter  progress.  The  need  to  rebuild  easte: 
Germany's  aging  rail  system  has  giv( 
maglev  a  boost.  A  decision  to  finance  tl 
first  commercial  track  is  expected  soo 
That  would  give  a  lift  to  a  Thyssen-l 
consortium  that  includes  .\EG,  ABB 
mens,  and  Krupp.  But  commercial  dev  '^^j^'. 
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opment  could  be  far  off. 

The  potential  complications  go  beyoi 
whether  the  technology  can  work, 
some  estimates,  the  Japanese  technoloj 
would  guzzle  more  than  40  times 
electricity  consumed  by  bullet  trair 
which  only  go  half  as  fast.  The  noi 
that  the  trains  would  make — ev 
though  there's  no  metal-on-rail — wouljjj 
make  hurricane-force  winds  sound  qui(  m 
And  when  it's  time  for  appropriating  t 
money,  a  fight  is  sure  to  ensue  betwei 
high-tech  advocates  who  support  magi 
and  transportation  experts  who  want  t 
government  to  fund  cheaper,  conventic  j^^!' 
al,  high-speed  rail  systems,  which  ci 
rently  can  reach  top  speeds  of  186  mp 

After  the  passage  of  the  transport 
tion  measure,  maglev  proponents  m. 
have  thought  they  saw  the  end  of  t 
tunnel.  Maybe  so.  But  until  some  k 
details  are  worked  out,  it's  far  from  ci 
tain  that  the  train  coming  out  of  t 
tunnel  will  ever  be  a  maglev 

By  Christina  Del  Valle  and  John  Car 
in  Washington,  with  Neil  Gross  in  Toki 
and  Gail  Sckares  in  Bonn 
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PLE  I 


lEET  VIN  WEBER:  WILL  HE  BECOME 
ME  GOP'S  NEXT  POLICY  CZAR? 


e  representative's  recipe  for  success:  Make  waves  without  enemies 


rhese  are  pulse-pounding  times  for 
House  Republicans.  President 
Bush,  sinking  in  the  polls,  is  finally 
rting  his  attention  to  the  domestic  is- 
s  dear  to  conservatives.  As  Bush  be- 
3  work  on  the  crucial  election-year 
cies  that  he  will  lay  out  in  his 
uary  State  of  the  Union  address, 
House  Young  Turks  are  girding  for 
tie  with  cautious  White  House  advis- 
for  the  soul  of  the  President, 
[ouse  Minority  Whip  Newt 
grich  (R-Ga.)  has  gotten 
it  of  the  attention  in  this 
iggle.  But  the  key  figure 
he  House  Republicans'  ef- 
:s  to  redirect  domestic  poli- 
s  likely  to  be  Vin  Weber,  a 
et,  thoughtful  congress- 
1  from  Slayton,  Minn.  Al- 
ugh  little  known  outside 
shington,  Weber,  39,  is 
sidered  the  brightest  star 
3ng  his  GOP  colleagues  and 
ossible  successor  to  Minor- 
Leader  Robert  H.  Michel 
^11.),  who  may  retire  soon. 
Veher,  like  his  mentor 
asing  &  Urban  Develop- 
nt  Secretary  Jack  F. 
Tip,  never  tires  of  promot- 
his  formula  for  renewed 
sperity:  tax  cuts  to  revive 
sumer  and  business  spend- 
,  new  incentives  for  sav- 
,  and  the  conversion  of 
ventional  welfare  pro- 
ms to  those  that  will  moti- 
B  the  poor  to  seek  work, 
has  no  use  for  traditionalists,  such  as 
iget  Director  Richard  G.  Darman  and 
use  Budget  Committee  Chairman 
m  E.  Panetta  (D-Calif.),  who  argue 
t  preserving  the  1990  budget  agree- 
it  and  preventing  a  rise  in  the  deficit 
of  paramount  importance.  "They're 
high  priests  of  austerity,"  he  says, 
ley  had  their  shot,  and  now  they  have 
ake  responsibility  for  this  economy." 
ILLIANT  STRATEGIST.'  Unlike  more 
asive  leaders  of  the  right,  such  as 
grich  and  Senator  Phil  Gramm  (R- 
:.),  Weber  seems  to  have  made  no 
mies.  William  J.  Bennett,  former 
igan  Administration  drug  czar  and 
ication  Secretary,  calls  him  "one  of 
single  most  impressive  people  on 
)itol  Hill."  Adds  one  libera!  Democrat- 
louse  member:  "We  could  use  a  bril- 
it  strategist  like  Weber." 


Although  Weber  was  a  leader  of  the 
House  Republican  revolt  against  the 
1990  budget  agreement,  his  low-key  de- 
meanor allowed  him  to  retain  his  reputa- 
tion as  a  team  player.  "He's  very  well 
regarded  in  the  White  House,"  says  E. 
Spencer  Abraham,  a  former  aide  to  Vice- 
President  Dan  Quayle  and  now  head  of 
the  House  GOP  campaign  committee. 

In  fact,  Weber  may  be  ready  for  his 
move  from  policy  wonk  to  political  star. 


Just  before  Congress  adjourned  for  the 
year  on  Nov.  27,  he  was  instrumental  in 
persuading  Bush  to  endorse — against 
the  recommendation  of  his  advisers — a 
"pro-growth"  tax  package.  The  move 
helped  inspire  a  round  of  tax  hearings, 
which,  while  airing  some  House  GOP 
ideas,  have  proved  embarrassing  to  an 
Administration  that  has  no  plans  of  its 
own  (page  49).  Weber  hopes  his  econom- 
ic proposal  will  become  the  core  of 


Weber  is  considered  a 
likely  successor  to  Minority 
Leader  Robert  Michel, 
who  may  retire  soon 


the  Administration's  January  blueprint. 
"The  economy  is  in  trouble,  and  the  Re- 
publican Party  is  threatened,"  he  says. 
"The  White  House  just  wants  to  sit 
around,  so  we  had  to  force  the  issue." 
REACHING  OUT.  Key  elements  of  the  We- 
ber plan  include  a  capital-gains  rate  re- 
duction, faster  write-offs  of  capital  in- 
vestment for  business,  expanded  tax 
breaks  for  savings — including  allowing 
first-time  homebuyers  to  use  money 
from  their  individual  retirement  ac- 
counts without  penalty.  Some  provisions 
are  specifically  designed  to  pick  up  Dem- 
ocratic support.  Weber  would  repeal  the 
10%  excise  tax  on  luxury  goods,  a  plan 
favored  by  Senate  Majority  Leader 
George  J.  Mitchell  (D-Me.).  And  he'd  re- 
store some  incentives  to  real  estate  in- 
vestment knocked  out  by  the  1986  Tax 
Reform  Act,  an  idea  popular  on  both 
sides  of  the  aisle. 

Those  who  know  him  say 
Weber's  "get-along"  style  is 
pure  Minnesota.  He  got  the 
political  bug  from  his  grand- 
father, who  had  been  presi- 
dent of  the  Minnesota  Senate. 
At  21,  Weber  helped  get  for- 
mer Representative  Tom  Hag- 
edorn  elected  to  Congress, 
quickly  becoming  his  press 
secretary.  Four  years  later, 
he  managed  the  successful 
1978  Senate  campaign  of  lum- 
ber magnate  Rudy  Boschwitz 
(R-Minn.).  "He  sat  in  my 
kitchen  18  years  ago  and  told 
me  how  to  run  a  campaign," 
Boschwitz  recalls.  "I  decided 
right  there  this  kid  was  going 
to  work  for  me." 

As  a  28-year-old  Reaganite, 
Weber  in  1980  won  his  first 
House  race,  stressing  tax 
cuts,  strong  national  defense, 
and  opposition  to  abortion.  He 
has  been  reelected  five  times 
to  the  seat  representing  the 
agrarian,  and  very  Republican,  south- 
west corner  of  Minnesota.  He  may  be  a 
fiscal  conservative,  but  he  champions 
big-money  farm  programs,  and  he's  not 
above  using  his  Appropriations  Commit- 
tee seat  to  send  federal  bucks  home.  A 
couple  years  back,  he  won  a  $420,000 
grant  for  his  district  to  study  the  feasi- 
bility of  making  ink  from  soybeans. 

Weber's  way  of  making  waves  with- 
out making  enemies  will  be  sorely  test- 
ed. He's  likely  to  find  himself  fighting 
Democrats,  who  will  attack  GOP  tax  poli- 
cy as  tilting  toward  the  rich,  and  a  cau- 
tious White  House  that  wants  to  stick 
with  the  1990  budget  deal.  In  the  ensu- 
ing debate,  Weber  is  likely  to  find  him- 
self in  the  national  spotlight,  where  the 
Minnesota  marvel  may  find  his  new  high 
profile  makes  him  a  tempting  target. 

By  Paula  Dwyer  in  Washington 
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GUILTLESS  GORGING 

IN  THE  FINE  FRENCH  FASHION 


Butter,  foie  gras,  cream  soups,  gooey  cheeses — and  fewer  heart  attacks 


In  the  holiday  crush  on  Paris  side- 
walks, shop[)ers  jostle  each  other  for 
a  better  glimpse  of  window  displays. 
Most  of  them,  however,  aren't  looking  at 
toys  or  clothes,  but  at  France's  main 
Yuletide  passion:  food.  Slabs  of  smoked 
salmon  glisten  by  pots  of  foie  gras  and 
trays  of  gooey  cheese.  Visions  of  pheas- 
ant pates  and  butter-cream  pastries 
dance  in  French  heads.  It's  Christmas  in 
Paris,  and  the  world's  most  extravagant 
feeding  frenzy  is  about  to  begin.  As  an 
American  living  here,  I  can't 
wait.  It's  a  chance  to  cleanse 
my  arteries  and  lower  my 
cholesterol. 

You  see,  some  serious  sci- 
entists are  starting  to  think 
that  rich  French  food  is 
good  for  you.  They've  decid- 
ed that  all  those  luscious 
cheeses  are  healthier  than 
milk,  because  their  calcium 
chemistry  neutralizes  the 
fat.  Drinking  red  wine 
boosts  one's  "good"  choles- 
terol, or  high-density  lipo- 
protein (HDL),  preventing 
heart  attacks.  But  the  best 
thing  to  eat,  say  cutting- 
edge  French  doctors,  may 
be  duck  and  goose  fat. 
GRANDE  BOUFFE.  This  new 
theory,  a  sort  of  gastronom- 
ic Gift  of  the  Magi,  hasn't 
gotten  much  play  in  France. 
The  French  have  eaten  like 
this  for  generations,  and 
they're  u  health  mystery 
anyway.  They  live  longer 
than  Americans  (77  years 


foie  gras  country  is  half  the  U.  S.  level. 

In  my  opinion,  most  of  the  extra  fat 
the  French  eat  is  consumed  in  one  week: 
the  year's  last.  During  Christmas  Eve 
and  New  Year's  Eve  midnight  dinners — 
called  reveillons — the  French  gorge  like 
geese.  Here's  the  New  Year's  Eve  menu 
at  the  Ritz  Hotel:  Caviar  quenelles  with 
blinis  and  cream,  chicken-pistachio 
cream  soup,  lobster  in  cognac  sauce, 
wild  duck  in  red-wine-and-foie-gras 
sauce,  arugula-and-truffle  salad,  chest- 


James  A.  Baker  III,  U.  S.  Secretary 
State,  who  complained  that  Paris  resta 
rants  should  dip  into  France's  mountaiMjBf, 
ous  surplus  of  state-subsidized  buttt 
But  what  with  sauces  and  pastries,  tl  paijjj 
French  eat  four  times  as  much  butter  an  d , 
Americans  do.  Allegedly  they  also  e 
more  vegetables,  but  I've  rarely  sec 
one  on  a  French  plate. 
RAW  CELERY?  Perhaps  I've  never  real 
witnessed  an  ordinary  French  fami 
dinner.  Having  guests  means  putting 
the  dog.  When  foreigners  aren't  aroui  u  n\ 
and  the  French  aren't  upholding  the  |,^aio 
image,  maybe  they  sneak  secret  orgi  Imm 
of  steamed  fish  and  raw  celery. 

But  they  don't  eat  such  things  dovijauni 
in  the  Southwest,  I  can  assure  you.  V 
lentin  Coustaty,  a  farmer  I  know  in  t 
Perigord,  the  heart  of  foie  gras  countiPdora 
brags  that  his  wife  cooks  virtually 
erything  in  goose  fat  and  even  adds  : 


CHRISTMAS  IN  PARIS:  VISIONS  OF  DUCK  PATE  DANCE  IN  THEIR  HEADS.  AND  IT  MAY  EVEN  BE  GOOD  FOR  YOU 


VS.  75)  and  have  far  fewer  heart  at- 
tacks— yet  they  eat  807"  more  fat. 

Here's  some  holiday  advice  from  Dr. 
Serge  Renaud,  a  prominent  pathology 
researcher  in  Lyons.  "If  I  had  to  pick 
the  ideal  fat  for  the  human  diet,  it  would 
be  duck  fat,"  he  says.  It's  not  just  a 
matter  of  health.  Take  French  fries 
cooked  in  duck  fat.  "They're  delicious," 
he  says.  And  eat  freely  of  France's  ulti- 
mate holiday  delicacy,  foie  gras — the  liv- 
er of  force-fed  geese  and  ducks,  which  is 
47%  fat.  Fat  from  web-footed  birds,  re- 
searchers theorize,  is  chemically  similar 
to  olive  oil  and  may  actually  improve 
your  health.  That  may  be  why  the  annu- 
al per-capita  mortality  rate  in  French 


nut-mousse  cake  with  cream  sauce,  and 
chocolates  and  petits  fours.  No  calories 
wasted  on  vegetables,  you'll  notice. 

Christmas  dinner  at  home  is  less 
daunting,  usually  with  roast  goose  or 
turkey.  But  first  there's  smoked  salmon, 
raw  oysters,  and  often  foie  gras.  This 
month,  the  French  will  wolf  down  nearly 
5,000  tons  of  foie  gras,  half  their  annual 
intake.  After  the  fowl,  four  or  five 
cheeses  are  de  rigueur.  So  is  a  buche  de 
Noel — a  log-shaped  cake  plastered  with 
butter-cream  frosting. 

The  French  say  they  don't  eat  rich 
food  every  day.  I  don't  believe  them. 
They  drown  in  butter.  They  don't  serve 
it  with  bread,  however — to  the  regret  of 


soup.  Goose-fat  soup:  Yum!  "It's  a 
healthier  than  butter,"  says  he.  Coi  toik 
taty,  78,  also  drinks  wine  with  eve  Witn 
meal.  Is  there  a  moral  here  for  stress(  (tt»i£ 
out  city  dwellers? 

For  all  the  feasting,  though,  a  n* 
American-style  health  consciousnes.^ 
spreading  in  France.  The  French  eat 
fat  and  drink  less  wine  than  they  us 
to.  Joggers  crowd  Paris  parks,  and  m 
robiotic  restaurants  serve  up  sproi 
and  oat  bran.  If  this  unfortunate  tre 
continues,  I  think  the  French  may  regi 
it.  They  may  wake  up  one  New  Yea 
morning  with  all  the  health  worr 
Americans  have. 

By  Stewart  Toy  in  Pa 
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If  you're  in  the  dark  about  how  to  invest  in  1 992,  relax. 


You've  just  reached  the  light 
atthe  end  of  the  tunnel. 


^  OFFICIAL  SPOreCW  OFTHE  1992  U.S.  OLYMPC  TEAM 
©1992  l^rrill  Lynch,  Pierce,  Fanner  &  Smith  Inc.  Member  SiPC. 


MerrillliyncH 


Atradition  of  trust. 


THANE  PETERSON 


MINORITY  HIRING  IN 
BASEBALL:  A  SCORECARP 

Ever  since  former  Los  Angeles 
Dodgers  executive  Al  Camponis 
opined  in  1 987  that  blocks 
didn't  have  "the  necessities"  for 
key  front-office  positions,  Major 
League  Baseball  has  nnode 
minority  hiring  a  priority.  How 
much  improvement  can  the 
Big  Leagues  show? 

MAJOR  LEAGUE  CLUB 
FRONT-OFFICE  EMPLOYEES 
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.  i  BLACKS 
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A  PERCENT 

D»IA  OFFICE  OF  THE  COMMISSIONER,  MAJOR  lEACJE  BASEBALL 

MAJOR  LEAGUE  PLAYERS 


■  BLACKS 

1988  ]991 
▲  PERCENT       DATA:  CENIER  FOR  THE  STUDY  OF  SPORT 
IN  SOCIETV,  NORTHEASTERN  UNIVERSITY 


A  BUSINESS-BASHER 
GETS  THE  BOOT 


►  He  may  be  leaving,  but  he 
won't  be  any  quieter.  Texas 
Assistant  Attorney  General 
Stephen  Garciner,  who  an- 
gered companies  such  as 
Quaker  Oats,  Chrysler,  and 
TRW  with  lawsuits  challenging 
their  advertising  and  business 
practices,  says  he's  been 
asked  by  Attorney  General 
Dan  Morales  to  resign  effec- 
tive Jan.  Gardner  cites  a 
"difference  in  priorities." 
Gardner,  who  plans  to  contin- 
ue handling  consumer  protec- 
tion cases  in  private  practice, 
is  unrepentant:  "I  hope  the 
false  advertisers  of  this  coun- 
try will  still  have  me  to  kick 
around." 


'AND  I  WANT 
A  PAY  CUT,  TOO' 


►  In  a  rare  admission  by  a  top 
executive  that  he  doesn't  have 
enough  to  do,  Henry  Wendt 
will  start  working  part-time. 
Wendt,  58,  chairman  of  drug- 


maker  SmithKline  Beecham, 
has  also  asked  that  his  pay — 
$1.7  million  in  1990— be  cut  in 
half.  Chief  Executive  Robert 
Bauman  has  handled  most 
management  chores  since 
the  U.  S. -based  SmithKline 
merged  with  Britain's  Bee- 
cham in  1989.  In  his  spare 
time,  Wendt  plans  to  write 
a  book. 


MORE  WOES  AT 
FEDERAL  EXPRESS 


►  With  overseas  losses  widen- 
ing at  Federal  Express,  the 
company  says  that  it  may 
have  to  take  drastic  action. 
On  Dec.  17,  the  package  carri- 
er announced  that  net  income 
fell  29%,  to  $26.5  million,  in  its 
second  fiscal  quarter,  ended 
Nov.  30,  on  a  27f  decline  in 
revenue,  to  $1.94  billion,  main- 
ly because  of  problems  over- 
seas. FedEx  already  has 
downsized  in  Britain  and  in- 
stalled a  new  international 
management  team,  headed 
by  Executive  Vice-President 
Thomas  Oliver.  FedEx  is 
mum  on  what  it  will  do,  but 
analysts  predict  more  cut- 
backs in  Europe  or  a  joint 
venture  with  another  pack- 
age carrier  in  some  overseas 
markets. 


MACY'S  IS 
TRIMMED  IN  RED 


►  Christmas  doesn't  seem  to 
be  cause  for  rejoicing  at  R.  H. 
Macy.  On  Dec.  17,  The  retail- 
er announced  a  $155  million 


O.K.,  BUTTON  UP— AND  BUTTON  DOWN  i  * 


We  don't  know  if  the  publisher 
of  Dress  for  Success  should 
stoke  up  the  presses  yet.  But  a 
recent  Gallup  survey  commis- 
sioned by  Ricoh  found  that  most 
people  want  dress  codes  at 
work.  In  fact,  they  crave  dress 
codes  at  work.  Two-thirds  found 
them  "important";  one  in  three 
thought  they  were  "very  impor- 
tant." What's  more,  those  who 
found  them  "very  important" 
also  tended  be  "more  satisfied"  with  their  jobs. 

The  question  was  part  of  a  larger  survey,  explains  Jim  v 
Ricoh's  senior  vice-president  for  national  marketing.  (Ivy  ii 
his  colleagues,  dresses  almost  exclusively  in  blue  suits.)  Ror, 
which  makes  fax  machines,  copiers,  and  the  like,  wanted  tceei 
a  bead  on  "the  evolving  mind-set  of  the  office  environme  o; 
the  '90s,"  says  Ivy.  The  popularity  of  sartorial  stand'ds 
Ricoh  thinks,  indicates  employees  want  structure  and  a  "t:ht 
ly  run  workplace."  "Tightly  knit"  sounds  more  like  it. 


loss  on  $1.6  billion  in  sales  for 
the  quarter  ended  Nov.  2,  on 
top  of  the  $150  million  loss 
the  company  reported  for  the 
year  ended  in  August.  Cash 
flow  fell  53'X,  to  $72  million, 
for  the  quarter,  making  it  in- 
creasingly difficult  for  Macy's 
to  service  its  $3.5  billion  in 
debt. 

Macy's  banks  have  support- 
ed it  so  far,  and  the  company 
denies  any  possibility  of  a 
bankruptcy  filing.  Still,  with 
Christmas  looking  lousy  and 
huge  debt  repayments  loom- 
ing in  1993,  some  Seventh  Av- 
enue pundits  predict  that  in 
order  to  stay  solvent,  Macy's 
will  have  to  sell  a  major  as- 
set— possibly  I.  Magnin,  the 
upscale  store  chain  it  bought 
from  Federated  in  1988. 


EVERY  PtV 
LARGER 


NORTHWEST  AIR  GEIi  4 
CHRISTMAS  PACKAGI 


►  Chalk  one  up  for  Northes 
Airlines  Chairman  Al  CheAi 
On  Dec.  16,  Minnesota  iv* 
legislative  approval  to  an  8I> 
million  financial  packagefo; 
the  heavily  leveraged  aiirie 
Most  of  the  money  is  for  ew 
aircraft  maintenance  bse; 
for  Northwest  in  Minnerta 
NWA  will  also  receive  a  32( 
million  loan  as  part  oftht 
package.  Sources  clos  tc 
Northwest  say  Checchi,  ^h( 
has  long  coveted  Continata 
Airlines,  is  looking  at  buini 
all  or  parts  of  the  banlap 
carrier. 


ARE  THE  TEAMSTERS 
CLEAN  AT  LAST? 


►  The   federal  governmit 
long  campaign  to  clean  ujthc 
International  Brotherhoo  o 
Teamsters  culminated  inth» 
mid-December  election 
dissident  local  leader  toti 
union's  presidency.  The  v  x 
Ronald  Carey,  who  wontl 
union's  first  direct  electio  foi 
its  top  officers,  will  betht 
first  Teamsters  leade  ii 
more  than  four  decade  tc 
have  no  alleged  links  to  (gai 
nized  crime. 
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HE  QUICK  ECONOMIC  FIX 
HAT  BUSH  MAY  PROPOSE 


rhe  weeks  between  Thanksgiving  and  the  Jan.  28  State  of 
the  Union  address  were  supposed  to  give  the  Bush  Ad- 
I  ministration  a  pubHc-relations  bonanza.  White  House 
tegists  predicted  that  once  Congress  left  town,  the  Presi- 
:  would  go  on  a  tear,  lambasting  Democrats  for  the  na- 
's  economic  woes  and  retaking  the  pro-growth  high  road, 
ut  an  uncooperative  economy  has  given  Bush  a  case  of  the 
bles  that  only  seems  to  be  getting  worse.  TV  comics  still 
laughs  out  of  the  President's  Thanksgiving-weekend  effort 
.cost  consumption  by  buying  socks  at  a 
•yland  shopping  mall.  In  several  con- 
>sional  appearances,  Bush's  top  econom- 
idvisers  couldn't  seem  to  agree  on 
■ther  their  boss  favored  a  short-term  fis- 
stimulus  or  not  (page  66). 
ut  perhaps  the  President's  worst  day 
Dec.  17.  A  Washington  Post-ABC  News 
showed  that  his  approval  rating  has 
?ed  to  a  new  low  of  47%,  while  a  stun- 
r  70%  of  the  public  disapproves  of  his 
dling  of  the  economy.  Soon  after,  White 
ise  spokesman  Marlin  Fitzwater  said 
,  "for  all  practical  purposes,  the  reces- 
continues" — an  assessment  too  gloomy 
most  forecasters.  Then,  Bush  tried  to 
<  away  from  the  recession  label,  saying: 
finitions,  heck  with  it.  Let's  get  on  with 
business  at  hand." 

lie.  The  nightmarish  day  finally  ended 

House  Republicans  leaked  a  story  that  the  White  House 
"seriously  considering"  a  one-time,  $300,  election-year  tax 
ite.  That  scheme,  with  its  echoes  of  President  Jimmy  Car- 
3  ill-fated  $50-per-person  tax-rebate  plan,  angered  GOP  con- 
'atives,  who  think  tax  cuts  should  promote  investment.  The 
?rberations  are  eerie:  Adjusted  for  inflation,  Carter's  plan 
lid  give  an  average  household  $310  today, 
ome  top  White  House  aides  quickly  pooh-poohed  the  re- 

"A  number  of  proposals  are  being  discussed.  And  some 


GROPING  FOR  A  GAME  PLAN 


of  them,  frankly,  are  silly,"  says  one.  The  idea  is  likely  to 
disappear  as  quickly  as  it  surfaced.  But  with  final  decisions 
still  weeks  away,  the  perception  that  Bush  has  no  game  plan 
for  righting  the  economy  is  growing  among  voters. 

Some  of  the  floundering  may  be  unavoidable.  The  White 
House  is  in  an  awkward  transition,  with  Chief  of  Staff  Samuel 
K.  Skinner  and  the  newly  appointed  Bush  campaign  team  still 
settling  in  at  their  jobs. 
But  the  real  culprit  is  a  deepening  sense  of  panic  over  the 
stalled  economy.  At  an  extraordinary  Dec. 
16  meeting  with  federal  bank  examiners  in 
Baltimore,  the  Administration's  most  senior 
economic  officials  put  out  the  word:  Do 
whatever  it  takes  to  get  banks  lending 
again.  And  even  Federal  Reserve  Chairman 
Alan  Greenspan  is  growing  ever  more  wor- 
ried about  the  plunge  in  consumer  confi- 
dence over  the  past  few  months.  Although 
he  now  says  there  may  be  a  role  for  stimu- 
lative action  under  certain  circumstances, 
he  believes  that  the  real  solution  to  econom- 
ic stagnation  is  a  fiscal  policy  that  encour- 
ages long-term  savings  and  investment. 

Politics  may  drive  Bush  to  propose  a 
quick  fix.  He's  still  mulling  the  idea,  floated 
by  Budget  Director  Richard  G.  Darman,  of 
a  two-track  strategy.  That  scheme  involves 
quick  action  on  a  middle-class  tax  cut  fol- 
lowed by  debate  on  investment  incentives. 
But  that  approach  is  opposed  by  conservative  Republicans, 
business  executives,  and  congressional  Democrats,  including 
Senate  Finance  Committee  Chairman  Lloyd  Bentsen  (D-Tex.). 

The  cautious  Bush,  who  still  talks  of  maintaining  the  1990 
budget  deal,  is  unlikely  to  throw  budget  discipline  to  the 
winds.  But  his  resolve  to  hold  the  line  against  significant  new 
tax  cuts  is  weakening.  He  believes  that  no  Democrat  can  beat 
him  next  fall.  But  he  now  knows  that  the  economy  could. 

By  Howard  Gleckman  and  Douglas  Harbrecht 
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INTENDERS 


^uring  his  period  of  agonizing  over 
Centering  the  race  for  the  Demo- 
itic  Presidential  nomination.  New 
irk  Governor  Mario  M.  Cuomo  has 
me  to  just  one  conclusion:  President 
ish  is  stealing  his  economic  ideas, 
lomo  cries  "theft"  because  the  Ad- 
nistration  is  talking  about  reviving 
investment  tax  credit  in  a  1992  eco- 
mic-growth  package.  Cuomo  has 
en  urging  restoration  of  the  ITC  for 
)nths.  Next,  Cuomo  suspects.  Bush 
11  snatch  his  plan  to  reward  buy-and- 
Id  stock  owners  with  a  low  capital- 
ins  tax  rate  and  perhaps  punish 
ick-turnover  investors.  But  Cuomo 


says  Bush  still  isn't  on  the  right  track 
economically:  "It  would  be  easy  to  do 
just  an  investment  tax  credit.  The  vir- 
tue of  my  plan  is  that  it  is  holistic." 

HEALTH  

Politics  may  be  interfering  with 
hopes  for  a  comprehensive  health 
care-reform  plan  from  the  Administra- 
tion next  year:  After  two  years  of  ef- 
fort. President  Bush's  Advisory  Coun- 
cil on  Social  Security — which  includes 
members  from  business,  labor,  health 
care  providers,  and  insurers — has 
failed  to  reach  a  broad  consensus.  In- 
stead, the  panel  will  soon  recommend 
several  incremental  changes  that  Bush 
may  float  in  his  State  of  the  Union 


message.  These  include  malpractice  re- 
form, overhaul  of  insurance  for  small 
groups,  expanded  community  and 
school-based  health  clinics,  and  more 
freedom  for  states  to  experiment  with 
ideas  of  their  own.  Dissenting  panel 
members  complain  that  White  House 
pressure  prevented  sweejting  reform. 

VILLAINS  

Operation  Desert  Storm  is  long 
over,  but  the  Administration  is 
still  making  Saddam  Hussein  an  eco- 
nomic bogeyman.  At  a  Dec.  16  meeting 
with  bank  regulators.  Treasury  Secre- 
tary Nicholas  F.  Brady  blamed  him  for 
the  falloff  in  consumer  confidence — 
airing  a  likely  campaign  theme. 
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Communications  that  can  see  the  future  now. 


I 


The  companies  of  Ameritech  are  the  communications 
backbone  of  this  country's  most  information-intense  market: 
the  Great  Lakes  region.  More  than  12  million  business  and 
residential  customers  in  the  region  rely  on  us  for  communica- 
tions systems  and  services,  and  will  continue  to  do  so  for 
decades  to  come. 

That's  why  we're  so  single-minded  in  our  commitment 
to  providing  superior  systems  and  services.  For  example, 
we've  invested  more  than  $2.5  billion  in  digital  switching  and 
fiber  optic  cable  over  the  past  three  years  and  plan  to  invest 
$2.8  billion  in  the  next  three  years.  This  investment  will 
help  us  bring  new  products  and  services  to  our  customers 
even  faster. 

Solutions  that  work:  Our  dedication  is  paying  off, 
not  only  in  superior  communications  capabilities  and  ser- 
vices for  our  customers,  but  also  in  superior  financial  returns 
for  our  shareowners.  Since  divestiture,  we've  recorded  a 
total  return  to  investors  more  than  50  percent  greater  than 
the  S&P  500  stock  index.  We  believe  our  focused  commit- 
ment to  communications  will  continue  to  be  a  sound  strategy 
with  rewards  both  now  and  in  the  future,  for  our  customers 
and  for  our  shareowners. 

For  a  copy  of  our  Annual  Report  or  related  financial  infor- 
mation, call  Ameritech  Investor  Relations  at  312/750-5353. 
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The  Communications  Companies  of  Ameritech 


I 


Illinois  Bell 
Indiana  Bell 
Michigan  Bell 
Ohio  Bell 
Wisconsin  Bell 
Ameritech  Audiotex  Services! 


Ameritech  Development 
Ameritech  Information  Systems 
Ameritech  International! 
Ameritech  Mobile  Communications 
Ameritech  Publishing! 
Ameritech  Services! 
The  Tigon  Corporatior 
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iternational  Business 


A 


JSTOMS  TEARS  INTO 
HE  CHINESE  RAG  TRADE 


lassive  criminal  probe  covering  10  cities  zeros  in  on  a  vast  pattern  of  alleged  import  fraud 


I  he  workday  had  just  started  on 
Dec.  6  when  employees  at  Diletto 
Inc.,  a  New  York  children's-wear 

pany,  were  startled  by  visitors.  At 
a.m.,  20  U.  S.  Customs  Service 

its,  some  armed,  entered  Diletto's 

nent-district  offices  with  a  search 

'ant.  Three  hours  later,  the  agents 

taking  with  them  six  large  boxes  of 

iments  that  Customs  is  sifting  for 

ence  of  illegal  imports  of 

lese  clothing  and  textiles. 

tto  hasn't  been  charged 
any  wrongdoing.  "I  am 

concerned,"  says  company 

;ident  Jack  M.  Hidary. 

at  dozens  more  U.  S.  ap- 

d  and  textile  importers 

I  New  York  to  Los  Ange- 
are  quaking.  Doing  busi- 

with  China  may  never  be 
same.  The  Customs  sweep 
art  of  a  massive  two-year 
stigation  that  is  likely  to 

to  criminal  indictments 
;  year.  Caught  in  the  web, 
•ces  say,  are  some  of  the 
:est  garment  traders  in  the 
.  and  Hong  Kong.  Major 
ilers  are  likely  to  be  next 
he  hit  list. 

GUARD.  Companies  such  as 
Penney,  Kmart,  and  Tar- 
have  all  placed  orders  with 

II  importers  caught  in  Cub- 
s' dragnet.  And  if  nothing 
,  these  big  chains  could  be 
rht  off  guard.  The  investi- 
on  threatens  to  disrupt 
r  flow  of  goods  from  China 

may  force  new  expendi- 
s  to  ensure  that  their  sup- 
lines  are  legit.  All  these 
panies  say  they  have  no 
A'ledge  of  any  wrongdoing, 
iporting  illegally]  is  cer- 
ly  not  an  act  we  endorse  or 
)ort,"  says  Target  Stores 
cesperson  George  Hite. 
I  all,  63  U.  S.  importers 
e  swept  up  in  the  raids, 
e  than  500  Customs  and 
rnal  Revenue  Service  offi- 
;  confiscated  corporate  rec- 
;  at  91  offices  in  10  cities. 


They  also  seized  several  million  dollars 
in  18  bank  accounts  belonging  to  some 
of  the  companies.  "It  is  probably  equal 
to  or  larger  than  any  criminal  investiga- 
tion we  have  conducted  in  recent  histo- 
ry," says  Stephen  DeVaughn,  acting  di- 
rector of  Customs'  office  of  investi- 
gative programs. 

Hundreds  of  Customs  agents  are  now 
looking  for  evidence  linking  importers  to 


A  GITANO  STORE  IN  NEW  YORK 

The  $800  million  retailer  wsls 
one  of  the  63  importers  whose 
offices  were  raided  by  Customs 


illegal  trade  practices  such  as  cheating 
on  import  quotas,  undervaluing  goods, 
and  selling  prison-made  products.  Poten- 
tial criminal  charges  for  fraud,  money 
laundering,  tax  evasion,  and  other  of- 
fenses could  result  in  heavy  fines  and 
jail  sentences.  Some  U.  S.  importers 
whose  offices  were  searched  are  already 
discussing  plea  bargains.  Customs 
sources  say,  which  could  widen  the  in- 
vestigation. 

BIGCER  FISH.  While  most  of  the 
importers  caught  in  the  net 
are  little  known  outside  the 
trade,  some  are  brand-name 
suppliers.  Agents  hit  several 
offices  of  the  Gitano  Group 
Inc.,  an  $800  million  manufac- 
turer and  retailer  of  sports- 
wear. "We  have  nothing  to 
hide,"  says  Steve  M.  Gerber, 
Gitano  general  counsel. 

Importers  got  a  taste  of  how 
tough  Customs  can  be  earlier 
this  year  when  agents  in  Los 
Angeles  seized  31  containers 
filled  with  six  million  sweaters, 
slacks,  and  other  goods  bound 
for  New  York  buyers.  The 
items  bore  labels  of  Mozam- 
bique, Singapore,  Portugal, 
and  other  countries,  though 
Customs  says  they  were  in 
fact  produced  in  China.  Gov- 
ernment sources  say  that  the 
seizure  left  many  buyers  high 
and  dry,  unable  to  supply  sea- 
sonal orders.  Then,  in  Septem- 
ber, Customs  raided  23  Chi- 
nese-owned import  and 
marketing  companies  in  New 
York  and  Los  Angeles  (BW — 
Oct.  7).  Nor  is  this  month's 
crackdown  the  end.  "We're 
just  scratching  the  tip  of 
the  iceberg,"  says  one  Cus- 
toms official. 

The  raids  put  the  spotlight 
on  transshipping,  a  little- 
known  but  widely  practiced 
form  of  fraud  in  the  textile 
and  apparel  trade.  To  protect 
American  manufacturers,  the 
U.  S.  sets  quotas  on  the  vol- 
ume of  goods  that  can  be  im- 
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-II  various  countries.  Manufac- 
turers sidestep  restrictions  by  shipping 
nearly  finished  sweaters  and  blouses  for 
final  assembly  to  a  third  country  that 
has  room  in  its  quota  for  furthf  r  exports 
to  the  U.  S.  As  in  the  Los  Angeles  case, 
Customs  has  also  nabbed  Chinese-made 
T-shirts  that  say  they're  from  Haiti, 
pants  labeled  "Made  in  Lesotho,"  even 
knitwear  carrying  bogus  "Made  in  Leba- 
non" labels. 

U.  S.  officials  i)elieve  that  as  much  as 
$2  billion  worth  of  textiles  and  clothing 
that  enters  the  U.  S.  annually  under 
"Made  in  Taiwan"  and  other  labels  is 
actually  made  in  China.  That's  on  top  of 
the  $4.3  billion  in  official  imports  of  Chi- 
nese apparel  and  textiles. 
FORCING  CHANGES.  But  investigators 
suspect  that  many  Chinese  factories 
sometimes  are  unwitting  participants  in 
transshipment  schemes.  Often  the  real 
culprits  are  Taiwanese  and  Hong  Kong 
manufacturers  and  their  U.  S.  importers. 
Faced  with  rising  wage  rates  at  home, 
Asian  manufacturers  are  turning  to  Chi- 
na to  meet  the  low  prices  U.  S.  retailers 
demand.  Some  657'  of  all  sweaters  with 
Hong  Kong  labels,  for  example,  were 
really  made  in  China,  says  a  Hong 
Kong-based  former  garment  buyer. 

The  Customs  crackdown  is  sure  to 
force  changes  in  U.  S.  apparel  circles.  "It 
should  be  a  warning  for  all  importers 
that  they  should  be  careful  with  their 
business  associations  and  whom  they 
trade  with,"  says  Steven  M.  Kott,  direc- 
tor of  member  services  for  the  American 
Association  of  Importers  &  Exporters. 
Big  U.  S.  retailers  may  be  forced  to  do 
more  buying  directly  through  their  over- 
seas offices,  wiping  out  thousands  of 
middlemen,  says  J.  Bradley  Morrison, 
management  consultant  for  Kurt  Salm- 
on Associates  in  Hong  Kong. 

Rather  than  risk  Customs  retaliation, 
many  buyers  may  shift  orders  from  Chi- 
na to  other  Asian  countries.  Last  year. 
Hong  Kong-based  Goetz  Trading  Ltd. 
was  left  holding  $300,000  worth  of  hand- 
knit  Chinese  sweaters  when  Customs 
wiped  out  China's  remaining  quota  after 
uncovering  transshipment  incidents. 
Now,  Goetz  director  Stephen  Maire  does 
most  of  his  buying  in  Thailand.  Says 
Maire:  "China  is  out  of  control."  More 
switches  like  that  would  hurt  China:  The 
apparel  industry  is  its  second-biggest 
U.S.  export  earner  after  toys. 

The  economy  is  already  giving  apparel 
manufacturers  and  retailers  lots  of  wor- 
ries. If  Customs'  probe  turns  up  evi- 
dence of  extensive  wrongdoing,  a  weak 
Christmas  season  may  be  only  the  start 
of  a  much  more  frightening  nightmare. 

By  Amy  Borrus  in  Washington  and  Pete 
Engardio  in  Hong  Kong,  with  Laura  Zinn 
and  Joyce  Barnathan  in  New  York 


Commentary/by  Joyce  Barnathan 

IT'S  TIME  TO  PUT  THE  SCREWS 
TO  CHINA'S  GULAG  ECONOMY 
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It's  an  open  secret  that  much  of  the  tea 
in  China  is  produced  by  forced  labor  in 
camps  across  the  country.  But  in  1984, 
the  Red  Star  Tea  Farm,  a  prison  facility, 
decided  to  get  more  ambitious.  The  prison 
struck  up  a  10-year  contract  with  a  Hong 
Kong  trading  company,  according  to  offi- 
cial Chinese  documents.  It  now  has  at 
least  850  textile  looms  and  is  "exporting 
all  of  its  products."  When  operating  at  full 
capacity,  cranking  out  thousands  of  sweat- 
ers a  day,  its  annual  output  could  be  in  the 
hundreds  of  millions  of  dollars.  "That  is  a 
mammoth  plant  by  any  standards,"  says  a 
U.  S.  Customs  Service  official. 

It's  not  certain  that  sweaters  from  this 
prison  are  making  their  way  to  the  U.  S., 
or  even  whether  the  report  is  accurate. 
But  what  is  clear  is  that  prison  exports 
are  increasingly  be- 
coming cause  for 
alarm.  It  has  been  a 
year  of  nasty  sur- 
prises when  it  comes 
to  trading  with  China, 
a  $60  billion  export 
behemoth.  In  the 
spring,  the  world  dis- 
covered that  the  Chi- 
nese gulag  was  active 
in  export  markets,  de- 
spite denials  from 
Beijing  (BW— Apr. 
22).  Then,  in  recent 
weeks,  came  strong 
allegations  of  hand- 
in-glove  relationships 
between  U.  S.  compa- 
nies and  China's 
camps.  The  most 
glaring  example  is 
E.  W.  Bliss  Co.  in 
Hastings,  Mich., 
where  former  em- 
ployees told  Customs 
that  the  machine-press  company  cut  deals 
with  a  prison  in  Jiangsu  province  (BW — 
Dec.  23).  Bliss  denies  wrongdoing. 
UNHOLY  CONVERGENCE.  As  the  scale  of 
China's  prison  apparatus  becomes  known, 
it  raises  a  host  of  moral  and  economic 
issues.  Can  global  players  trade  comfort- 
ably with  a  country  that  exploits  a  vast 
gulag  labor  supply?  After  all,  the  world 
levied  heavy  sanctions  against  such  repre- 
hensible policies  as  South  Africa's  apart- 
heid and  Soviet  gulag  labor.  Isn't  China's 
forced-labor  system  just  as  reprehensible? 
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Isn't  it  time  for  companies  to  polio 
own  trade  with  China  and  make  s 
those  toys  and  clothes  with  "Made 
na"  labels  now  tucked  under  th 
weren't  made  by  prison  labor? 

China's  forced  labor  products  n 
flourishing  because  of  the  converge 
two  global  trends.  Chinese  prison  a 
ties  are  under  intense  governmen 
sure  to  earn  hard  currency  as  a  wa;  koi12 
self-sustaining — and  that  means 
ing.  At  the  same  time,  U.  S. 
strapped  by  a  recession  and  ever 
competition,  are  searching  for  the 
est  labor  pool  around.  Now,  the  nee 
meshing  as  U.  S.  importers — wittin 
unwittingly — place  orders  with  Chir  mates 
tralow-cost  labor  facilities:  the  pris( 
Washington  is  taking  stiff  actions 
sure  that  U.  S 


CHINA'S  COMPETITIVE  EDGE 
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Exports 


obey  the  law  b 
prison  import 
the  trade  defic 
China  swells  t( 
than  $12  billio 
White 

sanctioned  a  n 
crackdown  bj 
toms  involving 
trade  practices 
prison  imports 
ta  cheating.  U, 
porters  can  no 
hide  behind  th( 
that  they  don't 
where  their  go( 
being  made 

Granted,  itfcor 
easy  to  det( 
whether  goods 
from  a  Chines 
on.  In  their  sea 
cheap  produ 
China,  U.S. 
ers  are  swept  i 
world  of  Asian  middlemen  in  Hong 
the  hub  of  the  China  trade.  With  hij 
ties  to  the  West  and  vast  knowie 
the  mainland,  some  Hong  Kong 
can  get  things  done  fast  and  che 
questions  asked.  Theirs  is  a  murkj 
of  dummy  companies,  forged  shippi 
uments,  offshore  bank  accounts,  i 
port  licenses  obtained  through  bril 
Southern  China  in  the  1990s  is  tl 
East  of  capitalism,  and  goods  of  al 
including  those  from  prisons,  entei 
Kong  freely  en  route  to  the  rest 
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nlesK  buyers  visit  a  factory  first- 
ley  run  the  risk  of  purchasing 
cods.  "Whenever  they  say:  'No, 
't  visit  the  subcontractor,'  it's 
■  a  prison,"  says  AFL-CIO  execu- 
rey  L.  Fiedler. 

LAGE.  Although  no  one  knows 
t  size  of  the  prison  export  sys- 
getting  bigger  and  bolder  all  the 
ccording  to  Harry  Wu,  a  re- 
at  the  Hoover  Institution  at 
University  and  author  of  the 
g  book  Lao- 
le  Chinese 
there  are 
1,000  camps 
!hina,  with  a 
•ce  of  12  mil- 
16  million, 
them  are 
Is  of  thou- 
of  political 
says  Wu,  a 
prisoner  him- 
imates  pro- 
many  as  80 
for  export, 
f  machinery, 
ural  goods, 
(tiles,  says 
Isia,  chief  of 
Eastern  Law 
the  Library 
ress. 

of  these 
are  camou- 
in  China's 
ling  export 
s  the  cotton 
n  fields  har- 
3y  prisoners 
textile  com- 
lat  crank  out 
?  Hsia  con- 
at  exports  of 
abor  goods 
!en  growing 


secret  police.  Some  analysts  suspect  that 
independent-minded  secret  police  still 
have  leverage  over  prison  enterprises.  In 
this  argument,  prison  wardens  are  loose 
cannons,  hungry  to  pump  up  earnings 
from  exports.  Then  they  help  line  the 
pockets  of  top  officials  in  the  security 
and  justice  apparatus.  They  may  be  in- 
vesting their  profits  outside  China,  per- 
haps even  in  Hong  Kong,  quietly  backing 
their  own  export  houses.  'That  would  pit 
the  prison  export  system  against  legiti- 


LABOR  CAMP  OR  FACTORY?  THE 
CATALOG  DOESN'T  SAY  THE  ENGINE 
WAS  MADE  IN  PRISON,  BUT  THE  SIGN 
ON  THE  DOORWAY  DOES 


;ince  1988  and  that  as  much  as 
ill  prison  goods  are  going  over- 
i  doubts  Beijing  officials  could 
practice  even  if  they  wanted  to. 
Chinese  officials  claim  they're 
But  as  the  centralized  state  sec- 
orrhages  money,  prison  exports 
linly  a  bright  spot.  Citing  official 
documents,  Wu  says  that  307^-  of 
larnings  go  to  local  prison  au- 
,  which  then  share  revenues  with 
Another  30%  goes  to  the  labor 
r  improving  its  products,  while 
,  40%  covers  security  costs. 
Lhers  say  that  prison  authorities 
e  like  entrepreneurs.  The  prison 
IS  under  the  Ministry  of  Justice, 
lok  over  that  responsibility  from 
istry  of  Public  Security,  China's 


mate  businesses  in  China  that  are  faced 
with  ever  rising  labor  costs. 

If  anything,  China's  prison  exporters 
are  becoming  more  brazen.  At  the  same 
time  Secretary  of  State  James  A.  Baker 
III  was  arriving  in  Beijing  in  mid-Novem- 
ber, Chinese  officials  were  handing  cus- 
tomers a  slick  catalog  at  a  trade  fair  in 
San  Francisco.  The  60-page  booklet  ad- 
vertised goods  made  in  factories  in  Shan- 
dong province,  including  three  labor 
camps.  It  even  boasted  photos  of  the  fac- 
tory gates  of  two  camps,  where  the  Chi- 
nese characters  for  "labor  reform" — a 
euphemism  for  reforming  prisoners 
through  labor — are  visible.  And  the 
goods  were  far  from  raw  materials  or 
textiles.  They  were  producing  diesel  en- 
gines, machine  tools,  and  steel  pipes. 


There  is  also  growing  evidence  that 
some  Hong  Kong  Chinese,  Japanese,  and' 
Taiwanese  are  investing  in  prisons.  "For- 
eign companies  provide  us  with  technol- 
ogy, equipment,  and  managerial  know- 
how,"  admits  China's  official  labor- 
reform  journal.  "This  helps  improve  our 
competitiveness  and  create  conditions  for 
our  entering  the  international  market  at 
a  high  level."  As  the  quality  increases,  it 
may  become  difficult  to  distinguish  be- 
tween an  Italian-made  shirt  and  one  from 
the  camps. 

Unfair  trade  prac- 
tices aside,  some 
Americans  are  less 
than  outraged  by  the 
idea  that  China  uses 
prison  labor.  After 
all,  there's  prison  la- 
bor in  the  U.  S.  But 
there's  a  huge  differ- 
ence. Prisoners  in 
federal  jails  make  ev- 
erything from  army 
helmets  to  office  fur- 
niture, but  they  have 
only  one  buyer:  the 
federal  government. 
And  the  work  pro- 
grams at  U.  S.  pris- 
ons are  geared  to- 
ward giving  inmates 
.skills. 

BEATINGS.  In  China, 
people  often  disap- 
pear into  the  gulag 
without  a  fair  trial  or 
even  a  fixed  sen- 
tence. Prisoners,  or 
rather  forced  labor- 
ers, may  be  ordered 
to  work  in  the  camp 
factory  even  when 
they  are  set  "free." 

Take  Liu  Gang.  As 
one  of  China's  most 
wanted  student  activists  involved  in  the 
1989  democracy  movement,  the  30-year- 
old  Liu  toils  at  the  Lingyuan  General 
Vehicle  Plant,  part  of  a  prison  production 
facility  in  Manchuria,  rights  activists  say. 
If  Liu  falls  behind  on  his  quota,  he  is 
beaten  with  fists,  electric  batons,  and 
leather  belts.  According  to  Chinese  docu- 
ments obtained  by  Asia  Watch  Commit- 
tee, the  human-rights  group,  the  factory 
has  a  technology-transfer  deal  with  Ja- 
pan's Isuzu  Motors  Ltd.  to  make  car 
seats  and  diesel  engines.  Isuzu  denies 
any  dealings  with  prisons.  Whatever  the 
case.  Hong  Kong  papers  say  these  en- 
gines, costing  around  $3,000,  are  being 
exported  to  Africa.  The  next  time  you 
see  a  price  that  good,  ask  yourself 
"Where  was  this  made?" 
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"Florida  has 
what  I  like  to  call 
the  two  halves  of 
paradise, "  says 
Paul  Kahn, 
president  of  AT&T 
-  Universal  Card 

Services,  "an 
excellent  business 
environment  and 

a  fantastic 
quality  of  life. " 


01  nee  iipnii  a  time  comiianics  that  as|Mi'i'd  to 
'  1)1'  playcis  in  the  tlnaiicial  services  industry 
liad  ti)  locate  in  New  York.  Not  anymore. 
In  I!I7!S  tlie  'reni])letoii  Fund  luoved  its  offices 
from  a  New  \'ork  City  sul)ur-l)  to  St.  Petershui'j;. 
Floi'ida.  "Oui'  bijj;  concern  was  oui-  secui'ities  husi- 
ness,"  recalls  John  (Jalhraitli.  chairnian,  "because 
New  ^'ork  was  tlie  |irinci|ial  center  tor  securities 
companies." 

They  needn't  have  wurried.  Since  the 
relocation.  Templeton  has  jirnwn  fioin 
seven  employees  to  lioO  and  today  man- 
ages U.S.  reoisteitHl  in\'estment  funds  in 
excess  of  SI  1  billion. 

'I'ein  plel  on  is  one  ol  14.00(1  finance 
and  insuiance  firms  in  Fhiiida  uliich 
eniphiy  nioie  than  a  ijuartcr  of  a  niilliun  people  with 
payi'olls  totalling  nearly  8"  billion.  Such  welhknow  ii 
names  as  American  Exjii'ess.  AT&'I\  Piudential 
Insiu'ance.  Aetna.  .Merrill  Lynch,  ('iticorp.  Salomon 
ISrothers.  Raymond  James  \-  .\ssociates.  and  Blue 
( 'ross  r>luc  Shield  ha\c  lloiii  isheil  in  Florida,  and 
inoie  companies  keep  comint;:  in.  Durinjj;  the  most 
ivccnl  si,\-year  pei'iod  foi-  which  data  was  available, 
the  ninidiei'  of  I'irms  had  incicased  :{;)"/(]  aiul  cmploy- 
menl  was  up  IJ.l'/n. 

I^ncouraijed  by  the  success  ni  Florida  of  it.s  sister 
i-ompany.  A'lW'J'  .\mericari  Transtech.  .\T&T  I'ni- 


versal  Card  Services  moved  its  cor|)orate  headquar 
ters  from  New  Jersey  to  Jacksonville  in  1990.  Sine 
then  Universal  Card  Services  has  grown  into  th 
fourth  largest  issuer  of  consumer  credit  cards. 

What  is  the  secret  to  the  success  of  the  fmancia 
services  industry ^  "We  needed  a  city  that  could  prq 
vide  employees  eager  to  work  for  a  major  corpora 
tion,"  says  Paul  Kahn,  president  of  AT&T 
Universal  C'ard  Services.  "We  found  good  people  ii 
Florida,  jieople  who  understood  our  goals,  were  dedi 
rated  to  serving  the  customer,  and  willing  to  g 
above  and  beyond  the  call  of  duty.  We  ended  up  hii 
ing  1.600  Jacksonville  peo])le  to  staff  our  o]jeration." 

Florida  maintains  the  kind  of  labor  force  bus 
ncsses  need  through  an  ai  ray  oi'  training  and  eduea 
tion  resouices  strategically  located  throughout  th 
state:  4(S  vocational-technical  schools,  28  commun 
ty  colleges,  and  nine  state-sujjported  universitie 
with  a  tenth  on  the  drawing  board.  U.S.  colleg 
presidents  consistently  rank  Florida's  Stat 
University  System  among  the  top  ten  academicall 
in  the  nation.  And  the  Florida  system  ranks  thir 
in  the  number  of  National  Merit  scholars  |)ursum 
undergraduate  degrees. 

Financial  firms  also  find  in  Floiida  the  superio 
communications  and  transportation  infrastructur 
necessary  to  conduct  business  ai'ound  the  corner  o 
across  the  globe.  The  state  boasts  one  of  the  mo 
so]jhisticated  fiber-o])tic  teleconimunications  net 
woiks  in  the  world.  And  22  full-service  airport 
move  jieople  and  products  quickly  and  convenient! 
to  busnicss  ca])ital  all  over  the  world.  Nationally 
Florida  ranks  third  in  number  of  airlin 
|)assengers  served. 

If  bottom-line  considerations  initiall 
attract  finance  firms  to  Florida,  the 
(|uality  of  life  I'etains  them.  Miles  c 
beafdies.  tempei'ate  weather  yea 
round,  and  an  abundance  of  family-or 
entcil  attractions  enable  businesses  t 
lure  and  keep  the  very  best  em])loyees.  Says  Jii 
Lavery.  vice  president  of  administi-ation 
i*i-udential  Insui'ance.  "Floi-ifla  provides  the  positiv 
business  climate  needed  foi-  financial  service  comp 
nics  like  ours  to  grow  and  change  to  meet  the  neec 
of  our  customers,  employees  and  our  community.' 

Discovei'  youi'  company's  potential  in  Floridf 
Call  (904)  488-5507.  ext.  972.  Or  write  on  your  coi 
porate  letterhead  to  the  Florida  I)e])aitment  c 
Commerce.  Division  of  Kconomic  Development,  Th 
Collins  Building.  Suite  BW4A,  Tallahassee.  Florid 
:!2:599-200(l. 


iTHE  Perfect  Business  Climate  from  Coast  to  Coast  to  Coas 
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$40,518 

Total  value  of  investment 
12/31/90 


Cost  of  investment 
October  5,  1982 


$10,000 

Initial  net 
asset  value 

$9,150 


Templeton  Foreign  Fund  received  the  1990  Lipper 
Certificate  of  Achievement*  as  the  best  perform- 
ing of  ALL  international  funds  for  the 
5  year  period  ended  12-31-90. 

For  over  30  years,  the  Templeton  organization 
has  built  a  reputation  as  a  leader  in  global 
investing.  Today,  with  over  600  people 
in  eight  nations,  this  tradition  of 
excellence  continues. 
This  chart  illustrates  the  growth  in 
value  of  an  historical  $10,000  invest- 
ment made  on  October  5,  1982. 
The  average  annual  total  return 
for  the  Fund  for  the  one  and 
five  year  periods  and  since 
inception  ending  September  30, 
1991  was  +6.3'M),  +16.9K),  and 
+18.7*M),  respectively.! 


$20,000 


Templeton 

I     A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 

24  Hours  1-800-325-9950  Ext.  375 

You  will  receive  a  prospectus  containing  more  complete  information,  including  all  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money.  'Performance  results  include  cfiange  in  sfiare  price,  reinvestment  of 
dividends  and  capital  gains,  and  the  effect  of  the  Fund's  ma.ximum  S.S'/o  sales  charge.  *Lipper  Analytical  Services, 
Inc.,  an  independent  mutual  fund  performance  monitor,  ranked  Foreign  Fund  #1  out  of  24  funds  for  the  5  year 
period  ended  12-31-90.  Lipper  rankings  do  not  include  the  effect  of  a  sales  charge.  Rankings  may  be  different  if  a 
sales  charge  were  taken  into  consideration.  The  investment  return  and  principal  value  of  an  investment  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  Past 
performance  is  no  guarantee  of  future  results. 

Templeton  Funds  Distributor,  Inc.,  P.O.  Box  33030,  St.  Petersburg,  FL  33733 


It  s  not 

every  day  an 

offer  like  this 

falls  into 
your  lap. 


Tlicn's  never  been  a  Ix'tter  time  to  buy  an 
IBM  Personal  System/2"  Ivaptop  10  SX/Pliats 
because  \  HM  bas  just  lowered  tbe  price  ol  tbe 
PS/2®  Laptop.  At  a  manufacturers  suggested 
retail  price  of  $3,^%f  it's  priced  to  move.  So 
now  its  <'very  bit  as  alfordable  as  it  is  portable. 

See  your  iSealer  about  the  first  PS/2  designed 
and  priced  —to  go/Flie  PS/2 "'  Laptop  features 
a  386'"SX/2(*         processor,  60MB  liard  disk 
and  up  to  ISM  B  BAM  for  true  desktop  perfor- 
mance. And  tlie  lull-size  keyboard  is  spaced  and 
arranged  tbe  same  way  as  a  desktop  PS/2's,  for 
maximum  comfort  and  familiarity. 

For  immediate  delivery  or  to  find 
out  more,  see  your  authorized        •  > 
IBM  dealer.  For  the  dealer  \    \  \J 

nearest  you,  call  I  800  395-3050. 
You  ll  love  (lie  way  tbe  PS/2  La|)to| 
fits  in  your  lap.  And  your  budget. 
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How're  you 
going  to  do  it? 

PS/2  it! 
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•Manufacturer's  sugg'"ited  retail  price  Dealer  prices  may  vary  IBM,  Personal  System/2  and  PS/2  are  registered  trademarks  of  International  Business  Macfiines  Corporation  386  is  a  trademark 
of  Intel  Corp.  CC31991  IBM  Corp 
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JR  A  BIG  FAT  CARROT, 

FILL  NORTH  KOREA  DROP  ITS  STICK? 


|he  U.  S.,  South  Korea,  and  Japan  have  reached  a  moment 
of  truth  in  their  effort  to  pry  Communist  North  Korea 
out  of  isolation  and  halt  its  drive  to  develop  nuclear 
pons.  If  their  gambit  works,  the  stage  could  be  set  for  a 
^e  of  aid,  trade,  and  investment  that  would  ease  tensions  in 
of  the  world's  most  volatile  regions.  Failure,  however, 
d  push  the  Korean  peninsula  toward  new  confrontation, 
ne  of  the  carrots  being  dangled  before  the  North's  Presi- 
Kim  Il-Sung  is  economic  help.  The  nonaggression  pact 
ed  Dec.  13  could  open  the  way.  To  show  Kim  what  goodies 
ould  get  if  he  behaves,  Presi- 
;  Roh  Tae  Woo  summoned  the 
ers  of  his  country's  10  largest 
ness  groups  and  told  them  to 
t  developing  trade  and  invest- 
t  plans  for  the  North.  The 
ernment,  he  added,  would 
fund  South  Korean  invest- 
ts.  A  decision  by  Japan  to 
1  diplomatic  relations  with 
ngyang,  meanwhile,  could 
to  big  aid  and  investment 
s.  For  its  part,  the  U.  S.  is 
aling  that  it  has  already  re- 
ed its  nuclear  weapons  from 
South  and  will  allow  the 
th  to  inspect  key  air  bases. 


HANDS  ACROSS  THE  DMZ:  THE  PRIME  MINISTERS  MEET 


:his  will  be  on  President  Bush's  agenda  when  he  arrives  in 
il  on  Jan.  5. 

ION  CUT.  But  before  such  dreams  come  true,  Kim  must 
>e  to  start  dismantling  his  nuclear  weapon  programs  and 
nit  international  inspections.  The  South  Koreans  will  press 
North  on  these  points  in  intensive  talks  in  the  coming 
ks.  "We're  in  a  terribly  critical  period  now,"  says  Tony 
ikung,  senior  adviser  to  New  York  law  firm  Shearman  & 
ling.  "I  hope  the  North  is  smart  and  takes  advantage  of 
window"  of  opportunity,  adds  Namkung,  who  has  at- 
pted  to  promote  North-South  reconciliation. 


The  North  badly  needs  economic  help.  Life  there  is  turning 
markedly  harsher.  The  monthly  rice  ration  has  been  cut  to  26 
days'  worth,  and  the  average  person  gets  only  11  pounds  of 
meat  a  year.  To  make  matters  worse,  the  North's  major  trade 
partners,  Russia  and  China,  are  squeezing  Kim  for  hard  cur- 
rency to  pay  for  imports. 

But  the  road  leading  to  political  reconciliation  and,  eventual- 
ly, reunification,  will  be  treacherous.  Kim  knows  that  his  isola- 
tionist regime  risks  losing  control  if  the  North  is  flooded  with 
consumer  goods  and  capitalist  job  opportunities.  His  nuclear 

program  is  a  powerful  card  in  his 
dealings  with  the  outside  world, 
and  he  won't  easily  give  it  up. 
POWERHOUSE?  Roh's  challenge  is 
to  create  an  economic  climate  that 
persuades  Kim  to  gradually  relin- 
quish his  nuclear  ambitions.  Right 
now,  the  two  sides  are  feeling 
each  other  out  on  what  industries 
might  be  open  for  South  Korean 
investment.  Hyundai  wants  to  de- 
velop a  resort,  Daewoo  sees  good 
prospects  for  making  apparel  and 
auto  parts,  and  Goldstar  and 
Samsung  are  eyeing  production 
of  audio  and  video  products. 
Trade  between  North  and  South 
is  already  picking  up,  reaching  $150  million  this  year. 

Some  South  Koreans  are  optimistic.  Chung  Ju  Yung,  boss  of 
Hyundai  Group,  predicts  that  the  combination  of  the  South's 
knowhow  and  the  North's  cheap  labor  could  create  an  econom- 
ic powerhouse.  But  first  the  nuclear  threat  will  have  to  be 
defanged — peacefully.  Roh  wants  an  accord  on  denucleariza- 
tion before  February's  prime  ministerial  talks,  and  he  has  even 
proposed  a  first-ever  summit  with  Kim.  Whether  Kim  gives 
enough  to  keep  the  game  going  probably  depends  on  how 
desperate  economic  conditions  in  the  North  become. 

By  Laxmi  Nakarmi  in  Seoul  and  Robert  Neff  in  Tokyo 


)BAl  WRAPUPI 


ANCE 


ust  days  after  her  calls  for  a  Euro- 
pean industrial  policy  were  rejected 
the  Maastricht  Summit,  Prime  Min- 
2r  Edith  Cresson  is  embarking  on  a 
ind  design  for  a  "Fortress  France." 
e  is  taking  rapid  steps  to  find  new 
>h  to  pump  into  France's  state- 
ned  high-tech  sector,  a  money-loser, 
her  first  move,  on  Dec.  18,  she  an- 
iinced  that  she  would  shift  both  gi- 
t  Thomson's  consumer  electronics  di- 
ion,  which  lost  $490  million  last  year, 
d  its  debt-heavy  chipmaker,  SGS- 
omson  Microelectronics  Inc.,  to  the 
lustrial  arm  of  the  French  Atomic 
ergy  Commission  (CEA),  which  har- 


bors $3.8  billion  in  liquid  assets.  Indus- 
try sources  think  she  also  wants  to 
assign  sputtering  computermaker 
Groupe  Bull  to  France  Telecom,  a  vir- 
tual cash  machine.  A  similar  shuffling 
of  the  French  aeronautics  industry 
may  also  be  in  the  offing. 

Proponents  of  Cresson's  strategy,  in- 
cluding Industry  Minister  Dominique 
Strauss-Khan,  proclaim  that  it  makes 
sense  because  it  would  achieve  impor- 
tant synergies.  For  instance,  they  con- 
tend that  the  diverse  holdings  of  the 
new  Thomson-CEA-Industries,  which 
will  have  $16  billion  in  combined  reve- 
nues, will  buffer  each  other's  ups  and 
downs  on  the  model  of  German  power- 
house  Siemens.   But   the   real  goal 


seems  to  be  to  get  the  Thomson  and 
Bull  units  the  $4  billion  they  will  need 
to  develop  high-definition  TVs  and  new 
semiconductors  and  computers  in  the 
coming  years  while  skirting  European 
Community  rules  about  direct  govern- 
ment subsidies. 

Cresson's  critics  doubt  that  the  state 
has  the  business  acumen  to  decide 
what  technologies  to  back,  and  they 
point  out  that  executives  at  CEA  and 
France  Telecom,  which  both  operate  in 
protected  markets,  have  no  experience 
running  such  cutthroat  businesses  as 
computers  and  consumer  electronics. 
They  worry  that  the  "solid  ship"  Cres- 
son says  she  is  building  to  weather 
Europe  1992  could  sink  like  the  Titanic. 


ATIONAI  OUTLOOK 
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What  happens  when  you  consistently 
deliver  products  with  superior  technology? 


Customer  satisfaction! 


Build  better  software  and  customers  will 
beat  a  path  to  your  door.  That,  in  a  nutshell, 
has  been  the  history  of  Borland  software.  In 
separate  surveys,  J.D.  Power  and  Associates 
ranked  Borland  "Best  Apphcation  Software 
in  Customer  Satisfaction,"  in  both  Large 
Businesses'  and  Small  to  Medium-sized 
Businesses.* 

Borland  puts  you 
in  front  of  technology 

Borland's  leadership  in  ol)ject-oriented 
technology  benefits  you  directly.  Objects 
allow  Borland  to  streamline  development, 
giving  you  reliable,  extendable  .software  in 
remarkable  time.  Products  like  Quattro*  Pro, 
Paradox,'"'  ObjectVision,'"  Turbo  Pascal*  and 
Borland*'  C++  shatter  the  behef  that  power- 


ful software  can't  be  easy  to  use.  Borland 
products  work  seamlessly  together,  giving 
you  faster  access  to  more  types  of  data  and 
easier,  more  comprehensive  ways  to  manipu- 
late and  present  it.  The  results?  Beduced 
learning  curve,  more  informed  decision 
making,  faster  and  better  work  completion 
. . .  customer  satisfaction! 

And  now  with  the  addition  of  dBASE"* 
and  InterBase'"  to  Borland's  product  familv, 
we  deli\'er  a  complete,  scalable  database 
management  architecture  suited  to  your 
company  s  growing  needs. 

PARADOX 


Borland:  Your  software 
company  for  the  '90s 

Borland  products  are  designed  to  be 
the  best  from  the  start.  A  fact  confirmed  by 
Borland's  long-standing  record  of  winning 
major  industry  awards  for  technical  excel- 
lence. Maybe  that's  why  Borland  continues 
to  be  the  #1  choice  of  users  around  the 
world.  And  that's  what  satisfaction  is  all 
about.  For  more  information  about  Borland 
or  any  of  our  products . .  . 

Call  1-800-331-0877,  Dept.  5051 


BORLAND 

Software  Craftsmanship 


■  1991  J  D.  Power  and  Associates®  Computer  End  User  Satisfaction  Study  Phase  I  Office-based  Small  to  Medium-sized  Businesses  Responses  from  Business  End  Users  at  1 ,784  business  sites  Small  to 
mediiim-sized  businesses  were  based  on  office  sites  with  between  1  and  499  employees  '1991  J  D  Power  and  Associates®  Computer  End  User  Satisfaction  Study  Phase  III  Office-based  Large  Businesses. 
He-Joonses  from  Business  End  Users  at  1 .094  business  sites  Large  businesses  were  based  on  office  sites  with  600  or  more  employees  J  D  Power  and  Associates  is  a  service  mark  of  J  0  Power  and  Associates. 
Copyright  ©  1991  Borland  International,  Inc.  All  rights  reserved.  All  Borland  products  are  trademarks  of  Borland  International,  Inc.  Bl  1464 
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THE  INVESTMENT 
SPECTRUM 

Mutual  funds:  Tough  act 
to  follow.  Bonds:  The 
big  gains  are  past.  Junk: 
'91  was  a  banner  year, 
but. . .  Also,  the  lowdown 
on  nnunis,  futures,  hedges, 
real  estate 


199rS  BEST 
AND  WORST 

Brokerage  stocks  cake- 
walked  down  Wall 
Street;  oil  stocks  tanked. 
OJ  was  juicy;  Argentina 
sizzled.  For  nnore,  see 
our  annual  list  of  win- 
ners and  sinners 


THE  INVESTMENT 
SCOREBOARD 

in  these  dicey  times,  the 
financial  intelligence 
that  BUSINESS  WEEK  has 
gathered  on  900  pub- 
licly traded  companies  is 
more  indispensable 
than  ever 
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DON'T  LET  THE 
ECONOMY  SCARE  YOU 


DESPITE  A  LACKLUSTER  RECOVERY,  OPPORTUNITIES  ABOUND 


e  careful  of  what  you  wish  for, 
the  old  saying  goes,  your  wishes 
just  might  be  granted.  Any  inves- 
tor who  has  ever  wished  for  low  interest 
rates  and  low  inflation — a  potent  pre- 
scription for  success  in  the  financial 
markets — now  has  them.  The  stock  mar- 
ket rallied,  the  bond  market  boomed,  and 
returns  on  mutual  funds — the  Every- 
man's investment — dazzled  during  1991. 
So  why  are  investors  so  subdued? 

They  got  investment  success,  all  right, 
but  it  came  during  a  recession  that 
seems  to  have  hung  on  for  far  too  long. 
Consumer  spending  is  still  slack,  new 
layoffs — white-collar  layoffs  at  that — 
are  announced  almost  daily,  and  despite 
the  easy  money  policy  at  the 
Federal  Reserve,  the  econo- 
my doesn't  seem  to  have 
much  spark. 

Still,  while  bringing  pain, 
the  recession  doesn't  look  so 
bad  by  some  measures,  notes 
James  B.  Stack,  who  ana- 
lyzes the  economy  and  the 
financial  markets  for  the  /«- 
pcstTech  Market  Analyst  in 
Whitefish,  Mont.,  far  from 
the  madding  crowd. 

"Don't  wallow  in  the  bad- 
news  headlines,"  says  Stack. 
"Look  at  things  objectively." 
Oil  is  selling  below  $20  a  barrel.  Infla- 
tion, as  measured  by  the  consumer  price 
index,  is  the  lowest  of  any  recession 
since  1970.  Unemployment  is  lower  than 
in  two  of  the  last  three  recessions  (ta- 
ble). The  prime  rate,  the  benchmark 
lending  rate  for  many  borrowers,  is 
where  it  was  at  the  end  of  the  1970 
recession,  and  the  drop  in  short-term  in- 
terest rates  should  force  it  down  soon. 
MILDER  REBOUND.  All  told,  those  factors 
sliould  provide  a  pretty  good  foundation 
upon  which  to  build  an  economic  recov- 
ery— and  generate  further  investment 
gain:-:.  And  BUSINESS  WEEK'S  1992  Invest- 
ment U'ltlook  can  help  you  find  profit- 
able opportunities. 

Investois  will  need  patience  in  1992. 


Economic  growth  will  be  sluggish  until 
midyear,  a  survey  of  economists  finds, 
and  the  rebound  expected  for  the  second 
half  will  be  less  than  what's  typical  for 
postwar  recoveries  (page  62).  The  politi- 
cians are  posturing  to  make  it  look  as  if 
they're  trying  to  help  the  economy.  Most 
likely,  they'll  pass  some  tax  breaks,  but 
not  enough  to  put  the  economy  in  high 
gear  (page  66). 

The  stock  market  can  still  expect 
gains,  but  they,  too,  will  be  more  modest 
than  those  in  1991  (page  70).  The  biggest 
returns  should  come  from  the  stocks  of 
small  companies,  many  of  which  have 
been  barely  touched  by  the  recession 
(page  72).  The  new-issue  market,  the 


A  PAINfUL  RECESSION, 
BUT  OTHERS  HAVE  BEEN  WORSE 


RECESSION 

UNEMPLOYMENT 
RATE* 

1970 

6.1°^ 

1974 

9.0°^ 

1980 

7.8°^^ 

1982 

10.7% 

TODAY 

6.8% 

PRIME 
RATE" 

7.5°^ 

8.5^° 

1 1 .5°^ 

1 2.0% 

7.5% 

CONSUMER 
PRICE  INDEX" 

OAIA.  INVESTECH 

5.4°^^ 

9.7% 

■HIGHEST  LEVEL 

12.2% 

REACHED 

4.1% 

■•RATEAI 

2.9% 

END  OF  RECESSION 

source  of  many  of  those  highfliers,  is  on 
a  tear  (page  76).  And  equity  mutual 
funds,  which  outpaced  the  big  averages, 
should  stay  on  a  roll  (page  132). 

If  you  prefer  to  invest  in  stocks  direct- 
ly, check  in  with  some  of  the  pros  and 
their  model  portfolios  (page  130).  If  you 
would  rather  do  your  own  research, 
there's  a  trove  of  data  in  the  Investment 
Outlook  Scoreboard  on  900  companies 
(page  173).  Once  you  have  a  portfolio 
that  suits  your  needs,  we  tell  you  some 
new  ways  to  hedge  it  (page  148).  Don't 
forget  about  foreign  stocks.  Interest 
rates  are  starting  to  come  down  abroad, 
and  that  opens  up  an  opportunity  for 
stocks.  Many  European  stocks  look  com- 
pelling as  Britain  and  nations  of  the 


Continent  unite  into  the  world's  larges; 
trading  bloc  (page  124).  On  the  otlic 
side  of  the  globe,  the  woes  of  Japan', 
stock  market  stand  in  sharp  contrast  t( 
the  opportunities  in  surrounding  conn 
tries  (page  126).  Some  of  the  most  tania 
lizing  markets  are  south  of  our  horde 
(page  128).  In  fact,  one  of  199rs  win 
ners,  the  best-performing  foreign  stocl 
market,  was  Argentina's  (page  162). 
TREAD  CAREFULLY.  Most  bond  investor 
can  also  look  forward  to  a  good  year 
with  inflation  and  inter-est  rates  in  checl 
(page  136).  Municipal  bonds  should  rtj 
main  popular  as  folks  try  to  duck  higln' 
state  and  local  income  taxes,  but  cautio^ 
is  in  order.  Many  issuers'  finances  are  i: 
shai"nbles  (page  144).  Don' 
count  on  any  big  returni 
from  junk   bonds,  whic 
soared  in  1991  (page  140', 
That  was  largely  a  reboumt* 
fr-om  two  disasti'ous  year-s.  \i 
The  investment  world  ii; 
mor-e  than  just  stocks  an^l 
bonds.  How  about  commocii 
ities?  You  can  cut  down  o; 
the  risk  by  investing  throug 
a  managed  commodity  fun: 
(page  146).  Real  estate,  mor 
familiar  ground,  is  still  slow 
but  low  interest  rates  havf 
put  some  life  back  in  the  res|il 
idential  market  (page  152).  The  lack  o| 
inflation  means  another  poor  year  f( 
precious  metals  (page  156).  The  art  ma: 
ket  remains  quiet,  too,  but  that's  jui 
fine  for  picking  up  Old  Masters  and  a: 
tiquities  at  reasonable  prices  (page  1601 
If  your  taste — or  wallet — favors  pop  cuj 
tur-e,  such  collectibles  as  toys,  movi 
posters,  and  sports  memorabilia  froi 
the  '60s  and  '70s  are  hot  and  more  a: 
fordable,  too  (page  157). 

Historically,  a  strong  stock  markt 
and  the  decline  of  interest  rates  are  ha: 
bingers  of  a  stronger  economy.  Th 
great  hope  for  1992  is  that  despite  th 
gloom  and  despair,  history  will  repej 
itself. 

By  Jeffrey  M.  Ladermnn  in  New  Yoi 
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ILLUSTRATIONS    BY    MICK  WIGGINS 
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F  THE 

^SSJk      business  forecast 


THE  PAIN  FROM  THE  EIGHTIES 
ISN'T  OYER  YET 


EVEN  WHEN  AN  UPTURN  ARRIVES,  STRUCTURAL  PROBLEMS  WILL  REMAIN 


The  penance  for  the 
sins  of  the  1980s 
continues.  The  gra- 
vest transgression:  a 
debt  burden  lifted  to  its 
highest  level  in  a  half- 
century.  Already,  the 
cost  of  deleveraging  in- 
cludes an  aborted  recov- 
ery in  1991,  and  it  will 
weigh  heavily  on  the 
outlook  for  i992.  The 
bottom  line:  The  U.S. 
economy  faces  yet  an- 
other tough  year. 

The  economy  will  be- 
gin 1992  either  dead  in 
the  water  or  in  a  second 
leg  of  decline,  according 
to  BU.SINESS  week's  na- 
tional panel  of  50  fore- 
casters (table).  A  lasting 
upturn  will  begin  by 
spring,  they  say,  but 
structural  problems  born 
of  the  1980s'  excesses 
will  hurt  the  recovery. 

On  average,  the  econo- 
mists expect  real  gross 
domestic  product  to 
grow  a  subpar  2.2''^  during  1992,  includ- 
ing a  second-half  pace  of  only  about  37c 
(table).  Tepid  growth  will  keep  inflation 
in  check,  with  a  forecast  of  only  3.37 ,  as 
measured  by  the  consumer  price  index. 
The  prime  and  unemployment  rates  will 
end  1992  about  where  they  finished  in 
1991,  but  interest  rates  will  fall  in  the 
first  half,  while  joblessness  will  rise. 
RECORD  DEBT.  "We've  been  in  a  period  of 
stagnation  since  1988  that  is  structural, 
not  cyclical,"  .says  Laurence  H.  Meyer, 
president  of  the  St.  Louis-based  consult- 
ing firm  that  bears  his  name.  Indeed, 
real  GDP  has  not  grown  faster  than  1.97 
in  any  quarter  since  early  1989.  Long- 
term  problems — including  record  con- 
sumer indebtedness,  a  burgeoning  feder- 
al deficit,  the  squeeze  on  state  and  local 
governments,  overbuilding  in  commer- 
cial and  multifamily  construction,  an  un- 
dei''^:apitalized  banking  system,  and  diffi- 
culties in  securing  credit — will  continue 
to  bear  down  on  the  economy  in  1992. 

One  ii!  three  fore':'asters  expects  real 
CDP  to  decline  in  bot!i  the  fourth  quarter 


new  plant  and  equ 
ment  until  demand  ris 

But  getting  the 
market  back  on  trim 
will  not  be  easy.  "Ma  mmi^ 
of  the  job  losses 


Pr  mi 


of  1991  and  the  first  quarter  of  1992. 
Nearly  all  the  rest  see  no  solid  gains 
until  spring.  "There's  no  engine  of 
growth,"  says  Donald  Ratajczak  of 
Georgia  State  University.  Almost  all 
agree  that  consumers  are  out  of  the  pic- 
ture until  a  better  job  market  revives 
income  growth  and  confidence.  And 
businesses  aren't  about  to  expand  their 
payrolls,  inventories,  or  investment  in 


THE  FORECAST:  STAGNATION, 
THEN  A  MODEST  RECOVERY 


FIRST-YEAR  AVERAGE  OF  PAST  SEVEN  RECOVERIES 


PROJtatD 
GROWTH  IN 
REAL  GROSS 
DOMESTIC 
PRODUCT 
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▲  PERCENT  CHANGE  FROM  PREVIOUS  QUARTER, 
ANNUAL  RATE 

DATA:  COMMERCE  DEPT.,  BW 
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above  middle-income 
els,"  says  Lacy  H.  Hi 
of  Hongkong 
Group.  "And  they 
permanent,  not  cy 
But  even  the  pessimi 
concede  that  layoffs 
subside  next  year, 
improvement  in  in 
will  lift  real  incomes 
LEAD  WEIGHT.  In  ea 
1992,  however,  Cor] 
rate  America  will  still 
under  pressure  to 
costs  and  shore  up 
ging  bottom  lines.  "Pr 
its  will  continue  to 
weak,"  says  Paul 
Boltz  of  T."  Rowe 
Associates  Lie, 
they  will  look  be 
than  1991  because  t 
are  coming  off  such 
low  base."  Although 
structurings  have  slowed  the  pace  of 
bor  costs,  profit  margins  remain 
problem.  They  have  not  improved 
cause  falling  inflation  amid  weak 
mand  robs  companies  of  pricing  pow( 
The  economy's  structural  problei 
are  like  a  lead  weight  on  demand 
most  forecasters  believe  Washi 
policy  will  help  lighten  the  load 
Federal  Reserve  has  already  cut  the  fi 
eral  funds  rate  14  times  since  July,  191 
from  8'/47  to  4V27.  And  a  growing  nu 
ber  of  analysts  believe  that  money-: 
ket  rates  will  fall  below  47  before  it's 
over.  "The  Fed  has  not  reduced  inter 
rates  as  much  as  in  past  recessions,  a 
real  rates  remain  high,"  says  Ro 
Brusca  of  Nikko  Securities  Co. 

Lower  rates  are  imperative  to  the  c 
leveraging  process,  as  businesses 
consumers  lighten  their  debt  burde, 
and  improve  their  cash  flow.  "We  ha 
to  reliquefy,  which  means  more  redi 
tions  in  interest  rates,"  says  Joseph 
son  of  Chemical  Bank.  Business 
swapped  debt  for  equity  at  the  fastt 
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THE  ECONOMIC  FRAME\A 


WHAT  ECONOMISTS  ARE  PREDICTING  FOR  1992 


Percent  change  in  reol  gross  domestic  product       Real     Consumer       Prime  Unemployment 


1991 
IV 

1 

1992 
II 

III 

IV 

GDP  prices 
Percent  change 
IVQ'91-IVQ'92 

rate 
1992 
IV  Q 

rate 
1992 
IV  Q 

LIO  MARTINI  Sanford  C.  Bernstein 

0.8% 

1.5% 

4.2% 

4.8% 

5.5% 

4.0% 

4.6% 

8.5% 

6. 1  % 

IRLES  C.  RENFRO  Alphometrics 

0.9 

2.6 

3.1 

4.3 

5.4 

3.9 

4.7 

8.5 

6.7 

C.  fAIR  Fairmodel,  Macro  Inc. 

1.9 

3.1 

3.4 

3.5 

3.4 

3.4 

3.4 

8.6 

6.1 

ER  L.  BERNSTEIN  Peter  L.  Bernstein 

1.0 

2.1 

3  2 

3.6 

3.8 

3.2 

3.5 

7.5 

6.3 

iERT  BRUSCA  Nil<ko  Securities 

-1.4 

-1.6 

5.0 

5.5 

4.0 

3.2 

2.3 

7.5 

6.5 

RY  L  JORDAN  First  Interstate 

1.5 

2.7 

3.5 

3.3 

3.2 

3.2 

O .  J 

8.0 

6.3 

fRENCE  A.  KUDLOW  Bear  Stearns 

0.7 

3.3 

3.2 

3.1 

3.1 

9  0 

7.0 

6.5 

L  H.  HYMANS  RSQE,  University  of  Michigan 

0.5 

2.2 

3.1 

3.9 

3.2 

3.1 

3.4 

7.8 

6.5 

tT  E.  KARL  The  WEFA  Group 

1.8 

1.2 

3.0 

4.2 

4.0 

3.1 

2.7 

7.5 

7.1 

HARD  A.  STUCKEY  Du  Pont 

-0.6 

-0.1 

3.8 

4.4 

4.4 

3.1 

3.8 

7.5 

6.6 

RK  J.  BILS  University  of  Chicago 

2.0 

3.0 

3.6 

4.0 

3.8 

7  9 

8.0 

6.2 

lALDP.  HILTY  Chrysler 

0.3 

2.6 

3.0 

3.0 

3.6 

3.0 

"?  7 
o.  1 

7.9 

6.6 

HAEL  R.  PASLAWSKYJ  The  CIT  Group 

0.6 

1.2 

3.3 

3.9 

3.5 

3.0 

2.9 

7.0 

6.6 

RRIS  COHEN  Morris  Cohen  &  Associates 

1.2 

1.8 

2.8 

3.2 

3.6 

2.9 

3.5 

8.0 

6.6 

;ERBRINNER  DRI/McGraw-Hill 

0.6 

-0.2 

2.9 

4.2 

4.2 

2.8 

3.7 

7.8 

6.5 

>ALIND  WELLS  NPD  Group 

0.6 

1.6 

2.5 

3.2 

3.9 

2.8 

3.4 

8.0 

6.6 

NETH  T.  MAYLANP  Society  Notional  Bank 

0.5 

0.3 

2.0 

4.5 

4.0 

2.7 

7 

7.5 

6.6 

RENCE  H.  MEYER  Laurence  H.  Meyer  &  Associates 

0.0 

1.1 

2.5 

3.8 

3.6 

2.7 

3.0 

7.5 

6.8 

ON  BEHDERLY  Benderly  Economic  Associates 

1.2 

2.0 

3.0 

3.0 

2.5 

2.6 

3.3 

6.5 

6.5 

ID  HALE  Kemper  Financial  Services 

-0.5 

0.0 

2.8 

3.6 

4.0 

2.6 

3.6 

7.5 

6.8 

riD  M.  BLITZER  Standard  &  Poor  s 

0.8 

1.9 

3.5 

3.8 

3.2 

Z.J 

7 

8.0 

6.5 

ILW.  BOLTZ  T.  Rowe  Price 

1.0 

1.0 

2.5 

3.0 

3.1 

1  ft 

O  .O 

8.0 

6.3 

lY  L.  CIMINERO  Fleet  Norstar  Financial  Group 

-0.3 

0.9 

2.9 

3.1 

3.3 

2.5 

2.9 

7.2 

6.8 

KATHRYN  EICKHOFF  Eickhoff  Economics 

-0.1 

1.7 

2.4 

2.8 

2.9 

2.5 

3.6 

6.8 

7.0 

PHEN  R.  GOODWIN  Cartwright  &  Goodwin 

0.5 

1.5 

2.0 

3.5 

3.0 

2.5 

3.3 

6.0 

7.5 

URY  N.  HARRIS  PaineWebber 

-0.5 

1.5 

3.0 

3.0 

2.5 

2.5 

O .  J 

7.0 

6.7 

WARD  L.  KEEN  Conrail 

0.2 

0.7 

2.1 

3.9 

3.2 

A.J 

9  0 

L  .7 

7.4 

7.0 

tNARD  M.  MARKSTEIN  Meridian  Bancorp 

0.4 

2.3 

1.5 

2.5 

3.6 

2.5 

2.5 

7.1 

6.5 

ART  G.  HOFFMAH  PNC  Financial  Corp. 

0.0 

0.7 

2.7 

3.1 

2.9 

2.4 

3.6 

7.2 

6.6 

EPH  W.  DUNCAN  Dun  &  Bradstreet 

0.8 

-0.8 

2.6 

3.4 

3.7 

2.2 

3.2 

7.8 

6.5 

IRLES  B.  REEDER  ChoHes  Reeder  Associates 

2.6 

0.6 

1.3 

3.2 

3.6 

7  7 

A.  Z 

7 

7.3 

6.8 

L  FOSLER  Conference  Board 

0.4 

1.1 

1.6 

2.5 

3.2 

7  1 

Z.  1 

7.0 

6.6 

.LIAM  W.  HELMAN  Smith  Barney 

0.0 

0.0 

2.4 

3.0 

3.0 

2.1 

3.3 

7.0 

6.7 

.KEY  D.  LEVY  CRT  Government  Securities 

0.0 

0.7 

1.8 

2.5 

2.8 

2.0 

3.5 

7.5 

6.6 

IIALD  H.  STRASZHEIM  Merrill  Lynch 

-1.0 

-1.0 

2.4 

3.4 

3  1 

2.0 

3.5 

7.0 

6.7 

CZYSLAW  KARCZMAR  Deutsche  Bonk  AG 

-1.0 

-0.5 

1.0 

3.8 

3.1 

1  0 

1.7 

4 .  D 

7.2 

6.5 

HALD  RATAJCZAK  Georgio  State  University 

0.3 

-0.5 

1.1 

2.7 

3.2 

1  s 
1  .o 

o  .4 

7.8 

6.9 

iDi  CATTO  Texas  Instruments 

0.0 

1.3 

1.5 

2.0 

2.0 

1.7 

3.2 

7.5 

6.5 

riD  G.  HEHSLEY  Univ.  of  Calif,  at  Los  Angeles 

-0.2 

-1.0 

1.4 

3.1 

3.4 

1.7 

2.7 

7.0 

7.5 

IL  J.  PALASH  McCarthy,  Crisanti,  Moffei 

-1.0 

-1.0 

2.0 

3.5 

2.0 

1.6 

2.8 

6.8 

7.0 

BERT  H.  CHANDROSS  Lloyds  Bank 

-0.2 

-1.0 

2.1 

2.6 

2.5 

1  c 

9  9 

6.8 

7.0 

BERTT.  McGEE  Tokai  Bank 

0.0 

0.0 

1.0 

2.0 

2.0 

1  9 

9 

6.0 

6.8 

IRLES  LIEBERMAN  Manufacturers  Hanover  Securities 

-0.8 

-1.3 

-0.5 

2.4 

3.3 

1.0 

2.9 

7.5 

7.5 

IHAEL  EVANS  Evans  Econometrics 

-2.0 

-1,1 

-0.6 

2.0 

2.5 

0.7 

3.9 

7.0 

7.5 

YARD  YARDENI  C.  J  Lawrence 

-1.5 

-1.0 

0.0 

2.0 

2.0 

0.7 

3.0 

7.0 

6.7 

EPH  CARSON  Chemical  Bank 

-0.8 

-1.2 

0.0 

1.6 

2.2 

0.6 

3.3 

6.5 

7.3 

Y  H.  HUNT  Hongkong  Bonk  Group 

-1.2 

-1.3 

0.0 

1.8 

1.3 

0.5 

3.0 

6.5 

7.3 

LIP  BRAVERMAN  DKB  Securities 

-1.0 

-1.0 

-1.0 

1.5 

1.5 

0.0 

2.5 

6.5 

7.2 

5ARY  SHILLING  A.  Gary  Shilling  S,  Co. 

0  5 

-3.0 

-4.0 

-2.0 

4.0 

-1.1 

1.8 

6  0 

10.0 

BERT  H.  PARKS  Robert  H.  Parks  &  Associates 

-2.0 

-4.0 

-2.0 

0.0 

0.0 

-1.5 

2.0 

5.0 

8.5 

ISENSUS 

0.2% 

0.5% 

2.0% 

3.1% 

3.2% 

2.2% 

3.3% 

7.3% 

6.8% 
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rate  in  eight  years  in  1991,  and  consum- 
ers paid  down  lOUs  at  a  record  clip.  Rich- 
ard A.  Stuckey  of  Du  Pont  estimates 
that  mortgage  refinancing  alone  will  add 
$50  billion,  at  an  annual  rate,  to  consum- 
er spending  by  the  second  quarter. 
BANK  SINS.  If  any  industry  must  atone 
for  its  past  sins,  forecasters  point  to  fi- 
nancial services,  especially  banks.  Bad 
loans,  especially  to  real  estate  specula- 
tors and  Third  World  countries,  have  left 
banks  severely  undercapitalized,  which 
is  particularly  troubling  in  the  face  of 
inci'eased  oversight  by  regulators.  As  a 
result,  banks  have  cut  back  on  their 
lending.  However,  this  so-called  credit 
crunch  is  finally  easing,  some  econo- 
mists say.  Banks'  cost  of  funds  has  fall- 
en sharply,  helping  to  boost  operating 
profits,  and  most  of  the  big  write-offs 
have  already  been  taken. 

In  addition  to  lower  rates,  economists 
expect  an  election-year  package  of  fis- 
cal stimulus,  although  it  will  not  kick 
in  until  the  second  half,  and  some  of 
the  thrust  will  be  blunted  bv  the  fiscal 


drag  from  state  and  local  governments. 

The  t\"pe  of  stimulus  will  be  impor- 
tant. "No  quick-fix  fiscal  policy  will  cor- 
rect the  long-term  imbalances  in  this 
economy,"  says  Howard  L.  Keen  of  Con- 
solidated Rail  Corp.  The  bond  market  is 
worried  that  a  costlv  tax  cut  will  enlarge 


MANY  JOB  LOSSES  ARE 
ABOVE  MIDDLE-INCOME 
LEVEL— AND  THEY'RE 
NOT  COMING  BACK 


an  already  bloated  deficit  and  fuel  infla- 
tion. As  Georgia  State's  Ratajczak  puts 
it:  "Anything  that  buys  votes  is  bad  for 
the  economy."  An  ill-conceived  fiscal 
package  could  keep  long-term  interest 
rates  high  and  work  against  recovery. 
Lower  long-term  interest  rates  are 


crucial  to  the  expected  improvemen 
housing  and  capital  spending,  w 
should  also  get  a  lift  from  the  expei 
revival  of  the  investment  tax  credit, 
even  lower  rates  cannot  help  commei 
construction.  "The  most  serious  draj 
this  economy  is  the  oversupply  of  oi 
and  industrial  buildings,"  says  Sau 
Hymans  of  the  University  of  Michig 

In  such  a  subdued  climate,  infla 
will  be  the  best  part  of  the  outlook 
1992.  "Traditionally,  inflation  has  cor 
ued  to  decline  12  to  18  months  int 
recovery,"  says  Michael  R.  Paslaw 
of  CIT  Group  Inc.  Also,  low  inflation  mti 
by-product  of  deleveraging,  as  many  ii; 
set  prices  adjust  downward  from  t 
overvalued  levels  of  the  1980s. 

Life  without  debt  is  the  new  realit 
the  1990s.  The  forecasters  believe 
the  economy  is  returning  to  the  sti-a 
and  narrow  of  financial  responsibi 
But  as  was  learned  in  1991,  the  jour 
will  be  neither  quick  nor  painless. 

By  Ja?nes  C.  Cooper  mid  Kath 
Madigan  in  New  York 


THESE  BEARS  ARE  SHEDDING  SOME  OF  THEIR  BEARSKIN 


Last  June,  the  government 
released  a  flurry  of  upbeat 
April  and  May  data  that  led 
most  economists  to  believe  that 
recovery  was  at  hand.  But  not 
everyone  was  convinced.  Econo- 
mists such  as  Charles  Lieberman 
of  Manufacturers  Hanover  Secu- 
rities, Lacy  H.  Hunt  of  the  Hong- 
kong Bank  Group,  Robert  Brusca 
of  Nikko  Securities,  and  dkb  Se- 
curities" Philip  Braverman  stuck 
to  their  recession  guns.  That 
bearish  view — which  seemed  so 
out  in  left  field  in  the  summer — 
looks  right  on  target  today. 

Why  was  the  consensus  fore- 
cast of  recovery  so  off  base? 
"The  two  arguments  people 
made  for  i-ecovery,"  Lieberman 
notes,  "were  that  spending  would 
pick  up  because  of  the  surge  in 
consumer  confidence  [following 
the  Persian  Gulf  war]  and  that 
manufacturing  would  lead  the 
way  as  output  increased  and  de- 
mand rose."  The  problem,  he 
says,  was  that  the  postwar  spurt  in  pur- 
chases was  not  matched  by  gains  in  hir- 
ing and  income,  and  consumers  did  not 
have  enough  savings  to  keep  spending  at 
high  levels. 

Lieberman  also  argues  that  manufac- 
turing couldn't  lead  the  overall  economy 
into  recover}-  because  final  demand  was 
not  strong  enough  to  keep  output  grow- 


lift  demand.  And  the  Fed  did 
tie  to  end  the  credit  crunc 
which  prevented  small  business 
from  getting  loans,  say  the 
economists. 

Dismal  job  growth  was  anot^aart 
er  big  negative  in  1991.  A 


1 


mi 


ing.  He  points  out  that  the  backlog  of 
factory  orders,  excluding  transportation 
equipment,  has  been  flat  since  March — a 
sign  that  demand  was  never  on  an  up- 
ward track. 

The  bears  give  low  marks  to  the  Fed- 
eral Reserve.  Policy  moves  were  too  in- 
frequent and  too  timid  to  give  the  econo- 
my a  big  enough  interest-rate  shock  to 


though  the  worst  of  the  layof  A^i^ 

are  likely  behind  us.  Hunt  argu  Sftibi 

that  the  downsizing  of  some  coi  t»x 
panics  means  that  many  whi 
collar  jobs  are  gone  forever. 
SLUGGISH    UPTURN.  Lookir 

ahead,  these  economists  a 
shedding  their  bearskins,  most 
because  interest  rates  are  final 
low  enough  to  spur  activity 
credit-sensitive  areas  such 
housing.  Lieberman  expects  re 
gross  domestic  product  to  gro 
nearly  3'<  in  the  second  half.  Br 
verman  and  Hunt  also  expect 
second-half  upturn,  but  at 
much  more  sluggish  pace. 

Brusca   bullishly  forecas 
bursts  of  growth  in  excess  of  5 
in  the  middle  of  the  year.  Such 
pattern  is  typical  of  past  recoveries. 

If  Brusca's  projections  for  1992  are  ; 
correct  as  his  outlook  for  1991,  such 
strong  recovery  would  prove  the  conse 
sus  forecast  wrong  once  moi-e.  But 
fired-up  economy  surely  would  make 
lot  of  out-of-work  consumers  and  profi 
hungry  businesses  very  happy. 

By  Kathleen  Madiga 
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The  Alfa  Romeo  164.  A  car  so  good,  with  a  warranty  so  complete, 

it  even  covers  the  occasional  mental  breakdown. 


The  Alfa  Romeo  Assurance  Program  is  no  ordinary 
package  of  services.  Because  it  covers  everything 
from  oil  changes  to  windshield  wiper  blade  replace- 
ment for  three  years  or  36,000  miles.  But  it 
goes  further,  to  cover  things  like  the  cost 
-  -^       of  roadside  service  should  you 
forgetfully  run  out  of  gas.  Or  the 
installation  of  your  spare  if  you 
have  a  flat  tire  while  on  the  road. 
It's  just  another  reason  to  appre- 
ciate owning  a  164.  Even  under 
the  most  unfortunate  circum- 
stances. Call  1-800-245-ALFA  for 
the  dealer  nearest  you  for  details 
and  a  copy  of  this 
imited  warranty.* 

'  Emergency  roddside  service  and  trip  interruption 
assistance  provided  by  Cross  Country  Motor  Club, 
Inc.,  Boston,  MA  02155;  except  in  California, 
where  services  are  provided  by  Cross  Country 
Motor  Club  of  California,  Inc.,  Boston,  MA  02155. 
©1991  Alfa  Romeo  Dislribulors  of  Norlfi  America 


The  legendary  marque  of  high  performance. 


,S1SSS!SL      WASHINGTON  POLICY 


A  TAX  PLAN  TO  PLEASE 
EVERYONE— AND  NO  ONE 


WASHINGTON  WILL  LIKELY  AVOID  TOUGH  STEPS 


For  politicians,  these  are  the  worst 
of  times.  With  elections  just  10 
months  away,  the  economy  is  stag- 
nant, voters  are  angry,  and  all  the  easy 
answers  seem  to  have  evaporated.  Be- 
cause the  first  instinct  of  lawmakers  is 
to  "do  something,"  Congress  and  Presi- 
dent Bush  will  return  to  Washington  in 
late  Januaiy  with  much-ballyhooed  eco- 
nomic recovery  plans.  And  by  spring, 
they  will  likely  agree  on  some  sort  of 
antirecession  package.  But  the  plan — 
built  on  a  modest  collection  of  tax  cuts — 
will  have  a  lot  more  to  do  with  politics 
than  economics. 

That  is  not  surprising.  After  all,  it's 
far  from  clear  that  old-fashioned 
Keynesian  fiscal  stimulus,  even  if  prop- 
erly applied,  could  cure  what  ails  this 
economy.  The  normal  challenge  at  the 
bottom  of  a  business  cycle  is  to  put 
enough  money  in  consumers'  hands  that 
they  can  buy  up  excess  stocks  of  goods 
and  get  factories  humming.  But  this 
time  the  problem  is  too  much  debt — not 
too  much  inventor^'  of  consumer  goods. 


The  late  1980s  real  estate  crash  has 
wrecked  banks  and  thrifts,  ruined  the 
construction  industry,  and  left  home- 
owners shell-shocked.  Massive  corporate 
debt  and  restructuring  have  generated 
widespread  layoffs  and  deep  fears 
among  employees  who  have  been 
spared.  And  staggering  personal  debt 
has  families  cleaning  up  their  balance 
sheets. 

PARADOX.  Then  there's  a  budget  deficit 
headed  beyond  $350  billion.  The  tradi- 
tional response  to  recession  has  been  a 
fiscal  package  equal  to  at  least  0..5'f  of 
gross  national  product.  Today,  that's 
about  830  billion  a  year,  far  more  than 
lawmakers  are  prepared  to  consider. 

And  there's  a  policy  paradox:  Efforts 
to  spur  more  borrowing  and  consump- 
tion might  give  the  economy  a  jolt  in 
the  short  run  but  at  the  price  of  recreat- 
ing the  very  circumstances  that  caused 
the  recession,  such  as  a  burdensome 
pileup  of  new  debt.  On  the  other  hand, 
steps  to  encourage  more  savings — while 
clearly  beneficial  in  the  long  run — may 


THE  OUTLOOK  POR  TAX  PROPOSALS 


Proposals 


Chances 


CUT  TAXES  ON  CAPITAL  GAINS  Bush  will  insist  on  this  as 
part  of  a  broad  fiscal  stimulus  package.  Democrats  will  go 
along  if  Bush  agrees  to  raise  other  taxes  on  the  wealthy. 
There's  growing  interest  in  indexing  gains  for  inflation 

SROADEN  ACCESS  TO  IRAs  Strong  support  among  both  par- 
ties and  in  the  Administration  to  expand  individual  retirement 
accounts — e:;pensive,  but  voters  love  it 

GIVE  THE  mmil  CLASS  TAX  RELIEF  Bush  doesn  t  believe 
it  will  help  the  economy,  but  Democrats  argue  that  the  middle 
class  is  bearing  an  unfair  tax  burden 

RESTORE  THE  INVESTMENT  TAX  CREDIT  Congress  favor 
ite  recession  cure.  Critics  worr\-  it  would  subsidize  planned  in- 
vestment, not  encourage  new  investment 


Some  version  should 
pass 


A  good  bet 


Good,  purely  on  politi- 
cal appeal 


A  version  targeted  for 
investment  above  cer- 
tain levels  is  the  best  bet 


TAX  THE  RICH  The  Democrats  love  the  idea,  and  it's  a  way  to 
pay  for  tax  breaks.  Bush  may  trade  off  higher  taxes  on  the 
wealthiest  individuals  for  a  capital-gains  tax  cut 


Some  tax  increase  on 
the  highest  incomes  is  a 
done  deal 


GIVE  REAL  ESTATE  DEVELOPERS  A  BREAK  Lavvniakers 
might  let  developers,  once  among  their  biggest  campaign  con- 
tributors, write  off  real  estate  losses  against  other  income.  But 
tliis  move  could  come  under  fire  as  a  sop  to  special  interests 


A  long  shot 
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only  add  to  the  siiurl-terni  sluggislmes; 

Many  economists  argue  that  the  bes^' 
thing  Washington  can  do  is  nothing 
all,  since  they  worry  that  the  cure  migl 
be  worse  than  the  ailment.  Most  w 
counsel  action  want  to  address  the  lon^^iaooedE 
term  problems  of  savings  and  inv 
ment — and  not  provide  a  quick  fix.  Say 
John  B.  Taylor,  a  former  member 
President  Bush's  Council  of  Econom|t« 
Advisers:  "Whatever  we  do  has  to 
in  the  long  run." 

But  in  an  election  year,  neither  lon^tv  jj;  si 
term  thinking  nor  benign  neglect  is 
the  agenda.  The  Federal  Reserve, 
usual,  will  be  expected  to  do  the  heavle 
lifting,  although  it  may  not  have  muc  si- 
more  room  to  cut  rates.  In  January,  Coi  iv  uivfij 
gress  and  the  White  House  will 
right  in  with  dueling — and  largely 
bolic — economic-growth  plans. 

In  the  end,  their  struggle  will  repris 
a  familiar  debate.  Democrats  will 
mand  tax  "fairness,"  combining  cuts 
the  middle  class  with  higher  levies  ofccretarv 
the  wealthy.  Bush  will  resist  tax  hike  if  be 
for  the  rich  and  will  try  to  shift  th 
argument  to  the  need  for  investment 

By  spring,  once  the  rhetoric  is 
hausted.  Congress  and  the  White  Hous|$i:i.  }^ 
should  be  able  to  agree  on  a  mod' 
pastiche.  The  most  likely  outcome  is 
tax  cut  worth  about  $10  billion  to  $1 
billion  a  year  that  includes  reductions 
capital-gains  taxes,  generous  new  rule 
on  individual  retirement  accounts  (IR.- 
middle-income  tax  relief,  and  a  handfi 
of  business  tax  cuts.  And  despite  Bush' 
objections,  a  tax  hike  for  the  wealth 
will  likely  be  included.  Says  Conferenc 
Board  Chief  Economist  Gail  D.  Foslei 
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/eryone  has  to  be  able  to  declare  a 
tory." 

5ut  there  may  not  be  that  much  to 
er  about  when  the  process  is  com- 
te.  Many  of  the  plans,  such  as  newly 
hioned  iRAs,  are  more  likely  to  help 
y  in  the  long  term,  if  at  all.  And  even 
^15  billion,  the  package  will  be  far  too 
all  to  pack  any  punch  in  a  $5  trillion 
nomy.  Says  William  C.  Melton,  chief 
nomist  at  IDS  Financial  Services  Inc.: 
ley'll  have  a  proposal  so  they  can  say 
y  did  something,  but  design  it  so  it 
'sn't  do  anything  at  all."  One  possible 
ght  side  for  the  pols:  If  they're  lucky, 

tax  cuts  will  kick  in  at  just  about  the 
e  the  economy  begins  to  turn  around, 
'  midyear  1992.  Both  Bush  and  the 
mocrats  would  take  credit  for  a  recov- 

that  was  about  to  happen  anyway. 
.SE  CONFIDENCE?  There  may  be  a  price 
be  paid  for  all  this  political  maneuver- 
.  Hitting  on  a  plan  that  does  not  tear 
ribbons  the  few  remaining  shreds  of 
igetary  credibility  left  in  Washington 
1  be  a  neat  trick.  And  providing  a  host 
new  tax  breaks,  while  possibly  raising 
es,  could  undermine  the  fragile  com- 
•mises  behind  the  Tax  Reform  Act  of 
)6.  Already  lobbyists  are  salivating 
!r  the  prospect  of  a  free-for-all  over 
V  tax  subsidies. 

\.ny  action  that  raises  the  deficit  will 
•ther  reduce  the  Fed's  flexibility, 
ce  August,  the  central  bank  has  cut 
)rt-term  interest  rates  five  times,  to 
%.  Fed  Chairman  Alan  Greenspan  and 
;e-Chairman  David  W.  Mullins  Jr. 
/e  fretted  publicly  about  the  econo- 
's  doldrums,  and  some  at  the  Fed  are 
ginning  to  question  whether  the  cen- 


tral bank's  moves  can  make  much  differ- 
ence. Governor  Wayne  D.  Angell  argues 
that  easier  money  would  only  raise  infla- 
tion fears  and  prop  u\)  long-term  interest 
rates.  And  Governor  John  P.  LaWare, 
meanwhile,  maintains  that  lower  money- 
market  rates  will  neither  lift  consumers' 
spirits  nor  make  banks  more  eager  to 
lend.  "Confidence  is  not  determined  by 
interest  rates,"  he  says. 
There  are  signs  that  earlier  easing 


THE  USUAL  CURES 
FOR  A  WEAK  ECONOMY 
WON'T  WORK  IN 
THIS  CLIMATE 

may  finally,  with  the  proverbial  lag  of 
several  months,  be  boosting  the  money 
supply.  Growth  in  M2  has  picked  up  a 
bit  since  October,  and  bank  reserves — 
the  raw  material  for  money — are  ex- 
panding at  double-digit  annual  rates. 
But  there's  no  evidence  yet  that  this  has 
fed  through  to  the  real  economy  by 
spurring  consumer  purchases  or  pump- 
ing up  industrial  output. 

What's  more,  the  Fed  would  dearly 
love  to  lie  low  in  an  election  year.  Green- 
span and  his  colleagues  won't  let  the 
economy  tumble  back  into  recession  just 
to  stay  out  of  the  political  fray.  But 
they're  hoping  that  the  lower  rates  and 
extra  money  they  have  put  in  the  pipe- 
line  already   will   produce  enough 


growth — even  if  it's  slow — to  keep  the 
Fed  on  the  sidelines  through  November. 

So  the  spotlight  will  shine  even  more 
brightly  on  tax  fixes.  What  will  Wash- 
ington do?  Here  is  a  rundown  of  some 
likely  proposals  and  their  prospects: 

■  Capital  gains.  On  his  fourth  try,  the 
President  should  finally  get  a  new  tax 
break  for  investors.  But  there  are  at 
least  a  dozen  different  schemes 
around — and  it  is  far  too  soon  to  tell 
which  one  will  prevail.  Bush  would  cut 
rates  for  capital  gains  on  virtually  all 
assets.  Democrats  are  tinkering  with  tax 
cuts  for  only  a  narrow  range  of  invest- 
ments— say,  startup  companies.  And  in 
recent  weeks,  lawmakers  of  both  par- 
ties, as  well  as  some  Administration  offi- 
cials, have  been  considering  indexing 
gains  for  inflation.  That  would  prevent 
investors  from  having  to  pay  tax  on  illu- 
sory profits  created  by  rising  prices. 

■  Investment  tax  credit.  This  traditionally 
Democratic  nostrum  for  spurring  the 
economy  is  now  winning  strong  Republi- 
can support.  White  House  aides  recently 
hinted  that  they  are  leaning  toward 
some  kind  of  credit.  The  last  ITC,  re- 
pealed in  1986,  allowed  businesses  to 
take  a  10%  credit  against  any  equipment 
investments.  A  new  version  would  likely 
be  targeted  to  only  certain  types  of 
equipment  and  be  applicable  only  on  in- 
vestments made  over  and  above  a  com- 
pany's historical  level  of  investment. 
That  way,  the  credit  would  be  less  of  a 
tax  loser  for  Treasury  and  wouldn't  be 
perceived  as  too  generous  to  business. 

■  Individual  retirement  accounts.  Hefty 

new  incentives  for  IRAs  may  be  the  most 
popular  proposal  of  all.  Everyone  seems 
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lo  liHve  a  plan.  Most  would 
restore  the  $2,000  deduction 
for  all  individuals,  regardless 
of  income.  The  1986  act 
curbed  deductions  for  indi- 
viduals making  more  than 
$85,000  or  who  participated 
in  employers'  retirement 
plans.  Most  proposals  would 
also  allow  withdrawals  for 
education,  healtti  care  costs, 
or  for  a  downpayment  on  a 
home. 

Several  plans  also  include 
a  new  twist  on  the  tradition- 
al IRA,  which  exempts  contri- 
butions from  income  taxes 
but  requires  investors  to  pay 
tax  on  withdrawals.  Many  of 
the  new  schemes,  including 
those  proposed  by  Senate  Fi- 
nance Committee  Chairman 
Lloyd  Bentsen  (D-Tex.)  and 
Senator  William  Roth  Jr.  (R-Del.)  would 
give  savers  another  choice.  They  could 
contribute  aftertax  dollars  but  withdraw 
money  without  paying  tax  on  accumulat- 
ed earnings.  Taxpayers  could  also  shift 
existing  IRAs  that  they  began  in  earlier 
years  to  this  new  version.  These  new 
"backloaded"  IRAs  would  have  a  big  im- 
pact on  the  Treasury.  In  the  near  term, 
they  would  generate  much-needed  reve- 
nues, but  in  the  long  run,  they  would 
cost  the  government  billions. 

■  Middle-income  relief.  The  Democrats 
are  pounding  Bush  over  his  reluctance 
to  back  a  tax  cut  for  the  middle  class. 
Although  Bush  aides  privately  doubt 
that  a  middle-class  tax  break  will  jump- 
start  the  economy,  they  are  getting  tired 
of  being  beaten  up  over  the  "fair- 
ness" issue.  So  the  President  will 
almost  surely  include  a  tax  break 
for  middle-income  workers  in  the 
recovery  package  he  announces  in 
late  January.  Unlike  most  Demo- 
cratic plans.  Bush  may  well  offer 
only  a  temporary  cut. 

The  Democrats  are  exploring 
several  different  approaches. 
House  Ways  &  Means  Committee 
Chairman  Dan  Rostenkowski  (D- 
111.)  wants  to  give  taxpayers  an  in- 
come tax  credit  of  up  to  $200  to 
help  offset  Social  Security  payroll 
taxes.  Senator  Daniel  P.  Moynihan 
(D-N.  Y.)  urges  a  more  direct  solu- 
tion: Simply  cut  the  payroll  tax. 
Bentsen  favors  a  new  credit  to 
families  with  children,  and  other 
lawmakers  prefer  raising  the  stan- 
dard deduction. 

■  Reai  -:-5tate.  Real  estate  is  a  sleep- 
I  er  that  c^mld  become  a  hot  topic  in 
I  '92.  In  1986,  Congress  eliminated 
I  deductions  from  ordinary  income 
I  for  real  estate  losses,  mainly  be- 


cause the  break  had  led  to  excessive 
speculation  and  overbuilding  via  tax 
shelters.  Now,  more  than  300  members 
of  the  House  and  40  Senators  support  a 
measure  that  restores  deductions  for 
full-time  real  estate  investors,  including 
real  estate  brokers  and  developers.  And 
they  may  debate  extending  this  relief  to 
other  investors  not  actively  involved  in 
the  real  estate  industry. 
■  Intangible  property.  Congress  is  likely 
to  resolve  a  long-standing  dispute  be- 
tween business  and  the  Internal  Reve- 
nue Service  over  whether  acquiring  com- 
panies can  depreciate  the  value  of  so- 
called  intangible  assets,  such  as 
customer  and  subscriber  lists.  Until  now, 
there  has  been  confusion  over  whether 


luj 


intangibles  may  be  writ' 
off,  and  over  what  perioi 
The  House  Ways  &  Mea; 
Committee   in  Novembi 
passed  a  nonbinding  resol 
tion  that  would  permit  1 
year  depreciation  for  intan 
bles.  The  plan  has  wi 
support  from  most  ind 
tries,  with  the  notable  exce 
tion  of  software  maker] 
who  enjoy  five-year  depreci; 
tion  under  special  IRS  rules 
How  to  pay  for  all  thi.M 
Rostenkowski  wants  a  ta: 
rate  hike  and  a  surtax  o 
millionaires.  Bentsen  hint  i 
he  would  buy  into  capital ! 
gains  tax  relief  but  only 
income  taxes  are  raised  u 
the  same  people  who  benefi; 
namely  the  wealthy.  So  fa 
White   House  spokesnir 
have  flatly  rejected  tax-rate  hikes.  Mi 
there  are  other  ways  to  make  the  I'ic 
pay  for  middle-class  tax  relief,  inclinlin 
limits  on  deductions,  surtaxes,  an 
phaseouts  of  the  personal  exemptiui 
Lawmakers  remember  that  in  199( 
Bush  said  he  would  never  raise  taxe 
only  to  sign  off  on  a  $137  billion  tax  hi' 
as  part  of  the  budget  agreement.  In  t' 
end,  it's  going  to  be  tough  for  Bush 
reject  an  economic-recovery  packa 
that  boasts  a  tax  cut  for  most  vote 
just  because  it  includes  new  levies  o 
the  wealthiest  Americans.  Predicts  o 
senior  GOP  Senate  aide:  "He's  not  aboi, 
to  veto  it  six  months  before  an  election 
The  other  likely  source  of  revenue 
the  Pentagon.  The  Bush  Administratio 
has  opposed  buying  tax  cuts  wit 
military  spending  reductions,  a  ste 
that  would  violate  the  budget  dea 
Instead,  Budget  Director  Richar 
G.   Darman   is   hinting  that  th 
White  House  might  back  some  lin 
its  on  the  extent  to  which  wealth 
retirees  may  enjoy  benefits  such  a 
medicare.  That  could  help  pay  fc 
tax  cuts.  But  while  spending  redui 
tions  may  be  good  budget  policj 
they  threaten  to  wash  out  whate^ 
er  economic  benefits  the  tax  cut 
produce. 

So,  faced  with  an  economic  d 
lemma,  Washington  will  almos 
surely  go  for  political  expedienc( 
The  best  election  strategy  will  b 
to  adopt  a  recovery  plan  that  is  jus 
enough  to  satisfy  voters  withou 
spooking  the  bond  markets,  whic 
remain  ever-fearful  of  rising  def 
cits.  That  translates  into  a  modes 
quick-fix  tax  cut  that  will  mean  li 
tie  for  the  economy. 

Bi/  Howard  Gleckman  and  Mik 
McNamee  in  Washingtort 
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It  was  the  '32  World  Series.  With  the  Cubs 
riding  him  unmercifully  from  the  bench,  Babe 

Ruth  pointed 
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to  centerfield,  then  promptly  hit  the  next 
pitch  where  no  ball  had  been  hit  before. 

Well,  now  you  can  handle  your  next 
pitch  with  the  same  confidence,  thanks  to 
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success  from  start  to  finish.  Who  knows, 
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GIVING  THE  BULLS 
THE  BENEFIT  OF  THE  DOUBT 


EVEN  IN  THIS  CLIMATE,  MANY  ANALYSTS  ARE  STICKING  WITH  STOCKS 


Stock  market  in- 
vestors made  a 
bundle  in  1991, 
but  you  wouldn't  know 
it  from  the  gloom  hang- 
ing over  Wall  Street.  In- 
vestor confidence,  like 
consumer  confidence,  is 
waning  as  the  economy 
limps  along. 

But  the  plain  fact  is 
that  equity  investors 
don't  need  a  booming 
economy  to  make  mon- 
ey. Today's  low  interest 
rates  and  low  inflation 
provide  an  environment 
in  which  stocks  should 
thrive.  Even  Melissa  R. 
Brown  of  Prudential  Se- 
curities Inc.,  who  was 
wary  of  equities  when 
the  Dow  Jones  industri- 
al average  was  near  its 
high,  recently  joined  the 
bulls.  The  Dow's  shed- 
ding of  200  points  and 
the  continued  decline  in 
short-term  interest 
rates,  she  says,  make 
stocks  attractive.  "I'm 
not  counting  on  a  ro- 
bust economy,"  says 
Brown,  "but  only  that  it 
doesn't  get  any  worse." 

"My  guess  is  that 
we'll  muddle  through 
the  next  Few  months," 
says  Hugh  .\.  Johnson 
Jr.,  investnifiit  strate- 
gist for  First  Albany 
Corp.  "What  we're  having  is  a  correc- 
tion, not  the  start  of  a  bear  market. 
With  interest  rates  so  low,  I'm  willing  to 
give  the  bulls  the  benefit  of  the  doubt." 
LIMPING  GIANTS.  Hardly  a  ringing  en- 
dorsement, but  it's  typical.  For  many, 
ecjuities  are  the  choice  investment — not 
because  they  expect  Corporate  America 
to  boom  but  because  falling  interest 
rates  have  driven  the  return  on  fixed- 
income  investments  so  low.  Short-term 
rates  are  at  their  lowest  level  in  nearly 
two  decades.  Says  Lonnie  Whitlock, 
chief  investment  officer  at  Common- 
wealth Investment  Counsel  in  Richmond, 


Va.:  "When  you  look  at  the  relative  re- 
turns of  stocks,  bonds,  and  cash,  you 
have  to  own  stocks." 

Few  could  see  the  case  for  stocks  a 
year  ago,  either,  when  the  Middle  East 
crisis  seemed  to  worsen  the  nation's  eco- 
nomic woes.  But  the  bulls  reasoned  that 
the  Federal  Reserve's  easing  of  mone- 
tary policy  and  a  postwar  rebound  in 
consumer  confidence  would  fire  up  the 
economy.  By  early  March,  the  Dow 
Jones  industrial  average  had  climbed  300 
points,  to  2955  (chart),  and  in  the  second 
half,  it  traded  above  3000  for  extended 
periods  of  time  as  the  economy  showed 


some  sparkle.  The  Dow  peaked  at  30 
in  October,  but  it  plunged  in  Novemb 
as  the  recovery  came  to  a  halt.  Ev 
though  the  Dow  has  rallied  back  abo| 
2900,  the  market  can't  shake  the  bla' 
More  than  half  the  investment  advise 
polled  in  Wall  Street  surveys  are  beai 
and  economists  are  slashing  forecas 
for  growth,  too. 

Bellwethers  such  as  IBM  and  Genei 
Motors  are  eroding  investor  confidem 
too.  Both  are  struggling,  wounded 
ants.  Big  Blue,  at  851/2,  is  selling 
prices  not  seen  since  1982.  GM  is  clo 
to  a  four-year  low.  The  plunge 
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Stocks  cost  the  Dow  140  points, 
e  poorly  performing  Dow — 12  of  its 
dustrials  are  down  for  the  year — is 
:ing  a  far  stronger  stoctc  market, 
dard  &  Poor's  500-stock  index  is  up 
'o,  56'^  greater  than  the  Dow's  gain. 
S&P  MidCap  400  index  has  soared 

0.  And  small  companies  are  boom- 
too.  Over-the-counter  stocks  are  up 
'o  (page  72). 

en  the  Dow  seems  to  have  found  a 
around  2850,  thanks  in  part  to  the 
est-rate  environment.  But  Maceo  K. 

1,  president  of  NCM  Capi- 
[anagement  Group  Inc.  in 
lam,  N.  C,  thinks  the 

could  slide  down  to  the 
2700  range  early  in  1992 
Deople  move  to  the  side- 
waiting  to  see  what 
ident  Bush  will  do  about 
iconomy."  Sloan,  for  one, 
I't  think  the  pols  will  do 
i:  "Whatever  they  do  will 
lore  to  help  their  reelec- 
efforts  than  to  help  the 
)my."  The  market  will 
I  back  to  life  itself,  he 
,  when  the  economy 
igthens,  and  that  should 
en  by  midyear. 
ARN-BURNER.  Market  an- 

Laszlo  Birinyi  of  Birinyi  Associates 
es  that  for  stocks  to  get  rolling  in 
the  market  "needs  new  leader- 
"  Investors'  interest  has  to  shift 
'  from  the  big-cap  growth  stocks. 
;ks  like  Wal-Mart,  Merck,  and  Philip 
■is  are  getting  a  little  long  in  the 
I."  says  Birinyi.  The  three  have 
)ed  this  year  by  76%,  68%,  and  38%, 
actively.  "But  given  the  economy," 
Ids,  "cyclicals,  technology,  financial, 
energy  stocks  don't  have  much  ap- 

either." 

)  wonder  that  most  of  the  bulls  are 
jh  with  a  small  "b."  Prudential's 
m  looks  for  a  modest  3150  Dow  a 

from  now.  Abby  Joseph  Cohen,  in- 
nent  strategist  for  Goldman  Sachs 
3.,  is  shooting  for  a  Dow  of  3200. 
;n  estimates  that  the  total  return  for 
cs  during  1992  should  register  in  the 
15%  range,  including  dividends, 
's  no  barn-burner,  but  it's  still  above 
long-term  average  annual  return 

equities. 


By  far,  one  of  the  most  bullish  is 
Shearson  Lehman  Brothers  Inc.'s  Elaine 
M.  Garzarelli,  who  also  was  among  the 
most  upbeat  a  year  ago.  She  thinks  the 
.S&P  500  can  rack  up  price  gains  of  157' 
to  207<  in  1992.  "People  are  focusing  on 
reported  earnings,  which  are  being  dis- 
torted by  the  write-offs,"  says  Garza- 
relli. "Earnings  from  continuing  opera- 
tions are  much  better,  and  that's  what 
drives  prices." 

Indeed,  hundreds  of  companies  are 
taking  large  write-offs  in  the  fourth 
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quarter.  The  write-offs  reflect  restruc- 
turings or  accounting  changes  that  set 
aside  reserves  to  pay  for  retirees'  health 
benefits.  The  charges  play  havoc  with 
earnings,  says  Kenneth  S.  Hackel  of 
Systematic  Financial  Management  Inc., 
but  not  with  cash  flow. 

In  fact,  says  Hackel,  the  relationship 
between  stock  prices  and  free  cash  flow 
is  the  most  favorable  since  mid-1988.  "In 
the  recession,  many  companies  showed 
they  could  deftly  manage  their  discre- 
tionary expenses,"  says  Hackel.  Among 
his  choices  are  Cray  Research,  Ethyl, 
Murphy  Oil,  and  three  beaten-up  media 
companies — New  York  Times,  Times 
Mirror,  and  Washington  Post. 

For  some  investment  managers,  the 
economic  recovery  doesn't  matter  all 
that  much.  Martin  D.  Sass  of  M.  D.  Sass 
Investors  Services  Inc.  has  been  buying 
Federal-Mogul  Corp.,  an  auto-parts  man- 
ufacturer. Sass  says  the  company  has 
improved  its  operations  so  much  that  it 
could  quadruple  earnings  without  a  re- 


bound in  auto  sales.  Among  Sass's  other 
favorites  are  mutual-fund  giant  Dreyfus 
Corp.  and  investment  brokerage  A.  G. 
Edwards  &  Sons  Inc.  Both  companies, 
says  Sass,  stand  to  gain  a  lot  from  the 
boom  in  mutual-fund  sales  (page  132). 
SMALL  STEEL.  Jeffrey  B.  Shames,  head  of 
equity  investments  at  Massachusetts  Fi- 
nancial Services,  figures  the  economy 
will  rebound  sooner  or  later.  And  in  pick- 
ing stocks,  he  focuses  on  companies  that 
have  been  winning  market  share  from 
their  competitors,  such  as  warehouse 
store  Costco  Wholesale  Corp. 
"They're  taking  sales  from 
the  discounters  and  from  su- 
permarkets," says  Shames. 
Likewise,  he  has  been  buying 
heavy  industrials,  such  as 
steelmakers  Lukens  Inc.  and 
Nucor  Corp.,  "which,  with 
newer  technology  and  lower 
costs,  have  been  taking  busi- 
ness from  Big  Steel." 

Another  place  to  look  for 
good  opportunities  is  compa- 
nies in  battered  businesses 
that  have  lowered  costs  to  im- 
prove profitability.  David  R. 
Aushwitz,  who  runs  the  Mil- 
waukee-based Primary  Trend 
Fund,  recommends  computer 
maker  Data  General  Corp.  The  stock  ran 
up  from  AV2  to  23  this  year  but  has 
pulled  back  to  15 — and  he  thinks  it's  a 
steal.  The  company  lowered  its  quarterly 
overhead  from  $350  million  to  $265  mil- 
lion, says  Aushwitz,  and  with  any  pickup 
in  business,  earnings  will  soar. 

A  rise  in  business  activity  anytime 
soon?  Don't  rule  it  out.  True,  the  Fed's 
monetary  easing  hasn't  helped  much  yet, 
but  that's  because  companies  and  con- 
sumers have  been  using  lower  rates  to 
ease  their  debt  burden,  not  borrow 
anew.  Consumer  spending  could  get  a 
boost  as  homeowners  refinance  their 
mortgages.  And  with  energy  prices  fall- 
ing, consumers  should  have  lower  fuel 
bills — and  more  money  for  discretionary 
spending. 

Indeed,  investor  expectations  on  the 
economy  are  so  low  that  a  slight  better- 
than-expected  performance  from  the 
economy  could  give  stocks  a  boost  that 
could  even  surprise  the  bulls. 

By  Jeffrey  M.  Laderman  in  New  York 
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.BUT  THE  REST  OF  THE  STOCK  MARKET  IS  SHOWIHG  BIG  GAIHS 
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SMALL-CAP  STOCKS 


THIHKING  LITTLE 
COULD  PAY  OFF  BIG 


MANY  ANALYSTS  SEE  SMALL-CAP  STOCKS  AS  POISED  FOR  ANOTHER  SURG 


DjOBey 
%  its 


Are  we  entering  a  golden  age  of 
secondary  stocks?  That  might 
seem  farfetched  at  a  time  when 
small-capitalization  stocks  are  still  reel- 
ing from  the  Nov.  15  massacre.  On  that 
dreadful  day,  small  stocks  fell  across  the 
board,  led  by  the  once-mighty  biotechnol- 
ogy issues,  and  were  pummeled  more 
punishingly  than  the  Dow  Jones  indus- 
trial average,  which  fell  120  points.  It 
seemed  as  if  small,  mostly  over-the- 
counter  issues — which  climbed  34^"'  dur- 
ing 1991 — were  headed  for  a  prolonged 
stumble  in  1992. 

But  there's  a  growing  body  of  opinion 
that,  Nov.  15  notwithstanding,  stocks 
with  under  $1  billion  in  market  capital- 
ization are  in  the  opening  stages  of  a 
cyclical  rebound.  If  so,  that  could  be  a 
repetition  of  the  last  resurgence  in 
small-company  growth  stocks,  which  be- 
gan in  1977  and  concluded  in  1983 — ^just 
as  the  bull  market  in  large  stocks  was 
getting  under  way.  True,  some  overheat- 
ed sectors — notably  the  health  care  and 
financial  services  stocks  that  have  led 
the  small-stock  renaissance — may  not  be 
able  to  repeat  their  1991  gains.  But  a 
wide  range  of  other  small-stock  issues, 
ranging  from  specialty  retailers  to  soft- 


ware publishers,  are  likely  to  see  contin- 
ued strong  price  increases  even  without 
a  resuscitation  of  the  economy.  "We  be- 
lieve that  emerging  growth  stocks  are 
likely  to  continue  to  outperform  the  mar- 
ket into  1992,"  says  John  D.  Morris,  a 
Morgan  Stanley  &  Co.  analyst. 

Among  the  reasons  for  the  optimism 
are  several  technical  factors.  One  is  that 
the  small  stocks  managed  to  turn  in  a 
strong  showing  during  the  second  half 


im  !ti'j( 


LEADING  THE  PACK: 
SMALLrCAP  STOCKS, 


of   tlie   }ear   UetpiLe    -\uv.    15  (cha 
which  broke  a  long-established  tre 
For  much  of  the  past  decade,  for  rE-^tiD'ji 
sons  that  remain  murky,  second 
stocks  have  tended  to  glow  during 
first  half  of  the  year  but  peter  out  theLff^fj 
after.  In  1991,  true  to  form,  the  Rusi  ^f^t^j^ 
2000  index  of  small-cap  stocks  gaii 
277f  through  June  30,  compared  w 
129^  for  the  Standard  &  Poor's  500-st(  ^ 
index.  It  was  a  spectacular  performan 
largely  fueled  by  strong  advan< 
among  recession-resistant  biotechnolc 
issues.  The  betting  among  money  m 
agers,  though,  was  that,  as  usual, 
wouldn't  last.  But  it  did — despite  i 
Nov.  15  selloff. 

HOT  SHORTS.  Another  favorable  tec? 
cal  indicator  is  the  high  level  of  sh 
interest  in  NASD.A.Q-traded  over-tl 
counter  stocks.  In  November,  OTC  sh 
positions  reached  a  stunning  $6  billi 
six  times  the  level  at  the  beginning 
1988.  Rampant  short-selling  is  a  sign 
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widespread  pessimism — and  that's  gcSLt'^ 
news  to  contrarians. 

And  then  there  are  some  auspicic 
valuation  indicators,  such  as  the  relat 
price-earnings  ratio  of  the  Morgan  St  T./^''^' 
ley  index  of  emerging  growth  stocks. 
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)ared  with  the  S&P  500.  The  Morgan 
ley  index  is  1.45  times  the  p-e  of  the 
-at  the  low  end  of  the  historic 
e,  which  was  as  high  as  twice  the 
;  ratio  at  the  end  of  the  last  small- 
c  bonanza,  in  1982  and  1983. 
le  small-cap  thesis  is  bolstered  by 
;  nontechnical  arguments.  One  is 
large-cap  stocks  have  become  dino- 
5  because  of  unsustainably  high 
levels,  bloated  payrolls,  and  the  in- 
;y  to  adapt  to  changing  conditions. 

1  money  managers  and  analysts 
itain  that  small  companies  are 
?r  and  better  positioned  to  produce 
'th  over  the  next  year  or  so.  Indeed, 
nt  weeks  have  brought  another 
;  of  layoffs  and  downsizings  at  a 
;  of  troubled  large  companies,  with 
>  announced  intention  to  cut  20,000 
:ers  over  the  next  year  being  only 
nost  dramatic  example.  "If  General 
)rs.  Ford,  and  so  forth  don't  get  a 
ime  cyclical  wind  at  their  back,  who 
be  delivering  the  big  returns?"  asks 

2  Barney,  a  vice-president  and  insti- 
nal  money  manager  at  the  Twenti- 
3entury  Investors  Inc.  fund  group, 
answer,  in  his  >  iew,  are  high-growth 
)anies  of  all  sizes. 

deed,  the  lesson  of  199rs  small-cap 
rgence  is  that  the  market  is  willing 
ly  high  premiums  for  growth,  par- 
irly  at  small  companies.  Witness  the 
e  in  biotechnology  stocks. 
OF  A  REST.'  But  as  the  biotechs  also 
',  careful  stock-picking  is  becoming 
^asingly  crucial,  because  the  broad 
advances  of  1991 — which  lifted  sol- 
id airy  stocks  alike — are  unlikely  to 
speated.  With  the  economy  unlikely 
tiow  much  resilience,  probably  the 
•test  course  for  a  would-be  small-cap 
;tor  is  to  seek  out  companies  that 
withstand  unfavorable  economic  tid- 
— or  even  thrive  on  them, 
lat's  certainly  the  strategy  being  fol- 
d  by  fund  manager  C.  Beth  Cotner, 
le  Kemper  Summit  Fund  in  Chicago, 
er  believes  that  the  economy  will 
be  growing  slowly  into  the  first  half 
)92.  Her  largest  portfolio  holding  is 
ff-price  retailer,  Duty  Free  Interna- 
l1.  Another  major  Summit  holding  is 
le's  Basement,  also  an  off-price  re- 
r.  In  personal  computers,  which 
been  characterized  by  ruthless 
i-slashing,  Cotner  favors  software 
ufacturers  such  as  Symantec,  owner 
le  popular  Norton  Utilities  software, 
Broderbund,  a  maker  of  game  and 
ational  software.  Price-cutting,  she 
3,  has  made  advanced  graphics  capa- 
es  accessible  to  vast  numbers  of 
le — and  makers  of  graphics-intense 
vare  will  be  able  to  exploit  that 
d. 

ill,  some  managers  are  becoming 
I  of  small  stocks.  Although  he  sub- 
3es  to  the  view  that  secondary 


stocks  are  engaged  in  a  long-lasting  cy- 
clical comeback,  Mark  Tincher,  who  runs 
$800  million  in  stock  portfolios  at  Chase 
Manhattan  Corp.,  notes  that  he  is  not 
buying  small-cap  stocks  as  aggressively 
as  he  did  a  year  ago.  "I  think  you're 
going  to  have  a  bit  of  a  rest  here,"  says 
Tincher.  "I  believe  that  there  will  be  a 
bit  of  a  correction  to  get  the  excesses 
out  of  the  market." 

And  excesses  are  there,  to  be  sure. 
Even  small-stock  aficionados  agree  that 
the  burst  of  initial  public  offerings  is 
worrisome.  Large  numbers  of  IPOs  are 
frequently  a  sign  of  an  overheated  mar- 


ket. And  Tincher,  for  one,  is  concerned 
that  the  next  market  correction  is  likely 
to  take  investors  by  surprise.  Investors, 
he  notes,  have  been  conditioned  to  buy 
after  a  market  setback — and  may  be  in  : 
for  shock  if  "the  next  air  pocket  is  fol- 
lowed by  another  air  pocket." 

Such  qualms  are  understandable. 
Small  stocks,  after  all,  have  been  disap- 
pointing large  and  small  investors  alike 
for  nigh  on  eight  years.  But  1991  is  look- 
ing more  and  more  like  a  turning  point — 
the  year  when  the  small-cap  worm  final- 
ly turned. 

Bif  Gary  Weiss  in  Neiv  York 


A  DEFT  CAPTAIN 
ON  THE  SMALL-CAP  SEA 


STUART  ROBERTS 


In  his  spare  time,  Stuart  Roberts 
raises  Connemara  ponies — small 
but  surefooted,  and  tough  as  nails. 
Well,  pretty  much  the  same  adjectives 
could  describe  Roberts'  other  passion: 
the  Montgomery  Small  Cap  fund.  By 
dint  of  some  of  the  most  agile  stock- 
picking  in  the  world  of  small-cap 
stocks,  Roberts,  37,  steered  the  Den- 
ver-based mutual  fund  to  an  819'  gain 
during  the  year. 

Roberts'  approach  to  money  manage- 
ment bears  a  close  look,  now  that  sec- 
ondary stocks  are  entering  a  potential- 
ly troublesome  phase.  Buying  small 
stocks  or  sectors  indiscriminately  was 
a  winning  strategy  in  1991  but  is  un- 
likely to  reap  powerhouse  returns  in 
the  coming  year.  Unless  the  economy 
stages  an  unexpectedly  strong  re- 
bound, 1992  is  apt  to  be  a  more  vexing 
period— when  thorough  research  will 
prove  crucial.  Unlike  money  managers 
who  zero  in  on  sectors  by  data-base 
searches  and  other  quantitative  fac- 
tors, Roberts  is  the  epitome  of  the 
"bottom  up"  investor.  His  ideas  come 
from  a  variety  of  sources — from  ana- 
lysts to  competitors — and  he  and  his 
two  analysts  believe  in  investigating 
companies  thoroughly  and  personally. 
Observes  Roberts:  "You  have  to  do 
your  own  due  diligence." 
BARE  LINOLEUM.  To  get  stock-buying 
ideas,  Roberts  is  a  habitue  of  the  trade- 
show  circuit  and  is  an  avid  reader  of 
professional  journals.  He  also  has  wide 
contacts  among  analysts  at  regional 
brokerages,  whom  he  has  known  since 
his  days  as  manager  of  Founders 
group  mutual  funds.  And  Roberts  likes 
to  meet  with  managers  of  companies 
he  has  bought  into,  to  look  as  well  as 
listen.  "I  prefer  to  see  steel  furniture 
and  linoleum  [rather]  than  antique  fur- 
niture and  carpets,"  he  says. 

More  important  than  executive-suite 
furniture  is  who's  sitting  in  it — not 


many  analysts,  Roberts  hopes.  He 
keeps  an  eye  peeled  for  companies  that 
have  yet  to  gain  a  following  on  the 
Street.  Examples  are  Vigoro  Industry 
Inc.,  a  fertilizer  manufacturer,  and  Sun 
Electric  Corp.,  which  makes  automo- 
tive diagnostic  equipment.  He  owns  a 
diversified  portfolio  of  80  to  100  stocks 
and  is  quick  to  dump  mistakes.  If  a 
stock  falls  2ff/<  more  than  the  overall 
market,  it's  history. 


Like  many  successful  stock-pickers, 
Roberts  readily  concedes  that  he  could 
become  history,  too,  if  the  market 
turned  against  him.  "The  market  can 
be  cruel,"  he  says.  And  in  1992,  inves- 
tors are  bracing  for  possible  setbacks, 
despite  widespread  expectations  for  a 
cyclical  upswing  in  small  caps.  The 
smartest,  like  Roberts,  will  be  hewing 
closely  to  the  credo  that  follows  the  old 
drinking  aphorism.  "Bottoms  up!" 

By  Gary  Weiss  in  New  York 
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Christopher  Coluf  ibu 


This  is  a  tale  of  a  man  and 
a  city.  Because  it's  in 
Genoa,  the  capital  of  the 
Italian  Riviera,  that  Chris- 
topher Columbus  was 
born.  Now,  500  years  after 
he  made  history,  Italy  is 
welcoming  him  back  home 
with  a  world  -  class  cel- 
ebration. From  May  15th  to 
August  15th  1992,  Genoa 
will  host  the  International 
Specialized  Exhibition 
"Christopher  Columbus: 
ships  and  the  sea".  Two 


fascinating  themes,  navi- 
gation and  the  sea,  will 
be  presented  by  many 
participating  countries 
bringing  together  techno- 
logy, ecology  and  culture 
into  one  spectacular  vi- 
sion. But  there  are  more 
reasons  to  go  to  Genoa. 
The  Exhibition  will  coin- 
cide with  the  rejuvenation 
of  the  historical  city  cen- 
ter, based  on  a  vast 
project  by  Genoa  -  born 
Renzo  Piano,  one  of  the 
world's  leading  archi- 
tects. Investing  in  the 
city's  future,  the  restora- 
tion will  give  new  life  to 
the  Old  Harbour  docks 
and  warehouses,  to  which 
major  new  permanent  fa- 
cilities will  be  added.  In 
particular,  a  number  of 
important  international 
meetings  -  some  of  them 
sponsored  by  the  United 
Nations  -  will  be  held  in 
the  new  Conference  Cen- 


Ofiicial  Tr  /-I  Agent:  Tower,  via  De  Marini,  1  -  Tel.  (010)  64.57.451  -  Fax  (010)  64.57.299  -  16149  Genoa,  Italy. 


ter,  a  prime 
venue  offer- 
ing countries 
from  all  over 
the  world  an 
outstanding 
opportunity 


to  come  together.  With 
this,  Italy  intends  to  con- 
tribute to  the  development 
of  world  understanding 
and  cooperation  towards 
progress  and  peace.  Ente 
Colombo  '92  Via  Sottoripa,  5 
Tel.  (010)  28.41.11  -  Fax  (010) 
29.26.93-16123  Genoa -Italy 
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EXPERTS  SEE  MORE  HIGH-QUALITY  IPOs  COMING  TO  MARKET 


AH  the  economic  recovery  takes 
hold  in  1992,  the  marlcet  for  ini- 
tial public  offerings  (IPOsi  will 
fare  even  better  than  it  did  in  1991. 

Although  the  new-issues  market  siz- 
zled in  1991,  it  didn't  really  boil  over. 
Analysts  now  figure  that  new  offerings 
were  well  below  the  record  IPO  activity 
seen  in  1987— about  $19  billion  vs.  $23 
billion.  So  market  skeptics  who  point  to 
the  surge  in  IPOs  as  an  Unwelcome  sign 
of  speculative  buying  may  want  to  take 
a  second  look. 

Robert  Mescal,  research  analyst  for 
new  issues  at  the  Institute  for  Econo- 
metric Research  in  Ft.  Lauderdale,  Fla., 
likes  what  he  sees.  "I  still  sense  a  lot  of 
pent-up  demand  out  there  for  new  is- 
sues, particularly  in  health  care  services 
and  equipment,  pharmaceuticals,  HMOs, 
and  biotechs,"  says  Mescal.  Other  areas 
to  watch  for  IPO  winners,  he  says,  are 
technology,  including  the  computer  soft- 
ware makers,  and  retailers,  particularly 
the  "discount-store  chains  a  la  Home  De- 
pot and  Wal-Mart,"  he  says. 

Mescal  notes  that  there  was  a  wide 
improvement  in  the  quality  of  companies 
that  came  to  market.  "For  the  most 
part,  we  expect  the  1992  crop  will  be  as 
good  and  as  interesting,"  he  adds. 
SMALL-CAP  COUP.  Even  the  cyclicals  may 
join  the  IPO  parade.  Analysts  note  that 
there  are  dozens  of  midsize  manufactur- 
ing companies  that  will  go  public  just  as 
soon  as  the  recovery  picks  up  steam. 
Robert  Natale,  new-issues  analyst  for 
Standard  &  Poor's  Corp.,  says  the  cycli- 
cals will  give  boost  to  the  overall  mar- 
ket. "We  ai'!'  fairly  positive  about  the 
IPO  market  in  1992,  partly  because  we 


believe  small-cap  stocks 
will  remain  in  favor,"  he  says. 

Investment  adviser  Glenn  S.  Cutler, 
who  puljlishes  Market  Fax,  a  daily  mar- 
ket newsletter,  warns  that  investing  in 
IPOs  requires  the  same  kind  of  research 
and  judgment  that  one  should  apply  in 
other  kinds  of  stock  investments.  For 


bu  ip; 


starters,  says  Cutler,  investors  shoi 
look  for  a  "track  record  of  growth 
petent  management,  and  a  niche  prodifji 
or  service."  And  the  stock  should 
priced  at  a  reasonable  price-earnings 
tio  and  market  capitalization,  he 

A  number  of  IPOs  that  Cutler  fin 
compelling  include  those  that  have 
ready  fallen  from  their  highs.  Normal 
a  hot  IPO  soars  and  then  comes  down 
a  matter  of  days  or  weeks,  he  not< 
"Such  stocks  usually  become  great 
when  they  fall,"  says  Cutler. 
STEADY  CLIMB.  One  such  IPO  he  likes 
United  American  Health  Care,  whi 
had  come  to  market  at  $9  a  share 
April.  In  two  months,  the  stock  h 
jumped  to  $12.50.  While  it  has 
since,  to  about  $6,  Cutler  believes  Unit  n 
American,  which  provides  manageme  Ib 
services  to  health  maintenance  or 
tions,  is  worth  about  $15  a  share. 

Another  Cutler  pick  is  Mobley  En 
ronmental  Services,  down  to  $8  a  sha 
from  its  offering  price  of  $11  in  Sept( 
ber.  The  stock  climbed  as  high  as 
in  November.  Cutler  said  the  Str^s 
"overreacted"  to  disappointing 
quarter  earnings,  driving  the  stock  w 
down.  But  he's  impressed  by 
management,  and  despite  the  earnin 
fall,  Cutler  expects  sales  to  keep  on 
ing.  So  he  sees  earnings  climbing 
year  to  75$  a  share  from  the  estimat|() 
57$  in  1991. 

One  stock  that  has  held  up  quite 
after  its  initial  offering  is 
Books,  which  was  priced  at  $3  a  shai 
The  stock,  which  has  risen  to 
should  hit  $9  in  the  next  6  to  12  mon 
says  Cutler,  who  expects  Intervis 
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ANALYSIS  LIKE  IN  THE  HOT  IPO  MARKET 


Stocks 

IPO 
date 

Price 

High  Current 
price* 

HOMEOCO  Home  health  care 

May  2 

15 

23 1/4 

231/4 

INTEGRATED  CIRCUIT  SYSTEMS 

Semiconductor  chips 

June  20 

81/4 

10 

10 

»(j!TERViSUAL  BOOKS  Pop-up  boolcs 

Dec.  4 

3 

41/4 

41/4 

f,'  TTIE  SWITZERLAND  Caribbean  retailer 

July  18 

12 

173/4 

13 

mXUM  HEALTH  Medical  imaging 

Sept.  20 

12 1/2 

13% 

10 1/8 

NlltMPMIS  Billing  for  hospitals 

Oct.  9 

12 

183/4 

16 

Stocks 


IPO 
dote 


Price 


High 


Current 
price' 


MOBLEY  ENVIRONMENTAL  SERVICES 

Waste  cleanup 


Sept.  25       1 1 


131/2  8 


MONROE  MUFFLER  BRAKE  Repair  shops       July  30       1 6 


171/2  n 
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RIDDELL  SPORTS  Football  helmets 


June  27 


8 


93/4  8V8 


SAGE  ALERTING  SYSTEMS 

Warnings  for  chemical  plants 


Oct.  29 


23/8 


UNITED  AMERICAN  HEALTH  CARE 

HMO  management  services 


Apr.  30 


121/2  61/8 


DATA:  BW  SURVEY,  BRIDGE  INFORMATION  SYSTEMS  INC. 


As  of  Dec.  17! 
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STRATEGIES  FOR  STC  j;.:;^,,.,. 


ngs  to  leap  to  40$  a  share  next  year 
an  estimated  20$  in  1991  and  1990's 
The  company  produces  childrens 
p  hooks  and  books  on  ttipe  for  such 
mers  as  Walt  Disney  Co.  and  Na- 
I  (ieo}j;raphic  Society, 
long  retailers,  an  II'O  that  gained 
attention  was  Little  Switzerland, 
1  operates  17  boutiques  in  the  Ca- 
an  and  sells  luxury  items  including 
ry,  Rolex  and  Omega  watches,  and 
nthal  and  Waterford  glassware, 
company  went  public  in  July  when 
!  &  Country  magazine  spun  out  to 
iul)lic  68'a  of  its  interest  at  $12  a 
After  hitting  $17.75,  the  stock  de- 
1  and  is  now  down  to  $13.  One  at- 
on  is  Little  Switzerland's  handsome 
jrofit  margin  on  sales. 
G  STAR.  "Little  Switzerland  is  in  a 
th  business,"  says  analyst  Marga- 
.  Gilliam  of  First  Boston  Corp.,  who 
^es  the  company  can  expand  both 
roduct  offerings  and  geographical 
Little  Switzerland  is  still  a  small 
lany,  says  Gilliam,  and  it  has 
th  potential  on  the  order  of  207< — a 
that  can  be  easily  financed  inter- 
as  the  compaiiy  is  in  a  cash  busi- 
'  with  practically  no  debt  outstand- 
5he  figures  it  will  earn  $1  per  share 
s  year  that  ends  Feb.  28,  1993,  up 
an  estimated  80$  in  fiscal  1992,  and 
1  fiscal  1991. 

alyst  Leonard  S.  Yaffe  of  Mont- 
iry  Securities  in  San  Francisco  is 
ng  the  drums  for  Maxum  Health,  a 
der  of  mobile  medical  diagnostic  im- 
[  and  therapeutic  services  to  some 
lospitals  and  3,600  physicians  in  22 
3.  It  went  public  on  Sept.  20  at 
0  a  share  and  jumped  to  nearly  $14 
V  days  after.  The  stock  has  since 
)ed  to  about  $10,  but  Yaffe  thinks  it 
ry  cheap  for  a  company  thriving  in 
rket  that's  growing  at  a  yearly  207f 
%  rate.  He  expects  Maxum  to  earn 

a  share  next  year — after  two  con- 
ive  years  of  being  in  the  red. 
Idell  Sports  is  the  rising  star  in  the 
growing  market  for  sports  equip- 
.  The  company  is  the  largest  U.  S. 
ifacturer  of  football  gear,  including 
sts  and  other  equipment.  In  April, 
i\\  entered  into  a  five-year  exclusive 
;ing  pact  with  the  National  Football 
ue  for  the  Riddell  trademark  to  ap- 

on  the  front  center  and  on  chin 
s  of  each  Riddell  helmet  worn  by 
jlayers.  Some  pros  think  the  stock, 
'Utly  below  the  $8  offering  price,  is 
)  based  on  Riddell's  niche  markets. 
;  true  that  IPOs  aren't  for  the  faint- 
ed. But  patient  investors  who  can 

with  volatility  could  do  well.  "The 
itial  thing,"  says  Mescal,  is  "to 
■  what  you're  buying." 

By  Gene  G.  Marcial  in  New  York 


ere  To  Invest  continues  on  page  124 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  ¥rom  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-221-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  NY  1 1797-2087. 

OlY^MPUS 

Pearlcorder 


MICROC  AS56TT6  RECORDERS 


JANUS  RETIRES 
YEARLY  IRA  FEES! 


They  show  up  every  year  on  your 
retirement  account  statements.  A 
little  note  appears  under  the  head- 
ing "Maintenance  Fee"  and  just  like 
that,  a  part  of  what  you've  saved  all 
year  disappears  from  your  balance. 

But  with  a  Janus  Lifetime  IRA^" 
account,  you  pay  a  one-time  fee  of 
$100  and  that's  it.  You'll  never  see 
another  maintenance  charge  as  long 
as  you  keep  a  retirement  account 
with  us. 

it's  an  excellent  long-term  value. 
And  the  Janus  Lifetime  IRN'^  fee  can 


be  applied  to  any  type  of  retirement 
program -iFl\s,  SEPs,  profit  sharing 
or  money  purchase  pension  plans, 
and  Section  403(b)(7}  plans. 

The  Janus  Lifetime  IRA^'^  is  a  great 
opportunity  if  you  have  been  think- 
ing about  opening  a  new  IRA  or 
transferring  an  existing  one  to 
Janus.  Send  for  your  enrollment 
form  and  a  prospectus  containing 
more  complete  information  today. 
And  put  annual  retirement  account 
maintenance  fees  out  to  pasture 
for  good. 


Iyi 


JANUS  FUNDS 

P.O.  Box  173375.  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  606 


VCC  '  ^"'J'd  '■'^^  to  know  more  about  the  Janus  Funds  and  the  J;uius 
TES  ~  Lifetime  IRA''^!  Please  read  the  prospectus  carefully  before  you 

■ invest  or  send  money. 
Name   


.City/State/Zip_ 


1 

-  I 


■ Check  fund  choice:  □  Janus  Growth  &  Income  Fund  U  Janus  Worldwide  Fund  □  Janus  Fund  I 

J  Janus  Twenty  Fund  □  Janus  Flexible  Income  Fund  'J  Money  Market  Funds  I 
J  Janus  Intermediate  Government  Securities  Fund 

■  Send  to:  Janus  Funds,  P.O.  Box  173375,  Denver,  CO  80217-3375  ■ 

I  1-800-525-8983  Ext.  606  BW606  I 


lES  FOR  STOCKS 


BUSINESS  WEEK/DECEMBER  30,  1991  77 


AN  ENVIRONMENTAL 

REVOLUTION 
FRCM  TOP  TD  BOTTOM 


Something  enlightening  is 
taking  place.  A  historic  partnershi] 
between  the  federal  government 
cind  America's  business  communil 
to  protect  the  environment  by 
promoting  the  use  of  revolutionary 
lighting  technologies  that  reduce  pifalJ 
pollution. 

Green  Lights,  a  voluntary 
corporate  initiative,  encourages  the  I  --isi 


use  of  energy-efficient  lighting 
where  it  is  profitable  and  where 
lighting  quality  is  improved. 
Through  this  initiative,  over  150 
major  corporations  have  already 
agreed  to  reduce  emissions  of 
greenhouse  gases  and  help  curb 
acid  rain  and  smog  by  voluntarilv 
upgrading  their  lighting  systems. 

To  learn  more  about  the 
environmental  benefits  of  energy- 
efficient  lighting  and  how  you  and 
vour  company  can  profit  from  it, 
call  (202)  479-6936.  Or  write.  Green 
Lights,  U.S.  Environmental  Protectio, 
Agency,  Global  Change  Division,  40 
M  St.  S.W.  (ANR-445),  Washington 
D.C.  20460.  The 
environment  and 
your  accountants 


IN 


?1 


■Z- 


can  breathe  a 
little  easier. 
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NVIRONMENTALLY  ADVANTAGED  TECHNOLOGIES 
FOR  ECONOMIC  GROWTH 


1 


resented  in  cooperation  with  the 


esources  Institute 


Last  year,  President  Bush  was  the  first  head  of  state  to  address  the  United  Nations 
Intergovernmental  Panel  on  Climate  Change.  He  said:  "Economic  growth  and  environ- 
mental integrity  need  not  be  contradictory  priorities.  One  reinforces  and  complements 
the  other.  Strong  economies  allow  nations  to  fulfill  the  obligations  of  environmental 
stewardship."  Balancing  the  ethic  of  stewardship  with  the  imperative  of  sustainable  eco- 
nomic growth  is  a  necessary  policy  investment  that  will  benefit  generations  to  come. 

By  focusing  on  the  interdependence  between  our  environment  and  the  economy, 
the  President  has  worked  to  preserve  our  natural  heritage  and  to  harness  the  genius  of 
business  to  sustain  and  improve  our  environment.  To  cite  just  a  few  milestones,  the 
President  urged  and  then  signed  the  market-oriented  Clean  Air  Act  of  1990.  He  has 
expanded  America's  treasury  of  national  parks,  coastal  marine  sanctuaries,  and  recre- 
ation areas.  And  he  has  made  it  clear  that  he  will  enforce  the  laws  that  make  polluters 
accountable  for  their  actions. 

The  Department  of  Commerce  has  supported  the  President  in  these  efforts.  The 
National  Oceanic  and  Atmospheric  Administration  (NOAA),  our  largest  bureau,  has, 
for  example,  been  working  to  protect  marine  species  like  dolphins  and  sea  turtles  - 
creatures  that  date  from  before  man's  time  on  this  planet  -  by  developing  technologies 
to  preserve  them  and  treaties  to  protect  them.  The  International 
Trade  Administration  has  led  environmental  trade  missions  that 
have  resulted  in  important  new  markets  for  American  technolo- 
gies, especially  in  Eastern  Europe.  We  have  been  working  with 
our  counterparts  in  Mexico  to  expand  our  joint  economic  and 
environmental  programs.  And  in  September,  the  Technology 
Administration  joined  the  business  community  in  hosting,  with 
the  Department  of  Energy  and  the  Environmental  Protection 
Agency,  the  first  in  a  series  of  conferences  called  "The  Challenge 
of  the  Environment:  New  Technologies,  New  Market." 

After  the  coalition  victory  in  Operation  Desert  Storm,  I  trav- 
eled to  Kuwait  in  the  first  delegation  of  U.S.  business  leaders 
and  scientists.  We  were  horrified  by  the  devastation,  but  we 
also  saw  the  opportunity  for  Americans  to  help  rebuild  Kuwait.  Six  months  later,  the 
last  of  over  700  fires  at  well  heads  was  extinguished.  Technology  developed  on  the 
spot  stemmed  the  fires  a  full  year  sooner  than  the  experts  had  believed  was  possible. 

American  business  people  played  a  key  role  in  that  effort,  just  as  they  do  in  every 
other  aspect  of  the  global  marketplace.  At  a  time  when  the  United  Nations  and  other 
multilateral  organizations  are  seeking  solutions  to  the  environmental  problems  we  face 
around  the  world,  the  American  private  sector  will  supplement  the  efforts  of  govern- 
ment in  building  the  partnerships  that  will  mobilize  financial  resources  and  technical 
knowhow  to  assure  a  secure  and  healthy  future  for  all  the  world's  people. 

The  President  has  said:  "We  must  protect  our  planet  for  our  children  and  their  chil- 
dren." The  American  business  community  is  a  key  player  in  the  team  that  is  achieving 
cooperative,  market-driven  global  stewardship.  ^ — > 


Robert  A.  Mosbacher 
Secretary  of  Commerce 


The  latest  development  in 
advanced  technology: 

Back  to  Nature^ 

fit  Mi 


NKK 


NKK  CORPORATION 


Headquarters:  Tokyo 

U.S.  Subsidiarv:  NKK  America  Inc  ,  New  York,  Washington  DC  , 
Detroit,  Houston,  Los  Angeles.  Santa  Clara 

U.S.  Affiliates:  National  Steel  Corp  ,  International  Light  Metals  Coi 
Principal  Overseas  Offices:  Vancouver,  Rio  de  Janeiro,  London, 
Dusseldorf,  Rotterdam,  Bei|ing,  Hong  Kong.  Bangkok, 
Singapore,  Jakarta,  Taipei,  Al-Khobar 


In  nature,  nothing  goes  to  waste.  By-products  from 
one  organic  process  form  the  essential  ingredients 
for  another — and  so  it  goes,  around  and  around  the 
ecosystem.  NKK  is  applying  these  same  principles  at 
our  new  steelworks,  minutes  from  downtown  Tokyo. 

The  steel  plant  recycles  waste  heat  and  by-product 
gases  to  reduce  fuel  consumption  and  CO2  emissions, 
'  and  recirculates  over  95%  of  the  water  it  uses. 

The  by-products  from  manufacturing  are  recycled 
as  reactants  in  the  plant's  state-of-the-art  flue-gas 
scrubbing  systems.  As  a  result,  sulfur  and  nitrogen 
''^i^xide  emissions  are  far  below  already  stringent 

municipal  limits  and  among  the  lowest  of  any  major 
steel  plant  in  the  world. 

Compounds  removed  by  the  scrubbers  r^re  recycled 
into  fertilizers  and  other  useful  products.  Furthermore. 
99.5%  of  all  waste  products  are  recycled,  saving 
resources  and  underscoring  NKK's  commitment  to 
clean  air  and  water 

"Clean  and  Green"  industrial  processes  developed 
by  NKK  are  showing  that  nature's  own  principles  can 
enhance  today's  technology...  for  greater  harmony 
with  the  environment. 
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The  1990s  are  witnessing  change  at  a  breat  ^ 
less  rate.  The  world's  political  map  shifts  dai 
in  response  to  developments  in  Eas 
Europe,  the  Soviet  Union,  and  Afric 
Economic  systems  barrel  toward  true  globi 
ization.  Nations  are  dismantling  the  nuc 
arsenals  that  darkened  the  latter  half  of  tl 
20th  centur\\  In  the  face  of  such  muscul 
activit)',  a  third  element  —  the  need  to 
serve  the  environment  —  has  joined  t 
political  and  economic  forces  that  defi 
global  securit)'. 

These  changes  pen.'ade  business-as-usu; 
WTiile  world  leaders  debate  whether  to  tal 
bold  polic}'  steps  that  will  case  the  pressur 
so  overtaxing  the  global  environment,  ind: 
tr\''s  leaders  are  acting  to  meet  a  dual  cha 
lenge:  the  public  s  growing  concern  about  tl 
environment  and  unrelenting  competition 
the  world  marketplace. 

Some  responses  are  prompted  by  regulati' 
and  law,  but  many  businesses  are  taking  stq 
that  far  surpass  what  is  required.  They 
reducing  wastes,  streamhning  production,  ar 
focusing  on  quality.  The  result?  A  clean 
environment,  reduced  energy  use,  improve 
efficiency,  and,  best  of  all,  greater  profit. 

Such  signs  of  progress  are  heartenin 
because  this  final  decade  of  the  century,  maiP^ 
believe,  may  be  our  last  chance  to  avert  en\  ^' 
ronmental  damage  so  severe  that  future  ge;  ifsi^ 
erations  will  be  unable  to  meet  basic  requir 
ments  for  food  and  energy.  When  the  199# 
began,  the  planet  was  home  to  5-2  billic 
people,  and  the  world  economy  was  S 1 6  tri 
lion.  By  the  middle  of  the  next  century,  po| 
ulation  is  expected  to  double,  with  dispropo 
tionate  growth  in  developing  nations,  and  tl 
world  economy  will  increase  fivefold. 

In  most  developing  countries,  poverty 
the  root  cause  of  environmental  degradatio 
Understandably,  many  poor  nations  a 
expanding  their  industrial  base  so  that  thi 
can  raise  per  capita  income.  This  growti 
while  necessar)',  is  certain  to  increase  coi 
sumption  of  fossil  fuels,  the  major  source 
greenhouse-gas  emissions.  Such  an  increa- 
will  heighten  the  already-troubling  likelihoi 
of  global  warming  and  climate  change,  as  ca  t 
bon  dioxide  and  other  heat-trapping  gasi 
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:mue  to  accumulate 
le  atmosphere, 
idustrialized  nations 
e  the  responsibihty 
:he  world's  environ- 
tal  ills  because  their 
drive  to  prosperity 
fueled  by  wasteful 
nologies  that  filled 
atmosphere,  soil, 
waterways  with  poi- 
nts. A  progressive 
ude  (as  well  as  new 
rnational  policies) 
ird  transferring  and 


additional  25%.  In  many  cases,  these  solu- 
tions cost  little  or  may  even  save  money. 
Moreover,  attention  to  environmental  con- 
cerns reduces  the  cost  of  waste  treatment  and 
cleanup,  liability,  and  penalties. 

The  positive  benefits  of  being  "green"  are 
causing  the  goals  of  environmentalists  and 
CEOs  to  converge  in  ways  undreamed  ol  a  few 
years  ago.  In  several  instances,  such  as  the 
effort  to  relormulate  gasoline  and  other  Riels 
to  meet  the  1990  Clean  Air  Act  requirements, 
industry  is  helping  to  develop  the  very  rules  by 
which  it  is  regulated. 

More  than  220  senior  executives  represent- 
ing more  than  15  different  industries  recently 
responded  to  a  survey  conducted  by  Booz, 
Allen  &  Hamilton.  The  proportion  who 
believe  environmental  issues  are  "extremely 
important"  to  their  company  has  increased 
nni  ••       1         P .       r  1    •        «  "  •        ,/  /      threefold  in  the 

1  he  positive  benefits  of  being  green  are  causing  the  goals 


GE  scientists  work  with 
simulated  river  bottom  conditions. 


tem  —  what  occurs  in 
one  part  can  have  severe 
repercussions  in  another. 
I  he  effects  of  isolated 
actions  such  as  felling  a 
tree,  irrigating  a  field,  or 
dousing  charcoals  with 
lighter  fluid  may  converge 
into  a  powerful  force  that 
translates  into  long-lasting 
degradation  of  the  global 
environment:  deforesta- 
tion, soil  erosion,  and 
global  warming. 

People  also  are  grow- 


ising  the  best  technologies  available  are  ing  more  resentfiil  about  the  mess  in  their  own 
led.  Only  then  can  developing  nations  backyards.  Landfills  for  hazardous  waste  and 
those  reorganizing  in  Eastern  Europe  ordinary  trash  are  filling  up,  and  no  one  wants 
d  the  mistakes  that  created  today's  envi-  a  new  one  in  the  neighborhood.  People  don't 
nental  mess.  We 
d  to  slow  and 
1  reverse 


pollution  of  environmentalists  and  CEOs  to  converge  in  ways  ^^^^^^^^  ^^^^  _  because 


resource  depletion  while  trying  to  meet 
other  long-term  objective  —  large 
sases  in  economic  activity, 
he  goal  is  daunting,  some  would  say 
ossible.  But  amid  the  difficulty  lies  great 
ortunity.  This  fact  is  not  lost  on  busi- 
leaders. 

he  articles  in  the  following  pages  explore 
e  of  the  most  exciting  ways  in  which 
istry  is  changing.  More  companies  in  the 
ted  States,  Japan,  and  Europe  are: 
reamlining  processes  and  reusing  materi- 
s,  with  a  goal  of  zero  wastes 
irging  new  technologies  —  information, 
iotechnology,  and  advanced  materials  — 
lat  reduce  environmental  problems  while 
icreasing  economic  productivity 
;veloping  or  using  renewable  sources  of 
lergy  that  must  eventually  supplant  our 
:liance  on  fossil  fuels.  Astonishing 
Ivances  in  renewable  energy  technologies 
re  slashing  their  costs,  making  energy 
om  the  sun,  wind,  water,  and  plant  mat- 
;r  more  competitive  with  traditional 
ower  sources. 

he  motives  behind  these  developments  are 
truistic  as  concern  for  generations  to  come 

as  mundane  as  a  balance  sheet.  Both  are 
1.  Business  leaders  are  increasingly  aware 

the  earth  operates  as  a  single,  unified  sys- 


past  two  years.  The 
performance  of  the  environmental 
programs  is  mixed  —  largely  because 
most  of  the  efforts  were  launched  within 


/  1     r     r  most  or  tne  errorts  were  launcnea  witnm 

undreamed  of  a  few  years  ago.        ,      ,  tu 

J      J       J  the  past  several  years.  1  he  executives  are 


like  to  breathe  toxic  fumes  pumped  from  the 
local  factory.  These  days,  consumers  favor 
companies  and  products  with  reputations  for 
environmental  responsibility,  and  they  express 
their  views  through  their  billfolds,  as  well  as 
with  their  votes. 

Companies  are  taking  heed.  Many 
improvements,  it  turns  out,  can  be  made 
with  technology  available  right  now.  The 
Office  of  Technology  Assessment  (OTA)  esti- 
mates that  existing  technology  could  prevent 
50%  of  all  industrial  wastes,  and  that  research 
and  development  could  do  away  with  an 


Southern  California  Edison's  Solar  Thermal 
Central  Receiver  Pilot  Plant  near  Barstow,  Calif. 


f;jr  from  satisfied  and  are  acting  to  improve 
the  way  their  companies  manage  environ- 
mental risk  and  opportunity. 

One  way  to  do  this  is  to  integrate  environ- 
mental management  into  the  basic  design  of 
transportation  and  energy  systems,  farms,  fac- 
tories, and  products.  Taking  the  lead  from  the 
lean  production  techniques  pioneered  by  some 
highly  efficient  Japanese  firms,  American  com- 
panies are  exploring  processes  that  reduce 
labor,  waste,  and  manufacturing  delects. 

The  companies  most  successful  in  meet- 
ing their  environmental  goals  are  those 
whose  top  managers  make  a 
genuine,  public  commit- 
ment to  reducing  waste  and 
increasing  efficiency.  Some 
policy  changes,  such  as 
requiring  prices  of  goods 
and  services  to  reflect  envi- 
ronmental costs,  would  spur 
the  needed  technological 
transformation.  In  the 
meantime,  the  government 
is  encouraging  environmen- 
tally sound  practices  in  sub- 
tler ways  —  and  rewarding 
those  companies  that  follow 
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Nobody  cleans  water  better  than  nature. 


Nature  cleans  her  own 
environment.  Natural 
waste  in  water  provides 
food  for  microscopic 
organisms. 

In  a  bioreactor  equipped 
with  a  "Siran "  carrier,  bac- 
teria use  nature's  way 
to  clean  even  the  most 
heavily  contaminated 
industrial  sewage. 


Nowhere  is  the  sea  as  clear  and 
clean  as  around  an  atoll  -  a  coral 
reef  that  acts  like  a  giant  natural 
sea  water  purification  plant.  The 
denizens  of  its  innumerable 
nooks  and  crannies  inhabit  an 
environment  which  has  a  very 
simple  solution  to  waste  prob- 
lems. It  operates  on  the  principle 
that  one  man's  poison  is  another 
man's  meat.  What  larger  crea- 
tures reject  is  literally  food  and 
drink  to  the  reef's  micro-organ- 
isms and  bacteria. 

 Schott  took  its  cue  from 

nature  when  developing  "Siran" 
carriers  made  of  open-pored 
sintered  glass  for  purifying  sew- 
age. Just  like  the  coral  reef, 


Siran's"  tiny  pores  offer  bacte- 
ria a  perfect  environment  for  pro- 
tection and  nourishment.  And 
the  bacteria  pay  their  way  in  kind. 
As  they  munch  their  way  through 
even  the  most  heavily  contami- 
nated industrial  sewage  they 
produce  their  own  waste  -  valu- 
able bio-gas. 

 They  effectively  clean  up 

the  environment  with  a  bonus  for 
the  economy. 

 "Siran"  carriers  available 

from  Schott  America  are  just  one 
example  of  how  Schott's  innova- 
tive development  responds  to 
specific  needs.  Because  in  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 


Schott  worldwide: 


50,000  products,  50  production 
facilities,  represented  in  more 
than  100  countries,  with  over 
$  1.5  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  42,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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igh  by  widely  publicizing  the  results.  In 
/ein: 

le  Environmental  Protection  Agency's 
iluntary  "33/50"  program  so  far  has 
spired  more  than  250  companies  to  corn- 
it  to  halving  their  emissions  of  17  toxic 
emicals  by  1995. 

undreds  of  corporations  and  utilities  have 
;ned  up  for  EPA's  Green  Lights  program 
install  more  energy-  efficient  lighting. 


•  The  Malcolm  Baldrige  National  Quality 
Award  recognizes  companies  that  instill 
"total  quality"  ethics  in  their  operations, 
and  is  one  of  the  most  hotly  sought  honors 
in  American  business. 

The  changes  described  here  are  in  their  early 
stages.  Most  companies  still  adhere  to  out- 
moded philosophies  and  production  methods, 
and  of  those  trying  to  revamp  their  companies, 
many  find  the  going  rough.  But  from  giants 


like  Dow,  Monsanto,  and  Ford  to  innovative 
startups,  change  is  in  the  works.  They  find 
they  can  do  more  with  less,  and  make  money 
to  boot. 

The  technological  transformation  detailed 
in  this  section  carries  the  seeds  of  a  second 
industrial  revolution.  How  will  the  world  look 
as  the  new  century  begins?  More  crowded 
perhaps,  but  cleaner,  more  secure,  safer,  and 
certainly  more  promising. 


The  First  Earth  Summit 


by  Maurice  Strong,  Secretary  General, 
The  U.  N.  Conference  on  Environment  &  Development 

iias  ii^Loine  increasingly  evident  that  the  patterns  of  eco-  the  energy  content  of  a  unit  of  gross  national  product  by 
lomic  growth  tnat  have  produced  such  unprecedented  lev-  about  one-third  and  effected  similar  reductions  in  raw  materi- 
als of  wealth  in  industrialized  countries  are  not  sustainable  al  use.  These  measures  have  yielded  for  Japan  a  new  genera- 
tion of  competitive  advantage  and  has  led  to 
recognition  by  Japanese  industry  that  the  next 
growth"  is  precisely  what  we  will  get  if-  cur-  '^^^^^l   major  wave  of  industrial  opportunity  will  be 


ither  environmental  or  economic  terms, 
growth"  is  not  an  acceptable  option.  But 


wasteful  and  environmentally  destructive 
/th  practices  persist. 

)r  economic  growth  to  continue,  industrial- 
countries  must  take  the  lead  in  effecting 
)r  shifts  in  economic  behavior  and  in  pat- 
s  of  production  and  consumption.  They 
:  created  and  have  been  the  principal  bene- 
ries  of  the  current  growth  model,  which  has 
n  rise  to  growing  risks  to  human  survival  and  well-being 
:h  rich  and  poor  alike  must  bear. 

we  accounted  realistically  for  current  growth  practices,  it 
Id  be  clear  that  much  of  the  wealth  they  produce  really  rep- 
its  a  running  down  of  the  earth's  natural  capital.  This  sim- 
cannot  continue.  Like  any  business  that  fails  to  provide  for 
reciation,  amortization,  and  maintenance.  Earth  Inc.  is 
er  liquidation  headed  towards  bankruptcy. 

is  for  these  reasons  that  leaders  of  the  world,  when  they 
er  in  Rio  de  Janeiro  in  June,  1992,  for  the  Earth  Summit, 

have  before  them  a  series  of  measures  designed  to  effect  a 
lamental  shift  in  our  economic  life  and  in  the  underlying 
ars  that  motivate  it.  They  would  move  the  world  commun- 
)nto  a  new  growth  pathway  that  is  sound  and  sustainable  in 
1  environmental  and  economic  terms.  Technology  is  an 
spensable  key  to  this  transition. 

lany  business  leaders  have  reacted  defensively  to  the  envi- 
nental  challenge.  Others  have  realized  the  opportunities  it 
ents.  The  experience  of  Japan  is  illustrative.  Through  a 
ibination  of  stringent  regulatory  standards  and  generous 
mtives  to  its  industry,  Japan  has  succeeded  in  reducing 
lestic  air  and  water  pollution  to  a  greater  extent  than  any 
;r  industrialized  country.  At  the  same  time,  it  has  reduced 


environmentally  driven.  This  is  likely  to  be 
increasingly  reflected  in  the  activities  of 
Japanese  companies  internationally  as  Japan 
moves  towards  the  kind  of  leadership  in  the 
environmental  field  that  it  has  already 
achieved  economically. 

While  industrialized  countries  must  take  the 
lead  in  making  the  transition  to  sustainability 
in  their  own  societies,  this  will  clearly  not  be  enough  to  save  the 
planet.  Almost  four-fifths  of  the  people  on  our  earth  live  in 
developing  countries.  There  is  no  way  we  can  envisage  a  secure 
and  sustainable  future  for  industrialized  societies  if  the  majority 
of  the  world's  people  continue  to  he  caught  up  in  a  vicious 
cycle  of  poverty  and  unsustainable  patterns  of  development. 
They  will  have  neither  the  means  nor  the  will  to  join  us  in  pro- 
tecting the  future  of  the  planet  unless  they  have  access  to  the 
capital  and  technologies  they  require  to  revitalize  their 
economies  on  an  environmentally  sound  basis. 

This  is  clearly  in  our  interest.  Some  of  the  most  essential  and 
cost-effective  investments  in  global  environmental  security  will 
be  in  developing  countries  and  the  environmentally  devastated 
economies  of  the  Soviet  Union  and  Eastern  and  Central 
Europe,  and  some  of  the  best  opportunities. 

Industry  will  be  in  the  vanguard  of  the  fundamental  shift  in 
direction  and  priorities  to  which  the  decisions  of  the  Earth 
Summit  are  expected  to  give  rise.  No  one  event  can  be  expected 
to  do  it  all.  But  this  unique  gathering  of  world  leaders  in  the 
first  Earth  Summit  ever  provides  a  unique  opportunity  to  lay 
the  foundations  for  the  changes  in  our  economic  life  which  will 
set  us  on  the  course  to  a  more  secure,  sustainable  and  promising 
future. 
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ZERO:  PROFITS  ONE 


"Environmental  programs  that  focus  on  the  end  of  the  pipe 
or  the  top  of  the  stack,  on  cleaning  up  after  the  damage  is  done,  are  no 

longer  adequate.  We  need  new  policies,  technologies,  and  processes  thi 
prevent  or  minimize  pollution — that  stop  it  from  being  created  in  the  first  place. " 

President  George  Bu 
October,  1990 


The  conclusion  is  inescapable:  Maintaining 
global  economic  growth  without  environ- 
mental compromise  means  developing  pro- 
cesses that  produce  less  pollution  per  unit  of 
product.  But  how? 

As  an  increasing  number  of  U.S.  indus- 
tries have  begun  to  realize,  the  President's 
challenge  to  stop  pollution  at  its  source 
rather  than  clean  it  up  later  offers  an 
unprecedented  opportunity  to  wed  business 
and  environmental  goals.  The  reason? 
Pollution  prevention  ultimately  saves 
money;  it  is  good  for  profits  as  well  as  the 
environment. 

DuPont's  experience  at  its  Richmond 
(Va.)  plant  is  a  case  in  point.  When 
DuPont  instituted  a  comprehensive  waste- 
reduction  program  at  this  facility  last  year, 
it  was  motivated  not  only  by  the  substantial 
cut  in  air  emissions  and  hazardous  wastes  it 
would  realize  but  also  by  the  money  these 
improvements  would  save,  both  in  lower 
waste-disposal  fees  and  solvent  costs. 
Through  use  of  new  technology,  process 
redesign,  and  computerized  process  con- 
trols, the  plant  reduced  the  hazardous  waste 
it  generated  by  80%,  cut  chloroform  emis- 
sions by  70%,  and  eliminated  50%  of  its 
tetrachloroethylene  emissions — all  while 
saving  some  $3  million  a  year. 

While  traditional  approaches  to  pollution 
control — scrubbers,  incinerators,  filters,  and 
other  "end  ot  the  pipe"  technologies — repre- 
sent an  add-on  expense,  the  prevention 
option  is  based  on  increased  process  efficien- 
cy and  is  thus  inherently  thrifty.  Greater  pro- 
cess efficiency  means  not  only  less  wastes,  but 
more  product  per  unit  of  raw  material  con- 
sumed— an  equation  that  leads  directly  to  a 
company's  bottom  line. 


This  simple  economic  truth  is  beginning  t 
transform  the  American  manufacturing  ethi 
Indeed,  it  may  well  inspire  the  proloun'i 
transformation  of  global  industrial  practice 
that  environmentally  sustainable  growtiij 
demands.  It  also  dovetails  nicely  with  th|| 
realization  in  corporate  boardrooms  that  evji 
dence  of  environmental  responsibility  is 
requisite  for  business  success  in  the  '90s. 

This  convergence  of  factors  has  prompte 
a  surge  of  corporate  commitments  to  ct 
toxic  emissions  substantially  in  the  shoi 
term,  with  the  ultimate  goal  of  eliminatin 
them  altogether.  The  list  of  those  wit 
announced  plans  to  cut  emissions  include 
some  of  the  nation's  largest  manufacturer: 
Monsanto,  DuPont,  3M,  and  Dow,  amon 
many  others.  Some  250  companies,  reprc 
senting  a  significant  percentage  of  the  cour 
try's  toxics  releases,  have  signed  on  to  th 
EPA's  new  33/50  program.  In  a  significar 
departure  from  EPA's  usual  regulatory  rolt 
the  33/50  program  calls  for  voluntary  emii 
sions  cuts  of  33%  by  1992  and  50%  b 
1995,  with  further  reductions  to  be  negoti 
ated  later. 

m  PRICE  Of  WASTt 

The  goal  of  zero  emissions — or,  mor 
properly,  zero  wastes — is  long  overdue.  Wast 
and  toxics  generated  in  the  U.S.  have  reache 
staggering  proportions:  The  EPA  estimate 
that  some  5.7  billion  pounds  of  toxic  sub 
stances  were  released  into  the  air  or  water  c 
trucked  to  landfills  in  1989,  the  last  year  fo 
which  official  estimates  are  available. 

Yet  this  toxic  output  need  not  be  nearly  si 
massive.  The  congressional  Office  o 
Technology  Assessment  (OTA)  estimated  ii 
1986  that  fully  half  of  all  industrial  wast 


"Smokestack"  industry  is  the  heart  of  American  manufacturing.  The  problem  is:  How  do  you  cut 
down  the  smoke  without  shutting  down  the  stack?  One  of  the  most  practical  solutions  is  also  one 
of  the  most  efficient  and  economical.  Natural  gas.  It's  the  cleanest  of  all  fossil  fuels,  reducing  the 
emission  of  virtually  all  air  pollutants— CO,  CO2,  NOx,  SO2  and  particulates— from  roughly  30%  to 
more  than  99%,  depending  on  the  fuel  replaced.  Better  still,  it's  the  most  efficient  fuel  to  burn.  So  it 
can  help  industry  meet  new  clean  air  standards— and  remain  competitive.  Best  of  all,  our  abundant 
supply— plus  over  a  million  miles  of  pipeline  to  deliver  it— stack  the  energy  future  in  America's  favor 


Use  natural  gas.  We'll  all  breathe  easier. 
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outputs  could  be  prevented  with  existing 
technology.  A  further  25%  could  probably 
be  eliminated  with  some  successful  R&D, 
OTA  suggested. 

Moreover,  managing  wastes  is  expensive — 
and  becoming  more  so,  as  restrictions  on 
environmental  releases  tighten  and  cleanup 
costs  skyrocket.  Disposal  fees  for  hazardous 
wastes  have  risen  as  much  as  300%  over  the 


past  decade  alone,  approaching  $2,000  per 
ton  for  some  wastes.  The  EPA  estimates  that 
each  year  the  nation's  industries  and  munici- 
palities spend  $120  billion  to  treat  or  con- 
tain wastes. 

Worse  still  are  the  costs  of  potential  liabili- 
ty for  wastes  that  go  astray.  Chevron  Corp.  in 
San  Francisco,  for  example,  has  set  aside 
$750  million  of  before-tax  reserves  for  future 


cleanup  costs  associated  with  the  14( 
Superfund  sites  it  shares  some  responsibilitj 
for — sites  contaminated  with  disposal  prac 
tices  long  since  discontinued  but  whos( 
effects  linger  on. 

An  additional  prod  for  industr)'  to  embrac( 
the  pollution-prevention  ethic  came  fron 
federal  disclosure  laws,  effective  in  1987 
requiring  a  public  accounting  nt  all  toxi^» 


Sustainable  Development  -  Why  industry  should  take  the  lead 

by  Stephan  Schmidheiny,  Chairman 
Business  Council  for  Sustainable  Development 


Humanity  has  yet  to  map  out  paths  of  progress  that  will  meet 
the  needs  of  those  alive  today  without  compromising  the 
ability  of  future  generations  to  meet  their  needs  -  the  basic 
definition  of  sustainable  development.  But  such  progress  is  sure  to 
require  an  increase  in  production  in  order  to  satisfy  the 
increasing  needs  of  growing  populations,  particularly 
in  the  developing  world. 

In  order  to  meet  this  challenge,  production  must 
become  more  resource-efficient  -  adding  more  value 
while  using  less  energy  and  raw  materials  and  releasing 
less  pollution.  This  will  require  the  redesign  of  both 
products  and  production  processes,  and  it  will  require 
manufacturers  to  consider  the  entire  life  cycles  of  their 
products.  Fundamental  changes  are  needed  not  only  in 
products  but  also  in  management  strategy  and  tactics, 
in  marketing,  and  in  financing. 

Those  changes  demand  innovation,  research,  and  investment. 
Leadership  is  required,  and  business  and  industry  have  the  knowhow 
and  research  capacity,  as  well  as  human  and  financial  resources,  to 
provide  that  leadership.  Industry,  however,  needs  the  right  signals 
from  the  markets,  in  particular  prices  that  increasingly  reflect  the  full 
costs  of  goods  and  services,  including  the  environmental  costs  of  pro- 
duction, use,  and  recycling.  Thus,  business  leaders  must  work  with 
governments,  consumers,  and  environmental  groups  to  move  towards 
sustainable  development. 

I  have  become  convinced  that  environmental  care  and  economic 
growth  arc  neither  mutually  exclusive  nor  even  antagonistic  goals.  In 
fact,  the  two  g;  ■  naturally  together.  It  is  becoming  increasingly  obvious 
that  the  companies  with  the  best  environmental  strategies  are  among 
the  most  competitive,  profitable,  and  secure,  just  as  the  nations  with 
the  best  environmental  strategies  are  among  the  most  successful 
exporters. 

Companies  that  do  not  look  to  the  environment  and  to  the  needs 
of  the  future  will  face  ever-tougher  government  regulations.  More 
important,  they  will  face  increasing  pressure  from  consumers  in  the 
marketplace.  Eco-efficient  companies  will  likely  be  leading  in  the  next 
century  and  beyond,  while  those  who  go  on  doing  business  as  usual 
have  little  chance  to  survive. 

Last  }  ear,  I  was  challenged  to  put  these  convictions  of  mine  into 
action  on  a  global  scale  by  Maurice  Strong,  secretary  general  of  the 
U.N.  Conference  on  Environment  &  Development  (Earth  Summit), 
The  summit  is  seeking  the  measures  and  commitments  necessary  to 
rescue  the  world's  environment  from  a  looming  ecological  and  devel- 


opment  disaster.  Secretary  General  Strong  is  not  engaging  in  hyper- 
bole when  he  states:  "We  now  face  the  ultimate  management  chal- 
lenge -  that  of  managing  our  own  future  as  a  species." 

At  Mr.  Strong's  request,  I  accepted  the  post  as  his  principal  advisei 
for  business  and  industry.  My  mandate  charges  me  tc 
"challenge  business  to  self-examine  its  performance  aj 
it  applies  to  environmentally  sound  and  sustainabl< 
development."  Mr.  Strong,  himself  a  businessman 
emphasizes  his  dependence  on  the  business  communi 
ty  to  provide  key  ingredients  in  the  environment  anc 
development  strategies  that  he  will  put  forward  at  th( 
Rio  de  Janeiro  summit. 

To  meet  my  commitments,  I  have  sought  out 
wide  variety  of  professional  advice  and  examples.  Latt  ^ 
last  year,  I  called  upon  business  leaders  from  all  conti- 
nents -  chairmen  and  CEOs  from  both  multinational 
and  regional  companies  -  to  form  the  Business  Council  for 
Sustainable  Development.  These  executives  are  working  to  put  the 
life  and  substance  into  the  suggestions  that  we  will  then  pass  on  to 
the  secretary  general,  the  summit,  and  the  public. 

As  I  become  more  closely  acquainted  with  the  political  and  envi- 
ronmental scene,  I  am  more  convinced  that  business  now  has  a 
unique  opportunity  to  shape  the  future.  Hence  much  of  our  work  in 
the  Business  Council  has  focused  on  defining  the  essential  elements 
that  go  into  making  an  environmentally  friendly,  'eco-efficient'  com- 
pany. At  the  same  time,  we  are  trying  to  define  the  practical  workings 
of  sustainable  development  and  the  overall  governmental  and  financial 
framework  required  to  encourage  companies  to  base  their  operations 
on  both  economic  and  ecological  realities. 

We  know  that  sustainable  development  will  not  come  overnight, 
nor  is  it  ever  likely  to  be  a  steady  state.  Our  knowledge  and  our  needs 
will  constandy  change.  Thus  we  must  establish  the  fundamental  prin- 
ciples to  lead  change  in  business  and  industry  in  the  right  direction. 
The  sooner  v/e  begin,  the  more  time  we  will  have  to  learn  from  trial 
and  from  error,  to  refine  and  elaborate. 

The  conclusions  and  recommendations  of  the  Business  Council 
will  be  published  next  spring  under  the  title  Changing  Course  -  A 
Global  Business  Perspective  on  Development  and  the  Environment.  The 
book  will  be  available  to  businessmen,  governments,  and  the  public 
at  large  in  several  languages  throughout  the  world.  It  is  my  sincere 
hope  that  Changing  Course  will  influence  business  and  government 
and  will  help  to  change  the  course  of  the  world  towards  a  more  sus- 
tainable form  of  progress. 
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Clean  Air 
and  Energy  Efficiency 
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A/SA  for  recovery  of  concentrated  sulfuric  acid  of  commercial  quality 
rom  sulfurous  off-gases  such  as  flue  gas  from  utilities,  off-gases 
rom  mineral  roasters,  coal  and  oil  gasif iers,  viscose  plants  or  from 
spent  acid. 


mv 


DENOX  -  for  removal  of  nitro- 
gen oxides  from  flue  gases 
and  other  industrial  off-gases 


3N0X  -  a  process  combining 
he  WSA  and  DENOX  proces- 
ses for  the  efficient  removal  of 
litrogen  oxides  and  sulfur  ox- 
des  from  industrial  off-gases 
and  flue  gases. 
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CATOX/REGENOX  for  remo- 
val of  solvents  and  other  com- 
bustibles (VOC's)  in  air  and 
off-gases. 


Clean  Fuels  -  technologies  for 
production  of  reformulated 
gasoline  and  clean  diesel  fuel. 
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releases.  A  provision  of  the  Superfund 
Amendments  and  Reauthorization  Act — a 
clause  known  as  SARA  Title  III — mandated 
that  companies  detail  their  releases  of  any  of 
313  listed  toxic  substances,  whether  these 
releases  were  to  air,  water,  or  landfill.  While 
no  regulatory  action  is  associated  with  the 
required  report — which  is  used  to  compile  a 
national  Toxic  Release  Inventory  (TRJ) — the 


TRI  data  provided  the  first  public  overview 
of  industry's  pollution  performance  and  have 
since  become  a  benchmark  of  a  company's 
progress  in  cleaning  up. 

All  along,  companies  had  monitored  their 
pollutant  releases  to  comply  with  specific  pol- 
lution-control regulations.  But  in  most  cases, 
the  1987  TRI  represented  the  first  time  these 
data  had  been  aggregated  and  made  available 


to  high-level  management,  providing  an 
all  picture  of  company  emissions.  In  ma 
instances,  the  numbers  were  shocking,  be 
to  management  and  to  the  surrounding  coi 
munities. 

Many  companies  acted  rapidly  to  redu^ 
SARA-tracked  emissions.  Convinced  of  t^ 
potential  of  preventing  pollution  and  t 
costs  of  not  doing  so — both  in  dollars  and 
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Pollution  Prevention  —  No  Longer  a  Pipe  Dream 

hy  Frank  Popoff,  President  and  CEO 
The  Dow  Chemical  Co, 


In  the  eyes  of  the  public,  the  most  compelling  actions  industry 
can  take  with  respect  to  environmental  protection  are  voluntary 
—  not  because  a  government  regulator  is  holding  a  fine  over 
our  heads  —  but  because  we  act  on  our  own.  In  that  regard,  of  all 
the  environmental  challenges  we  face,  perhaps  none 
presents  us  with  more  opportunities  both  to 
improve  our  performance  and  enhance  our  public 
credibility  than  pollution  prevention. 

Indeed,  industry  is  beginning  to  recognize  the 
many  benefits  of  taking  a  prevention  approach  to 
emissions,  rather  than  the  traditional  focus  on  end- 
of-the-pipe  treatment.  As  a  result,  more  and  more 
companies  are  putting  their  technological  know- 
how  to  work,  significantly  reducing  emissions,  sav- 
ing money,  and  polishing  their  public  images  in 
the  process. 

Much  is  at  stake.  The  public  is  skeptical  of  our  eltorts  at  envi- 
ronmental protection.  Surveys  show  that  we  are  not  trusted.  If  we 
fail  to  take  the  initiative,  the  result  will  be  a  regulatory  crunch  that 
costs  us  —  and  the  public  —  dearly  without  achieving  significant 
benefits.  Through  pollution  prevention,  we  can  be  viewed  as  part 
of  the  solution,  not  as  part  of  the  problem. 

At  Dow,  we  have  long  understood  the  advantages  ol  reducing 
waste  at  the  source.  In  1986,  we  formalized  our  pollution-preven- 
tion efforts  in  a  program  called  Waste  Reduction  Always  Pays 
(WRAP).  Our  goals  were  simple  and  straightforward  —  to  reduce 
waste  to  the  environment  and  do  so  cost-effectively.  We  created  a 
data  base  so  ih.it  we  could  track  all  of  our  emissions  and  measure 
our  progress.  And  perhaps  most  important,  we  sought  to  involve 
all  of  our  employees. 

The  results  have  been  impressive  —  both  environmentally  and 
economically.  WRAP  has  helped  us  to  reduce  air  emissions  from 
our  U.S.  plants  by  more  than  50%  since  1985.  Last  May,  in  con- 
junction with  an  EPA  initiative  for  voluntary  emissions  reduction, 
I  announced  a  company  commitment  to  achieve  an  additional 
50%  reduction  by  1995  of  all  U.S.  emissions  to  air,  land,  and 
water  reportable  under  SARA  Title  III,  using  1988  as  the  baseline 
year.  Dow's  geographic  areas  outside  of  the  U.S.  also  have  active 
waste  and  emission-reduction  programs  in  place. 

In  terms  of  the  bottom  line,  WRAP  is  proving  to  be  an  appro- 
priate name  —  we  are  finding  that  waste,  reduction  always  does 
p.iy.  For  example,  we  recognized  outstanding  WRAP  projects  this 


past  summer  at  each  of  our  five  U.S.  manutacturing  division 
Combined,  these  five  projects  are  resulting  in  an  annual  savings 
more  than  Si 0.5  million  and  are  reducing  waste  by  nearly  13 
million  pounds  a  year. 

The  technology  behind  these  projects  ranges  fro 
modifying  computer  control  systems  to  distributii 
feedstocks  more  efficiently  in  our  reactors.  Throu^ 
our  technology  centers,  the  company's  internal  h 
for  information  exchange,  we  are  sharing  our  was 
reduction  expertise  throughout  the  Dew  world. 

1  know  there  are  other  companies  which  ha 
experienced  similar  pollution-prevention  successe 
But  just  a  few  companies  alone  cannot  change  tf 
performance  of  industry.  We  have  to  pull  indust: 
people  together  to  seek  ways  to  achieve  better  resul 
collectively.  Last  spring,  I  joined  40  business  leade: 
from  throughout  the  world  on  the  Business  Council 
Sustainable  Development,  an  organization  created  to  develop  an 
promote  environmental  goals  and  practices  for  the  global  busine 
community.  I  am  also  pleased  to  serve  on  the  President's  recentl 
appointed  Commission  on  Environmental  Quality,  which  includi 
25  representatives  of  industry,  the  environmental  movement,  x\ 
public-service  sector,  and  academia.  One  of  our  major  objectivi 
will  be  to  address  pollution  prevention. 

Another  example  of  what  I  have  in  mind  is  Responsible  Care' 
now  being  implemented  by  the  chemical  industries  in  the  U 
Canada,  Australia,  and  in  several  countries  in  Europe.  Responsi 
Care  is  a  self-help  program  —  large  companies  helping  smalk 
ones  —  designed  to  promote  continuous  improvement  in  enviroi 
mental,  health,  and  safety  performance.  Participants  in  the  pre 
gram  are  obligated  to  follow  a  number  of  guiding  principles 
codes  of  management  practices.  One  of  these  codes  deals  speci 
cally  with  pollution  prevention.  Among  other  efforts,  it  requin 
companies  to  establish  a  substantial,  long-term  downward  trend  i 
the  amount  of  wastes  generated  and  pollutants  released  to  the  env 
ronment. 

As  our  technological  knowhow  grows,  our  accomplishments  wi 
continue.  We  have  set  a  goal  at  Dow  to  eliminate  all  wastes  an 
emissions  to  the  environment.  While  that  goal  may  not  be  achiei 
able  in  an  absolute,  it  sets  our  direction.  We  will  strive  for  contii 
uous  improvement.  It's  clear  that  the  public  expects  us  to  mat, 
this  progress.  We  certainly  expect  it  of  ourselves. 
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3M  researchers  work  to  improve 
product  coating  processes  and  reduce  pollution 


lie  goodwill — nearly  every  major  manu- 
irer  has  embraced  some  type  of  waste- 
imization  program  or  enhanced  an  exist- 
jrogram  with  new  resources, 
his  public  push  Tor  lower  emissions  has 
idy  borne  fruit.  In  California's  industry- 
;e  Silicon  Valley,  25  of  the  largest  manu- 
arers — including  national  powerhouses 
1  as  IBM,  Intel,  Lockheed,  Westinghouse, 


ify  pollutants  without  influenc- 
ing the  processes  that  produce 
these  wastes.  In  contrast,  pollu- 
tion prevention  emphasizes  a 
"front-end"  approach,  where 
the  sources  ot  pollution  in  the 
industrial  processes  themselves 
are  tackled — a  tactic  known  as 
source  reduction. 

A  natural  hierarchy  of  pre- 
ferred waste-management 
options  flows  from  this  funda- 
mental difference  in  approach. 
Source  reduction  stands  at  the 
top  as  the  most  environmentally  benign,  fol- 
lowed by  recycling  and  reuse  of  wastes, 
preferably  direct  recycling  back  into  the  pro- 
cess. (Off-site  recycling  has  its  own  environ- 
mental risks:  It  is  estimated  that  industrial 
recycling  operations  such  as  metal  or  solvent 
recovery  operations  account  for  10%-20% 
of  all  Superfund  sites).  Various  forms  of 
waste  treatment  to  detoxify  or  neutralize 


tine  cleanup  and  handling  procedures.  At  its 
Camarillo,  (Calif.)  plant,  Clairol  used  to 
flush  product-transfer  pipes  with  water  after 
making  each  batch  of  hair-care  products,  to 
avoid  cross-contamination.  This  practice  cre- 
ated large  volumes  of  dilute  waste  water  and 
wasted  the  product  left  in  the  pipes. 

To  reduce  wastes,  the  company  installed 
a  system  that  uses  air  to  propel  a  foam  ball 
through  the  pipes  to  push  the  product 
residue  out  the  end,  where  it  is  captured  for 
use.  Subsequent  rinsing  then  requires  much 
less  water.  The  system  cost  $50,000  to 
install  but  saves  $240,000  per  year  while 
conserving  almost  400  gallons  of  water 
daily.  This  and  other  projects  helped 
Clairol  cut  its  total  waste  generation  by 
70%  from  1985  to  1989. 

•  Reevaluating  product  design 
and  raw  materials. 

Sometimes,  reconfiguring  a  product  can 
eliminate  the  need  for  or  production  of 
toxic  materials.  When  3M  cut  round  res- 
pirator masks  from  fabric  sheets  at  its 


llution  prevention  strategies  are  a  radical  departure  from 

FMC — have  joined  together  to  track  i-  •        i       n     •  i  /  / 

advertise  their  progress  in  cutting  traditional pollutioH  control  or  waste  management  methods. 


A  emissions.  From  1987  to  1990,  these 
ipanies,  which  account  for  more  than 
)  of  the  area's  toxic  emissions,  were  able 
educe  their  collective  toxic  releases  by 
) — from  5.8  million  pounds  in  1987  to 
million  pounds  in  1990. 
luch  of  this  reduction  stems  from  the 
fased  application  of  traditional  pollution- 
rol  measures,  but  real  pollution-preven- 
strategies  also  account  for  a  significant 
ion  of  the  cleanup.  For  instance,  FMC 
p.  cut  its  emissions  of  the  toxic  solvent 
1  trichloroethane  (TCA)  by  55%  from 
9  to  1990  at  its  Santa  Clara  plant,  where 
anufactures  the  Bradley  Fighting  Vehicle 
:he  military.  Instead  of  degreasing  freshly 
hmed  parts  with  TCA  vapors,  FMC  now 
a  water-based  cleaning  system  to  remove 
2;rime. 

lima  ZERO  wAsu 

ollution-prevention  strategies  are  a  radical 
irture  from  traditional  pollution-control 
'aste-management  methods.  Typical  "end- 
ipe"  approaches  use  add-on  technologies 
I  as  scrubbers  or  filters  to  control  or  detox- 


wastes  come  next,  followed  by  disposal  of  Aberdeen,  (S.D.)  plant,  fully  one-third  of 
what  cannot  be  treated — the  least  desirable  the  fabric  was  wasted.  Resin  sprayed  on  the 
option.  fabric  to  allow  the  mask  to  keep  its  shape 

In  practice,  opting  for  the  high  end  of  the  prevented  the  scraps  from  being  recycled 
hierarchy  forces  changes  in  the  core  elements  back  into  the  process, 
of  manufacturing.  It 
means  redesigning  pro- 
cesses, upgrading  clean- 
ing practices  and 
materials  handling, 
reevaluating  product 
design  and  the  choice  of 
raw  materials  and  sol- 
vents, and  modifying 
product  packaging, 
loading,  and  transporta- 
tion. A  few  examples 
illustrate  how  these 
changes  have  played  out 
successfully  in  industry: 


•  Better  materials  han- 
dling and  process  cleanup. 

Often,  one  of  the  easiest 
ways  to  reduce  emis- 
sions is  to  modify  rou- 


Kowasaki's  pilot  plant  is 
designed  for  environmental  safety  and 
substantial  energy  savings. 


With  support  from 
3M's  Pollution  Pre- 
vention Pays  program, 
engineers  came  up 
with  a  fiber  blend  that 
holds  its  form  without 
resin.  This  change  has 
allowed  full  recycling 
of  300  tons  of  fabric 
scraps  per  year  and 
eliminated  nearly 
400,000  gallons  of 
dilute  resin  wastes.  3M 
says  that  since  1975, 
its  waste  reduction 
program  has  prevented 
the  release  of  more 
than  1  billion  pounds 
of  toxics,  saving  the 
company  more  than 
$500  million. 
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Lockheed  leads. 

Alaska's  Prince  William  Sound,  fouled  by  a  massive  oil 
spill,  IS  coming  back  to  life.  Ensuring  that  natural  wonders 
remain  unspoiled  is  everyone's  job.  But  at  Lockheed,  we've 
made  it  our  business;  and  it's  growing  fast. 

Lockheed  has  been  monitoring  and  helping  to  clean  up 


the  environment  for  25  years.  We  work  on  a  broad  spectrum 
of  problems:  hazardous  waste,  acid  rain,  ecosystem  degrada- 
tion and  nuclear  contamination.  In  addition  to  Prince 
William  Sound,  Lockheed  helped  clean  up  Love  Canal;  and 
we  played  a  vital  role  in  the  National  Acid  Ram  Survey 

Lockheed's  vast  experience  with  advanced  technologies 
enables  us  to  play  a  vital  role  in  monitoring  tomorrow's 
most  critical  environmental  problems.  As  an  established 


Prince  William  Sound  after  the  spill:  slowly  and  relentlessly,  life  returns  and  nature  recovers. 


?ader  in  this  $40  billion  industry,  Lockheed's  business  is 
^recast  to  increase  significantly  by  1995. 

Environmental  Services  comprises  one  aspect  of 
ockheed's  Technology  Services  Croup,  formed  as  part  of 
ur  1989  corporate  restructuring.  Since  then,  the  Croup  has 
?corded  two  consecutive  years  of  solid  growth  in  revenues- 
icreasing  8%  inl990  to  $1.55  billion.  The  Croup  also 
erforms  shuttle  processing,  aircraft  maintenance  and 


modification,  municipal  services,  and  airport  development. 

Lockheed's  mastery  of  environmental  services  is  a  per- 
fect example  of  how  we're  leveraging  traditional  strengths 
to  compete  in  growing  markets.  To  some,  cleaning  up  the 
environment  is  a  dirty  job.  To  us,  it's  important  business. 
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Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 
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•  Subslitufing  less  fox/c  malerials. 

This  strategy  tisually  involves  considerable 
research,  since  the  functional  properties  of 
substitutes  rarely  provide  an  exact  match 
with  the  toxic  material.  Cleo  Wrap,  a  pro- 
ducer of  wrapping  paper,  replaced  its  sol- 
vent-based printing  inks  with  water-based 
inks  after  a  six-year  research  effort,  virtually 
eliminating  its  generation  of  toxic  wastes 


and  saving  $35,000  annually. 

•  InstHofing  solvent  recovery. 

Solvent  use  represents  one  of  the  largest 
sources  ot  toxic  releases  in  the  country  and 
thus  one  ot  the  ripest  areas  tor  pollution 
prevention.  When  Polaroid  Corp.  intro- 
duced a  new  dye  process  in  1990,  it  took  the 
time  to  find  a  substitute  for  toluene,  the  sol- 

The  Ultimate  Investment 

by  Lewis  Preston,  President 
World  Bank 


Promoting  economic  development  and  poverty  alleviation  in  an 
environmentally  responsible  manner  is  the  greatest  challenge 
we  face  today.  Human  activity,  while  bringing  unprecedented 
gains  in  welfare,  is  also  endangering  the  ability  of  the  earth  and  its 
environmental  systems  to  support  future  progress. 

There  are  grounds  for  encouragement.  There  has 
been  an  explosion  of  interest  in  and  awareness  of 
environmental  issues  on  the  part  of  individuals,  gov- 
ernments, industries,  and  development  agencies.  At 
the  international  level,  the  Montreal  Protocol  on 
protecting  the  ozone  layer  was  a  major  step  forward 
in  cooperation  between  nations.  The  Global  Envi- 
ronment Facility,  launched  earlier  this  year,  has 
taken  cooperation  a  stage  further  by  providing  about 
$1.3  billion  over  three  years  to  demonstrate 
approaches  to  solving  global  environmental  prob- 
lems. Next  year's  U.  N.  Conference  on  Environment  &  Develop- 
ment will  influence  heavily  the  course  of  policy  on  the  environ- 
mental challenges  facing  the  world  well  into  the  21st  century.  At 
the  World  Bank,  the  environment  has  become  one  of  our  highest 
priorities  and  is  now  fully  integrated  into  our  research,  advice,  and 
lending.  Our  World  Development  Report  1992  will  focus  on  the 
environment. 

Responsible  environmental  management,  however,  will  require 
governments  to  reform  their  economic  policies  by  eliminating  price 
distortions  and  promoting  greater  openness  to  trade  and  capital 
flows.  This  will  also  accelerate  the  adoption  of  cleaner  technologies 
and  encourage-  greater  efficiency.  Economic  policies  that  include 
direct  and  indirect  subsidies  encourage  the  wasteful  use  of  energy, 
water,  and  forests  in  developed  and  developing  countries  alike. 
Whether  in  the  U.S.,  Eastern  Europe,  or  Latin  America,  economic 
policies  to  improve  energy  efficiency,  for  example,  can  go  a  long  way 
to  improve  competitiveness,  improve  local  air  quality,  and  reduce 
the  threat  of  global  warming. 

Governments  will  also  need  to  set  goals  for  environmental  quality 
improvements  and  fashion  targeted  policies  to  bring  about  more 
environmentally  responsible  behavior.  Natural  environments  are 
damaged  excessively  because  tho.se  responsible  —  individuals,  busi- 
nesses, and  government  agencies  —  do  not  bear  the  full  conse- 
quences of  degradation.  Clearly,  environmental  costs  need  to  be 
internalized  and  environmental  standards  set  to  guide  planning  and 
m  measure  p.rogress  in  protecting  the  environment. 
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vent  that  the  dye  process  was  originally  ktWf"'')' 
designed  to  use.  While  toluene  wastes  woulcj  usporanjP' 
have  required  incineration,  the  substitute,  iiBC*^' 
'trimethyi  orthoacetate,  is  being  distilled  andirtttJ""®' 
reused,  saving  $500,000  a  year.  Polaroid's  i  desijn^'^ 
Toxic  Use  and  Waste  Reduction  program  igad^ 
has  targeted  and  achieved  a  reduction  ol  ten  to' 
waste  per  unit  of  production  of  10%  pei  aicals  ' 
year  since  1988.  im'^'^- 
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guidance,  technology  has  an  increasingly  valuable  role. 

Technological  advance  and  environmental  protection  need  not  b( 
seen  as  antithetical.  Technology  can  be  part  of  the  solution  by  ^ 
increasing  resource  use  efficiency.  If  the  economic 
and  regulatory  framework  is  favorable,  technology 
will  be  used  more  efficiently:  Inputs  will  be  different 
unsuitable  technology  will  be  discarded,  and  bettei 
technology  will  be  encouraged 

Many  firms  and  governments  are  realizing  thai 
protecting  the  environment  is  like  other  investment; 
—  it  costs  money  but  provides  worthwhile  benefits 
Companies  that  are  environmentally  more  efficieni 
also  tend  to  be  more  profitable.  Future  technology, 
therefore,  should  be  developed  with  an  eye  to  pre- 
venting pollution,  not  simply  controlling  it.  Future 
technology  must  also  be  more  efficient  in  output  per  unit  of  raw 
material  input.  Economic  growth  will  be  harder  to  sustain  if  tech- 
nology places  unacceptable  pressure  on  our  planet's  capacity  to  pro- 
vide raw  materials  and  absorb  waste.  We  see  such  pressure  on 
resources  in  the  threat  of  global  warming,  in  the  rapid  loss  of  tropi 
cal  forests  and  in  the  extensive  degradation  of  Sub-Saharan  Africa': 
soils.  The  evidence  is  clear  —  natural  systems'  capacity  to  absorb 
waste  without  disruption  is  finite. 

Energy  presents  technology  with  an  especially  severe  challenge 
Energy  is  one  of  the  biggest  calls  on  resources  and  one  of  the  biggest 
sources  of  pollution.  Yet  energy  consumption  is  bound  to  rise  with 
economic  growth,  particularly  in  developing  countries,  even  if  con 
servation  becomes  much  more  prevalent,  as  it  must.  But,  when  the  " 
technology  for  saving  a  kilowatt  is  cheaper  than  the  technology  foi 
generating  it,  we  must  invest  in  the  energy-saving  technologies 
Better — and  better-used — technology  is  indispensable  to  more  effi- 
cient exploitation  of  existing  energy  sources  and  to  harnessing 
sources  such  as  solar,  wind  and  geothermal  power,  whose  potential  ii 
far  from  realized. 

All  these  changes — in  our  patterns  of  growth,  consumption,  anc 
economic  management,  government,  and  technology — demand  £ 
fundamental  change  in  attitude.  In  an  increasingly  integrated  world 
more  and  more  must  be  guided  by  the  need  to  avoid  burdening 
future  generations  with  excessive  environmental  costs.  Technology  i; 
an  intrinsic  part  of  the  sustainable  development,  one  that  can  meei 
people's  aspirations  in  harmony  with  the  environment 
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Reducing  fugitive  emissions  is  part 
of  DuPont's  woste  minimization  effort. 


loss  can  be  detected  as  well,  allowing  replace- 
ment of  weakened  pipe  segments  before  they 
leak.  Chevron's  pipeline-integrity  program  has 
reduced  leaks  more  than  30%  from  1983  to 


Of  course,  new 
technology  will 
also  contribute  to 
better  pollution- 
control  devices. 
Refinements  in 
water-treatment 
technology,  filtra- 
tion devices,  incin- 
erators, and  stack 
scrubbers  have 
already  increased 


itter  packaging,  loading,  and  transport. 

isporting  products  safely  to  market  is  also 
mc  source  of  waste.  Naico,  a  producer  of 
r  treatment  chemicals  in  Naperville,  III., 

designed  a 
'ery  and  storage 
em  for  its 
nicals  that 
inates  the  use 
)-gallon  drums. 

Porta-Feed 
:m  consists  of  a 
t  of  reusable 
iless-steel  con- 
ers  in  which 
CO  delivers  its 
iucts.  NaIco 

s  up  the  empty  container  and  delivers  the  efficiency  of  these  options,  and  they  will 
her,  freeing  the  customer  from  all  chemi-  undoubtedly  continue  to  improve.  The  dan- 
landling  and  container  liability.  ger,  experts  warn,  is  that  more  widespread  use 

orta-Feed  containers  are  designed  to     of  these  improved  technologies  may  yield 


•  Process  redesign. 

Redesigning  processes  to  avoid  producing  a 
given  waste  or  to  achieve  greater  process  effi- 
ciency represents  one  of  the  most  potent  tools 
to  reduce  pollution.  The  investment  in  time 
and  capital  may  be  large,  however,  making  it 
generally  a  second-generation  activity,  under- 
taken when  easier  options  are  exhausted. 

IBM's  San  Jose  (Calif.)  facility  was  the 
largest  single  source  of  CFC-1 13  emissions  in 
the  nation  in  1987,  using  1.5  million  pounds 
of  the  ozone-destroying  compound  to  clean 
the  computer  disk  drives  produced  there. 
High  throughput  and  stringent  cleaning 
requirements  made  finding  a  substitute  wash- 
ing process  challenging.  A  two-year  develop- 
ment effort  yielded  a  water-based  washing 
system  that  cleans  better  than  the  original 
CFC  process,  allowing  the  plant  to  cut  its 
CFC  emissions  by  95%.  Reduced  solvent 
costs  and  elimination  of  costly  air  emission 


Redesigning  processes  represents  one  of  the  most  potent  tools  to  reduce  pollution. 


n  completely,  eliminating  the  chemical 
•r — the  roughly  one  gallon  of  residual 
nical  a  drum  normally  retains  after  use. 
:o  officials  estimate  that  since  its  incep- 
in  1984,  the  Porta-Feed  system  has 
d  about  1  million  drums  from  disposal, 
enting  the  waste  of  1  million  gallons  of 
meals. 

trodocing  new  technology. 

application  of  new  technologies,  particu- 

the  use  of  computers,  has  begun  to  play 
irge  role  in  pollution  prevention, 
iputer-aided  process  control  can  greatly 
;ase  efficiency  by  precisely  regulating  the 

of  materials,  delivering  the  desired  quan- 
s  of  reactants  or  energy  at  just  the  right 
Intel  Corp.  of  Santa  Clara,  Calif.,  a 
roprocessor  manufacturer,  attributes  at 

part  of  its  success  at  reducing  emissions 
'etter  process  control,  achieved  by  using 
)wn  computer  chips.  The  company  has 
iced  its  SARA-tracked  wastes  by  87% 

the  past  three  years,  even  as  it  has  under- 
;  substantial  growth. 

!hevron  Corp.  routinely  runs  a  device 
wn  as  a  pig  through  its  delivery  pipelines 
crape  accumulated  wax  and  debris  from 
sides.  By  adding  magnetic  and  ultrasonic 
ors  to  the  device,  pipe  thickness  and  metal 


short-term  benefits  but  stop  short  of  the 
major  restructuring  of  industry  that  the  pre- 
vention approach  entails.  Reliance  on  these 
technologies  alone  would  then  hinder  the 
overall  effort  to  minimize  pollution. 


A  Dow  facility  in  Germony 
converts  sludge  into  biodegradoble  material 


controls  make  the  new  system  only  half  as 
expensive  to  operate. 

Waste  experts  agree  that  the  real  promise 
of  the  prevention  strategy  will  be  realized 
only  when  manufacturing  processes  are 
designed  from  the  outset  on  the 
premise  of  zero  waste  generation. 

Says  Ann  Rappaport  of  Tufts  Univer- 
sity's Center  for  Environmental  Man- 
agement: "Until  we  start  from  where  the 
product  is  conceived,  we  will  only  be 
fooling  around  the  margins." 

GETTING  THiRl  FROM  HERE 

Successful  pollution-prevention  pro- 
grams involve  a  firm  and  visible  com- 
mitment by  top  management  to  the 
waste-prevention  philosophy.  The  more 
zealous,  the  better.  This  is  usually 
expressed  through  internal  publications 
and  speeches,  employee  briefings,  com- 
pany slogans,  publicly  proclaimed  emis- 
sion-reduction goals,  and  award  pro- 
grams that  reward  initiative  and 
innovation  in  meeting  environmental 
objectives. 

When  Monsanto  CEO  Richard 
Mahoney  made  his  pledge  in  1990  to 
cut  emissions  by  90%  and  to  work 
toward  zero  emissions,  he  had  the 
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reaches  100%  reliability,  you'll  have  more  than 
the  best.  And  our  quality  control  people  will 
have  one  iieck  of  a  party 

We're  Lexmark,  exclusive  manufacturer 
of  original  IBM  typewriter  ribbons.  For  more 
information,  to  order  products  or  to  find  the  dealer 
nearest  you,  call  1-800-IBM-2468.  (In  Canada, 
caU  1-800-465-1234.) 

Exclusive  manufacturer  of  original 
IBM  typewriter  ribbons. 

IPM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  and  is  used  under  license.  IBM  supplies  are  manufactured  and  distributed  by  Lexmark  International.  Inc  under  license  from 
International  Business  Machines  Corporation.  Lexmark  is  a  trademark  of  Lexmark  IntemationaL  Inc.  ©  1991  Lexmark  International.  Inc. 


Defect-Free  Record 
Would  Thrill  Other 
Companies.^,Though,T^ 

Won't  Even  Start 
lining  Until  99.99%. 

We  like  a  thrill  as  much  as  the  next  guy  While  a  99.76%  defect-free  record  would  thrill  some, we're 
holding  out  for  the  really  big  shivers.  They  come  at  the  almost  mythical  level  of  100%  reliability 

We're  almost  there.  For  example,  our  IBM^Easystrike^ ribbons  have  attained  a  consistent  level  of 
just  three  defects  per  million.  We  don't  know  of  anyone  in  our  industry  who  has  achieved  this  degree  of 
reliability.  But,  we  can  do  better. 

You  bought  an  IBM  machine  for  the  best 
performance  and  reliability  When  Lexmark 
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edge  blown  up  to  poster  size  and  distribut- 
I  [()  company  facilities,  where  employees 
ere  encouraged  to  sign  their  names  to  the 
jcument  on  Earth  Day.  In  a  similar  vein, 
IM,  Dow,  3M,  and  many  other  companies 
ive  established  special  environmental 
vards  to  foster  increased  awareness  among 
e  rank  and  file. 

Such  public  displays  drive  home  the  mes- 


sage that  pollution  prevention  is  part  of  the 
job,  and  will  be  recognized  and  rewarded  just 
like  any  other  business  effort. 

Successkil  pollution  prevention  also 
requires  proper  waste  tracking  and  account- 
ing practices.  The  source  and  quantity  of 
each  waste  stream  are  essential  pieces  of  infor- 
mation, if  these  wastes  are  to  be  avoided. 
Unfortunately,  reporting  loopholes,  inconsis- 


tencies, and  ambiguities  make  SARA  data  a 
poor  choice  for  accurately  tracking  releases  or 
measuring  progress,  despite  their  wide  use  for 
just  these  purposes. 

On  the  other  hand,  Polaroid's  Environ- 
mental Accounting  &  Reporting  System 
(EARS)  is  often  cited  as  a  waste-accounting 
model.  EARS  monitors  all  substances  that 
enter  Polaroid  facilities,  not  just  those  that 


Corporations  in  a  Global  Era 

by  Gaishi  Hiraiwa,  Chairman 
Keidanren 


~\~r~r^  are  entering  an  era  that  is  global  in  a  double  sense: 

V  A  /        ^^^^  come  to  see  the  whole  earth  as  a  single  ecosys- 

V  V  tem,  and  we  are  moving  to  internationalize  its  political 
id  economic  spheres  in  a  process  known  as  globalization.  Since 
lis  process  can  only  go  forward  if  the  earth 

mains  a  sound  ecosystem,  corporate  management 
ust  join  in  the  concerted  effort  to  make  economic 
owth  consistent  with  environmental  protection, 
is  in  our  interest  to  push  tor  progress  in  fusing 
;onomic  and  environmental  ends  at  the  U.N. 
onference  on  Environment  &  Development  — 
le  so-called  Earth  Summit —  slated  for  Rio  de 
neiro  next  June. 

Global  environmental  problems  are  attracting 
uch  attention  in  Japan,  since  people  see  that  their 
luntry  is  well  positioned  to  help  solve  them.  The 
panese  Committee  for  the  Global  Environment  has  been  work- 
g  since  May  to  forge  a  public  and  private  consensus  in  prepara- 
on  for  the  U.N.  conference.  During  a  mid-summer  visit  to 
eidanren,  Maurice  Strong,  secretary  general  of  the  Earth 
immit,  applauded  Japanese  industry's  antipollution  measures, 
Iding  that  he  hopes  Japan  will  make  a  major  contribution  to 
•Iving  global  environmental  problems.  Mr.  Strong  praised  our 
(eidanren  Global  Environment  Charter"  as  an  enlightened  cor- 
)rate  guide  that  he  will  hold  up  as  a  model  for  business  leaders 

other  countries. 

Japan's  efforts  to  resolve  environmental  problems  began  as  a 
sponse  to  the  industrial  pollution  generated  during  the  rapid 
:onomic  growth  of  the  1960s.  High  pollution  levels  were  causing 
1  uproar  and  inviting  harsh  criticism  of  the  business  world,  so 
)mpanies  began  a  full-fledged  campaign  to  develop  antipollution 
easures.  Then  the  two  oil  crises  of  the  1970s  struck,  triggering 
;gressive  efforts  to  conserve  energy  and  diversify  energy  sources. 
As  a  result,  Japanese  industry  now  has  some  of  the  world's  most 
Ivanced  technologies  and  systems  for  preventing  pollution, 
ihancing  health  and  safety,  and  conserving  energy  and  other 
sources.  Consider,  for  example,  sulfur  and  nitrogen  oxides,  pre- 
nsors  of  the  acid  rain  that  is  damaging  forests  and  aquatic  life  in 
orth  America  and  Europe.  Japan  accounts  for  80%  of  the 
Grid's  desulfurization  and  denitrification  installations.  On  aver- 
se, Japanese  electric  power  plants  discharge  only  one-eighth  the 
ilfur  oxides  and  one-fifth  the  nitrogen  oxides  per  kilowatt-hour 


of  electricity  generated  as  the  average  U.S.,  British,  French,  or 
Canadian  plant.  Since  1973,  Japan  has  cut  the  amount  of  energy 
needed  to  produce  a  given  unit  of  gross  national  product  by  33%. 
Still,  the  measures  industry  has  thus  far  taken  are  no  match  for 
today's  environmental  woes.  Such  urban  problems 
as  garbage,  gridlock,  and  pollution  seem  grave,  but 
they  pale  next  to  ozone  depletion,  global  warming, 
tropical  deforestation,  desertification,  acid  rain,  and 
marine  pollution  —  vast  phenomena  that  may 
interact  in  ways  that  threaten  the  very  survival  of 
our  species.  Industry,  rather  than  resting  on  its  lau- 
rels, must  capitalize  on  its  past  progress  to  tackle 
these  new  and  increasingly  complex  and  intercon- 
nected problems. 

Governments  have  a  major  role  to  play,  too. 
Japan,  as  the  world  s  largest  source  of  official  devel- 
opment assistance,  can  do  much  to  advance  industrializing  coun- 
tries' environmental  efforts.  The  Republic  of  Korea  is  interested 
in  tapping  Japanese  knowhow  to  come  to  grips  with  its  industrial 
pollution,  the  same  sort  we  dealt  with  in  the  past.  It's  in  our 
interest  to  help  our  East  Asian  neighbors  clean  up  their  industries 
so  their  pollution  doesn't  come  down  on  us  in  the  form  of  acid 
rain.  Indeed,  promoting  the  transfer  of  "green"  technologies  and 
antipollution  expertise  and  the  fostering  of  human  resources 
among  our  neighbors  —  and  the  Third  World  in  general  —  is  a 
step  Japan  and  other  industrialized  nations  must  take  to  ensure 
the  preservation  of  the  ecosystem  on  which  their  own  societies 
depend. 

Above  all,  we  in  the  business  world  —  like  the  public  at  large 
—  must  move  from  a  nation-centered  perspective  to  one  that 
encompasses  our  planet  and  its  vast  life-support  systems.  We  must 
rethink  all  existing  social  and  economic  systems.  We  must  devise 
technologies  that  prevent  pollution,  rather  than  just  controlling  it 
after  the  fact.  We  must  make  technological  breakthroughs  that 
will  allow  us  to  create  a  society  that  conserves  the  environment. 

Since  unveiling  our  "Keidanren  Global  Environment  Charter" 
last  April,  we  have  been  asking  our  members  to  follow  its  guide- 
lines. That  the  Charter  has  been  well-received  both  at  home  and 
abroad  is,  I  believe,  a  sign  that  society  has  high  expectations  for 
comipanies  with  the  will,  the  ability,  and  the  technology  to 
improve  the  environment.  The  future  belongs  to  companies  that 
live  up  to  those  expectations. 
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fall  under  government  regulation.  These  sub- 
stances are  divided  into  five  different  cate- 
gories depending  on  their  potential  environ- 
mental impact.  Impi)rtantly,  EARS  measures 
waste  reduction  per  unit  of  production,  not 
simply  as  an  absolute  quantity.  Thus, 
progress  from  year  to  year  can  be  compared, 
regardless  ot  company  expansion  or  produc- 
tion cutbacks. 

Calculating  the  costs  ot  waste  is  also  essen- 
tial to  waste-reduction  progress,  since  it 
places  a  concrete  value  on  reduction  strategies 
and  allows  their  economic  benefits  to  be 
quantified.  Unfortunately,  waste  manage- 
ment costs  are  frequently  hidden  in  overhead 
and  must  be  carefully  teased  out  if  prevention 
strategies  are  to  be  given  a  fair  shake. 

In  the  initial  phases  of  pollution  preven- 
tion, most  companies  fmd  that  progress  is 
surprisingly  easy,  with  clear  economic  bene- 
fits. Often,  analysis  ot  a  manufacturing  pro- 
cess or  a  routine  work  procedure  reveals  sim- 


ple changes  that  can  lead  to  substantial  pay- 
offs. The  more  difficult  waste  problems  often 
resist  a  quick  fix,  however,  and  require  much 
greater  investment.  When  a  new  process  for 
making  ABS  plastics  comes  on  line  in  1992  at 
Monsanto's  Muscatine  (Iowa)  plant,  it  will 
recycle  1.5  million  pounds  per  year  of  unre- 
acted  acrylonitrile  and  styrene  back  into  the 
process  and  cut  emissions  by  90%.  Still,  its 
cost  will  likely  not  be  recovered  through  the 
substantial  savings  in  raw  materials. 

Nonetheless,  its  benefits  in  improved  air 
quality  and  process  efficiency  have  assumed  a 
defmite  value  to  Monsanto  that  justifies  the 
cost.  Monsanto  employee  Nick  Redding  put 
it  this  way  in  an  article  on  zero  waste:  "The 
[money]  we're  spending  to  clean  up  air  emis- 
sions is  an  investment  in  our  right  to  operate." 

Is  the  goal  of  zero  emissions  really  possible 
to  attain?  Probably  not,  experts  caution.  Even 
if  processes  could  be  honed  to  virtually  elimi- 
nate wastes — admittedly,  still  a  distant 


One  of  Waste  Management  System's 
recycling  collection  trucks. 

prospect  for  the  bulk  of  U.S.  industry — 
human  and  technical  failures  would 
inevitably  result  in  some  toxic  releases. 
Nonetheless,  industry  representatives  general- 
ly view  the  zero-emissions  target  as  a  useful 
motivator — a  constant  reminder  that  the  Job 
of  pollution  prevention  is  never  done. 

"If  you  pursue  a  total  quality  program,  the 
only  legitimate  goal  is  zero  defects,"  says 
Monsanto  spokeswoman  Diane  Bartolanzo. 
"When  you  have  a  safety  program,  the  only, 
acceptable  goal  is  zero  injuries.  Likewise,  for 
our  environmental  programs,  the  only  legid- 
mate  goal  is  zero  emissions." 


AWARD  WINNING  TECHNOLOGY  FOR  TREATING  WASTEWATER 


A 


corporations  try  to  reduce  the  amount  of  waste  material 
released  into  the  environment,  they  are  finding  that 
changes  in  treatment  processes  can  also  yield  big  divi- 
dends in  the  form  of  lower  energy  and 
treatment  costs.  Amoco  Chemical  Co. 
recently  changed  its  process  for  treating 
wastewater  from  production  of  terephthal- 
ic  acid  (TA)  and  purified  terephthalic  acid 
(PTA).  These  compounds  are  used  in 
everyday  products  such  as  polyester,  mag- 
netic tapes,  and  microfilms.  But  the 
wastewater  left  after  manufacture  of  TA 
and  PTA  i,-.  icidic  and  must  undergo  an  !/■', 
extensive  and  costly  neutralization  process 
before  it  can  be  discharged. 

The  conventional  treatment  system  for 
TA  and  PTA  production  byproducts  uses 
aerobic,  or  oxygen-loving,  bacteria  to 
digest  the  waste  and  break  it  down  into 
harmless  components.  This  approach  is 
effective,  but  the  process  requires  large 
mixers  and  aerators,  which  guzzle  electrici- 
ty. The  aerobic  bacteria  also  generate  sub- 
stanticjl  amounts  of  biological  solids,  which 

must  be  disposed  of  at  additional  expense.   ■ 

Like  other  companies,  Amoco  knew  that  solid-waste  handling 
and  disposal  costs  would  skyrocket  as  landfill  space  became  scarce 
■•tnd  environmental  regulations  became  more  stringent.  In  the  early 


Amoco's  anaerobic  post-treatment  of  waste  water 


1980s,  Amoco  scientists  began  to  search  for  alternatives  to  the  aero 
bic  treatment  process.  Reports  then  published  said  that  TA  and 
PTA  wastewater  could  not  be  treated  anaerobically,  that  is,  with 
microbes  that  do  not  require  oxygen.  The 
researchers  persisted,  however,  and  altered 
the  process  conditions  and  rates  at  which 
the  wastes  are  fed  to  the  microbes.  Finally, 
the  anaerobic  bacteria  were  persuaded  to 
eat  the  wastes. 

Amoco  scientist  Steve  Ely  says  that  lower 
energy  costs  are  one  clear  benefit  of  the 
new  process.  And  there  are  others:  The 
microbes  generate  methane,  which  can  be 
used  in  the  plant's  fuel  system,  and  there  is 
80%  less  sludge  left  after  treatment,  which 
cuts  disposal  costs.  In  addition,  the  anaero- 
bic wastewater-treatment  process  requires 
fewer  nutrient  additives  and  reduces  emis 
sions  of  volatile  organics  and  foul  odors  to 
the  atmosphere. 

Amoco  Chemical's  achievement  recent- 
ly earned  the  31st  Kirkpatrick  Award 
bestowed  by  Chemical  Engineering  maga- 
zine to  honor  outstanding  advances  in 

  chemical  engineering  technology.  The 

process  has  been  instituted  so  far  in  Taiwan  at  the  China 
American  Petrochemical  Company  (CAPCO),  the  world's  largest 
TA  plant. 
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Mght  21st  Century. 
Jut  Dirty,  Unless... 


Flue  Gas  Denitrification  Plant/Germany 


Gas  Desulfurization  Plant 
Aagnesium  Gypsum 
:ess/Japan 


ry  day  in  1992,  we'll  be  talking  about  the  problem  of 
th  pollution.  A  large  majority  of  people  are  attempting 
ackle  this  problem.  Yet  in  many  countries,  environmental 
ution  will  get  wor^e.  We'll  enter  into  a  very  bright 
✓  century,  but  it's  going  to  be  a  horribly  dirty  one, 
ILESS  WE  Aa  NOW. 


sarly  as  1960,  KAWASAKI  started  developing  the 
inology  to  remove  dangerous  sulfur  dioxide  and 
3gen  oxide  from  boiler  smoke.  KAWASAKI  has  since 
duced  highly  sophisticated  pollution  prevention  systems 
h  as  desulfurization  (DeSOx)  and  denitrification  (DeNOx) 
nts,  dust  collectors,  etc.  This  kind  of  technology  has 
;n  introduced  to  many  countries  to  make  the  environ- 
it  clean. 


Flue  Gas  Denitrification  Plant/Japan 


The  efforts  and  investments  of  KAWASAKI's  state-of-the- 
art  technology  are  the  backbone  for  environmental 
protection.  Wherever  people  go,  KAWASAKI's  unique 
energetic  potential  will  be  there  as  an  integrated  engi- 
neering manufacturer  in  the  fields  of  shipbuilding,  rolling 
stock,  aerospace,  energy-related  industries,  factory  auto- 
mation, industrial  plants,  leisure  industries,  and  many 
others.  This  is  KAWASAKI's  policy  for  a  cleaner,  safer 
environment! 


gil  KAWASAKI 


HEAVY  INDUSTRIES,  LTD. 

Tokyo  Head  Office 

World  Trade  Center  Bldg.,  4-1,  Hamamatsu-Cho  2-Chome, 

Mmato-ku,  Tokyo,  105  Japan 

Phone:  81-3-3435-2111  Fax:  81-3-3436-3037 


THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
THE  FORTUNE  500  WILL 
MAKE  IN  SALES. 


rOCKEl  COMMANDER'"    a  trademark  of  Fujitsu  Network  Transmisoion  of  America,  Inc. 


We  spend 
more  than  $2  billion 
annually  on  R&D  (over  10%  of 
sales)  to  bring  the  most  profound  technolo 
gies  down  to  human  terms.  And  put  some  of  them 
in  human  hands.  qD  The  ultra-light  cellular  phone,  a 
iirect  result  of  our  microelectronics  research,  is  an  exam 
le.  It  was  Fujitsu  gallium  arsenide  circuitry  that  made  smaller 
and  lighter  cellular  phones  possible — like  the  Pocket 
Commander,'"  measuring  5.3  inches  in  length,  and 
weighing  under  10.4  ounces.  qO   Another  Fujitsu 


StsuSion   ''"'"'St — the  High  Electron  Mobility  Transistor — is  mak- 

le  improved  broadcast 

rvpossibie.        ing  improved  broadcast  satellite  TV  systems  pos- 
3.  And  a  design  innovation  incorporating  voice  guidance  and 
aille  made  Fujitsu  automated  teller  machines  first  to  accom- 
nodate  the  disabled.  qO  In  over  100  countries,  we're 
translating  the  complexities  of  technology  into  new 
ways  to  make  life  less  complex.  It's  helped  make  us 
the  $21  billion  company  we  are  today.  Now 
it's  helping  us  make  our  name  in 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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TOMORROW'S  TECHNOLOGIES 


Technology  stoked  the  engines  of  past 
American  economic  growth  and  is  likely  to 
do  so  in  the  kiture.  But  the  forms  and 
impacts  of  tomorrow's  technologies  will  differ 
dramatically  from  yesterday's.  They  will  be 
more  energy-efficient  than  conventional  tech- 
nologies, produce  less  waste,  and  contribute 
to  the  gross  national  product  with  minimal 
consumption  of  natural  resources.  Best  of  all, 
these  emerging  technologies  hold  vast  poten- 
tial tor  profit  while  sharply  reducing  indus- 
try's "footprint"  on  the  environment. 

This  fundamental  change  is  occurring 
because  the  brute-force  technologies  built  on 
consumption  of  readily  available  natural 
resources  such  as  iron,  timber,  and  petroleum 
are  being  joined  by  what  might  be  thought  of 
as  molecular  technologies  —  substances  and 
products  literally  derived  from  control  and 
manipulation  of  molecules. 

The  best  and  most  important  examples  of 
the  shift  are  information  technology,  biotech- 
nology, and  advanced  materials.  Information 
technology  is  based  on  subtle  manipulation  of 
the  silicon  that  computer  chips  are  made  of 
almost  at  a  molecular  level.  Biotechnology  is 
built  on  the  direct  manipulation  of  DNA 
molecules.  And  advanced  materials,  including 
plastic  composites  and  ceramics,  are  increas- 
ingly assembled  molecule  by  molecule. 

The  need  for  such  technological  innova- 
tions is  clear.  World  population  is  growing  at 
the  rate  of  95  million  per  year.  It  is  likely  to 
reach  10  billion  by  the  middle  of  the  next 
century,  even  it  stringent  population  control 
measures  are  enacted  now.  As  the  population 


doubles,  the  $16  trillion  world  economy  wi 
swell  to  five  times  its  present  size.  Withoi 
the  development  and  diffusion  of  new  tecf 
nologies,  pollution  could  also  swell  to  man 
times  its  present  level.  Meanwhile,  pollutio 
levels  are  already  far  too  high. 

The  amount  of  pollution  is  determined  b 
three  factors:  the  number  of  people,  th 
amount  of  economic  activity  (represented 
GNP),  and  the  "pollution  intensity  of  pr 
duction  '  or  amount  of  pollution  generate 
per  unit  of  GNP. 

Pollution  can  be  controlled  by  lowering  an^»ywi 
one  of  these  variables.  We  will  be  lucky,  hov 
ever,  to  stabilize  population  at  double  today  : 
levels,  and  80%  ot  the  world's  population  lii 
ing  in  developing  countries  is  striving  for  ec(  1*}' 
nomic  growth.  So,  the  future  hinges  on  tecl  ijjiS: 
nology.  Not  only  must  it  change  fast  enoug 
to  keep  today's  levels  of  pollution  from  risini 
but  it  must  also  reduce  pollution  intensit 
each  year  to  balance  the  pollution  caused 
annual  growth  of  the  world's  economy. 

This  is  a  tall  order,  but  the  new  technok  jKS 
gies  offer  a  way  out  of  this  seemingly  impo: 
sible  squeeze.  They  allow  expansion  of  ecc 
nomic  activity  with  far  less  pollution  an 
fewer  demands  on  natural  resources  than  th 
low-efficiency,  material-laden  industries  th; 
created  many  environmental  problems  facin 
the  world  today. 

Paul  E.  Gray,  the  former  president  c 
M.I.T.,  sees  the  new  technologies  as  a  wa 
out  of  what  he  calls  "the  paradox  of  our  tirr 
—  the  mixed  blessing  of  almost  every  techm 
logical  development. "  The  development  c 
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LEADERSHIP 

The  Waste  Management  Mission 

As  the  world  leader  in  comprehensive  waste  collection, 
treatment  and  disposal  services,  we  feel  a  special 
responsibility  to  conduct  our  business  in  a  way  that 
leaves  the  Earth  healthy  and  safe.  And  to  help  others  do 
the  same. 

Waste  Management  landfill  sites  already  meet  tough 
new  federal  disposal  standards.  Our  Recycle  America" 
residential  and  commercial  recycling  programs  lead  the 
nation.  Strategic  joint  ventures  in  recycling  are  helping 
to  ensure  markets  for  materials  we  reclaim.  While  new 
energy  recovery  and  composting  systems  are  easing 
landfill  strain  and  conserving  resources. 

Today,  more  than  ever,  responsible  waste  manage- 
ment requires  an  integrated  system  of  many  solutions  — 
each  blending  together  to  form  a  complete  program. 

The  people  of  Waste  Management  are  committed  to 
environmental  leadership  and  innovation  worldwide. 
Call  your  local  office  for  some  fresh  ideas.  Discover  the 


■  Recycle  America"  programs  help  more  than  427  communities 
recycle  paper,  cans,  glass,  plastics  and  a  variety  of  other  materials. 

■  Our  WMS''"  automated  curbside  collection  system,  the  first  of  Its 
kind  in  the  U.S..  promises  greater  efficiency  for  residenilal  collection. 


Waste  Management,  Inc. 

Helping  the  world  dispose  of  its  problems.'^ 

3003  Butterfield  Road,  Oak  Brook,  IL  60521 
708/572-8800 
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socially  and  environmentally  responsible 
technologies"  is  not  only  feasible,  he  says,  "it 
is  the  great  challenge  we  face  as  engineers." 

INfORMATIOH 

Information  technology  is  one  of  the 
world's  largest  and  most  rapidly  expanding 
industries.  It  is  perhaps  the  most  advanced  of 
the  new  molecular  technologies,  and  it  illus- 


trates the  kinds  of  gains  that  these  technolo- 
gies make  possible. 

The  ability  to  handle  and  process  informa- 
tion is  increasing  exponentially.  The  silicon 
chips  that  are  the  heart  of  personal  computers 
can  contain  up  to  1  million  transistors,  which 
in  turn  determine  the  amount  of  information 
the  computers  can  handle  and  the  speed  at 
which  they  can  process  it.  By  the  end  of  the 

Lessons  from  a  Hole  in  the  Sky 

by  U.S.  Senator  John  Chafee 
(R  -  Rhode  Island) 


decade,  computer  chips  are  expected  to  co 
tain  up  to  100  million  transistors  eac 
Computing  power  that  is  now  only  in  tl 
hands  of  supercomputer  users  will  be  ava 
able  on  every  desktop. 

Computing  power  will  be  pushed  even  fii 
ther  by  new  parallel  processing  technolog 
which  uses  hundreds  or  thousands  of  chi 
wired  together  to  perform  numerous  calcul 
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Six  years  ago,  the  world's  refrigeration,  electronics,  and  insulation 
industries  were  launched  into  a  new  era  by  the  discovery  of  a  sea- 
sonal "hole  in  the  sky"  -  a  massive  drop  in  stratospheric  ozone 
levels  over  the  Southern  Hemisphere,  proving  that  chlorofluorocar- 
bons  (CFCs)  destroy  the  ozone  shield  protecting 
earth's  inhabitants  from  ultraviolet  radiation. 

Both  government  and  industry  knew  of  the  threat 
since  1974  but  took  little  action  until  this  global  crisis 
was  discovered  in  late  1985.  By  1987,  the  govern- 
ments of  the  world  produced  the  Montreal  Protoco 
calling  for  a  50%  reduction  in  CFC  use  by  1998. 
Shortly  after  the  protocol  was  signed,  new  evidence 
showed  significant  ozone  losses  over  the  Northern 
Hemisphere,  and  amendments  were  adopted  to  ban 
CFC  use  and  production  in  the  industrial  countries  by 
no  later  than  the  year  2000. 

When  the  U.S.  Environmental  Protection  Agency  (EPA)  first 
began  the  search  for  CFC  substitutes  in  the  late  1970s,  industry  stud- 
ies showed  few  alternatives  to  CFCs  -  not  enough  options  to  support 
even  a  simple  freeze  on  CFC  use  at  then-current  levels.  When  the 
Montreal  Protocol  was  adopted  in  1987,  EPA  studies  were  showing 
that  available  options  could  reduce  CFC  use  by  50%  at  a  total  cost  of 
$5  billion  by  the  end  of  the  1990s.  Today,  as  a  result  ol  rapid  inno- 
vations by  companies  that  were  dependent  on  CFCs,  alternatives  are 
available  for  virtually  all  uses  at  surprisingly  low  cost.  It  is  now  esti- 
mated thai  a  complete  ban  may  actually  cost  less  than  the  original 
estimate  toi  a  50%  reduction.  These  new  estimates  are  supported  by 
the  experiences  of  individual  CFC  users. 

Considering  the  chorus  of  complaints  so  often  aimed  at  environ- 
mental regulations,  this  is  an  astonishing  story.  The  major  users  of 
CFCs  are  moving  to  alternatives  far  more  swiftly  than  government 
regulations  require  and  often  finding  that  they  save  money  or 
improve  their  products  by  making  the  transition. 

Even  as  it  becomes  clear  that  the  world  can  do  without  CFCs  at  a 
reasonable  cost,  another  industrial  revolution  can  be  seen  on  the 
horizon,  this  one  promising  effects  on  the  entire  global  economy. 
The  continuing  buildup  of  greenhouse  gases  in  the  atmosphere,  espe- 
cially carbon  dioxide  (CO2),  creates  the  potential  for  dramatic 
changes  in  climate,  habitat,  and  agriculture.  This  new  environmental 
ihreat  has  governments  on  the  march  again. 

*  In  Germany,  the  parliament  undertook  a  massive  study  of  global 
environmental  threats,  publishing  a  1678-page  report  that  com- 


mits the  nation  to  slicing  global-warming  pollutants  by  one-thiJ 
within  20  years. 

Japan  has  launched  a  "New  Earth  21"  program  and  catalogu( 
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286  governmental  initiatives  as  part  ol  an  action  program  to  arre 
global  warming. 

Less-developed  nations  such  as  Brazil  have  imposi 
curbs  on  deforestation  and  implemented  prograti 


n  modtls 


to  plant  millions  of  new  trees,  while  others  are  dra 
tically  altering  their  patterns  of  agriculture  ar 
forestry 

The  many  individual,  national  commitments  to  c 
something  about  global  warming  are  expected 
merge  into  a  worldwide  plan  of  action  at  the  Jun 
1992,  U.N.  Conference  on  Environment 
Development  (UNCED)  to  be  held  in  Rio  de  Janeit 
This  "Earth  Summit"  will  draw  presidents  and  prir 
ministers  from  140  nations.  A  commitment  to  freeze  C0>  emissio 
at  1990  levels  beginning  in  the  year  2000  is  now  supported  by  mm 
of  the  developed  and  developing  world  and  is  a  likely  outcome  of  t 
UNCED  conference. 

If,  as  predicted,  world  population  doubles  over  the  next  50  yea: 
economic  output  may  triple  and  energy  use  -  the  primary  source 
global-warming  gases  -  increase  five  fold,  a  freeze  on  carbon-dioxi 
emissions  at  current  levels  seems  an  ambitious  target.  But  a  freeze 
only  a  modest  first  step.  Even  with  a  freeze  on  yearly  emissions,  C' 
concentrations  in  the  atmosphere  will  condnue  to  increase.  EPA  sr 
ies  indicate  that  an  80%  emissions  reduction  may  be  necessary  to  h< 
atmospheric  concentrations  of  CO:  -  and  global  temperatures 
current  levels. 

As  this  article  goes  to  press,  the  U.S.  government  is  resisting  evi 
the  modest  goal  of  capping  emissions  at  existing  levels.  That  is  unfc 
tunate.  Energy  conservanon  and  production  technologies  are  availat 
today  to  achieve  that  goal  with  little  or  no  net  cost  to  individu 
industries  or  the  U.S.  economy  as  a  whole. 

More  importantly,  if  we  look  to  the  example  of  CFCs,  we  mig 
well  expect  that  a  more  aggressive  strategy  to  respond  to  the  threat 
global  warming  can  be  implemented  at  costs  much  lower  than  curre 
projections.  The  rush  of  industrial  innovation  now  replacing  CF' 
should  be  a  lesson  for  us  all.  Those  companies  and  countries  that  fa 
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up  to  the  challenge  of  global  warming  and  press  ahead  with  solutio  t>t 
now  are  sure  to  find  rewards  in  the  future  they  could  not  have  predi(  t-i 
ed.  There  is  no  reason  to  wait  for  another  hole  in  the  sky. 
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IS  simultaneously.  By  the  end  of  the 
ide,  computer  makers  hope  to  sec  a 
:rcomputer  capable  of  1  trillion  calcula- 
s  per  second.  Such  enormous  computing 
er  will  allow  advances  such  as  simulations 
\ic  human  body  for  the  testing  of  new 
>s,  computers  that  respond  easily  to  a 
:  variety  of  spoken  commands,  and  better 
ate  prediction. 

he  environmental  consequences  oi  this 
nology  are  close  to  negligible.  Silicon  is 
of  the  most  abundant  substances  on 
1.  The  value  in  the  chips  is  in  the  electri- 
omponents  etched  into  them,  not  in  the 
erial.  Chip  manufacture  makes  little 
and  on  precious  resources,  and  consumes 
ess  energy  per  dollar  of  product  than 
y  industry.  Ano  while  computers  now 
;iime  negligible  imounts  ot  electricity, 
er  models  need  less.  Meanwhile,  the 
istry  is  providing  jobs  and  wages  for 
cers  in  the  U.S.  and  abroad,  expanding 
P  without  running  afoul  of  environ- 
tal  constraints. 

ne  consequence  of  the  enormous  advance 
fordable  computing  power  will  be  the  rise 
new  generation  of  small,  automated  fic- 


386  chip.  That  chip  and 
its  even-more-powerful 
successors  are  boosting 
computing  power  at  rates 
that  delight  software 
designers  exploiting  such 
new  applications  as  the 
combination  of  high-qual- 
ity audio  and  video  with 
conventional  computers. 

In  the  first  half  of 
1991,  $2.5  billion  worth 
of  computer  software  was 


Computers  using  highly  sophisticated 
chips  require  little  energy. 


In  February,  the  Presi- 
dent's Council  on  Com- 
petitiveness, chaired  by 
Vice-President  Dan 
Quayle,  specified  what  it 
considered  the  most 
important  growth  areas  in 
biotechnology.  In  its 
report,  the  council  noted 
that  biotechnology  in  the 
next  decade  "will  produce 
healthier  foods,  safer  pes- 

  ticides,  additional  energy 

resources,  and  innovative  environmental 


sold  in  the  U.S.  and  Canada,  up  16%  from  a 
year  earlier.  Software  production  provides     clean-up  techniques."  As  this  progress  is  real- 
r,  •        ^    ■  ^  1       r     I  ^      ^      ized,  the  report  said,  the  $2 

it  IS  a  prime  exampLe  of  what  experts  , , ,  c  ,     u  i 

1  1        J  r  billion  U.^.  biotechnology 

call  dematerialization:  more  GNP  out  of  less  stujf. 


this  boost  to  the  economy  with  even  fewer 
environmental  consequences  than  computer 
hardware  manufacture.  The  only  materials 
consumed  are  the  bits  of  iron  and  plastic  in 
the  floppy  disks  the  software  is  stored  on,  and 
the  paper  in  the  packaging  and  manuals.  It  is 
a  prime  example  of  what  experts  call  demate- 
rialization: more  GNP  out  of  less  stuff. 

The  explosion  in  computer 
hardware  and  software  is 
being  accompanied  by  a  com- 
munications revolution  that 
will  allow  much  more 
widespread  sharing  of  infor- 
mation. The  U.S.  government 
has  begun  construction  of  a 
nationwide  fiber-optic  net- 
work that  will  allow  the  trans- 
mission of  high-qualiry  video 
images  to  remote  locations  as 
easily  and  quickly  as  text  is 
primory  paylood  aboard  last  September's  Shuttle  Discovery  transmitted  now. 
is  the  GE-built  Upper  Atmosphere  Research  Satellite.  network,  to  be  called 

the  National  Research  & 
Education  Network,  will  link  government, 
industry,  and  universities  by  the  mid  1990s. 


s  of  the  kind  that  often  lead  industry  in 
vation,  says  Krishna  C.  Saraswat,  an  elec- 
I  engineer  at  Stanford  University. 
Ivances  in  computer  hardware  have  also 
led  the  door  to  a  huge  new  market  for 
vare.  The  Windows  operating  system 
1  Microsoft  Corp.,  which  has  rapidly 
me  a  standard  in  the  personal  computer 
istry,  takes  advantage  of  the  relatively 
It  generation  of  computers  using  the  Intel 


BlOlimOlOGY 

Recent  advances  in  biotechnology,  the  sec- 
ond ot  the  new  molecular  technologies,  allow 
precise  manipulation  of  organisms.  Their 
potential  applications  promise  to  affect  agri- 
culture, medicine,  and  industry  in  ways  that 
will  revolutionize  each  of  these  fields. 


industry  is  expected  to  grow  to  $50  billion. 

Some  applications  are  already  showing 
great  promise: 

•  The  copper-mining  industry  employs  the 
bacterium  Theobacillus  ferrodoxins  to  smelt 
30%  of  the  copper  produced  in  the  U.S. 

•  Genetic  engineering  and  increased  under- 
standing of  enzyme  activity  may  ultimately 
lead  to  new  classes  of  industrial  catalysts, 
decreasing  the  chemical  industry's  waste 
production,  use  of  fossil  fuels,  and  energy 
per  unit  of  product. 

•  Biotechnology  may  help  free  farmers  from 
their  reliance  on  pesticides  and  synthetic 
fertilizers.  The  need  for  such  technologies 
is  critical.  In  a  survey  of  the  nation's  lakes 
and  rivers,  the  Environmental  Protection 
Agency  found  that  agricultural  run-off  was 
the  leading  source  of  pollution. 
Researchers  are  producing  crop  varieties 

that  require  fewer  doses  of  pesticides,  and 
are  developing  crops  that  resist  insects. 
Genes  to  produce  insecticides  have  been 
stitched  into  the  genes  of  cotton  plants  to 
inhibit  the  growth  and  development  of 
insects  that  invade  cotton.  The  choice  of 
cotton  for  these  experiments  could  have  par- 
ticularly profound  environmental  conse- 
quences. According  to  Roger  Beachy,  head 
of  the  division  of  plant  biology  at  Scripps 
Research  Institute  in  La  Jolla,  Calif,  about 
40%  of  the  insecticides  used  in  the  U.S.  are 
used  on  cotton.  "If  you  can  reduce  that  by 
90%  with  a  single  gene,  the  implications  for 
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A  member  of  MITSUBISHI  COMPANIEI 


For  besT  results. 


For  all  its  complexities  the 
human  mind  operates  under 
a  very  simple  rule;  the  more 
you  use  it  the  stronger  it  becomes. 

At  the  Mitsubishi  Kasei  Institute  of  Life  Sciences  we 
possess  a  wealth  of  knowledge  about  the  human 
mind.  After  all,  weVe  been  studying  it,  and 
conducting  other  basic  research,  for  over 
20  years.  In  fact  we  were  a  pioneer  in  the 
study  of  life  sciences,  and  weVe  been  at 
the  forefront  ever  since. 

Our  focus  as  we  approach  the  next 
century,  and  a  rapidly  graying  society, 
is  the  study  of  aging  and  its  related 
disorders.  Starting  with  the  brain. 
Right  now  we're  working  on  the 
causes  and  possible  preventi(^n  of 
Alzheimer's  disease. 
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You  might  think  that  this 
type  of  information  is  unex- 
pected coming  from  Japan's 
largest  integrated  chemical 
company,  Mitsubishi  Kasei,  but  it's  the  perfect  examp 
of  how  we're  into  many  different  fields.  In  info: 
mation  and  electronics,  we're  the  only 

company  that  manufactures  floppy,  han 
and  optical  disks.  In  plant  genetics  ani 
agriculture,  we  develop  disease-  and 
insect-resistant  strains  and  hybrids  t 
feed  a  hungry  world.  And  we  make 
possible  the  continuing,  vital  researchjlanimac 
of  the  Mitsubishi  Kasei  Institute. 
To  find  out  more  about  Mitsubishi 
Kasei,  call  or  write  for  our  annual  report, 
You'll  see  how  we're  using  our  brains  to 
help  save  yours. 
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ivironment  are  enormous,"  he  says, 
e  cotton  plants  go  one  step  beyond  a 
of  biological  control  of  insects  that  has 
dy  sprung  from  the  biotechnology 
stry.  The  bacterium  Bacillus 
ngiensis,  which  can  attack  up  to  100 
ent  insect  pests,  has  been  used  for  years 
ifer  alternative  to  chemical  insecticides, 
e  experimental  cotton  plants  were  made 


by  clipping  the  toxin  gene  from  Bacillus 
thuringiensis  and  splicing  it  into  the  genes  of 
the  cotton  plants.  The  plants  thus  produce 
their  own  biologically  safe  insecticides,  elimin- 
ating the  need  for  spraying. 

Corn,  cucumbers,  and  potatoes  are  also 
amenable  to  such  genetic  manipulation, 
which  could  lead  to  further  reductions  in  the 
use  of  chemical  insecticides.  Over  the  longer 


term,  researchers  hope  not  only  to  reduce 
pesticide  use  but  also  to  reduce  fertilizer  use. 
The  aim  is  to  equip  crops  with  the  means  to 
produce  their  own  fertilizers. 

Legumes  such  as  soybeans  and  alfalfa  have 
this  capacity  naturally.  Bacteria  called  rhizo- 
bia  colonize  the  plants,  absorb  nitrogen  from 
the  air,  and  convert  it  into  a  form  the  plants 
can  use  as  nourishment. 


Electronic  Utilities  and  the  Environment:  Partners  for  the  21st  Century 

by  John  E.  Bryson,  Chairman  and  CEO 
Southern  California  Edison  Co. 


t  Southern  California  Edison,  we  are  seeking  to  achieve  regional 
and  national  environmental  objectives  while  meeting  our  cus- 
tomers'  needs  for  reliable,  reasonably  priced  electriciry.  To  do 
I  are  departing  from  traditional  utility  paths, 
r  example,  when  a  recent  National  Academy  of 
ces  report  noted  the  accumulation  of  carbon  diox- 
DO2)  poses  a  potential  threat  sufficient  to  merit 
IS  today,  despite  uncertainties  about  greenhouse 
ing.  Edison  was  persuaded  to  act  now  to  reduce 
emissions  at  litde  or  no  cost  to  our  customers. 
May,  Edison  and  the  Los  Angeles  Department 
ater  &  Power  jointly  announced  that  each  util- 
ould  reduce  its  CO:  emissions  by  10%  each  by 
ext  decade,  and  by  an  additional  10%  by  the 
?010. 

is  spring,  Edison  announced  it  would  support 
;ent  new  air-qualiry  rules  in  Southern  California  requiring  an 
reduction  of  nitrogen-oxide  (NOx)  power  plant  emissions, 
ch  environmental-protection  initiatives  by  electric  utilities  will 
ucceed  if  utilities  are  allowed  to  apply  their  experience  and  judg- 
to  solving  environmental  problems.  Environmental  and  utility 
itors  should  establish  broad  policy  goals,  then  allow  utilities  to 
ve  environmental  goals  in  the  least  costly  manner  possible, 
lately,  environmental  issues  have  to  compete  with  a  multitude  of 
:rns  for  utilities'  limited  financial  resources, 
ison  plans  to  take  several  steps  to  achieve  these  CO:  and  NOx 
tions.  Most  important,  we  will  expand  our  energy  conservation 
ams  to  help  customers  use  energy  more  efficiently.  One  of  our  55 
y-efficiency  programs  improves  air  quality  by  replacing  internal- 
ustion  motors  used  in  agriculture  and  manufacturing  with  cleaner 
ic  motors.  Our  Welcome  Home  Program  gives  residential  builders 
tives  to  surpass  state  energy-efficiency  standards  for  housing, 
s  have  also  given  low-income  customers  more  than  1  million  free 
lact  fluorescent  light  bulbs,  which  use  75%  less  energy  and  last 
times  as  long  as  than  conventional  bulbs.  Since  the  program's 
tion  six  years  ago,  these  new  bulbs  have  saved  enough  energy  to 
nate  437,000  pounds  of  CO2,  4,000  pounds  of  NOx,  and  31,000 
ds  of  sulfiir-dioxide  emissions  annually. 

hile  expanding  our  conservation  programs  will  enable  us  to  sup- 
lost  of  our  future  load  growth,  Edison  will  take  two  additional 
to  increase  generating  capacity  while  reducing  air-polluting 
lions.  We  plan  to  convert  our  older  steam  plants  into  combined- 


cycle  systems,  that  use  combustion  turbines  to  generate  electricity 
and  also  capture  the  exhaust  heat  to  make  steam  that  generates  more 
electric  power.  These  more  efficient,  repowered  plants  will  reduce 
CO2  emissions  by  600,000  tons  annually  by  the  year  2000.  We  will 
also  consider  how  we  can  increase  our  use  of  alternate 
and  natural  resources.  We  now  provide  electricity 
from  oil,  natural  gas,  hydroelectric,  coal,  nuclear, 
biomass,  solar,  wind,  and  geothermal.  Edison  will 
pursue  cost-effective  alternative  and  renewable  tech- 
nologies such  as  wind  and  solar  power  —  in  the 
future. 

Solar  power  looks  especially  promising.  Together 
with  Texas  Instruments  Inc.,  we  will  develop  an  inno- 
vative solar  cell  that  will  convert  sunlight  to  electricity 
—  at  about  one-fiifth  the  cost  of  conventional  solar 
cells.  Edison  is  also  taking  the  lead  in  cooperating 
with  other  utilities  to  construct  Solar  Two,  the  most  advanced  solar- 
power  plant  in  the  world. 

Edison  stands  committed  to  further  developing  non-polluting  elec- 
tric transportation  too.  Electric  cars  are  97%  cleaner  than  the  conven- 
tionally powered  vehicles  now  operating  on  Southern  California  high- 
ways, taking  into  account  power  plant  emissions  and  the  generation 
resource  mix  available  in  the  area.  So  their  widespread  use  can  signifi- 
cantly reduce  vehicular  emissions,  which  account  for  about  two-thirds 
of  the  air  pollution  in  the  Los  Angeles  Basin. 

Edison  scientists  are  also  advancing  the  use  of  electro-technologies 
to  improve  product  quality  while  reducing  air-polluting  emissions. 
One  example,  ultraviolet  curing,  offers  an  energy-efficient  alternative 
to  the  high-polluting,  solvent-based  coatings  used  by  furniture  mak- 
ers, metal  finishers,  and  printers. 

Southern  California  Edison  is  not  the  only  electric  utility  seeking  to 
protect  the  environment.  This  year,  about  200  U.S.  utilities  will 
spend  $2  billion  on  about  1,300  conservation  programs.  The  Edison 
Electric  Institute  expects  these  programs  to  "supply"  24,000 
megawatts  —  or  about  24  large  power  plants'  worth  of  electricity  — 
by  the  year  2000. 

Protecting  the  environment  not  only  improves  life  for  electric  utili- 
ties' customers;  it  is  also  sound  business.  Edison  envisions  a  myriad  of 
business  opportunities  arising  from  our  commitment  to  clean  air  and 
sees  no  inherent  conflict  between  operating  a  profitable  business  while 
improving  the  quality  of  life.  On  the  contrary,  the  two  goals  enhance 
each  other. 
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Most  other  plants  cannot  be  colo- 
nized by  rhizobia.  They  require 
nitrogen  from  chemical  fertilizers. 
Researchers  have  recently  shown, 
however,  that  they  can  manipulate 
rice,  wheat,  and  other  crops  to  allow 
colonization  by  rhizobia.  What  they 
have  not  yet  shown  is  whether  the 
bacteria  are  in  fact  nourishing  the 
plants. 

The  advantages  of  these  high-tech 
manipulations  of  plant  and  predator 
genes  can  be  enhanced  by  a  return  to 
more  environmentally  sensitive  farm- 
ing practices.  Combining  technolo- 
gies for  natural  pest-management 
with  biotechnology  has  "tremendous 
implications  for  the  environment," 
says  Beachy. 

Biotechnology's  impact  on  the  environ- 
ment is  also  being  felt  in  the  treatment  and 
disposal  of  dangerous  wastes.  In  the  technol- 
ogy known  as  bioremediation,  microbes  are 
used  to  digest  and  break  down  harmful  waste 
products. 


rice  I'" 


at  levels  below  one  part  per  billion,  he  says 

Cultured  plant  cells  are  also  being  wired 
tor  use  in  monitoring  herbicides  and  pesti 
'cides.  Other  techniques  for  measuring  sucl" 
substances  use  expensive,  cumbersomf 
machinery  such  as  mass  spectrographs.  Th« 
biosensors  depend  upon  sophisticated  com 
puter  technology  to  pick  out  the  desirec  3*°'^' 
signals  from  the  jumble  of  electrical  pulse; 
emerging  from  the  biological  parts  of  the 
sensors,  he  says. 

Rechnitz  says  such  sensors  might  in  the 
future  be  used  to  monitor  other  environ 
mental  factors,  such  as  the  rise  in  ultra-  ic  j- 
violet  radiation  accompanying  the  destruc 
tion  of  the  stratospheric  ozone  layer. 


The  GE  Research  and  Development  Center 
on  the  Hudson  River  near  Fort  Edward,  N.Y. 


Biotechnology's  impact  is  also  being  felt  in 


fuels.  It  has  been  controversial  because  of  con- 
cerns that  distilling  ethanol  from  corn  might 
actually  consume  more  energy  than  the  result- 
ing ethanol  could  produce. 

But  the  production  of  ethanol  from 
garbage  overcomes  those  limitations  by 
using  an  already  avail- 
able source  material. 


atior.  - 


Ihe  third  molecular  technology  — 
advanced  materials  —  promises  to  turn  manu- 
facturing on  its  ear.  In  the  past,  products  wen 
designed  based  on  the  constraints  inherent  ir  raiiiik!! 
the  materials  used  to  make  them.  Automobile  li.polliict 
design,  for  example,  was  constrained  by  the  fijici 
load  limits  and  strength-to-weight  ratio  ol 
steel.  Until  recently,  steel  was  the  only  material 
available  for  the  manufacture  of  structural 


General  Electric  Co.  is  experimenting  with 
the  use  of  microbes  to  break  down  highly 
toxic  PCBs,  used  as  insulators  in  electrical 
equipment.  Microbes  were  also  used  in 
Alaska  to  break  down  crude  oil  after  the  1 1 
million-gallon  spill  from  the  Exxon  Valdez, 
with  encouraging  results,  according  to  the 
congressional  Office  of  Technology 
Assessment,  which  issued  a  report  on  the 
experiment  in  1991. 

Bioremediation  takes  a  bit  longer  than 
conventional  cleanup  technologies,  but  its 
environmentjl  advantages  are  matched  by 
economic  advantages:  It  is  cheaper  than 
conventional  cleanup  technology,  says  Har- 
vey Price,  director  of  the  Applied  Biotreat- 
ment  Assn. 

Most  of  the  microbes  now  used  commer- 
cially are  naturally  occurring  organisms.  The 
future  points  to  genetically  engineered  organ- 
isms designed  to  have  enhanced  appetites  for 
oil  and  other  pollutants. 

In  an  entirely  different  use  of  biotechnolo- 
gy, researchers  are  discovering  that  biodegrad- 
•ible  waste  can  be  converted  into  ethanol  for 
use  in  fuels,  reducing  comsumption  of  fossil 


the  disposal  of  dangerous  wastes.  ™"'p°"^"''-  ^^"^  incorporation  oi 

-f  J  a  alummum,  magnesium,  and  otfiei 

At  the  same  time,  it  would  reduce  the  quan- 
tity of  solid  wastes,  says  Lee  R.  Lynd  of 
Dartmouth  College. 

A  variety  of  other,  more  exotic  biotech- 


metals  has  given  design  engineers  more  lati- 
tude, but  their  latitude  will  be  vasdy  expandec 
with  the  adoption  of  new  materials. 

The  plastic  composites  and  ceramics  anc 


nologies  are  under  development,  including     other  new  hybrids  offer  designers  the  oppor-  lifijofttc 


some  that  incorporate  elements  of  computer 
technology  as  well  as  ■ 
biotechnology. 

Garry  Rechnitz,  direc- 
tor of  the  Hawaii 
Biosensor  Laboratory  at 
the  University  of  Hawaii, 
is  using  tiny  hairs  from 
crayfish  to  produce 
exquisitely  sensitive  pol- 
lution detectors.  "We 
employ  the  sensing  hairs 
from  these  crayfish,  join 
them  with  an  electronic 
pickup  device,  and  use 
them  to  detect  and  mea- 
sure toxins  at  very,  very 
low  levels,"  Rechnitz  says. 
Toxins  can  be  measured 


Dow  researchers  work  to  improve 
plastics  recycling  technologies. 


tuniry  to  design  first  —  and  then  construct  Epattdto 
-  materials  to  meet  theirfi''i<ltli£n 

design  specifications 
Instead  of  materials|'''''«iiii 

limiting  design  options 
product  design  will  dic- 
tate the  characteristics 
of  the  needed  materials, 
The  materials  can  then 
be  constructed  to  mee 
the  design  challenges 

One   of  the  most 
important  testing 
grounds  for  the  new  ^^i\m 
materials  will  be  the  '''""riw 
automobile  industry, 
where  composites  an 
ceramics  are  already 
making  inroads.  Auto 
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ers  face  huge  environmental  challenges. 
\f  are  being  constrained  to  reduce  emis- 
s  and  increase  energy  efficiency  at  the 
;  time  that  they  provide  for  the  recycla- 
y  of  their  products.  The  new  materials 
potentially  help  carmakers  meet  all  of 
;  goals. 

'nthetic  and  artificial  materials  could  have 
nmense  impact  on  the  environment,  part- 


ly through  dematerialization.  Composites  are 
stronger  and  lighter  than  steel,  so  structural 
demands  can  be  met  with  less  material.  Less 
material  usually  means  less  pollution. 

With  automobiles,  the  impact  is  easy  to 
see.  Tougher,  lighter  materials  allow  the 
weight  of  cars  to  be  reduced.  That  increases 
fuel  economy,  reducing  emissions.  In  auto- 
mobiles, much  of  the  research  interest  focus- 


es on  reducing  the  weight  of  the  engine,  says 
Frank  Field,  director  of  the  Materials  Sys- 
tems Laboratory  at  the  MIT. 

"Where  you  can  really  gain  a  huge  amount 
is  if  you  reduce  the  weight  of  moving  parts," 
he  says.  The  incorporation  of  new  materials 
can  allow  engines  to  be  made  smaller  while 
retaining  the  power  of  their  iron-and-steel 
forerunners.  Engineers  are  experimenting  with 
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Transforming  Technology:  A  Second  Industrial  Revolution 

by  James  Gustave  Speth  and  S.  Bruce  Smart,  Jr. 
World  Resources  Institute 


round  the  world,  societies  are  pursuing  two  potentially  conflict- 
L  ing  goals:  a  cleaner  environment  and  sustained  economic 
JL.  growth.  What's  needed  to  reconcile  these  goals  is  a  sweeping 
nological  transformation  —  essentially  a  second  Industrial 
)iution  —  that  brings  human  impacts 

into  balance  with  nature's  regenera- 
powers. 

om  the  groundwater  to  the  strato- 
re,  pollution  pervades  the  biosphere, 
aging  forests,  crops,  and  aquatic  life 
vast  regions  and  increasing  health 
;.  In  the  form  of  ozone  destroyers 
greenhouse  gases,  it  even  threatens 
etary  life-support  systems.  We  can't 
rd  to  continue  down  this  path  for 
omic,  as  well  as  ecological,  reasons, 
enting  pollution  and  stepping  up  energy  efficiency  make  good 
lomic  sense,  because  they  make  a  company  or  an  economy 
i  competitive. 

nother  reason  we  must  change  course  is  that,  apart  from  the 
ling  of  technology,  there's  no  relief  in  sight.  Human  numbers 
xpected  to  almost  double,  to  9  billion  or  10  billion,  by  mid-cen- 
and  the  world  economy  to  multiply  fivefold.  What  if  the  pro- 
ion  of  heat-trapping  gases,  industrial  wastes,  and  other  pollutants 
the  consumption  of  energy,  water,  minerals  ,  and  other  natural 
urces  keeps  pace  with  those  growth  curves?  Pollution  and 
urce  consumption  would  skyrocket,  making  today's  difficult 
Tems  into  tomorrow's  insurmountable  ones, 
workable  future  is  possible  only  if  we  rapidly  replace  current 
nologies  with  new  and  greener  ones  —  in  every  sector,  from 
gy  generation  and  transportation  to  manufacturing,  housing,  and 
:ulture.  Environmental  damage  can't  be  cut  down  to  size  until 
)ollution  generated  and  the  raw  materials  used  per  unit  of  output 
oth  at  bottom  technological  factors  —  decline  much  faster  than 
lOmic  output  grows.  But  without  leadership  from  the  interna- 
il  business  and  technical  communities,  this  environmental  revo- 
in  in  technology  won't  happen. 

[aking  this  all-fronts  technological  transition  will  not  be  cer- 
,  quick,  or  easy.  But  facing  up  to  necessary  change  can  give 
nessmen,  environmentalists,  consumers,  and  governments  a 
mon  agenda  and  the  sense  that  technology  is  part  of  the  solu- 
,  not  just  part  of  the  problem.  The  need  to  replace  old  stocks 


in  the  economy  with  new  ecologically  sound  capital  equipment 
and  consumer  durables  is  there  for  all  to  see.  And  all  can  make 
common  cause  in  pressing  for  the  market-based  approaches  and 
economic  incentives  that  can  be  the  most  efficient  means  of  bring- 
ing about  change. 

For  corporate  leaders,  five  imperatives 
stand  out: 

1.  Make  the  environment  your  issue,  not 
somebody  else's. 

2.  Move  beyond  compliance  to  leader- 
ship, surpassing  standards  and  develop- 
ing the  green  technologies  and  prod- 
ucts of  the  future. 

3.  Demand  that  government  back  the 
technological  transformation:  What's 
needed  is  more  R&D  for  green  tech- 
nologies, an  end  to  damaging  subsidies,  and  a  shift  of  the  tax  bur- 
den away  from  such  desirable  activities  as  earning  income  and 
investing  and  toward  such  ills  as  generating  pollution  and  waste. 

4.  Address  today's  two  greatest  environmental  needs:  reducing  green- 
house-gas emissions  by  shifting  to  sustainable  energy  strategies 
(particularly  in  industrial  countries)  and  restoring  the  degraded 
natural-resource  base  (particularly  in  developing  countries). 

5.  Commit  your  corporation  to  accountability:  Bring  outside  envi- 
ronmental experts  into  your  internal  deliberations  and  institute 
full  disclosure  and  independent  auditing  of  environmental 
accounts. 

If  environmental  and  business  leaders  abandon  the  adversary 
approach  of  the  past  and  forge  new  modes  of  cooperation,  they  can 
work  together  to  design  a  sustainable  future. 

If  we  pursue  these  new  approaches  and  partnerships,  the  1990s 
can  be  a  period  as  electrifying  as  the  first  Industrial  Revolution,  an 
era  of  creative  ferment  in  which  a  new  path  to  the  future  is  staked 
out.  Across  the  whole  economy,  we  can  bring  the  full  power  of 
modern  technology  to  bear  on  the  search  for  greener  ways  of  doing 
things,  for  technologies  far  better  suited  than  today's  to  the  needs 
of  the  21st  century.  And  we  can  start  repairing  the  environmental 
damage  that  is  the  unintended  by-product  of  our  economic  devel- 
opment to  date.  If  we  can  find  the  courage  and  vision  needed  to 
make  these  things  happen  before  past  mistakes  get  the  better  of  us, 
we  can  leave  a  legacy  of  hope  —  our  most  important  gift  to  the 
new  century. 
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Improving  the 
environment,  9  to  5. 

As  one  of  the  world's  largest  computer  and  communi- 
ations  companies,  we  feel  a  great  responsibility  in 
•reserving  our  planets  natural  environment. 

But  after  considering  the  harmful  elements  that  often 
xist  within  our  everyday  office  environment,  we've 
i!so  become  active  in  producing  user-friendly  office 
quipment  that s  designed  with  the  employees'  health 
Dremost  in  mind. 

A  good  example  of  this  effort  can  be  seen  in  the  NEC 
lultiSync  monitor.  Not  only  has  distortion  and  reflection 
leen  reduced  to  a  minimum,  but  NEC's  Reduced 
/lagnetic  Field™  technology  has  greatly  decreased  the 
lotentially  harmful  emissions  that  plague  other 
monitors.  The  result  is  a  computer  monitor  that  is  safer, 
nore  efficient  and  a  pioneer  for  a  whole  new  generation 
)f  computer  peripherals. 

Building  a  better  monitor  may  not  solve  problems  as 
iniversal  as  our  disappearing  ozone  layer  or  rain 
Drests.  But  for  those  sitting  behind  a  screen  during 
heir  working  day,  if  s  an  effort  every  bit  as  important. 


NEC  Corporation  is  a  leading 
global  supplier  of  computers 
and  communications  systems 
and  equipment.  From 
marketing  to  research  and 
development,  while  producing 
everything  from  satellites 
to  semiconductors,  our  basis 
of  operations  is  to  promote 
a  world  of  mutual 
understanding  through  the 
synergistic  integration  of 
"C&C"  -  computers  and 
communications. 


Dr  further  information,  please  contact:  NEC  Technologies,  Inc.,  Graphics  SBU, 
IS5  Michael  Drive,  Wood  Dale,  Illinois  60193 


NEC 
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ceramic  engine  valves,  which  open  and  close 
with  every  up-and-down  movement  oi  an 
engine's  pistons,  mnking  the  valves  among  the 
fastest  moving  part'-  in  an  engine.  Field  says. 

Ceramics  have  the  additional  advantage 
that  they  can  withstand  higher  temperatures 
than  steel.  The  basic  laws  oi  thermodynamics 
dictate  that  a  hotter  engine  is  a  more  efficient 
—  and  less-polluting  —  engine.  Thus  ceram- 


ic engine  parts  can  contribute  to  environmen- 
tal goals  in  two  ways:  by  reducing  engine 
weight  and  increasing  engine  efficiency. 

Japanese  auto  makers  are  already  using  ■ 
ceramics  in  commercially  available  tur- 
bochargers,  which  use  exhaust  heat  to 
pump  more  oxygen  into  the  engine, 
increasing  horsepower.  Turbochargers  are 
bathed  in  extremely  hot  exhaust  gases. 


making  ceramics  ideal.  And  the  boost 
horsepower  can  translate  into  a  reductic 
in  fuel  consumption. 

A  variety  of  other,  more  exotic  materi; 
may  also  spawn  new,  eco-friendly  industrie 
The  recent  development  of  high-temperatu 
superconductors  could  lead  to  new  electric 
transmission  systems  that  would  be  far  mo 
efficient  than  today's  copper  cables.  An  es 


Free  Enterprise  -  Technology  -and  a  Cleaner  Environment 

By  William  K.  Reilly,  Administrator 
U.S.  Environmental  Protection  Agency 


This  past  September,  1  traveled  with  President  Bush  to  the 
Grand  Canyon.  There  we  announced  an  agreement  that  will 
significantly  reduce  the  haze  that  has  diminished  the  Canyon's 
magnificent  vistas. 

By  the  terms  ot  our  agreement,  the  Navajo 
Generating  Plant,  located  80  miles  northeast  of  the 
Canyon,  will  install  scrubbers  to  reduce  the  plant's 
emissions  of  sulRir  dioxide  by  90%.  Importantly,  the 
final  rule  will  cut  costs  to  Navajo's  owners  and  cus- 
tomers below  what  an  originally  proposed  rule 
required,  at  the  same  time  achieving  greater  environ- 
mental benefits  than  the  earlier  proposal. 

The  innovative  ideas  that  allowed  EPA  to  issue  a 
final  rule  more  economically  and  more  environmen- 
tally beneficial  than  our  initial  proposal  came  from  a 
group  convened  by  EPA,  including  all  of  the  relevant 
parties.  It  was  their  ingenuity  and  collective  wisdom  that  did  it.  This 
agreement  should  prove  to  all  that  we  can  work  together  toward  deci- 
sions that  are  environmentally  responsible  and  economically  sound. 

As  another  example,  look  to  EPA's  brokered  deal  on  reformulated 
gasoline  and  oxygenated  fuels,  implementing  the  1990  Clean  Air 
Act's  requirement  for  cleaner-burning  gasoline.  We  recognized 
early  on  that  EPA  is  not  in  the  business  of  producing  gasoline  or  ol 
manufacturing  automobiles.  In  other  words,  if  this  goal  was  to  be 
met,  regulated  industry  and  all  the  relevant  interests  needed  to  be 
involved.  And  so  we  decided  to  try  a  negotiated  rule-making  pro- 
cess, inviting  30  parties,  including  oil  and  automobile  industry 
executives,  environmentalists,  and  citizen  groups,  to  come  to  the 
bargaining  table. 

After  three  months  of  negotiation,  the  parties  reached  a  compro- 
mise. By  its  terms,  a  reformulated,  cleaner  gasoline  will  be  sold  in  our 
nine  dirtiest  cities  by  1995,  reducing  smog-producing  volatile  organic 
compound  (VOC)  emissions  in  these  cities  by  almost  300  million 
pounds  per  year.  The  compromise  further  assures  flexibility:  It  allows 
oil  companies  to  meet  the  new  standards  through  a  variety  of  refor- 
mulations and  even  awards  credits  to  these  companies  for  gasoline 
that  exceeds  the  standards. 

Here  we  saw  a  profound  new  dynamic:  Industry  actually  participat- 
ing in  developing  the  ground  rules  by  which  it  is  to  be  regulated.  The 
Bush  Administration  is  inspired  by  the  success  of  this  fuels  agreement, 
as  we  are  inspired  by  the  opportunities  for  future  negotiations. 

Recently,  I  took  the  process  a  step  further  by  engaging  industry 


directly  in  nonregulatory  initiatives  to  prevent  pollution.  Consid 
the  success  of  a  program  we  call  33/50. 

This  past  January,  I  wrote  to  the  CEOs  of  600  large  industri 
companies.  I  asked  them  to  reduce  their  emissions  of  17  high-prio 
ity  toxic  chemicals  voluntarily:  one-third  by  199 
one-half  by  1995.  The  response  of  these  executives 
encouraging. 

After  just  a  few  months,  we  are  seeing  speci 
numerical  commitments  from  over  300  compani( 
for  reductions  of  over  250  million  pounds  in  releas 
of  our  targeted  chemicals.  Many  companies  comm 
ted  to  go  beyond  the  requests  I  made  to  them. 

Similar  success  continues  to  greet  EPA's  "Grei 
Lights"  program,  another  non  regulatory  pollutit 
prevention  initiative  begun  in  the  last  year.  Gre^ 
Lights  helps  U.S.  companies  cut  pollution  throu 
energy-efficient  lighting  technologies. 

Economists  estimate  that  if  energy-efficient  lighting  were  us 
wherever  profitable,  electricity  required  for  lighting  could  be  cut 
half.  Annual  sulfur-dioxide  emissions  could  be  reduced  by  7% 
the  national  total.  Nitrogen-oxide  emissions  could  be  reduced 
4%.  Carbon-dioxide  emissions  could  be  reduced  by  over  200  m 
lion  tons  —  the  equivalent  output  of  42  million  cars,  or  one-thi 
of  all  cars  on  the  road. 

Over  300  corporations  and  utilities  and  five  states  are  now 
board  with  Green  Lights,  including  nearly  10%  of  the  Fortune  50 
They  are  inspired  by  a  program  that  has  no  down  side:  preventii 
pollution  and  increasing  profits. 

Green  Lights,  33/50,  and  other  such  initiatives  fulfill  a  very  sii 
pie  pollution-prevention  equation:  proven  technologies  plus  low 
costs  —  plus  less  pollution  —  equals  efficiency,  equals  competiti\ 
ness,  equals  success. 

I  was  reading  the  other  day  about  a  leading  auto  maker's  ongoi 
effort  to  design  an  electric  car,  one  burning  no  oil  and  emitting  ze 
pollution.  One  member  of  the  car's  design  team  referred  to  their  qu 
as  consistent  with  the  best  tradition  of  American  enterprise:  a  vision 
dreamers  who  "imagine  the  impossible  and  go  about  to  do  it." 

Ingenuity  —  technology  —  and  progress:  these  are  essential  t 
products  of  American  free  enterprise  that  we  in  the  Bu 
Administration  seek  to  unleash,  enlisting  them  to  protect  the  nat 
ral  resources  on  which  all  human  activity,  economic  activ: 
included,  depends. 
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Whose  world  is  this  anyway? 


It's  a  simple,  but  universal  truth:  The  world  is  only  ours  to  borrow. 
At  Amoco  Chemical,  understanding  this  reality  has  created  an  environmental  culture  that  has 
ed  to  new  ways  of  operating. 

Our  waste-reduction  efforts. 

The  company  began  by  setting  for  itself  a  worldwide  goal  to  eliminate  all  hazardous  waste.  An 
Bxceptional  goal  for  a  chemical  manufacturer. 

Yet  by  1 990,  we  were  able  to  achieve  an  87%  reduction  from  just  seven  years  earlier. 

More  recently,  Amoco  Chemical  received  the  coveted  Kirkpatrick  Award  from  Chemical 
Engineering  Magazine  iof  our  pioneering  work  in  environmental  science.  Amoco  advanced  the 
:echnology  of  anaerobic  biodegradation,  a  waste-water  treatment  that  uses  bacteria  to  degrade  organic 
:hemical  waste  —  in  the  absence  of  oxygen. 

Compared  to  our  previous  method,  this  new  process 
eliminates  85%  of  the  sludge  —  which  means  far  less  goes  to  a 
andfill. 

Our  work  in  recycling. 

Amoco  was  also  a  pioneer  in  plastics  recycling  and  joined 
A/ith  other  manufacturers  in  the  National  Polystyrene  Recycling 
Company.  NPRC  regional  recycling  facilities  are  on-line  or  under 
construction  in  Chicago,  Los  Angeles,  Philadelphia  and  San 
-rancisco.  We  are  a  founding  member  of  the  Council  for  Solid 
A/aste  Solutions  as  well. 

But  these  are  only  a  few  highlights  from  a  broad 
ange  of  programs  the  company  is  working  on  to 
eliminate  waste,  conserve  energy,  recycle  office  and 
Diant  materials,  and  control  emissions. 

We're  working  today,  for  tomorrow. 

Amoco  Chemical  is  committed  to  responsible 
:are  of  the  environment.  We  believe  companies  can 
10  longer  be  content  to  comply  with  current  laws 
3nd  regulations  that  merely  regulate  hazardous 
A/aste  disposal.  We  have  to  work  toward  total 
A/aste  elimination. 

It's  good  for  the  environment.  It's  good  for 
Dur  children  and  their  children. 

And  it's  good  business,  too. 


Amoco  Chemical  Company 
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To  protect  the  environment, 
we  built  an  amazing  new  jet. 


Amazing  because  it  hits  speeds  up  to  600  miles 
an  hour.  And  amazing  because  it's  made  out  of 
water.  You  see,  this  new  jet  was  developed  by 
Lufthansa  engineers  as  a  revolutionary  way  to 
strip  old  paint  off  planes  before  repainting.  Linlike 
the  past,  when  conventional  chemical  strippers 
had  to  be  used,  our  new  Aquastrip"  eliminates  all 
toxic  waste  by  removing  paint  with  high-speed 
jets  of  water  The  process  is  100%  ecologically 
sound.  Aquastripping  is  another  example  of  the 
kind  of  passion  you'll  find  at  Lufthansa.  A  passion 
that  carries  people  around  the  world  better  than 
any  other  airline.  And  a  passion  that's  taking 
better  care  of  the  world  itself. 


A  passion  for  perfection." 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United.  Delta, 
USAir  and  Continental  See  your  Travel  Agent  for  details. 
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I  15%  of  the  nation's  electrical  power  is 
ated  in  transmission  losses.  Supercon- 
irs  have  the  theoretical  potential  to 
nit  power  with  no  losses.  Saving  even  a 
on  of  that  15%  could  improve  the 
IS  energy  efficiency  enormously, 
is  is  not  a  near-term  technology;  much 
:h  is  needed  to  make  the  new  supercon- 
rs  practical  for  transmission  lines,  and  a 
nvestment  would  be  required  to  replace 
xisting  electrical-power  network, 
theless,  the  materials  illustrate  the  trend 
d  molecular  technologies  that  are  com- 


petitive and  less  environmentally  costly. 

INDUSTRIAL  ICOLOGY 

The  new  technologies  are  not  going  to 
replace  current  technologies  completely.  But 
they  do  provide  enormous  incentives  for 
businesses,  and  they  almost  certainly  will  help 
resolve  the  world's  environmental  problems. 
The  technologies  do  have  their  drawbacks: 
The  adoption  of  new  materials  will  require 
the  development  of  new  recycling  industries 
to  supplement  the  scrap-steel  recycling  indus- 
try. Biotechnology  poses  the  hazard  of  build- 


ing new  organisms  that  could  somehow  run 
amok  once  they  leave  the  laboratory,  upset- 
ting delicate  ecological  balances. 

Furthermore,  many  authorities  believe  that 
fulfilling  the  environmental  promise  of  these 
new  technologies  will  require  new  regulatory 
and  pricing  strategies  that  reflect  the  environ- 
mental costs  of  current  methods. 
"Technology  is  not  going  to  solve  the  prob- 
lem by  itself"  says  Robert  Herdt,  director  of 
agricultural  sciences  at  the  Rockefdler 
Foundation  in  New  York.  "These  things  have 
to  be  complemented  by  policies." 


"the  severe  environmental  problems  created  by  automobile  emis- 
sions are  spurring  a  transformation  in  America's  favorite  mode 
of  transportation:  the  car.  The  traditional  gas-powered  auto- 
e  emits  wastes  including  the  greenhouse-gas  carbon  dioxide  and 
;en  oxides,  which  contribute  to  production  of  photochemical 
Not  surprisingly,  the  locus  of  change  is  in  California,  specifically 
)s  .\ngeles  Basin,  where  reliance  on  the  automobile  is  greater  than 
■  other  place  in  the  nation,  and  where  air  quality  is  the  worst. 
'  Environmental  Protection  Agency  has  ordered  that  the  basin's 
ality  must  be  restored  to  health  by  2007.  One  radical  way  to  cut 
missions  is  to  introduce  cars  powered  by  electricity.  Thus,  avail- 
'  of  roadworthy  electric  vehicles  in  California  by  1998  has  been 
ated  by  law.  In  fact,  the  California  Air  Resources  Board  has 
ated  that  in  1998  2%  of  all  cars  sold  in  California  must  be  Zero 
ions  Vehicles,  defined  as  those  with  no  tailpipe-exhaust  pollu- 
The  ratio  rises  to  10%  by  2003.  What  about  generating  the 
city  needed  to  run  such  cars?  Some  80%  of  L.A.'s  electric  power 
is  produced  outside  the  L.A. 
Basin.  And  some  of  that  comes 
from  nuclear  plants,  which  gen- 
erate neither  carbon  dioxide  nor 
nitrogen  oxides. 

Thus  environmental  concerns, 
given  teeth  by  force  of  law,  have 
spurred  a  renaissance  in  electric- 
car  design. 

In  1990,  General  Motors 

  Corp.  introduced  a  two-passen- 

)ncept  car  called  the  Impact.  It  runs  on  lead-acid  batteries  but 
tonishing  acceleration  for  an  electric:  0-60  mph  in  just  eight  sec- 
and  a  top  speed  of  75  mph.  Like  many  electric  cars,  its  cruising 
is  much  shorter  than  that  of  a  conventional,  gasoline-engine  car, 
s  battery  recharging  time  is  relatively  long.  The  Impact  will  trav- 
)ut  120  miles  at  an  average  speed  of  55  mph  before  needing 
:ling,"  a  battery  recharge  lasting  between  two  and  eight  hours, 
executives  believe  the  Impact  will  be  commercially  available  in 
994. 

August  [1991],  the  Nissan  Motor  Co.  announced  that  it  had 


produced  a  concept  car  called  the  FEV  (for  Future  Electric  Vehicle), 
which  can  be  recharged  in  only  15  minutes.  The  current  needed  to 
recharge,  however,  is  much  greater  than  could  be  supplied  by  a  con- 
ventional residential  electrical  circuit.  Moreover,  the  cruising  range 
between  recharges  is  only  100  miles  at  45  mph.  The  FEV  relies  on 
nickel-cadmium  batter- 
ies, which  are  not  only 
more  expensive  than 
lead-acid  batteries  but 
also  pose  a  much  greater 
environmental  hazard 
because  of  their  toxicity. 
No  date  has  been  set  for 
commercial  production. 

The  hybrid,  gas-elec- 
tric car  avoids  some  of 
the  user-unfriendly 


GM's  concept  car  the  Impact. 


io'%  Flexible  Fuel  Vehicle. 


aspects  of  all-electrics  while  preserving  some  of  their  non  polluting 
performance.  A  hybrid  uses  an  internal-combustion  engine  to  power  a 
generator  that  recharges  the  batteries,  thereby  extending  the  driving 
range.  The  following  entries  are  heating  up  the  hybrid  vehicle  race: 

•  The  CM  HX3  concept  car,  a  minivan,  contains  a  gas-powered  40- 
kilowatt  generator.  Running  in  hybrid  mode,  the  HX3  might 
achieve  a  300-mile  driving  range.  Such  vehicles  can  run  as  pure 
electrics,  or  in  the  gas-electric  mode,  but  not  on  the  gasoline  engine 
alone. 

•  The  LA  301,  being  developed  in  Britain  by  International 
Automotive  Design  for  a  U.S.  entrepreneurial  group  called  Clean 
Air  Transport,  will  have  a  34-kilowatt  electric  generator,  a  four- 
cylinder  auxiliary  gas  engine,  and  lead-acid  batteries. 

It  will  have  three  operating  modes:  pure  electric,  with  a  puny  60- 
mile  driving  range;  hybrid  long-range,  with  the  internal-combustion 
engine  constantly  recharging  the  batteries  and  helping  to  rotate  the 
wheels;  and  commute,  in  which  a  computer  will  interact  with  the 
owner's  driving  habits  and  select  the  optimum  combination  of  gas- 
electric  operation  for  the  best  performance  coupled  with  low  emis- 
sions. Three  versions  of  the  LA  301  may  be  available  in  the  Los 
Angeles  area  within  a  few  years. 
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INHERIT  THE  WIND 


Renewable  energy  sources  —  solar,  wind, 
hydro,  and  biomass  —  hold  the  greatest  hope 
for  meeting  the  world's  energy  needs  because 
they  are  essentially  nonpolluting.  Stemming 
direcdy  or  indirecdy  from  the  sun's  torrent  of 
radiation,  they  can  be  infinitely  replenished. 
Recent  advances  in  nearly  every  renewable 
energy  technology  are  sharply  boosting  their 
commercial  appeal.  In  some  cases,  power 
sources  once  viewed  as  purely  experimental 
are  nearly  competitive  with  conventional 
energy  sources. 

The  world's  people  use  about  60  times 
more  energy  than  was  consumed  at  the  start 
of  the  Industrial  Revolution.  Roughly  78% 
comes  from  fossil  fuels.  Nuclear  energy 
accounts  for  some  4%,  and  renewable  sources 
of  energy  —  solar,  wind,  hydropower,  and 
biomass  —  together  contribute  about  18%. 
In  the  U.S.,  renewables  account  for  about 
10%  of  total  energy  supply;  90%  of  that  frac- 
tion comes  from  hydropower. 

Struggles  to  control  and  protect  the 


world's  oil  reserves  are  an  obvious  source 
political  and  economic  tension. 

If  each  nation  could  meet  its  own  enerj 
needs,  the  world  would  be  a  safer  place.  Bi 


t  used  to 


there  is  another  compelling  reason  to  shift  ( 
renewable  energy  sources.  Burning  of  fosi 
fuels  generates  carbon  dioxide,  one  of  tl 
atmospheric  greenhouse  gases  that  trap  he  i'^l*" 
near  the  earth's  surface. 

More  energy-efficient  technologies  wi 
help  reduce  pollution  and  the  likelihood 
rapid  global  warming,  especially  over  the  ne 
20  years.  But  in  the  long  run,  the  mo 
promising  energy  sources  are  renewable.  Thi 
can  be  harnessed  by  turbines  that  conve 
energy  from  biomass  and  wind,  photovolta  iJo'te'" 
cells,  hydro-electric  dams,  and  high-temper 
ture  solar  thermal  collectors. 
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INtRGY  FROM  BIOMASS 

Humankind  has  been  using  energy  fro 
biomass  for  tens  of  thousands  of  years,  fro 
the  primitive  use  of  wood  in  campfires  to  d  koI 
sophisticated  conversion  of  agricultural  cro  ltd: 
to  fuels  such  as  ethanol.  As  long  as  trees  ai 
high-energy  plants  such  as  sugarcane  can 
planted,  grown,  and  harvested,  they  are  co  k 
sidered  sources  of  renewable  energy.  Bi 
unlike  other  renewables,  their  conversion 
useful  forms  of  energy  involves  combustion 
some  stage. 

Paradoxically,  although  biomass-burnii 
generates  carbon  dioxide,  it  will  not  enhan  blailvdu 
global  warming  as  long  as  the  biomass  pr 
duced  equals  the  amount  that  is  burned.  Tl 
carbon  dioxide  released  by  burning  will  ji  ttionofenc 
match  the  amount  of  carbon  dioxi(  Ifvaniiijsi 
removed  from  the  atmosphere  by  photosy 
thesis,  so  that  there  is  no  net  gain  in  gree 
house  gas. 

Princeton  University's  Robert  Williar  « 
believes  that  the  maximum  benefit  from  tl  t 
approach  would  come  from  displacing  fos 
fuels  with  biomass  such  as  wood  chips 
bagasse,  the  waste  left  after  sugarcane  juice  1: 1, 
been  extracted.  The  most  promising  optio 
he  says,  is  to  adapt  a  technology  that  has  be 
already  developed  for  coal,  called  integrat  itiiv 
gasifier/combined-cycle  (IGCC),  which  but 
fuel  in  gaseous  form  in  a  turbine.  The  veS; , 
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hot  gases  produced  spin  the  turbine  bladi p; ij 
generating  electricity.  At  the  same  time,  tRmoreiiji 
lower-temperature  but  still  hot  exhaust  gf^jpiiseltctnii 
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le  used  co  make  steam.  This  com- 
q^cle  increases  the  turbine's  efficien- 
extracting  more  energy  from  the  fuel 
I  single-cycle  turbine, 
imass-fiieled  IGCC  turbines  operat- 
n  a  modest  scale  (less  than  100 
A'atts)  would  be  more  efficient  than 
coal  steam-electric  power  plants, 
ims  believes,  and  could  eventually 
lete  in  cost  with  electricity  from 
luclear,  or  hydropower. 


POWER 

e  attraction  of  wind  power  is  that  its 
does  not  have  to  be  planted  and  har- 
1  or  dug  from  the  ground.  It  is  as  free  as 
id  has  been  freely  tapped  from  ancient 
.  Now,  advanced  wind  technologies 
such  great  poter  tial  that  they  could  in 
y  supply  far  more  electricity  than  the 
presently  requires. 

ese  advances  have  been  hard  won 
ise  of  the  quality  by  which  wind  is 
:d:  changeability.  Wind  conditions  not 
vary  enormously  with  location,  but  in 
iven  place  the  wind  is  inconstant.  That 
ies  serious  constraints  on  the  wind  tur- 
used  to  convert  air's  kinetic  energy  into 
icity. 

)st  wind  turbines  are  multibladed,  hori- 
1-axis  machines  that  look  like  huge  air- 
propellers  mounted  on  a  tower.  It  is 
rularly  difficult  to  design  a  turbine's 
blades  and  mechanical-electrical  equip- 
to  ensure  maximum  — — 
:tion  of  energy  under 
r  varying  wind  condi- 
Early  machines  suf- 
from  inefficient  per- 
ance  and  blade  or 
r   failure   in  high 


The  Hoover  Dam  Spillway  near  Las  Vegas. 

from  more  than  15,000  machines.  The 
biggest  concentration  is  at  Altamont  Pass 
near  Palm  Springs,  where  some  7,500 
bestride  the  landscape  looking  like  H.  G. 
Wells's  martian  invaders. 

Much  of  this  "wind  boom"  was  stimulated 
by  government  tax  credits  and  guaranteed 
high  energy  prices  paid  by  the  utilities  for  the 
wind-power-generated  electricity  feeding  into 
their  grids.  These  incentives  have  lapsed,  but 
wind  power  in  California  has  continued  to 


Gas  &  Electric  and  U.S.  Windpower  to 
develop  an  advanced  wind  turbine  that 
will  lower  the  cost  of  wind-generated 
electricity  still  more,  by  improving  con- 
version efficiency. 

Because  wind  turbines  feeding  a  utility 
grid  must  provide  alternating  current 
with  the  U.S.  standard  of  60  cycles  per 
second,  they  are  designed  to  spin  the 
rotor  at  a  constant  speed — faster  or  slow- 
er rotation  would  raise  or  lower  the  fre- 
quency. If  the  wind  blows  too  briskly  for 
this  rotor  speed,  mechanical  braking  or 
feathering  of  the  blades  comes  into  play  to 
control  the  rotation.  If  the  wind  gets  too 
strong,  the  rotor  stops  turning  altogether.  But 
this  wastes  the  extra  energy  in  high  winds. 

Now  U.S.  Windpower,  the  largest  supplier 
of  wind-generated  electricity  in  the  world, 
has  installed  a  prototype  variable-speed  tur- 
bine to  join  7,500  others  at  Altamont  Pass. 
Named  33M-VS,  it  has  a  rotor  diameter  of 
33  meters.  Sophisticated  electronics,  intro- 
ducing a  power  converter  between  the  tur- 


The  cost  of  wind-generated  electricity  is  only  a  ^'"^  ^  ^T"l' 

Jo  J  J         tor    and  the 

tenth  what  it  was  a  decade  ago. 


U.S.  Windpower's 
prototype  generator 


iny  technical  prob- 
were  overcome  in  the 
5,  however,  and  dur- 
lat  time  some  1,660 
iwatts  of  electrical 
;ity  from  wind  tur- 
was  installed  world- 
.  About  85%  now 
te  in  California,  gen- 
ig  more  than  1%  of 
ate's  electricity  needs. 


grow,  albeit  at  a  slower  pace. 

"A  lot  of  people  thought  the 
wind-power  industry  would  disappear  once 
tax  credits  expired, "  says  Edgar  DeMeo,  man- 
ager of  solar  energy  programs  for  the  Electric 
Power  Research  Institute  (EPRI).  But  when 
they  did  stop  in  1985  and  1986,  he  says, 
"hundreds  of  turbines  continued  to  be 
_  installed,  the  cost  of  gener- 

ating electricity  grew  more 
competitive  with  conven- 
tional resources,  and  as 
utilities  noticed  the  suc- 
cesses, their  interest  in 
wind  began  to  increase." 

Indeed,  the  cost  of 
wind-generated  electricity 
is  only  one-tenth  what  it 
was  a  decade  ago.  Today 
I  costs  about  It  a  kilo- 
watt-hour in  California. 
I  hat  is  very  close  to  being 
I  ompetitive  with  the  5^ 
price  of  coal-generated 
electricity.  Now,  EPRI  is 
e  ngaged  in  a  major  coop- 
rative  effort  with  Pacific 


utility  line,  together  with  advanced  aerody- 
namic blade  and  tower  design,  should  snatch 
energy  from  the  wind  at  least  10%  more  effi- 
ciently than  current  designs.  The  California 
Wind  Energy  Commission  believes  the  new 
turbine  could  generate  electricity  at  5.3<t  per 
kilowatt-hour,  making  it  the  most  cost-com- 
petitive of  all  the  solar  renewable  options. 

U.S. Windpower  may  also  team  with  Iowa- 
Illinois  Gas  &  Electric  Co.  to  develop  the 
first  major  wind  farms  outside  California  — 
in  the  farmland  of  the  Midwest,  in  or  near 
Iowa  —  with  enough  turbines  to  generate 
250  megawatts  of  electrical  power.  The  U.S. 
Energy  Department  calculates  that  16  states 
have  wind-energy  potential  at  least  as  great  as 
California's. 

A  process  that  would  change  sunlight  to 
electricity  with  no  intermediate  stages,  with 
no  moving  parts,  is  theoretically  the  most 
inviting  and  efficient  of  all.  That  is  the 
promise  of  photovoltaic  cells,  (PVs). 
Photovoltaic  cells  are  semiconductor 


"Custom  Publishing,"  from  McGraw-Hill.  What  an  extraordinary 
idea:  Give  our  teachers  the  ability  to  personally  customize  a  textt)Ook 
to  match  their  curriculum  and  their  students'  needs.  Then  print 
and  ship  it  within  days.  The  textbook  will  never  be  the  same. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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Solar  panels  at  the  Solar  Two  plant. 


devices — the  material  is  typically  silicon — 
that  generate  an  electrical  current  when  they 
absorb  photons  (discrete  particles  of  light). 

In  addition  to  being  classically  simple, 
photovoltaic  cells  are  silent  (unlike  wind  tur- 


too-good-to-believe  energy  source  have  been 
a  low  conversion  efficiency,  high  cost  of 
materials,  and  expensive  manufacturing  tech- 
niques. All  have  combined  to  form  an  obsta- 
cle to  achieving  a  competitive  price. 

But  technological  advances  have  resulted 
in  a  drastic  reduction  in  the  cost  of  a  kilo- 
watt-hour ot  PV  electricity:  from  $60  in 
1970  to  $1  in  1980  to  something  like  20S 
or  30<t  today — still  averaging  five  times  the 
cost  of  electricity  from  fossil-fuel  sources. 
Early  versions  of  crystalline  silicon  PVs  in 
the  1950s  had  efficiencies  raging  from  6% 
to  11%.  Modern  commercial  versions  now 
weigh  in  at  11%  to  14%  efficiency;  labora- 
tory versions — essentially  hand-built — 
achieve  16%.  Companies  such  as  the  U.S.- 
based  Siemens  Solar  Industries  hope  to 
refine  crystalline-silicon-cell  manufacturing 
techniques  so  that  commercial  modules  can 
attain  17%  efficiency. 

Other  avenues  of  research  include  thin- 
film  semiconductor  devices,  which  can 
make  up  for  a  somewhat  lower  efficiency 
with  a  manufacturing  cost  up  to  one-tenth 
that  ot  crystalline  silicon  cells;  cells  made  ot 
expensive  materials  such  as  gallium 
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SOLAR  THlRm  UlCTRK 

Surprisingly,  a  less  direct  means  of  tui 
ing  sunshine  into  electricity  has  been  mc 
successful  from  a  cost  standpoint  th 
photovoltaics.  The  technology,  called  so 
thermal  electric,  converts  solar  energy  ir 
heat  by  focusing  the  sun's  rays  with  a  m 
ror  onto  a  fluid.  The  heated  fluid  then  be 
water  to  create  steam,  which  in  turn  drr 
a  turbine  to  generate  electricity.  In  essen 
the  sun  plays  the  role  of  coal,  gas,  or  oil  ii 
conventional  steam-turbine  plant. 

The  LUZ  Engineering  Corp.  now 
some  354  megawatts  of  solar  ther 
capacity  available  in  California's  blazi 
Mojave  Desert.  In  the  LUZ  system,  su 
light  is  concentrated  by  parabolic  reflect 
troughs  and  focused  on  pipes  carrying  mi 
synthetic  oil,  which  is  heated  to  abo  Jjiltoipc 
700F — enough  to  make  superheated  stes 
for  an  efficient  turbogenerator. 

These  plants  now  generate  more  th 
90%  ot  the  world's  solar  electricity.  Sane 
National  Laboratories  last  Au 
announced  it  would  work  with  LUZ 
study  how  to  reduce  operating  and  main 
nance  costs  at  the  nine  LUZ  plants.  Su 
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Photovoltaics  is  theoretically  the  most  inviting  and  efficient  of  all 


bines),  and  emit  no  pollutants.  They  require 
little  or  no  maintenance.  They  can  be  fabri- 
cated in  virtually  any  size,  so  they  are  espec- 
ially useful  in  sunny  but  remote  areas  where 
small  portable  units  can  supply  modest 
amounts  of  power  tor  emergency  communi- 
cations or  lighting. 

The  output  of  photovoltaic  cells  is  limited 
almost  only  by  space.  A  home  in  an  area  of 
average  surishine  could  meet  its  electrical 
needs  with  a  photovoltaic  array  of  40  square 
meters;  the  entire  electrical  demand  of  the 
U.S.  could  be  met  by  covering  just  0.37  per- 
cent of  its  land  area  with  PVs. 

U.S.  government  funding  for  research  and 
development  of  PVs  was  launched  by  the 
1978  Solar  Photovoltaic  Research,  Develop- 
ment, and  Demonstration  Act.  It  mandated 
the  goal  ot  "production  ot  electricity  from 
photovoltaic  systems  cost-competitive  with 
utility-generated  ek'  triciry  from  convention- 
al sources." 

Fhe  promise  ot  photovoltaics  is  yet  to  be 
■.vholly  fulfilled.  The  main  problems  with  this 

20 


arsenide,  which  have  very  high  potential 
efficiencies — 35%;  and  amorphous  silicon 
cells,  made  of  a  glasslike,  non  crystalline 
torm  of  silicon. 

One  unconventional  PV  approach  was 
announced  this  year  [1991]  by 
Texas  Instruments:  "spheral  solar  " 
PV  cells.  The  manufacturing  pro- 
cess melts  silicon  to  form  tiny  balls 
that  have  all  impurities  removed. 
Chemicals  called  dopants  are  added 
so  that  each  sphere  has  a  dual  semi- 
conductor nature,  necessary  for  the 
photovoltaic  effect  to  occur.  Then, 
17,000  of  the  spheres  are  bonded 
between  two  4-inch-square  alu- 
minum foils.  The  result  is  a  cell  that 
Texas  Instruments  says  has  some  of 
the  advantages  ot  thin-film  cells  and 
is  far  cheaper  to  fabricate  than  a  crystalline 
cell  with  the  same  electrical  output.  The 
company  has  joined  Southern  California 
Edison  in  a  joint  program  to  develop  the 
cells  commercially. 
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costs   now  amount  jj] 
about  20%  of  the  price 
solar-thermal  electricity.  That  price,  frc  raioiial  ra 
the  newest  of  the  LUZ  plants,  is  only  ah 
10$  per  kilowatt-hour. 

On  Aug.  28,  Southern  California  E|™™tM 
son,  the  Los  Angeles  Department  of  Wa:  ""^S)  ' 
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Biomass  diagram 

&  Power,  and  the  Sacramento  Munici 
Utility  District  announced  they  would  jc 
in  creating  an  experimental  solar-thern 
electric  plant  along  somewhat  differe 
lines.  Called  Solar  Two,  the  plant  will 
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Ireds  ot  sun-tracking  mirrors  to  con- 
rate  sunlight  on  molten  nitrate  salt 
ped  to  the  top  ot  a  300-foot  tower, 
salt  will  be  heated  to  ],050F  and 
d  in  an  insulated  tank  until  it  is  need- 
I  boil  water  into  steam  to  drive  a  tur- 
nerator. 

le  molten  salt  system  has  been  used  on 
ail  scale  by  the  Energy  Dept.'s  Sandia 


National  Laboratories.  The  P^nergy  Dept. 
will  fund  about  halt  the  cost  ot  the  new 
100-megawatt  system. 

Taken  together,  renewable  energy  tech- 
nologies offer  a  host  of  possibilities  for  the 
future  —  a  future  in  which  energy  can  be 
generated  at  competitive  cost  without  the 
environmental  burdens  posed  by  today's 
energy  sources.  ^ 


Bus/NESS  Week  is  pleased  to  present  this  section  in 
cooperation  with  the  World  Resources  Institute  - 
an  independent  and  nonpartisan  policy  research 
center  in  Washington,  D.C.  WR/'s  interdisci- 
plinary staff  of  scientists  and  policy  experts  is 
backed  by  a  network  of  formal  advisors,  collabora- 
tors, and  affiliated  institutions  in  30  countries. 

Design  by  Parham  Santana,  Inc.,  NYC 


Waste  Management  and  the  Evolution  of  High  Technology 

by  Dean  L.  Buntrock,  Chairman  and  CEO 
Waste  Management  Inc. 


"^imes  have  probably  never  changed  at  a  faster  pace  than  they 
are  at  the  present  time.  For  those  of  us  who  provide  environ- 
mental services  to  industry  and  to  government,  these  changes 
sent  both  challenge  and  opportunity.  Someday,  we  may  be  able 
cycle  or,  perhaps,  even  eliminate  all  waste  from 
lation's  aggregate  production  activity.  But  until 
day  comes,  we  must  marshal  the  best  and  the 
practical  technology  available  to  assure  that  wc 
ige  our  nation's  waste  efficiently  and  without 
xptable  levels  of  environmental  burden, 
le  demand  for  technology  and  service  designed 
[prove  and  protect  the  environment  will,  in  our 
lation,  escalate  throughout  the  decade  of  the 
ies  and  on  into  the  21st  century.  This  will  be 
ially  significant  for  those  organizations  provid- 
;omprehensive  environmental  services,  for  as 
national  regulatory  requirements  become  more  strict  in  one 
onmental  area,  they  are  also  likely  to  become  more  demanding 
ker  environmental  areas  as  well.  For  example,  tighter  geological 
rements  for  land  disposal  often  results  in  greater  demand  tor 
-to-energy  capacity  which,  in  turn,  generally  results  in  stricter 
jality  standards. 

rtainly,  no  area  of  environmental  service  has  been  the  tocus  of 
research  and  development  activity  than  that  of  hazardous  waste 
gement.  Our  R&D  effort  has  yielded  a  wide  range  of  valuable 
ologies  that  are,  today,  routinely  deployed  in  the  marketplace, 
xample: 

iEM-MATRIX™  is  Chem  Waste's  second-generation  stabiliza- 
process  -  a  method  of  chemically  stabilizing  hazardous  wastes  to 
T  them  harmless  and  suitable  for  disposal  in  a  secure  landfill.  This 
ss,  which  can  be  used  to  treat  sludges,  liquids  and  solids,  allows 
ndfiU  disposal  of  a  wide  range  ot  otherwise  "banned"  materials. 
TRAX®  is  a  patented  technology  developed  by  our  R&D  staff 
low-temperature  thermal-desorption  unit  (this  is  not  incinera- 

is  designed  to  remove  contaminants  from  contaminated  soil  at 
diation  sites.  The  on-site  system  removes  nonmetal  contami- 

from  the  soil,  recovers  the  removed  organics  for  incineration  or 

and  returns  the  clean  soil  to  the  site. 

)*WW*ER™  is  another  proprietary  technology,  again,  devel- 
by  our  R&D  people,  designed  to  treat  complex  wastewaters, 
plex  wastewaters  require  more  than  one  traditional  treatment 
od,  such  as  precipitation  tollowed  by  biological  treatment 


(example:  leachate).  PO*WW*ER  is  a  single  process  designed  for 
continuous  operation,  which  incorporates  evaporation  followed  by 
catalytic  oxidation.  This  system  generates  a  high  quality  effluent 
which  may  be  reused  rather  than  discharged. 

PY*ROX™  is  the  trademark  for  a  series  of  rotary 
kiln  incinerators  tor  both  fixed-site  and  on-site  reme- 
diation applications.  These  incinerators  are  designed 
to  handle  a  wide  variety  ot  feed  material  ranging  from 
drum  materials  to  soil. 

DeChlor  detoxifies  PCB  oils  by  stripping  the  chlo- 
rine atoms  from  the  PCB  molecule.  The  oil  is  chemi- 
cally treated  by  reaction  with  a  mixture  of  sodium  and 
a  proprietary  reagent.  The  reaction  is  rapid,  taking 
only  minutes  to  reduce  PCB  concentrations  to  less 
than  two  parts  per  million.  The  only  residual  is  a  non- 
hazardous  polymer. 
On  another  front,  advances  in  technology  have  made  it  possible 
to  extract  valuable  energy  resources  from  the  natural  decomposition 
of  community  solid  waste.  Our  larger  North  American  sanitary 
landfills  extract,  purify,  and  convert  waste-generated  biogas/methane 
into  electricity. 

Several  of  these  specially  equipped  sites  are  producing  the  energy 
equivalent  of  several  hundred  thousand  barrels  of  imported  crude  oil 
each  year,  thus  reducing  the  nation's  dependence  upon  imported  oil. 

We  have  also  deployed  extensive  resources  through  our 
Wheelabrator  Technologies  Division  to  develop  advanced  air-quality 
technology  in  order  to  provide  trash-to-energy  services  to  those  com- 
munities requiring  alternatives  to  traditional  land  disposal  without 
burdening  the  quality  of  the  air  in  and  around  those  communities. 

Times  are,  indeed,  changing.  Times  changed  when  the  nation 
looked  around  and  saw  pollution  and  resolved  to  stop  it;  saw  open, 
burning  dumps  and  resolved  to  close  them;  saw  hazardous  wastes  and 
resolved  to  manage  them;  and  saw  raw  materials  being  wasted  and 
resolved  to  recover  them. 

Today,  we're  all  stewards  of  the  environment.  Where  prevailing 
law  once  told  industry  that  it  must  pay  if  it  damaged  the  environ- 
ment, the  new  ethic  tells  industry  it  pays  if  it  fails  to  protect  the  envi- 
ronment. There's  a  big  difference.  Some  estimates  say  that  by  the  end 
of  this  decade,  as  much  as  3%  of  our  GNP  will  be  devoted  to  envi- 
ronmental protection. 

The  challenge  to  industry  is  to  provide  the  talent  that  understands 
what  opportunities  first  among  the  changes  taking  place. 
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An  unprecedented  collaboration.  February  23,24^25 
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Used  to  stay  up  to  date  by  Financial 
Planners,  Investors,  and  Brokers! 

Order  you  own  subscription  now  to  these 
Fixed  Income  and  Equity  Diskettes! 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  month 
trial  subscription,  to  either  version 
at  great  savings.  Even  better,  if 
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1-800-553  3575  or  send  the  coupon. 
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No  additional  software  required 
Supports  multiple  search  and  sort  criteria  on  over  25 
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WHY  THE  PROS  ARE 
HOLDING  THEIR  EUROPE  CARDS 
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ANALYSTS  SAY  STICK  TO  BLUE  CHIPS,  THE  BOURSES  WILL  REBOUND 


lurope's  bourses  demonstrated  re- 
markable resiliency  during  much 
I  of  1991,  shaking  off  the  war  in  the 
gulf,  a  coup  in  the  Soviet  Union,  and  the 
prolonged  U.  S.  economic  drought.  But 
as  recession  spread  from  Britain  onto 
the  Continent,  the  markets  began  to  run 
out  of  steam.  With  Germany  now  feeling 
the  recession's  pinch  even  as  the 
Bundesbank  continues  to  keep  interest 
rates  high,  l!)!)2  looks  as  if  it  will  be  off 
to  a  rocky  start.  Across  Europe,  econom- 
ic growth  is  expected  to  be  1.5%  at  best. 

Even  the  European  Community's  re- 
cent decision  to  begin  using  a  single  cur- 
rency by  the  late  1990s  is  doing  little  to 
lift  the  stock  markets'  spirits.  While  the 
adoption  of  one  currency  likely  will 
mean  big  savings  and  improved  trade, 
Europe  still  will  have  to  endure  several 
more  years  fif  high  interest  rates  and 
corporate  restructuring  to  get  itself  in 
shape  for  the  big  shift. 

Yet  investment  pros  caution  against 
letting  such  downbeat  news  scare  you 
away  from  European  equities.  By  the 


second  half  of  1992,  economists  believe, 
Bundesbank  President  Helmut  Schle- 
singer  will  begin  cutting  interest  rates, 
perhaps  by  as  much  as  1  percentage 
point.  Such  a  move  would  fire  up  bond 
markets  and  give  a  "green  light  for  the 
rest  of  Europe  that 
it's  safe  to  bring 
their  rates  down, 
too,"  says  George  A. 
Magnus,  chief  inter- 
national economist 
for  S.  G.  Warburg  & 
Co.  And  that,  argues 
Stephen  F.  White,  a 
director  of  London's 
Foreign  &  Colonial 
Management  Ltd., 
could  be  exactly 
what  is  needed  to 
start  the  bourses  ral- 
lying again — ^just  as 
Europe  prepares  to 
drop  its  internal 
trade  barriers  at  the 
year's    end.  Says 
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White:  "We're  at  a  stage  where  the 
kets  could  turn  fairly  soon." 

White  especially  likes  Germany 
France,  which  he  thinks  could  tur 
gains  of  about  20'/'  in  1992.  Even  n 
sion-wracked  Britain  seems  set  f( 
stock  market 


hm  pw: 
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HOW  THE  WORLD'S 
BOURSES  FARED  IN  199  T 


Percentage  change* 


In  local  currency        In  dollars 


HONG  KONG 

37.9% 

38.3% 

AUSTRAIIA 

26.8 

26.6 

U.S. 

17.0 

17.0 

SWITZERLAND 

18.6 

8.1 

BRITAIN 

14.1 

7.4 

FRANCE 

13.2 

6.3 

JAPAN 

-0.1 

5.3 

CANADA 

3.1 

4.8 

GERMANY 

6.4 

0.4 

ITALY 

-5.5 

-11.0 

Through  Dec.  13 

DATA:  MORGAN  STANLEY  CAPITAL  INTERNATIONAL 
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STRATEGIES  FOR 


.Imer  li 
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d  Schroder  Miinchmeier  Hengst 
;al,  likes  Deutsche  Bank.  The  Ger- 

lender  already  has  written  off 
1  of  its  $750  million  in  Soviet  loans 
s  making  a  bundle  on  the  rehabilita- 
of  eastern  Germany, 
irdy  Union  Bank  of  Switzerland  is  a 
•ite  of  Heinrich  Looser  at  Zurich's 
:  Julius  Baer  &  Co.  And  Foreign  & 
lial's  White  recommends  Swedish 
,  Skandia  International  Insurance, 
ees  the  volatile  Stockholm  market 
cing  back  as  falling  inflation  and 
;r  productivity  enable  the  center- 
government  of  Prime  Minister  Carl 

to  bring  down  Sweden's  onerous 
interest  rates. 

rope  will  not  be  entirely  out  of  the 
s  even  if  the  expected  interest-rate 
le  comes  off  on  cue.  The  fracturing 
it  Union  promises  to  keep  traders 
dge.  And  political  uncertainty  will 
loom  large  in  Britain,  France,  and 
,  Britain's  Con- 
itive  Prime 
;ter  John  Ma- 
"or  instance,  is 
ired  to  hold 
ions  by  July, 
stors  already 
'retting  over  a 
ible  electoral 
ry  by  the  La- 
Party.  Even  if 
^ories  triumph, 
high-flying 
;y  issues  as 
sh  Telecom- 
cations,  Brit- 
ras,  and  a  slew 
ater  and  elec- 
companies  are 
'  to  be  in  for 
ler  regulation 
eaner  profits, 
springtime  lo- 


Alsthom,  the  French  telecommunications 
and  engineering  group.  Each  has  posi- 
tioned itself  well  for  the  new,  single- 
market  Europe  by  restructuring  and  es- 
tablishing footholds  across  the  EC. 

Unilever,  the  Anglo-Dutch  consumer 
giant,  and  Guinness,  the  British  brewer 
and  distiller,  also  are  high  on  many  buy 
lists.  So  are  companies  that  seem  to  do 
well  in  good  times  and  bad.  Among  the 
favorites  are  two  supermarket  chains, 
Britain's  Tesco  and  France's  Carrefour. 
GUSHERS.  Any  economic  rebound  in  the 
U.  S.,  together  with  the  strengthening 
dollar  that  many  currency  experts  see 
coming,  could  spell  good  news  for  hard- 
hit  European  manufacturers  with  big 
American  operations.  For  this  reason, 
many  traders  are  already  nibbling  at 
such  cyclicals  as  German  chemical  com- 
panies BASF  Group  and  Hoechst,  French 
tire  maker  Michelin,  and  glassmaker 
Saint-Gobain. 


A  EUROPEAN  PORTFOLIO 


Industry 

Company 

Country 

1991  percentage  change* 

In  local  currency 

In  dollars 

CONSUMER 

Nestle 

Switzerland 

16% 

6% 

PRODUCTS 

Unilever 

Britain/Netherlands  24 

17 

ENERGY 

BP 

Britain 

-10 

-15 

Norsk  Hydro 

Norway 

-26 

-30 

FINANCE 

Deutsche  Bank 

Germany 

1 1 

3 

Skandia 

Sweden 

48 

43 

UBS 

Switzerland 

31 

26 

MEDIA  AND 

Elsevier 

Netherlands 

33 

25 

ENTERTAINMENT 

Eurodisneyland 

France 

46 

36 

Reed 

Britain 

33 

27 

PHARMACEUTICALS 

Astra 

Sweden 

41 

39 

Glaxo 

Britain 

96 

86 

*Through  Dec.  17 


DATA;  BRIDGE  INFORMATION  SYSTEMS  INC.,  SMITH  NEW  COURT  CARL  MARKS  INC 


ections  approach,  France  likewise  is 
ring  jitters  over  political  feuding 
ligh  unemployment.  With  the  Paris 
se  down  8%  in  December,  the  So- 
t  government  recently  was  forced 
mk  its  planned  $410  million  sale  of 
ts,  in  state-owned  oil  giant  Elf  Aqui- 
.  That  could  spell  rough  sledding 
Dther  planned  privatizations,  says 
inique  Bourjac,  research  chief  of 
oyat  Associates.  Nevertheless, 
jac  still  believes  wages,  inflation, 
;he  budget  deficit  will  remain  under 
■ol.  That,  he  says,  will  spark  a  mar- 
urnaround. 

th  uncertainty  running  high,  most 
advise  sticking  to  solid  blue  chips 
predictable  earnings  that  will  pros- 
it the  first  sign  of  economic  recov- 
it  home  and  in  the  U.  S.  Gianluca 
ddini,  fund  manager  at  Lugano- 
i  Arner  Investment  Group,  is  buy- 
wo  big  French  companies:  consum- 
•oducts  maker  BSN  and  Alcatel 


With  falling  crude  prices  presaging  a 
pickup  in  refinery  earnings,  Europe's 
multinational  oil  groups,  including  Brit- 
ish Petroleum,  are  also  winning  some 
converts.  But  Gary  L.  Bergstrom,  presi- 
dent of  Boston's  Acadian  Asset  Manage- 
ment Inc.,  prefer  a  less  well  known  is- 
sue, Norsk  Hydro,  a  well-managed 
Norwegian  energy  conglomerate  with 
huge  North  Sea  oil  reserves.  Its  earn- 
ings are  expected  to  surge  as  much  as 
40%  in  1992  after  a  disappointing  1991. 

Investors  inclined  toward  more  risk 
might  consider  media  stocks.  Michael  T. 
Woodward,  investment  director  of  Edin- 
burgh's Ivory  &  Sime  PLC,  is  betting 
that  companies  will  step  up  advertising 
as  the  world  economy  recovers  from  its 
current  funk.  So  he's  buying  British- 
based  multinational  publisher  Reed  In- 
ternational, TV  broadcaster  Carlton  Com- 
munications, and  Dutch  magazine  and 
newspaper  publisher  Elsevier.  Other 
risk-tolerant  analysts,  however,  favor 


pharmaceutical  issues,  including  those  of 
two  fierce  rivals,  Britain's  Glaxo  and 
Sweden's  Astra. 

Most  stock-pickers  argue  that  reces- 
sion or  not,  consolidations  and  mergers 
will  continue  as  Europe's  nations  get 
ready  for  free  trade  and  one  currency. 
In  addition  to  banking  and  insurance, 
such  industries  as  engineering,  food,  and 
pharmaceuticals  are  likely  to  see  plenty 
of  merger  action.  Foreign  &  Colonial's 
White,  for  example,  thinks  German 
drugmaker  Schering  and  French  bever- 
age producer  Groupe  Pernod  Ricard 
could  be  vulnerable  to  raiders.  Other 
pros  are  more  content  following  the  buy- 
ers, including  Switzerland's  BBC  Brown 
Boveri,  part  of  the  globe-girdling  ABB 
Asea  Brown  Boveri  Holding  engineering 
group.  ABB  has  been  gobbling  up  compa- 
nies all  over  the  Continent  to  create  a 
network  of  local  units. 
Another  hot  theme  for  the  '90s  is  the 
reconstruction  of 
eastern  Europe. 
French  appliance 
maker  Moulinex, 
which  recently  ac- 
quired German  ri- 
val Krups,  is  going 
gung  ho  in  the 
East,  says  Foreign 
&  Colonial's  White. 
And  the  rising  ap- 
petite for  home 
ownership  in  the 
former  East  Ger- 
many, says  Schro- 
der's Kaposi,  will 
provide  new  oppor- 
tunities for  Bayer- 
ische  Hypotheken- 
und  Wechsel-Bank, 
the  Bavarian  mort- 
gage bank.  Kaposi 
also  likes  Altana,  a 


German  baby  food  and  consumer-prod- 
ucts maker. 

As  always,  there  is  a  host  of  more 
exotic  choices.  Ivory  &  Sime's  Wood- 
ward recommends  Efacec,  a  Portuguese 
electric  utility  poised  for  rapid  expan- 
sion. And  White  suggests  Spain's  ACESA, 
an  operator  of  toll  roads  around  Barcelo- 
na,'site  of  the  summer's  Olympic  Games. 

Some  wise  hands  counsel  waiting  until 
the  economy  looks  brighter.  Britain's 
Lord  Rothschild,  for  example,  is  starting 
an  insurance  company  and  buying  gold. 
"Avoid  equities,"  he  advises.  But  inves- 
tors seem  to  disagree.  They  may  suffer 
some  uneasy  moments  while  the  econo- 
mies shake  out,  but  they  continue  to  be- 
lieve the  bourses  can't  escape  the  power- 
ful lure  of  the  expected  '92  rebound.  For 
them,  the  payoff  may  be  worth  the  ner- 
vous wait. 

By  Richard  A.  Melcher  in  London,  with 
Igor  Reichlin  in  Bonn  artd  William 
Glasgall  in  New  York 
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THE  PACIFIC  RIM: 
TIME  TO  TEST  THE  WATERS  AGAIN? 

AS  TOKYO  FALTERS,  MONEY  IS  FLOWING  INTO  OTHER  ASIAN  PORTS 


From  one  end  of  the  Pacific  Rim  to 
the  other,  stoclc  markets  used  to  be 
as  hot  as  the  steaming  sun  beating 
down  on  Jakarta's  red-tiled  rooftops. 
But  ever  since  Tokyo  started  to  crum- 
ble in  1990,  reality  has  taken  hold 
with  a  vengeance. 

Most  of  the  region's  bourses  did 
little  more  than  mark  time  in 
1991,  with  Tokyo  still  hovering 
near  its  postcrash  lows  and  Jakarta 
down  a  painful  46%  after  a  2%  gain 
in  1990.  Still,  the  Pacific's  equity  ex- 
perts haven't  given  up  hope.  Even 
though  the  Japanese  economy  is  cool- 
ing, many  other  countries  in  the  vast 
area  are  continuing  to  expand  at  a 
healthy  clip.  That's  drawing  Asia's 
smart  money  back  into  Hong  Kong,  Sin- 
gapore, and  Australia.  Even  more  may 
flow  in  after  South  Korea  opens  its 
stock  market  to  foreign  investors  in  Jan- 
uary. In  1992,  says  Robert  J.  Rountree, 
regional  economist  at  Hong  Kong-based 
James  Capel  (Far  East)  Ltd.:  "The  best 
investment  opportunities  in  Asia  will  be 
outside  Tokyo." 

Indeed,  Tokyo's  coming  year  may  not 
be  pretty  at  all.  The  Bank  of  Japan  has 
started  to  lower  interest  rates,  but  so 
far  the  economy  is  not  responding.  With 
economic  growth  slowing  to  a  1.6%  an- 
nual rate  between  July  and  September, 
big  manufacturers  now  estimate  profits 
will  shrink  9%  in 
the  fiscal  year 
ending  in  March. 
Such  predictions 
have  knocked  10% 
off  of  the  Nik- 
kei stock  average 
since  early  No- 
vember. Unless 
the  central  bank 
eases  money  dra- 
matically, the  Nik- 
kei could  fall  an 
additional  3,000 
points,  to  19,000, 
in  early  1992,  says 
Alan  P.  Bell,  a 
strategist  at  Bar- 
ing Securities  (Ja- 
pan) Ltd. 

Chilling  predic- 
tions of  this  sort 
are  persuading  a 


growing  number  of  investors  to  head  for 
Hong  Kong.  Fueled  by  1991 's  steep  drop 
in  interest  rates,  from  8.25%  to  5.6%, 
profits  are  surging  at  a  14%  annual  rate. 
Gross  national  product  growth  may  hit 
6'X  in  1992  on  top  of  5'/J  the  year  before, 
yet  the. market's  price-earnings  ratio  re- 
mains a  modest  12,  a  little  more  than 
half  that  for  the  Standard  &  Poor's  500- 
stock  index.  While  some  observers  wor- 
ry that  Washington  may  penalize  China 
by  denying  it  most-favored-nation  trad- 
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Country 

Company 

Industry 

1991  price  change* 

In  local  currency 

In  dollars 

JAPAN 

Toshiba 

Electronics,  machinery 

-4.5% 

0.3 

Shizuoka  Bank 

Regional  lencJer 

58.1 

65.9 

Yamaha  Motor 

Motorcycles 

32.6 

39.2 

SINGAPORE 

Jurong  Shipyard 

Ship  repair 

83.6 

1 15.8 

Singapore  Airlines 

Airline 

54.6 

63.0 

HONG  KONG 

Cathay  Pacific  Airways 

Airline 

38.6 

39.3 

Fairwood  Fast  Food 

Restaurants 

33.8 

33.5 

Cheung  Kong 

Real  estate 

51.2 

52.0 

AUSTRALIA 

Coca-Cola  Amatil 

Beverages 

59.0 

59.0 

News  Corp. 

Publishing 

222.0 

222.0 

NEW  ZEALAND 

Carter  Holt  Harvey 

Forest  products 

15.2 

9.1 

PHILIPPINES 

Philippine  Long  Distance 

Telecommunications 

186.6 

192.8 

Telephone 


*ThroughOec.  17 


DATA:  BW  SURVEY  Of  ANALYSTS  AND  FUND  MANAGERS,  JAMES  CAPEL  (FAR  EAST)  LTC. 


ing  status,  Capel's  Rountree  likens] 
vestor  sentiment  to  "a  coiled  spri: 
The  market,  he  predicts,  "will  shoot 
The  experts'  Hong  Kong  picks  run 
gamut  from  real  estate  to  consumer 
tourism  issues.  On  Dec.  11,  an  issui 
108  million  Cathay  Pacific  Air 
shares  sold  out  in  just  45  minute] 
quarter  of  the  time  usually 
quired  for  such  a  placement, 
ing  interest  rates  are  also  gi 
property  stocks  a  lift.  Am 
them,  Nomura  Research  Insti 
analyst  Kimitaka  Morikawa  rec 
mends  housing  developer  Che' 
Kong  (Holdings). 
BOATS  AND  PLANES.  Fast  econo 
growth  is  also  benefiting  Singapo: 
market.  Down  50'a  after  Iraq's  i: 
sion  of  Kuwait,  the  Straits  Times 
dex  has  snapped  back  to  pre-inva: 
levels.  Now,  says  Siewkheng  Low, 
search  director  at  Baring  Securities  (I 
gapore)  Ltd.,  falling  interest  rates 
spark  another  rally.  James  B.  Conhe; 
first  vice-president  at  Smith  Bar 
Harris  Upham  &  Co.,  likes  Jurong  S^ 
yard,  a  ship  repairer  with  earnings 
jected  to  rise  27%  in  1992.  Others  fa 
Singapore  Airlines.  With  a  p-e  of 
says  Nomura's  Morikawa,  "it  has  b' 
forgotten  by  the  market." 

Not  too  long  ago,  you  could  have  sj 
the  same  thing  about  Australia,  wi 
had  been  batte: 
by  recession, 
falling  inflati] 
and  interest  ral 
are    a  power:! 
lure.  With  Aust| 
lia's  economy 
pected  to  expal 
2%  in  1992,  invl 
tors  are  flockij 
down  under. 

Smith  BarneJ 
Conheady  is  pi 
dieting  strol 
growth  for  Coi| 
Cola  Amatil,  ov 
er  of  fast-growi| 
Coke  bottlers 
Hungary,  Czecll 
Slovakia,  Indoil 
sia,  and,  of  couri| 
Australia.  But 
interest  rates  (I 
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,  some  bold  investors  are  even  buy- 
inlo  such  debt-laden  companies  as 
2rt  Murdoch's  News  Corp.,  which  re- 
ly floated  $404  million  worth  of  new 
es.  The  pros  also  like  New  Zealand, 
jcting  stronjj^  exports,  many  are 
nii  bets  on  forest-products  producer 
er  Holt  Harvey. 

ispite  the  enthusiasm  for  Aussie  and 
issues,  some  investors  are  waiting 
5eoul  to  open  the  doors  on  its  stock 
cet.  Until  now,  the  only  way  to  get 
Korea  was  by  purchasing  convert- 
bonds  or  investing  through  the 
Iful  of  closed-end  funds.  But  with 
Big  Board-listed  Korea  Fund,  for  ex- 
le,  down  707^  since  1989,  Seoul  has 
little  attraction  lately.  That's  not 
jase  in  the  Philippines.  Despite  vol- 
:  eruptions  and  a  looming  U.  S. 
3  pullout,  Manila  surged  157<  in 
.  Even  so,  Philippine  Long  Distance 
jhone  has  a  p-e  of  just  4.  "That's 
ulously  cheap,"  says  Rountree. 
ITING  TOKYO.  Even  though  most  an- 
,s  expect  Tokyo  to  fall  further,  no 
•sified  Pacific  portfolio  can  ignore 
Japanese  market,  which  is  four 
3  the  size  of  all  other  Asian  bourses 
bined.  But  after  two  turbulent 
s,  Tokyo  is  hardly  for  the  faint  of 
t.  Baring  analyst  Bell  recommends 
sing  on  companies  that  are  slashing 
;  to  compete  in  Japan's  tight-money 
•onment.  Among  them:  integrated- 
it  maker  Rohm  and  Ajinomoto,  a 
inational  food  processor, 
cost-cutting  is  going  to  be  the  norm, 
could  be  the  time  to  get  back  into 
ufacturers  positioning  themselves 
growth  once  Japan's  economic  slump 
3.  Gary  L.  Bergstrom,  president  of 
on's  Acadian  Asset  Management 
likes  motorcycle  makers  Yamaha 
)r  and  Suzuki  Motor.  And  Bell  sug- 
5  Toshiba,  Honda  Motor,  and  Sumi- 
I  Forestry — the  possible  beneficiary 
ly  pickup  in  housing  starts, 
me  analysts  believe  there  is  still 
to  sell  Tokyo  short.  Los  Angeles- 
d  investment  adviser  Bill  Mason,  for 
is  buying  Nikkei  put  warrants  listed 
le  American  Stock  Exchange.  These 
■ants  allow  you  to  collect  cash  from 
issuers  if  the  Japanese  stock  aver- 
falls  below  predetermined  levels  by 
.  One  such  issue  by  the  PaineWeb- 
Group  has  climbed  46%  since  Octo- 
Of  course,  such  warrants  could 
imet  if  the  Nikkei  recovers, 
nid  such  uncertainty,  many  Pacific 
counsel  steering  clear  of  Tokyo 
)letely.  But  that  doesn't  mean  you 
Id  bypass  the  whole  region.  Even 
Japan  in  the  doldrums,  the  Pacific's 
ses  could  turn  out  to  be  among  the 
d's  most  rewarding  as  1992  unfolds. 
>y  Ted  Holden  in  Tokyo,  with  Stephen 
heon  in  Sydney  and  William  Glasgall 
eic  York 
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HOP  A  PIANE,  BUY  A  STOCK... 


MARK  MOBiUS 


After  several  unsuccessful  tries 
at  penetrating  the  crackling, 
whirring  Pakistani  phone  sys- 
tem, this  caller  from  America  is  finally 
rewarded  by  the  clear,  cool  voice  of  J. 
Mark  Mobius,  a  man  who  will  go  any- 
where to  bag  a  bargain.  With  Pakistan 
recently  opening  its  stock  market  to 
foreigners,  this  time  Mobius  is  prowl- 
ing Islamabad  for 
buys.  But  to  his 
disappointment, 
the  market  has 
already  climbed 
60'X  in  the  past 
month.  "The  mar- 
ket has  run  away 
from  us,"  Mobius 
complains. 

He  may  be  cau- 
tious on  Pakistan 
right  now,  but  not 
many  other  fledg- 
ling markets  have 
gotten  away  from 
this  globe-trot- 
ting stock-picker 
for  the  $207  mil- 
lion Templeton 
Emerging  Mar- 
kets Fund.  In- 
deed, Lipper  Ana- 
lytical Services 
Inc.  estimates 
Mobius'  closed-end  fund  has  turned  in 
a  stunning  67%  total  return  over  the 
past  two  years  as  one  developing  coun- 
try after  another  has  turned  friendly 
to  foreign  investment.  "He's  the  class 
act,"  says  Lipper  analyst  William  G. 
McBride. 

Publicly  available  data  on  emerging- 
economy  companies  is  still  hard  to 
come  by,  so  Mobius,  54,  who  came  to 
the  Templeton  group  in  1987  from 
Hong  Kong  broker  Vickers  da  Costa, 
has  a  network  of  local  informants  and 
five  analysts  in  Hong  Kong  and  Singa- 
pore who  come  up  with  stock  picks. 
But  he  relies  on  exten- 
face-to-face  meet 


sive 

ings  with  corporate  ex- 
ecutives to  guide  his 
selections.  "We're  bot- 
tom-up investors,"  he 
says.  "We  have  to  do 
company  interviews." 
SOY  POP.  Mobius'  disci- 
plined approach  has 
kept  him  out  of  South 
Korea  and  Taiwan, 
which  hamper  investors 
with  foreign-exchange 
controls.  Instead,  he 
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likes  such  Latin  American  issues  as 
Argentine  oil-service  group  Perez  Com- 
panc,  Chilean  railroad  owner  Antofa- 
gasta,  and  the  recently  privatized  Tele- 
fonos  de  Mexico,  one  of  the  global 
stock  market's  biggest  winners  in  1991. 
He  also  is  high  on  a  number  of  Asian 
issues,  including  Philippine  Long  Dis- 
tance Telephone  and  Hong  Kong  con- 
glomerate Jardine 
Matheson.  After 
the  big  run-ups  in 
Latin  American 
stocks,  Mobius 
has  recently  start- 
ed taking  some 
profits,  especially 
in  Mexico.  But  he 
remains  in  14 
countries,  includ- 
ing Brazil  and 
Thailand. 

The  New  York- 
born  Mobius  has 
been  a  fan  of  de- 
veloping econo- 
mies for  close  to 
30  years.  Holder 
of  a  PhD  in  eco- 
nomics from  the 
Massachusetts  In- 
stitute of  Technol- 
ogy, he  moved  to 
Hong  Kong  in  the 
early  1960s  to  help  Monsanto  Co.  try  to 
introduce  a  soybean-based  soft  drink. 
When  the  operation  bogged  down,  Mo- 
bius stayed  on,  ranging  the  world  as  a 
consultant.  "I  did  studies  on  every  in- 
dustry from  soap  to  tractors,"  he  says. 
"It  was  wonderful  training." 

He's  still  on  the  road  much  of  the 
time,  complaining  that  he  hasn't  been 
back  to  his  small  Hong  Kong  apart- 
ment for  the  past  three  months.  And  it 
doesn't  look  as  though  Mobius  will  be 
slowing  down  anytime  soon.  He  talks 
enthusiastically  about  coming  opportu- 
nities in  Africa  and  the  fractured  Sovi- 
et Union.  He  believes 
that  Pakistan  opening 
its  market  will  soon 
force  India  to  do  the 
same.  And  even  more 
exotic  destinations  are 
beckoning.  If  not  for 
the  U.  N.  sanctions,  he 
says,  he  would  even 
look  into  Saddam  Hus- 
sein's recent  offer  to 
open  an.  exchange  in 
Bahdad. 

0EC13  By  Stanley  Reed  in 

New  York 
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LATIN  AMERICAN  MARKETS  HAVE  MADE  A  STUNNING  COMEBACK 


o 


nly  a  few  years  ago,  Latin 
I  American  politicians  were  about 
as  welcome  on  Wall  Street  as 
bankruptcy  lawyers.  As  Argentina's  re- 
form-minded President  Carlos  Saul 
Menem  recently  discovered,  that's  hard- 
ly the  case  anymore.  At  a  gathering  at 
New  York's  Waldorf-Astoria,  a  mob  of 
once-incredulous  bankers  and  investors 
greeted  the  dapper  President  with  hur- 
rahs and  a  standing  ovation  as  he  de- 
tailed how  his  economic  recovery  plan 
is   bearing   fruit.   Beamed  Menem: 
"We're  better  off  than  anyone  ever 
thought  possible." 

A  lot  of  Latins  are  making  that 
claim  these  days,  and  with  ample 
justification.  With  one  country 
after  another  embracing  democra- 
cy, restructuring  onerous  foreign 
debts,   and  adopting  free-market 
ideals,  yesterday's  pariahs  have 
quickly  turned  into  today's  heroes. 
And  nowhere  has  that  change  been 
more  apparent  than  on  the  region's 
bustling  bolsns. 

BETTER  DAYS.  From  Mexico  City  to 
Buenos  Aires,  formerly  moribund  stock 
markets  have  emerged  as  some  of  the 
best  performers  on  the  globe  (table).  As 
Latin  markets  have  blossomed,  so  have 
ways  to  join  the  action.  About  two  dozen 
companies,  from  the  giant  Telefonos  de 
Mexico  (Telmex)  to  a  flock  of  smaller 
manufacturers,  have  already  come  out 
with  American  depositary  receipts  (ADRs) 
on  U.  S.  markets.  Some  60  more  may  be 
listed  by  the  end  of  1992,  estimates 
Jorge  ().  Mariscal  of  Nomura  Research 
Institute  America  Inc. 

Ten  Latin  American  mutual 
have  also  made  their  debuts  in 
the  past  few  years.  Some,  such 
as  the  recently  launched  Argen- 
tina Fund,  focus  on  a  single 
country.  But  other  funds  span 
the  region.  Take  the  $100  million 
G.  T.  Latin  America  Growth 
Fund.  Its  manager,  Oscar  A. 
Castro,  has  been  buying  Telmex, 
Venezuelan  steelmaker  Sivensa, 
aiid  Perez  Companc,  an  Argen- 
tine telecommunications  and  oil- 
serviC'^  group  that  is  likely  to 
benefit  horn  Menem's  privatiza- 
tion pro'  ram. 

Indeed,  Argentina  has  become 


the  darling  of  investors  at  home  and 
around  the  globe.  With  inflation  plum- 
meting from  4,0007'  to  15%  a  year  since 
Menem's  election  in  1989,  the  tiny  Bue- 
nos Aires  stock  market  has  exploded. 
But  Nomura's  Mariscal,  for  one,  main- 
tains that  Argentine  equities  are  still 


funds 


reasonably  priced  by  world  standards. 

Although  recession  is  spreading 
across  the  industrial  world,  the  Argen- 
tine economy  is  expected  to  expand  by 
as  much  as  5%  in  1991 — on  top  of  an 
estimated  4%  the  year  before.  It  could 
get  a  further  boost  if,  as  is  widely  antici- 
pated, Menem's  government  reaches  an 
agreement  to  restructure  the  country's 
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1991  percentage  change* 
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ARGENTINA 

28.4 

625% 

315% 

COLOMBIA 

15.0 

237 

153 

MEXICO 

13.7 

105 

97 

BRAZIL 

9.1 

74 

84 

CHIU 

18.0 

102 

83 

VENEZUELA 

30.4 

49 

23 

REGIONAL  AVERAGE 

21.0 

NA 

104 

*Through  Dec.  6  NA 

=  Not  available 
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$29  billion  foreign  bank  debt.  Yet  Ma 
cal  notes  that  Argentine  stocks  are  s 
selling  for  a  mere  1.2  times  book  val 
Among  his  favorites:  Molinos,  a  ma 
food  producer,  and  Celulosa,  a  pulp 
paper  maker. 

The  outlook  isn't  as  bright  for  nei 
boring  Brazil,  Latin  America's  notew 
thy   laggard.   Political   infighting  i 
soaring  inflation  are  rocking  the  regio 
largest  economy.  Amid  such  disheart 
ing  developments,  many  expect  Braz 
market  to  plunge  40%  or  more  in  ea 
1992.  But  some  daring  investors 
sticking  it  out.  Lincoln  Y.  Rathnam 
Scudder,  Stevens  &  Clark  Inc 
instance,  likes  Telecommunigacc 
Brasileiras.  "It's  the  cheapest  phc 
company  traded  in  Latin  Americ 
he  says. 

Other  pros  counsel  steeri 
clear  of  Brazil  for  now.  They  f 
far  more  comfortable  in  Mexi 
where  President  Carlos  Salinas 
Gortari's  economic  reforms  are  p, 
ing  off.  Although  the  Mexico  City  m 
ket  fell  3%  in  early  December  amid  W' 
ries   that  a   free-trade   deal  bei 
negotiated  with  Washington  might  be 
jeopardy,  Victor  Ortiz,  research  direct 
at  Mexico  City's  Estrategia  Bursatil,  _ 
likes  Telmex.  Although  it  was  privatiz  |52rOld 
in  1990,  Ortiz  notes  that  the  telepho 
giant  has  been  guaranteed  its  monopc 
for  another  five  years.  imitlt^ 
PATIENCE  PAYS.  Ortiz  also  recommen  lives,' 
Cifra,  Mexico's  leading  retailer,  which 
opening  a  chain  of  warehouse  outk 
with  America's  Wal-Mart  Stores  Inc.  ^feh? 
don't  expect  this  or  any  other  Latin 
sue  to  provide  a  quick  killing.  "La 
America  is  for  medium-  to  lor 
term  investors,"  says  Hector 
Megy,  president  of  the  Floric 
based  Megy  Income  Fund 
you  want  to  invest  for  90  days 
suggest  you  choose  anoth 
place." 

Many  investors  seem  contefssi 
with  that  advice.  For  them,  L; 
in  America  may  offer  thrills  a 
chills,  but  also  the  prospect 
rapid  growth  after  years  of  e( 
nomic  stagnation. 

By  William  Glasgall  in  M 
York,    with   Stephen  Baker 
Mexico  City 
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I  Year  Old  Technology  Weds  Silicon 
Valley's  Most  Glamorous  Star. 

If  you  think  of  microfiche  as  a 
lium  relegated  to  the  basement 
lives,  then  you  need  to  dust  off  your 
V  of  what's  happening  at  Anacomp. 
We  recently  marriedthe  old  reliable 
rofiche  to  the  most  glamorous  graph- 
apabilities  that  today's  computer 
3s  can  muster  in  the  world's  fastest, 
it  efficient,  most  productive  informa- 
i  and  image  management  (1  &.  IM ) 
em :  TheDatagraphiX  XFP  2000^^ . 

You  Can  Put  A  Whole  Library 
 In  A  File  Cabinet  

The  new  XFP  2000  t^""- 
spawned  a  won- 
js  storage  fiche 
ed  "Wonder 

It  has  all  the 
antages  of  space 
paper  savings  diat 
le  may  pay  for  the 
:  of  the  system. 


The  Wonder  Fiche  Digests 

Data  Faster  Because 
It  Takes  Ferocious  Bytes. 

Our  system  is  software-driven, 
designed  to  double  the  throughput  of 
competitive  micro^phics  setups. 
Speed  and  productivity  are  enhanced. 
And  with  features  like  Advanced 
Function  Indexing™  and  Anatrieve™ , 
sorting  and  retrieval  of  microfiche  is 
virtually  automatic. 

What  You  Put  In 
Is  What  You  Get  Out 

The  "Advanced  Function  Plat- 
form" of  the  XFP  2000  enables  one  to 
duplicate  forms  and  documents  with 
the  same  graphics  as  the  original.  It 
offers  enhanced  graphics  capabilities 
with  the  ability  to  replicate  a 
variety  of  fonts,  forms,  signa- 
tures, logotypes,  invoices  and 
statements  which  have  the 
"branded"  and  "corporate- 
look"  of  the  original.  No  wonder 


learly  all  ( 
1,000  largest  cor- 
porations nave  a 
relationship  with  us. 

It  Ain't  The  Same 
Old  Fiche  Story. 

Fiche  and  chips  can 
be  a  blue  chip  investment 
foryourcompany.  For 
information  on  owning  an  Anacomp 
1  &.  IM  system,  or  on  how  we  can  handle 
your  needs  through  one  of  our  service 
bureaus,  writej.  Mark  Woods,  E.V.P., 
Anacomp,  Inc.,  3060  Peachtree  Road, 
N.W..  Suite  1 700,  Atlanta,  Georgia 
30305.  Orcall  404-262-2667. 

THE  IMAGE  OF  THE  FUTURB. 

anacomF 

©  1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarksof  Anacomp,  Inc.  DatagraphiX  XFP  2000  (and  XFP 
2000),  Advanced  Function  Indexing  and  Anatneve  are  trademarks 
of  Anacomp,  Inc. 
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PICKING  STOCKS  THAT  WILL  DELIVER  DURING  THE  RECOVERY 


ife  is  hard,  but  consider  the  alter- 
native," goes  the  saying.  The 
Isame  holds  true  for  the  stock 
market.  With  yields  on  most  fixed-in- 
come investments  sinking  steadily,  many 
money  managers  think  stocks  will  be  the 
only  place  to  go  for  double-digit  returns 
in  1992.  Instead  of  biting  their  nails  over 
when  and  how  recovery  will  finally  ar- 
rive, equity  analysts  say,  investors 
should  get  in  position  to  profit  when  it 
does  by  picking  stocks  while  prices  are 
off  their  highs. 

BUSINESS  WEEK  asked  three  pros  to  in- 
vest an  imaginary  $100,000  in  stocks  for 
the  year  ahead.  AH  three  see  opportuni- 


stock  prices  dip  even  further.  "The  big- 
gest mistake  investors  can  make  today 
is  to  keep  little  or  no  cash  because  of 
low  returns,"  he  says. 

Then,  Grigoli  would  put  60%  of  the  pot 
into  big,  well-known  stocks  that  he  con- 
siders growth  issues.  "These  are  compa- 
nies that  over  the  next  few  years  can 
deliver  strong  earnings  gains  even  in  a 
sluggish  economy,"  he  explains.  They  in- 
clude Merck  and  Johnson  &  Johnson, 
even  though  both  are  trading  near  their 
52-week  highs.  Among  retailers,  Grigoli 
likes  The  Limited.  "The  stock  has  the 
ability  to  surprise  investors  over  the 
next  few  years.  We're  expecting  strong 


With  the  remaining  307'  of  the  portfi 
lio,  Grigoli  would  go  for  higher-yieldin 
cyclical  issues  such  as  Nynex,  Banker  ifil'^^^ 
Trust,  Lincoln  National,  and  insure 
American  International  Group.  "Thes  'fs  '^f^ 
are  companies  with  more  upside  potei  '■  i" 
tial  in  the  next  12  to  18  months,"  h  m^'-^l 
says,  "and  we're  comfortable  with  th  ff&taf 


fundamentals."  He  also  likes  battere 


jj(  by  !B 


Boeing,  now  trading  around  42,  whos  sntyear. 
order  backlog  should  keep  earning 
growing  through  1994-95  and  which  ha  is 
plenty  of  cash.  And  as  a  speculativ 
play,  he  picks  Phelps  Dodge,  arguin 
that  unless  copper  prices  collapse 
which  he  doesn't  foresee — the  compan 
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GRIGOLI:  GO  FOR  GROWTH  1 

Stock 
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BANKERS  TRUST 

68 

611/8 

BOEING 

53 

42% 

GENERAL  ELECTRIC 
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68% 

INTEL 
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151% 

MOTOROLA 
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ties,  though  their  approaches  are  radical- 
ly different.  Here's  how  they  would 
build  their  portfolios: 

CARMINE  J.  GRIGOLI,  chief  equity  strate- 
gist at  First  Boston  Corp.,  thinks  the 
second  leg  of  the  bull  market  will  get 
going  in  the  .second  half  of  1992.  By  that 
time,  he  says,  the  economy  will  benefit 
from  stimulative  measures  by  Washing- 
I  ton,  including  a  tax-cut  package  and, 
!  possibly,  more  aggressive  easing  by  the 
federal   Reserve.    But   since  those 
changes  won't  happen  overnight,  Grigoli 
I  would  keep  10%  of  any  portfolio  in  re- 
j  serve  as  "opportunity  capital"  for  when 


earnings  gains  next  year,  to  $1.80  a 
share"  from  $1.10  now,  he  says. 

In  this  group,  he  would  also  choose 
Philip  Morris  and  RJR  Nabisco.  Grigoli 
thinks  both  companies  will  see  signifi- 
cant growth  overseas,  and  both  are  sell- 
ing at  price-earnings  ratios  well  below 
market  multiples.  Among  more  cyclical 
growth  issues,  he  favors  Intel,  Motorola, 
and  General  Electric.  "Here,  you're  obvi- 
ously dealing  with  highly  volatile  stocks 
that  should  be  bought  for  long-term  ap- 
preciation." He  believes  investors  have 
already  absorbed  a  lot  of  bad  news 
about  these  companies,  whose  stocks  are 
16%  to  25%  off  their  highs. 


could  produce  a  "big  positive  surprise  lupajy 
in  1992.  In  general,  says  Grigoli, 
should  develop  a  strategy  of  buying 
weakness,  not  chasing  strength." 


FRED  ASTMAN,  portfolio  manager 
First  Wilshire  Securities  Managemen 
Inc.,  focuses  on  the  opposite  end  of  th( 
equity  spectrum.  He  shepherds  $25  mil 
lion  in  individual  accounts,  which  re 
turned  nearly  58%'  for  1991  through 
vember.  Astman  likes  small-capital 
ization  stocks — and  by  that  he  mean 
issues  with  a  total  market  value  of  $5 
million  or  less  (page  72).  "In  that  area 
you  find  a  lot  more  issues  that  sell  at  1( 
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les  earnings  rather  than  20,"  he  says, 
nd  they  have  good  growth  potential." 
^stman  would  divide  the  $100,000 
;nly  among  10  small  stocks  in  niche 
sinesses  that  are  all  over  the  map.  His 
orite  is  Gander  Mountain  in  Wilmot, 
5.,  which  sells  hunting  and  fishing 
ir.  The  company  does  about  $100  mil- 
1  a  year  in  mail-order  sales  and  is  now 
;ning  stores.  Despite  the  recession,  its 
■nings  were  up  20%  in  fiscal  1991,  to 
:  per  share.  Astman  expects  them  to 
90(t  in  1992  and  $1.10  for  1993.  Anoth- 
pick  is  Shopsmith  in  Dayton,  Ohio, 
ich  makes  woodworking  tools  for  hob- 
sts.  In  September,  Shopsmith  suc- 
sfully  expanded  three  of  its  45  stores 
3  large,  one-stop  shops  for  do-it-your- 
fers.  The  company  saw  revenues  rise 
1%  in  1991.  Astman  believes  that  as 
)psmith  repeats  the  formula  in  its  oth- 
stores,  earnings  per  share  could  grow 
65$  by  fiscal  1993,  from  25(t  for  the 
rent  year. 

Vhen  Astman  hears  "health  care,"  he 
iks  organic.  Nature's  Sunshine  Prod- 
s  in  Spanish  Fork,  Utah,  is  the  No.  1 
)plier  of  herbs  to  America's  health 
res.  Nature's  Sunshine  also  has  dis- 
)utors  in  Britain  and  Mexico,  and  the 


chain,  is  trading  at  only  5.  Astman 
thinks  earnings  will  rise  from  50^  per 
share  for  the  year  ended  September, 
1991,  to  65(t  next  year.  Then  there's 
Vacu-Dry,  which  supplies  dehydrated 
fruits  to  all  the  big  cereal  makers.  With 
a  p-e  ratio  of  10,  the  stock  will  earn  65$ 
for  the  year  ending  June,  1992,  and  $1  in 

EACH  PRO  HAS  A 
VASTLY  DIFFERENT 
WAY  OF  INVESTING  A 
$100,000  PORTFOLIO 


1993,  Astman  projects.  "I  see  growth  for 
these  companies  independent  of  overall 
economic  trends,"  he  says. 

ROBERT  E.  TORRAY,  chairman  of  the  $1 
billion  investment  firm  that  bears  his 
name,  is  often  called  a  contrarian.  What 
he  calls  himself,  however,  is  an  investor 
who  believes  in  the  future.  True  to  his 
label,  he  shuns  both  the  blue  chips. 


far  better  than  it  ever  did  before."  At 
28,  Salomon  stock  is  27%  off  its  52-week 
high.  "If  it  goes  down  further,  I'll  just 
buy  more,"  says  Torray.  He  is  also  load- 
ing up  on  American  Express,  "which  ev- 
eryone loves  to  hate."  With  its  stock 
languishing  at  19,  "I  still  think  it's  a 
substantial  and  valuable  franchise." 

Among  out-of-favor  health  care  com- 
panies, Torray  is  voting  with  hospital 
chains  such  as  Humana,  Community 
Psychiatric,  and  National  Medical  Enter- 
prises. "These  companies  have  taken  a 
pasting,"  he  says,  "but  the  demand  for 
their  services  is  persistent."  By  the 
same  rationale,  Torray  likes  Browning- 
Ferris  Industries,  Rollins  Environmental 
Services,  and  Laidlaw  in  the  waste-re- 
moval sector.  "There's  a  permanent, 
large  supply  of  trash,"  he  says.  "I  like 
the  dynamics  of  that." 

Where  Torray's  contrarian  nature 
seems  to  show  most  is  in  his  fondness 
for  newspaper  companies.  Unlike  many 
media  analysts,  he  thinks  the  downturn 
in  the  industry  is  cyclical  rather  than 
secular.  "Once  Macy's  and  Saks  and 
Federated  get  reorganized,  ads  will  be 
up  again,"  he  predicts.  His  holdings  in- 
clude New  York  Times  Co.,  Dow  Jones, 


Vajl|:l!M:MI 


52-week  Current 
high  price* 


CAN  EXPRESS 

303/8 

183/8 

MING-FERRIS 

303/4 

191/4 

35 

24% 

W 

201/4 

73/4 

lAL  MEDICAL 
PRISES 

25 

141/2 

ON  BROS. 

37 

275/8 

MIRROR  CO. 

32% 

263/4 

ME  CO. 

483/8 

361/8 

241/2 

10% 

MGHOUSE  ELECTRIC 

31 

143/4 

ASTMAN:  NICHE-PICKING 


Stock  52-week 
high 

'urrent 
price* 

ASSIX  INTERNATIONAL 

3% 

23/8 

CALFED 

8% 

1% 

GANDER  MOUNTAIN 

103/4 

101/4 

HERBALIFE  INTERNATIONAL 

33/4 

23/4 

HOSPOSABLE  PRODUCTS 

101/4 

5 

KENTUCKY  MEDICAL 
INSURANCE 

16 

93/4 

NATURE'S  SUNSHINE 
PRODUCTS 

20 

I81/2 

PANCHO'S  MEXICAN  BUFFET 

8 

43/4 

SHOPSMITH 

73/4 

5 

VACU-DRY 

6 1/2 

61/2 

npany  has  rolled  out  dozens  of  new 
iducts  in  the  past  six  months.  Astman 
squally  sanguine  about  Herbalife  In- 
national,  a  vitamin  and  health-food 
ker  that  does  75?f  of  its  business 
;rseas  and  has  "loads  of  countries  still 
cover."  Astman  expects  sales  to  rise 
m  $190  million  this  year  to  $223  mil- 
1  in  1992.  Both  Nature's  Sunshine  and 
rbalife  are  trading  at  hefty  p-e's  of  21 
I  28,  respectively.  But  Astman  thinks 
y're  worth  it. 

n  food,  Astman  believes  a  couple  of 
xpensive  stocks  could  bring  rich  re- 
rds  over  the  next  year.  Pancho's  Mex- 
n  Buffet,  a  Texas-based  restaurant 


which  he  thinks  are  overpriced,  and  the 
small  caps,  whose  day  in  the  sun  he 
believes  is  already  coming  to  a  close. 
Instead,  he  says,  he  looks  for  value  in 
beaten-down  sectors  where  many  other 
investors  fear  to  tread.  "There's  a  large 
number  of  very  cheap  common  stocks 
out  there,"  he  says.  "On  average,  the 
market  looks  overpriced  because  it's 
held  up  by  the  Mercks.  But  if  you  look 
away  from  those  particular  stocks,  there 
are  plenty  of  values." 

Torray's  biggest  investment  is  Salo- 
mon Brothers.  Not  only  does  he  believe 
it's  financially  strong,  but  Warren  E. 
Buffett's  "approach  will  ensure  it'll  do 


Tribune  Co.,  and  Times  Mirror.  "I  don't 
think  we'll  ever  go  back  to  the  biggest 
years  of  the  '80s,"  says  Torray.  "But 
these  things  still  generate  a  lot  of  free 
cash  flow." 

What  about  poor  IBM,  smashed  down 
to  half  its  five-year  high?  It's  not  a  fa- 
vorite of  Torray's.  Although  some  of  his 
colleagues  think  it's  a  buy,  especially 
with  a  dividend  of  close  to  6%,  he's  not 
among  them.  He  says  that  is  because  he 
has  never  felt  comfortable  putting  mon- 
ey into  computer  companies.  It  may  also 
be  because  believing  in  IBM  isn't,  well, 
contrarian  enough. 

By  Joan  Warner  in  New  York 
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CAN  FUND  MANAGERS 
KEEP  ROLLING  UP  GAINS  LIKE  THESE? 


HEALTH  CARE  AND  BIOTECH  STOCKS  MAY  CARRY  THE  GROWTH  INTO  '92  i  , 
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Come  Dec.  .'51,  champagne  corks  will 
he  poppiiifj"  in  offices  of  mutual- 
fund  managers  across  the  country. 
And  why  not?  The  U.  S.  won  the  Persian 
Gulf  war,  communism  is  dead,  and,  best 
of  all,  the  typical  equity  fund  will  have 
beaten  the  market  by  2.57'  for  the  year. 
According  to  Morningstar  Inc.,  the  aver- 
age equity  fund  was  up  22.457'  com- 
pared with  a  19.927  gain  for  the  Stan- 
dard &  Poor's  500-stock  index.  Normally, 
mutual  funds  as  a  group  underperform 
the  stock  market  by  about  27. 

Fund  managers'  fine  performance  this 
year  should  help  them  justify  their  exis- 
tence. Although  there's  plenty  of  evi- 
dence that  indexing — buying  a  basket  of 
stocks  that  replicates  a  broad  market 
measure  such  as  the'SA-P  500 — pays  off 
in  the  long  term,  1991  should  turn  out  to 
be  a  year  when  it  paid  to  manage  your 


portfolio  actively,  or  have  someone  do  it 
for  you.  The  opposite  was  true  in  1990, 
when  the  average  equity  fund  fell  7.357', 
compared  with  a  3.107  decline  in  the 
SAP  500. 

Some  managers  regard  1991 's  results 
as  proof  of  the  virtues  of  stock  picking 
over  indexing.  Says  William  M.  B. 
Berger,  whose  Berger  100  fund  turned 
in  a  74.047  return  through  Dec.  13:  "Un- 
like index-fund  managers,  we  don't  have 
to  buy  mediocre  stocks.  We  own  only  the 
successful  companies  that  make  up  the 
top  10'/'  of  the  market." 
EYE-POPPING.  In  fact,  the  main  reason 
that  fund  managers  beat  the  indexes 
this  year  is  not  quite  so  sweeping.  It  can 
be  summed  up  in  a  phrase:  small-cap 
stocks.  In  1990,  many  fund  managers 
weighted  their  portfolios  toward  these 
issues  in  anticipation  of  a  small-cap  rally 


that  never  arrived.  In  1991,  true  belie' 
ers  in  small-cap  issues,  especially  tho 
of  the  biotech  variety,  finally  saw  tht 
dreams  come  true.  That's  because  wic 
ly  followed  indexes  such  as  the  S&P  5 
and  the  Dow  Jones  industrial  averaj 
favor  stocks  with  large  capitalizatior 
While  the  blue-chip  Dow  index  w; 
ahead  10.77  for  the  year,  the  nasd; 
composite  of  over-the-counter  issm 
soared  44.77.  "It  was  a  year  when  rii 
was  rewarded,"  says  Don  Phillips,  pu 
lisher  of  Morningstar  Mutual  Fum 
"Biotechnology,  small  companies,  ai 
aggressive  growth  strategies  did 
tremely  well.  " 

Although  the  stock  market's  sudd( 
120-point  drop  on  Nov.  15  took  some 
the  air  out  of  biotech  issues,  funds 
this  sector  of  the  market  delivered  ey 
popping  returns  for  the  year.  Oppenh 


.  THE  20  LARGEST  EQUITY  FUNDS  1 

1                  1991  BEST 

FlVl- 

Fund 

Assets* 

Totol  return** 

Toto 

Billions 

1991 

5-year  avg. 

Oppenheimer  Global  Bio-Tech 

1t!jiill«lltl 

Fidelity  Magellan 

$17.28 

29.35% 

14.64% 

American  Heritage 

Investment  Co. 
of  America 

8.94 

18.30 

12.19 

Fidelity  Select  Biotechnology 

1 

Windsor 

7.80 

19.67 

8.45 

Montgomery  Small  Cap 

Washington  Mutual 

7.43 

15.11 

10.19 

CGM  Capital  Development 

Fidelity  Puritan 

4.96 

17.25 

8.99 

Financial  Strategic  Health  Sciences 

Rdelity  Equity-Income 

4.28 

20.94 

7.84 

Berger  100 

Templeton  World 

4.14 

21.62 

8.64 

Oberweis  Emerging  Growth 

Twentieth  Century 
Select  Investors 

4.09 

20.24 

11.65 

United  New  Concepts 

American  Mutual 

4.08 

14.38 

9.96 

Twentieth  Century  Ultra  Investors 

Pioneer  II 

4.04 

13.55 

8.79 

Twentieth  Century  Giftrust  Investors 

t 

Vanguord  Index  500 

3.64 

19,88 

11.95 

MFS  Lifetime  Emerging  Growth 

t 

Affiliated 

3.52 

13.83 

8.24 

Fidelity  Select  Health  Care 

6 

Dean  Witter  Dividend 

3.40 

21.18 

10.88 

John  Hancock  Special  Equities 

6 

Wellington 

3.36 

16.09 

9.58 

Rnancial  Strategic  Financial  Services 

t 

Wind 

Windsor  II 

3.21 

19.97 

10.14 

Rdelity  Select  Brokerage 

sifoodl 

Income  Fund  of  America 

3.01 

17.70 

9.76 

6 

Kaufmann 

Twentieth  Century 
Growth  Investors 

6 

2.99 

52.58 

17.36 

ABT  Emerging  Growth 

6 

Growth  Fund  Of  America  2.96 

25.25 

13.95 

MIM  Stock  Appreciation 

6 

Templeton  Growth 

2.92 

23.62 

11.99 

Financial  Strategic  Technology 

6 

32.77 

14.96 

naeiiry  browrn  &  income  z.vi 

Average  for  940  equity  funds 

2 

*As  of  Sept.  30 

1991  returns  through  Dec. 

**lncludes  dividends  and  capital  gains. 
13;  5-year,  through  Nov  30 

S&P  SOO-stof  k  index 

1' 

DATA:  MORNINGSTAR  INC. 


EQUITY  FUNDS: 
THE  LARGEST, 
THE  BEST, 
THE  WORST 

Dazzling  returns  aren't  the  only 
bright  spot  in  the  picture.  As 
rates  on  bank  CDs  and  T-bills 
hbviM-eci  near  1 5-year  lows,  a 
recofclfiKnount  of  new  money 
flowed  intdfunds 
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r's  Global  Bio-Tech 
id  turned  in  the  best 
formance  of  1991, 
h  a  total  return  of 
.57%.  (All  figures  re- 
;t  results  through 
;.  13.)  Last  year's  top 
id,  Fidelity  Select 
technology,  was  a 
hflier  this  year,  with 
)ta!  return  of  81.60'  ;. 
'idelity  Select  Bio- 
inology  and  its  sis- 
fund.  Fidelity  Select 
ilth  Care,  up  66.53% 
i991,  have  defied  the 
iventional  wisdom 
t  a  red-hot  fund  one  year  may  turn 
to  be  ice-cold  the  next.  Says  Sheldon 
obs,  editor  of  The  No-Load  Finid  In- 
tor.  "It's  surprising  that  an  industry 
jld  stay  on  top  for  that  long."  Can 
?s  really  grow  to  the  sky?  No,  but 
hael  Hines,  senior  vice-president  of 
elity  Investments  in  Boston,  says  it's 
sible  for  a  fast-growing  sector  such 
health  care  to  maintain  market  lead- 
hip  for  several  years  in  a  row.  At 
;t,  that's  what  Fidelity's  investors  are 
ling,  since  47%  of  the  assets  in  the 
n's  sector  funds  are  in  Select  Biotech 
!  Select  Health  Care, 
tut  fund  managers  didn't  have  to  in- 
t  exclusively  in  biotech  to  benefit 
m  the  small-cap  rally.  Montgomery 


BEST-PERI0RMIN6  FUND  GROUPS 


Total  return* 

Total  return* 

HEALTH  CARE 

59.60% 

EQUITY/INCOME 

19.09% 

FINANCIAL 

47.16 

BALANCED 

18.25 

SMALL-COMPANY 

39.81 

UTILITIES 

16.46 

MAXIMUM  GROWTH 

35.22 

ASSET  ALLOCATION 

13.50 

TECHNOLOGY 

32.78 

OPTION 

13.11 

GROWTH 

25.56 

INTERNATIONAL 

9.02 

MISCELLANEOUS 

23.95 

DIVERSiriED  EQUITY  FUNDS 

26.27 

INCOME 

23.35 

ALL  EQUITY  FUNDS 

22.45 

GROWTH  AND  INCOME 

19.75 

S&P500 

19.92 

*Appreciotion  plus  goins  through  Dec 

13 

DATA: 

MORNINGSTAR  INC 

Small  Cap's  81.37%  gain,  Oberweis 
Emerging  Growth's  72.75%  increase,  and 
Twentieth  Century  Ultra  Investors' 
70.65%  return  helped  these  funds  top  the 
charts  in  1991. 

One  of  the  year's  Cinderella  stories 
was  American  Heritage  Fund,  which 
posted  an  86.11%  increase  in  1991 — sec- 
ond only  to  Oppenheimer's  Global  Bio- 
Tech.  In  1990,  the  fund  was  at  the  top  of 
the  worst  five-year  performance  list.  The 
manager  responsible  for  the  turnaround 
at  American  Heritage  is  Heiko  Thieme, 
who  took  over  the  fund  early  in  1990. 
The  48-year-old  former  U.  S.  equities 
strategist  for  Deutsche  Bank  Capital 
Corp.  says  he  normally  takes  a  long- 
term  view  toward  investing,  but  he  put 


this  philosophy  on  hold 
in  1991.  "It  was  a  year 
when  it  paid  to  be  a 
stock  picker  who  moved 
very  rapidly,"  Thieme- 
says.  He's  not  kid- 
ding— American  Heri- 
tage changed  its  entire 
portfolio  three  times 
during  the  year.  Two  of 
Thieme's  current  favor- 
ites are  MTC  Electronic 
Technologies  Co.  and 
Fidelity  Medical  Inc. 
TROOPING  IN.  If  daz- 
zling returns  were  not 
enough  reason  for  mu- 
tual-fund managers  to  celebrate,  surely 
the  massive  flows  of  capital  they  attract- 
ed were.  As  rates  on  bank  certificates  of 
deposit  and  Treasury  bills  hovered  near 
15-year  lows,  investors  flocked  to  mutual 
funds  in  search  of  higher  returns. 
Through  the  first  10  months  of  1991, 
sales  of  equity  funds  exceeded  redemp- 
tions by  $30.2  billion,  according  to  the 
Investment  Company  Institute.  That  fig- 
ure already  exceeds  the  $25.7  billion  in 
net  sales  for  all  of  1990  and  approaches 
the  record  of  $31.9  billion  set  in  1987.  As 
of  Oct.  31,  the  year  had  already  set  a 
record  in  terms  of  total  sales  of  equity 
funds.  Including  reinvested  dividends, 
$74.9  billion  in  new  money  flowed  into 
equity  funds,  outpacing  the  previous  an- 


FIVE-YEAR  BEST 

1                1991  WORST 

1              FIVE-YEAR  WORST 

Average  annual  return* 

Total  return* 

Averoge  annual  return* 

Toteglc  Health  Sciences 

32.07% 

Fidelity  Select  Energy  Service 

-24.96% 

Strategic  Gold/Minerals 

-15.99% 

ect  Biotechnology 

27.19 

Strategic  Gold/Minerals 

-24.92 

Strategic  Investments 

-10.65 

ect  Health  Care 

23.95 

MetLife-State  Street  Global  Energy 

-17.84 

Steadman  American  Industry 

-10.55 

Century  Ultra  Investors 

22.63 

Strategic  Investments 

-15.23 

Steodman  Ocean.  Tech.  &  Growth 

-10.11 

) 

21.67 

Strategic  Silver 

-14.80 

United  Services  European  Equity 

-8.80 

ect  Medical  Delivery 

21.54 

Benham  Gold  Equities  Index 

-13.16 

44  Woll  Street 

-7.50 

1  Capitalization 

20.84 

USF&G  European  Emerging  Companies 

-13.11 

Strategic  Silver 

-6.76 

merging  Growth 

20.70 

United  Services  Gold  Shares 

-11.45 

Pilgrim  Corporate  Utilities 

-4.34 

ese  Small  Company 

20.64 

Sheorson  Precious  Metals 

-10.55 

Vontobel  EuroPacific 

-4.02 

20.64 

Mackenzie  Canada 

-10.49 

Steodman  Investment 

-3.76 

folio:  GroviTth 

20.49 

DFA  Continental  Small  Company 

-9.45 

Financial  Strategic  Gold 

-3.24 

Specialized  Health  Care 

20.35 

Fidelity  Select  American  Gold 

-8.14 

Steadman  Associated 

-3.00 

19.88 

Steodman  American  Industry 

-7.95 

USAA  Investment  Gold 

-2.63 

'olth  Sciences 

19.75 

Financial  Strategic  Gold 

-7.84 

United  Services  Gold  Shares 

-2.33 

ntrafund 

19.32 

Bruce 

-7.70 

United  Services  World  Gold 

-1.71 

ect  Food  &  Ag 

19.30 

Thomson  Precious  Metals 

-7.41 

Rdelity  Select  Defense 

-1.35 

Group  DelCap  1 

18.97 

Scudder  Gold 

-7.33 

Bruce 

-1.24 

zon  Aggressive  Growth 

18.85 

Colonial  Adv.  Strategies  Gold 

-6.76 

Afuture 

-1.02 

ler  Discovery 

18.42 

Financial  Strategic  Energy 

-6.38 

American  Heritage 

-0.71 

18.27 

MFS  Lifetime  Gold 

-6.06 

Shearson  Precious  Metals 

-0.59 

or  635  funds 

10.07% 

*  Appreciation  plus  capital  qains  through  Dec  13  for  1991  figures  ond  Nov.  30  for  five-year  numbers 

stock  index 

12.27% 

DATA:  MORNINGSTAR  INC. 
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The  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all  crver 
the  ivorld.  Why?  We  invite  you  to 
come  see  and  understand. 

See  your  travel  agent  or  our  hotel 
representatives: 

THE  LEADING  HOTELS  OF  THE 
WORLD 

Tel;  800-223-6800  Toll  Free 

New  York  City  Tel:  212-838-3110 

DISTINGUISHED  HOTELS 

Tel:  800-888-1199  Toll  Free 

UTELL  INTERNATIONAL 

Tel:  80n-44UTELL  Toll  Free 

HOTEL  OKURA  OFFICES 

New  York  Tel;  212-755-0733 

Los  Angeles  Tel:  213-380-0218 

HOTEL  OKURA,  TOKYO,  )APAN 

Tel:  03-3582-0111 

Telex:  J22790 

Fax:  03-3582-3707 
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MUTUAL  FUNDS 


nual  record  of  $72.1  billion  in  1987. 

Investors  also  sought  higher  returns 
in  fixed-income  funds.  As  the  Federal 
Reserve  aggressively  cut  interest  rates 
and  returns  on  Treasury  bills  and  mon- 
ey-market funds  declined,  investors 
moved  further  out  along  the  yield  curve 
into  fixed-income  securities  maturing  in 
two  to  five  years.  At  Fidelity,  the  Spar- ' 
tan  Limited  Maturity  Government  Fund 
started  the  year  with  $162  million  in  as- 
sets and  accumulated  $2.8  billion  by  the 
end  of  November.  The  fund,  which  has 
an  average  maturity  of  5.26  years,  yield- 
ed 7.887'  over  the  past  30  days,  com- 
pared with  an  average  seven-day  yield  of 
4.737  for  taxable  money  funds  in  the 
seven  days  ending  Dec.  10,  according  to 
IBC/Donoghue's  Money  Fund  Repo)i. 

Even  though  money-market  mutual 
funds  are  currently  yielding  less  than 


the  familiar  passbook-savings-accoi 
level  of  57,  the  lion's  share  of  Indus 
assets  is  still  in  these  funds.  Of  the  $ 
trillion  under  management  by  U.  S.  n  i'*^ 
tual  funds,  $546.4  billion  is  investedps''''' 
money-market  funds.  But  they  are 
growing  as  rapidly  as  in  previous  yea 
says  Betty  Hart,  director  of  public  inf 
mation  for  the  Investment  Company 
stitute.  Through  the  end  of  October, 
vestors  exchanged  $7.1  billion  of  mon^ 
market  funds  for  equity  and  bond  fui 
within  the  same  mutual-fund  family 
NEW  MONEY.  For  the  first  10  months 
1991,  sales  of  bond  and  income  futfcs*-'' 
exceeded  redemptions  by  $62.8  billi 
This  is  more  than  twice  the  level  in  li  si? 
but  far  less  than  the  record  of  $11 
billion  set  in  1986.  Including  reinves 
dividends,  $109.4  billion  in  new  mor 
flowed  into  bond  and  income  fui  seiuii^ 


Willy ; 
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THE  BEST  OF  THE  BOHD  FUHDS 


199rS  BEST 
TAXABLE  BOND  FUNDS 


199rS  BEST 
TAX-FREE  BOND  FUNDS 


Total  return* 

Dean  Witter  High-Yield  Securities 

67.08% 

Liberty  High-Income  Bond 

57.98 

AMEV  Advantage  High-Yield 

56.46 

Notional  Bond 

51.00 

Federated  High-Yield 

50.32 

Mass.  Financial  High-Income  1 

49.19 

MFS  Lifetime  High-Income 

48.88 

Franklin  Tax-Advantaged  High-Yield 

47.79 

Kemper  High-Yield 

46.95 

Franklin  AGE  High-Income 

46.36 

Kemper  Investment  Port.  High-Yield 

46.17 

PaineWebber  High-Income  A 

45.58 

Putnam  High- Yield  II 

44.47 

Keystone  America  High-Yield  Bond 

43.95 

Colonial  High-Yield  Securities 

43.75 

Average  for  473  funds 

11.17 

FiVE-YEAR  BEST: 

TAXABLE  BOND  FUNDS 

Average  annual  return* 

Benhom  Target  Maturities  2005 

13.72% 

Benham  Target  Maturities  2000 

13.31 

Benham  Target  Maturities  1995 

12.41 

MFS  Worldwide  Governments 

12.37 

Merrill  Lynch  Glob.  Bd.  For  Invest.  B 

12.11 

FPA  New  Income 

10.82 

UST  Master  Managed  Income 

10.59 

Merrill  Lynch  Corp.  High-Income  A 

10.36 

Mackenzie  Fixed-Income 

10.18 

T.  Rowe  Price  International  Bond 

10.14 

Federated  GNMA 

9.92 

Vanguard  Fixed-Income  GNMA 

9.83 

Liberty  High-Income  Bond 

9.80 

Kemper  High-Yield 

9.80 

Shearson  Global  Bond 

9.78 

Average  for  220  funds 

8.09 

Total  return 


Transamerica  Tax-Free  Bond 


12.71°/ 


Premier  New  York  Municipal  Bond 


12.63 


Fidelity  Spartan  NY  Muni  High-Yield 


12.33 


GW  National  Municipal  Income 


12.31 


Smith  Barney  Muni  Bond  New  York 


12.27 


Putnam  NY  Tax-Exempt  Income 


12.26 


New  York  Muni 


12.22 


Franklin  NY  Tax-Free  Income 


12.13 


General  Municipal  Bond 


12.01 


Nuveen  Tax-Free  Bond  New  York 


11.99 


Eaton  Vance  New  York  Tox-Free 


11.94 


General  NY  Municipal  Bond 


11.93 


Van  Kampen  Merritt  Municipal  Income       1 1 .87 


Flagship  All-Americon  Tox-Exempt 


11.82 


Vanguard  Municipal  High-Yield 


11.67 


Average  for  47 1  funds 


9.09 


FIVE-YEAR  BEST: 
TAX-FREE  BOND  FUNDS 


Average  annuol  return 


UST  Master  Tax-Exempt  Long-Term 


10.20°/ 


Rochester  Fund  Municipals 


8.73 


Franklin  High- Yield  Tax-Free  Income 


8.37 


SteinRoe  High- Yield  Municipals 


8.21 


Fidelity  Aggressive  Tax-Free 


8.20 


Eaton  Vance  Municipal  Bond 


8.18 


SAFECO  Municipal  Bond 


8.12 


Vanguard  Municipal  High-Yield 


7.99 


Elfun  Tax-Exempt  Income 


7.97 


Seligmon  Tax-Exempt  Louisiana 


7.95 


Scudder  Managed  Municipal  Bonds 


7.95 


SteinRoe  Managed  Municipals 


7.92 


Lord  Abbett  Tax-Free  Income  NY 


7.90 


United  Municipal  Bond 


7.90 


Lord  Abbett  Tax-Free  Income  National 


7.89 


Average  for  257  funds 

*  Appreciation  plus  reinvested  dividends  and  capital  gain.,  through  Nov.  30 
DATA;  MORNINGSTAR  INC, 
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iUgh  Oct.  31.  By  contrast,  $158.1  bil- 
in  new  money  came  in  durin^j  the 
rd  year  of  1986. 

dose  investors  wiio  left  the  low  re- 
is  of  bank  CDs  for  hif^h-yield  and  con- 
ible  bonds  were  not  disappointed. 
;r  a  wave  of  defaults  in  1990,  inves- 

regained  confidence  in  the  junk- 
i  market  in  1991.  One  reason:  a  ris- 
stock  market,  which  made  it  easier 
companies  with  junk  outstanding  to 
e  equity  and  reduce  debt,  thus  mak- 
their  high-yield  bonds  less  risky.  The 
f  in  equities  also  lifted  prices  for  con- 
ibles,  which  are  linked  to  the  stock 
ket.  By  any  standards,  returns  of 
Is  such  as  Dean  Witter  High-Yield 
irities,  up  67.08'/  for  the  year,  were 
ding,  but  their  pei'forniance  was  all 
more  striking  compared  with  I9!)0, 
n  junk  bonds  were  at  the  bottom  of 
heap.  Other  top  performing  fixed- 
me  funds  included  Liberty  High-In- 
e  Bond,  up  57.987',  AMEV  Advantage 
h-Yield,  ahead  56.467,  and  National 
d  Fund,  with  a  517  return. 

TRIO.  Leading  the  list  of  stellar 
d-income  funds  for  the  five  years 
,ng  Nov.  30  were  a  trio  of  funds  that 
st  in  zero-coupon  bonds.  Benham 
^et  Maturities  2005  had  an  average 
ual  return  of  13.727,  followed  by 
ham  Target  Maturities  2000,  with 
17,  and  Benham  Target  Maturities 
),  with  12.417.  Because  zero-coupon 
ds  are  sold  at  a  discount  and  repaid 
ull  at  maturity,  they  are  very  sensi- 
to  interest-rate  changes.  Falling  in- 
st  rates  since  1989  have  buoyed  the 
irns  of  zero-coupon  funds,  but  they 
,d  take  a  tumble  if  rates  turn  up 
in.  Says  Michael  Lipper,  president  of 
Der  Analytical  Services  in  Summit, 
.:  "If  you  invest  in  zero-coupon 
ds,  it's  best  to  do  it  for  the  long 

Q." 

^hile  investors  in  biotech,  small-cap, 

high-yield  mutual  funds  look  back 
:entedly  on  1991,  those  who  put  their 
ley  in  precious  metals  and  natural- 
)urce  funds  are  licking  their  wounds. 

worst  performing  fund  for  the  year 
;  Fidelity  Select  Energy  Service, 
'n  24.967.  It  was  followed  by  Strate- 

Gold/Minerals,  down  24.927,  and 
Life-State  Street  Global  Energy,  off 
47.  Although  there  is  no  promise  on 
II  Street  that  the  last  shall  be  first, 
)bs  of  The  No-Load  Fund  Investor 
3:  "Investors  should  pay  attention  to 
funds  at  the  bottom  as  well  as  the 
Jacobs  isn't  expecting  a  rally  in 
iious  metals  stocks,  but  he  thinks  the 
es  for  oil  issues,  for  instance,  have 
ir\  so  low  that  they  are  ready  for  a 
Dund.  Maybe  the  managers  at  Fideli- 
Jelect  Energy  Service  and  others  who 
sed  out  on  the  action  in  1991  should 

a  case  of  champagne,  just  in  case. 
By  Monica  Roman  in  Neiv  Yori< 
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FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fiddity 
For  Stodi  Market 
bivesting? 

•  We  manage  over  $45 
billion  in  equity  assets. 

•  Our  analysts  and  port- 
folio manors  contact 
over  6,000  companies 
annually. 

•  Over  40  years  of  stock 
market  experience. 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
9/30/91.  Share  price  and  return  will  vary  Start  with 


$2,500;  $500forIRAorKeogh. 

*Accijrdmg  to  Lipper  Analy  tical  Services,  Magellan  ranked  #  1  out  of  3()2,  #3  out  of  45.3,  #59  out  of  979,  and 
#205  out  of  1796  funds  for  the  15,  10,  5,  and  1  year  periods  ended  9/30/91 ,  respectively  ( portfolio  manager 
changed  6/1/90) 


1-800-544-8888   24  hours 


Fidelity  Magellan  Fund.  For  more  complete  information  including  management  fees  and 
the  fund's  3%  sales  charge  and  expenses,  please  call  or  write  for  a  free  prospectus  Read  it  carehilly 
before  vou  invest  or  send  money  Fidelity  Distributors  Corporation,  PO  Box  660603,  Dallas,  TX 
75266-0603 


FSaelUy 


Investments' 

CODE:  BW/MAG/123091 


THE  VOICE  OF  THE  CUSTOMER  :  Because 
preventing  customer  complaints  is  everybody's  job. 

ODI's  newest  total  quality  program,  The  Voice  of  the  Customer,  connects 


all  yoxiv  managers 


•Kl  A''"' 


"  .,..  lui"""','  ._,liiui 


Cli""" 


r  Jill'"' 


picas' 


and  employees  with  changing 
customer  expectutit:)ns.  So  every- 
one can  identify  and  eliminate  the 
root  causes  of  customer  com- 
plaints .  .  .  before  it's  too  late. 
Start  preventing  customer 
'  complaints  today.  Call 
1-800-OI)I-INFO  or 
617-272-8040  and  ask  for 
more  infomiation  on  The 
Voice  of  the  Customer. 


ODi 


® 


Implementing  Total  Quality  Worldwide. 
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A  BOND  MARKET  YOU  CAN 
COUNT  ON.  UNLESS... 


I 


RATES  SHOULD  STAY  LOW.  THEN  AGAIN,  A  TAX  CUT  COULD  SPOIL  THE  FUN 


The  bond  market's 
five-month  rally  is 
winding  down,  but 
the  party  isn't  over  yet. 
Interest  rates  should 
stay  low  and  could  slide 
lower  over  the  next  few 
months.  "More  econom- 
ic malaise,  low  inflation, 
and  another  round  of 
Fed  easing  is  an  envi- 
ronment made  to  order 
for  bonds  in  the  new- 
year,"  says  Hugh  A. 
Johnson  Jr.,  chief  in- 
vestment officer  for 
First  Albany  Corp.  Cer- 
tainly, the  consensus  is 
that  rates  will  stay  low 
(chart).  But  playing  the 
market  will  not  neces- 
sarily be  a  slam  dunk. 
A  stronger-than-expect- 
ed  recovery,  perhaps 
propelled  by  large  elec- 
tion-year tax  cuts,  could 
blow  apart  the  bullish 
scenario. 

No  question,  bonds 
have  performed  spec- 
tacularly since  the  Federal  Reserve  be- 
gan pushing  down  rates  last  summer. 
Lehman  Brothers  Inc.'s  T-Bond  index, 
which  measures  total  return  (price  ap- 
preciation and  interest  income),  was  up 
12'X  in  1991,  with  three-quarters  of  that 
coming  since  Aug.  1. 

When  a  recovery  finally  shows  up, 
around  niid-1992,  it  should  be  sufficient- 
ly anemic  to  make  rates  edge  up  just 
slightly.  According  to  a  consensus  of 
economists  compiled  by  Blue  Chip  Fi- 
nancial Foreca<:ls\  the  three-month 
Treasury  bill,  now  4.2' will  slide  a  tad 
more  before  ending  1992  at  4.97r.  That's 
still  far  below  the  67'  with  which  1991 
began. 

UNKIND  CUT.  Long-term  rates,  whose 
downward  drift  has  been  glacial  during 
1991,  should  continue  that  slow  souther- 
ly pace  until  midyear  1992,  then  inch  up 
just  a  bit.  The  Fed's  easing  is  effective 
only  at  the  short  end  of  the  yield  curve. 
One  reason  that  longer  rates  have 
budged  only  grudgingly  is  that  compara- 
ble interest  rates  overseas  are  relatively 
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high.  Result:  Longer  U.  S.  rates  must 
stay  attractive  enough  to  enlist  buyers. 
A  10-year  U.  S.  Treasury  bond  yields 
7.757.  The  similar  security  in  Germany 
is  87;  in  Japan,  67. 

A  big  tax  cut  next  spring,  though, 
could  be  kryptonite  for  bonds,  swelling 
the  federal  deficit  and  kicking  up  infla- 
tion and  interest  rates.  Each  time  the 
Administration  muses  about  lowering 


Slow  RECOVERY  SHOULD 
KEEP  INTEREST  RATES  LOW 


30-YEAR  TREASURY  BONDS 


THREE-MONTH 
TREASURY  BILL 


I '91  II 
A  PERCENT 


IV  I '92  II 
'   EST 


DAIA  MERRIU  lYNCH  i  CO.,  BLUE  CHIP  FINANCIAL  FORECAST  BW 


taxes  to  jump-start  t 
stalled  recovery,  t 
credit  markets  gyra' 
"The  government 
busy  going  around  sci 
ing  the  bond  market 
complains  Paul  A 
Boltz,  chief  econom: 
for  T.  Rowe  Price  Ass 
ciates  Inc.,  the  mutu; 
fund  group.  "Thank 
Washington." 

CALL  RISK.  But  odds  3 

that  any  tax  cut  woi 
be  sufficiently  big 
hurt  bonds.  Washingtlaceltiai 
savants  are  forecastii 
a  smallish  decrea  i^are 
worth  perhaps  $10  I  ^ 
lion  to  $15  billion  (pa: 
66).  "A  Republic; 
White  House  won't  ^mi 
cept  anything  seriou; 
harmful,"  says  Stepb 
A.  Maher,  a  Nikko 
curities  Co.  executi 
vice-president. 

A  prudent  strategy 
deal  with  this  uncertal 
ty  is  to  hide  in  inter: 
diate  securities,  ranging  from  5  to 
years  in  maturity.  "Where  price  chang 
are  concerned,  the  30-year  bond  is  tw 
as  sensitive  as  the  7-year  note,"  sa 
Martin  J.  Mauro,  a  senior  economist 
Merrill  Lynch  &  Co.  More  venturesoijiiemein 
souls  should  go  for  the  longer  maturit 
if  rates  keep  sinking.  The  trick  is  to  c 
the  turn,  moving  to  the  short  end  of  t  ' 
yield  curve — maturities  of  less  than 
years — when  rates  begin  to  rise. 

Continuing  low  rates  remain  a  pre 
lem  even  for  those  investors  who 
lucky  enough  to  be  holding  old  hij 
coupon  bonds.  They  must  contend  wit! 
gremlin  known  as  call  risk:  Issuers 
deem  high-paying  paper  before  matur 
and  refinance  at  lower  rates.  In  the  th 
quarter  of  1991  alone,  U.  S.  corporatic 
refinanced  $22  billion,  five  times  t 
amount  done  in  1990's  third  period, 
Securities  Data  Co.  That's  a  revolti 
development  for  those  who  bougf 
bonds  in  the  early  1980s  paying  doubjfe 
digit  interest.  Many  such  investors,  't^ 
eluding  retirees  who  built  their  lifestyfe 
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Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine. 

the  better  your 
chances  of  growing  hair. 


"Mv/iair  i  completely  filled  in.  /( 
//  was  amazing!  Early  treatment 


ogaine  is  the  only  product  ever 
roven  to  grow  hair.  And  studies 
low  that  using  it  at  the  first  signs 
f  hair  loss  gives  you  the  best 
hance  that  it  will  grow  hair  for  you. 


Vhat  are  the  early  warning 
igns  of  losing  hair? 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
ormal.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 

Two  million  men  worldwide 
have  tried  Rogaine.  In  yearlong 
clinical  tests  conducted  by  derma- 
tologists at  27  medical  centers 
nationwide,  virtually  half  (48%) 
f  the  men  who  tried  Rogaine  saw 
t  least  moderate  hair  regrowth. 
hirty-six  percent  had  minimal 
jgrowth  and  only  16%  had  no 
Jgrowth. 
Doctors  also  found  that  it  usu- 
lly  takes  4  months  or  more 
efore  you  can  begin  to  evaluate 

our  use  of  Rogaine.  Side  effects        "The  first  ime  l  saw  hair  growing 
•    •       I        I     crrf     r  was  at  ahoi4l  S  months .  \  haiin't 

^ere  minimal:  only  5%  of  the  men  ,„„„^ 

;Sted  had  itching  of  the  scalp.  chances."— Tony  Vila 


started  growing  in  under  2  months 
it  works!"— Jim  Wilets.  30 


'  may  not  have  grown  any  hair 
'ter  6  months,  but  most  of  my 
lir's  stopped  falling  out.  I'm 
ad  I  got  to  the  doctor  fast. " 
-Luis  Silva.  20 


Will  Rogaine  work  for  you? 

Only  a  dermatologist  or  another 
doctor  who  treats  hair  loss  can  tell 
you,  so  see  one  soon.  The  sooner 
you  get  your  prescription  for 
Rogaine  (which  is  now  available  in 
an  economical  3-pack),  the  sooner 
you  could  be  growing  hair 
For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below: 

Send  in  the  coupon  or  call 

1 800  753-5559  ext  679 

for  your  $10  certificate.  Soon. 

^""pill  this  in  now.  Then,  start  to  fill  in  your  hair  loss.  ^ 

Mr.  Keith  Barton,  The  Upjohn  Company 
PO  Box  9040.  Opa  Locka,  Florida  33054-9944 
Dear  Mr.  Barton; 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine  And  just  to  make  sure  I  don't  forget  to  go  to  my 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor. 
Thanks. 

Name  


Address- 


City/State/Zip- 
Phone  


Upjohn 


 Age- 

DERMATOLOGY 
DIVISION 


USJ-5497  00 


679 


ID  1992  The  Upjohn  Company 


January  1992 


For  a  summmary  of  product  information,  see  adjoining  page. 

@ 


The  only  product  proven  to  grow  hair. 


BONDS 


Ro<iaine 

&  *-^minoxidil2% 


The  only  product 
ever  proven  to  grow  hair. 

What  IS  ROGAINE? 

ROGAINE  TopiCdi  Soiu!  on  discovered  anO  made  by  The  Upjohn  Company,  ts  a  slandard'zed  topical  ((or  use  only  on  tfie 
skin)  prescnpli:n  mec  cation  proved  eflective  tor  the  (ong-lerm  treatment  o1  male  pattern  baldness  ot  the  crown  and  m 
lemales  tor  diHuse  nair  :oss  or  ifimnmg  ol  the  Irontai  areas  ol  the  scalp 

ROGAtNE  IS  Ifie  only  top'Cai  solution  ot  minoxidil  Minoxidil  m  tapiet  'orm  has  Been  used  Since  1980  to  lower  biood 
pressure  The  usr  ot  rn^naxiail  laDiets  is  .imiied  to  treatment  ot  patients  with  severe  high  blood  pressure  When  a  high 
enough  cose  in  tablet  lorm  is  used  to  lower  blood  pressure  certain  eftecis  that  merit  your  attention  may  occur  These 
effects  appear  ro  oe  dose  related 

Persons  wfio  use  ROGAINE  Topical  Solution  have  a  low  level  ol  absorption  ot  mmox'dil  much  lower  than  Ihat  ot  persons 
being  treaied  w  tn  mmoMidil  laDlets  tor  high  blood  pressure  Therefore  the  hke!  hood  that  a  person  usmg  ROGAINE  Topical 
Solution  will  ceve'op  the  etiects  associated  with  minoxidil  tablets  is  very  smai:  in  tact,  none  ol  these  effects  have  been 
direct'V  attfiOuteC  to  ROGAINE  m  cimca'  sluoes 
How  soon  can  I  expect  results  from  using  ROGAINE? 

Sludges  have  shown  that  me  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  patients  receiving  ROGAINE  may  see  taster  results  than  others,  others  may  respond  with  a  slower  rale  of  hair 
growth  You  should  lot  expect  visible  growth  m  less  than  4  months 
If  I  respond  to  ROGAINE.  what  will  the  hair  look  like? 

I' vO;j  have  very  '^:iie  hair  and  respond  to  treatment  your  tirst  hair  growth  may  besoft.  downy,  colorless  hair  thai  is  barely 
t-.S'b  e  After  fLnrer  ireaimeni  tie  new  hair  should  be  the  same  color  and  thickness  as  the  other  fiair  on  your  scalp  It  you 
start  W'tn  substantia  laif  the  riew  Hair  should  be  of  the  same  color  and  thickness  as  the  rest  of  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  .s  a  treat  mem  nor  3  cure  It  you  respond  to  treatment,  you  will  need  to  continue  usmg  ROGAINE  to  mamlam  or 
increase  riair  growth  it  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  alter  a  reasonable  period  of  time 
lat  least  4  months  or  more)  your  docto'  may  advise  you  fo  discontinue  usmg  ROGAINE 
What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

H  yOu  sloo  us  ng  RQGAINE  you  wi'  probably  Shed  the  new  hair  withm  a  tew  months  after  stopping  treatment 
What  IS  the  dosage  of  ROGAINE? 

You  snouiC  apply  a  '  mL  dose  0'  ROGAINE  hwo  times  a  day,  once  m  the  morning  and  once  at  night  before  bedtime 
Each  bonie  should  last  about  30  days  |i  month)  The  applicators  m  each  package  of  ROGAINE  are  designed  to  let  you 
appiy  the  correct  amount  ot  ROGAINE  w'th  each  application  Please  refer  to  the  instructions  lor  Use 
What  if  I  miss  a  dose  or  forget  to  use  ROGAINE? 

II  you  miss  one  or  two  daily  appitations  ol  ROGAINE.  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  vou  should  not  attempt  to  make  up  tor  missed  applications 
Can  I  use  ROGAINE  more  than  twice  a  day?  Will  it  work  faster? 

No  Studies  t)v  The  Upiohn  Company  have  been  careluily  conducted  to  determine  The  correct  amount  ol  ROGAINE  louse 
to  obia  n  fie  "nosi  sat.s^acior v  results  More  treoLent  applications  cr  use  ot  larger  doses  (more  than  1  mL  twiceadavt  have 
noi  been  shown  to  speed  up  the  process  of  ha  r  growth  and  may  ncrease  the  possibility  ot  side  ettecis 
What  are  the  most  common  side  effects  reported  in  clinical  studies  with  ROGAINE? 

Studies  ot  patients  usmg  ROGAiNE  have  shown  that  the  most  common  adverse  etiects  directiy  attribu'i: 
Topical  Solution  were  .tching  and  other  s<in  irritations  ot  the  treated  area  ot  the  scalp  About  7*s  ol  pa:  t  '"7^? 
complaints 

Other  side  etiecis  including  ught-heaoedness  dizziness,  and  headaches  were  reported  by  patients  usmg  ROGAINE  or 
placebo  la  similar  solution  without  the  active  medication) 
What  are  some  of  the  side  effects  people  have  reported? 

"^he  'reoLency  o'  side  efiecis  listed  Deiow  ^as  s  miiar  except  'or  dermatologic  reactions,  m  the  groups  using  ROGAINE 
anc  p:acebo  Respirator*  bronchitis  upper  respiratory  infection  smusitis  Dermatologic  irritant  or  allergic  contact 
dermatitis,  eczema,  hypertrichosis,  local  eryinema,  pruritus,  dry  skin  scalp  tiakmg,  exacerbation  of  hair  'oss  alopecia 
Gastromtestmal  diarrhea  nausea,  vomiting  Neurologic  headache  dizziness  famtness  i:ghi-neadedness 
Musculoskeletal  fractures  back  pain,  tendindis.  CardfOvascu/ar  edema  chest  pam  blood  pressure  increases  decreases 
palpitation  pulse  rate  increases  decreases  Allergic  nonspecific  al'erg'c  reactions  hives  allergic  rh.nitis.  facial  swelling, 
sensitivity  Special  Ser^ses  coniunctivitis.  ear  infections,  vertigo,  visual  d'Sturbances  including  decreased  visual  acuity. 
Metaboiic-Nutnttonal  edema  weight  gam,  utinary  Tract  urinary  tract  nfeciions  renai  calculi,  urethritis.  Genital  Tract 
prostatitis  epididymitis  sexual  dyslunction  Psyctiiairic  anxiety,  depression  fatigue  Hematologic  lymphadenopaihy 
thrombocytopenia  Endocrmologic 
Individuals  wno  are  hypersensitive  to  minoxidil,  propylene  glycol  or  elhanoi  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol  which  could  cause  burning  or  irritation  ot  the  eyes  mucous  membranes  or 
sensitive  sk-n  areas  It  ROGAiNE  acc  Genta'iy  gels  mto  these  areas  ba'^e  tne  area  with  large  amounts  ot  coo  tap  water 
Contact  your  doctor  it  ■rntatior-  pers  sts 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Although  serious  side  ettects  have  not  been  attributed  to  ROGAINE  n  ci^icai  studies  there  is  a  possibility  that  they 
could  occur  because  the  active  mgredieni  ^n  ROGAINE  Topical  Solution  15  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  b'ood  pressure  by  relaxing  the  arteries  an 
etiect  called  vasodilation  Vasodilation  leads  to  retention  o)  fluid  and  ^creased  heart  rate  The  following  eftecls  have 
occurred  m  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate  Some  patients  have  reported  -  a  resting  hean  rate  increased  by  more  than  20  beats  per  mmute 
rapid  weight  gam  ol  more  than  5  pounds  or  sweii-ng  ledemai  ol  the  face,  nands  ankles  or  stomach  area  difficulty  m 
breathing  especar.y  whenlying  down  a  resuH  of  an  mcrease  in  body  fluids  or  tiuio  around  the  heart  worsening  of  or  new 
onset  ot  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skm  very  tittle  mmox  d-  ;s  absorbed  and  the  possible  effects 
attributed  to  mmcxiOii  tablets  are  not  expected  with  the  use  of  ROGAINE  it  hcwever  you  experience  any  ol  the  possible 
side  effects  hsteo  discontinue  use  ol  ROGAlNE  and  consult  your  doctor  Presumably  such  effects  would  be  most  likely  if 
greater  absorption  occurred  e  g  because  ROGAINE  was  used  on  damaged  or  Hiamed  skm  or  n  greater  than  recom- 
mended amounts 

In  animal  studies,  mmondil  m  doses  higher  than  would  be  obtained  from  toDicai  use  m  people  has  caused  important 
heart-structure  damage  Th^s  kind  of  damage  has  not  been  seen  m  humans  given  minoxidil  tablets  tor  hign  piood  pressure 
=■  eitecitve  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

i-CiJui's  With  known  or  suspected  unfleriymg  coronary  anery  disease  or  the  i^resence  ot  or  predisposition  to  heart 
failure  te  at  particular  n5<  l  systemic  effects  ithat  is  mcreased  heart  rate  or '  uid  retention!  ot  minoxidil  were  to 
occur  PhvS'Cans  and  patients  wilh  these  kinds  of  underlying  diseases,  should  De  ccnsc  ous  of  the  potential  risk  ot 
treatment  >^  tnp,  choose  to  use  ROGAlNE 

ROGAINE  sn:  i  Id  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  pans  of  the  body  because  absorption  ot 
minoxidil  m.ay  be  ncreased  and  the  risk  of  side  effects  m,ay  become  greater  You  should  not  use  ROGAINE  if  your  scalp 
becomes  irritated  or  is  sunburned  and  you  should  not  use  it  along  with  other  lopxai  treatment  medication  on  your  scalp 
Can  individuals  wilh  high  blood  pressure  use  ROGAINE'' 

Individuals  with  hypertension  including  those  under  treatment  with  antihypertensive  agents  can  use  ROGAINE  but 
snould  be  monitored  cioseiy  by  their  doctor  Patients  takmg  guanethiOine  for  hign  blood  pressure  Should  not  use 
ROGAINE 

Should  any  precautions  be  followed? 

I'^dividuals  uSmg  ROGAINE  iiould  be  monitored  by  their  phyS'Cian  l  month  after  starting  ROGAlNE  and  at  least  every 
6  mc^ins  thereafter  Discontinue  f^OGAINE  il  systemic  ettects  occur 

Do  not  use  it  m  conjunction  with  other  topical  agents  such  as  corticosteroids,  retinoids,  peiroiaium  or  agents  that 
ennance  percutaneous  absorpt-on  ROGAINE  is  tor  topical  use  only  Each  millriter  contains  20  mg  minoxidil  and  accidental 
ingestion  could  cause  adverse  systemic  ettects 

No  carcmogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  "ne  ettects  on  labor  and  delivery  are  not  »nown  Btlicacy  m  postmenopausal  women  has  not  been  studied 

Pediatric  use  Safety  ano  eitectiveness  "^ave  noi  been  established  under  age  18 

Caution  Fe:e'a'  law  cro^  ?    -  ?:e-.  —  ^        3  ptescripi^on  vou  must  see  a  doctor  to  receive  a  prescription 
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around  fat,  decade-old  bond  yields.  oft( 
don't  know  about  call  dates  until  issue 
tap  them  on  the  shoulder.  Treasury 
vestors  are  more  fortunate:  Federal  go 
ernment  bonds  issued  since  1985  can't 
called.  For  investors  in  other  bond 
lesson  is  to  check  out  not  simply  a  se 
rity's  yield  to  maturity  but  also  its  yie 
to-call  date.  When  the  bond  gets  calle 
investors  will  have  had  time  to  ma.. 
intelligent  financial-planning  decisions 
Although  the  Treasury  market  has 
tracted  manv  bond  investors,  other  s 
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tors  of  the  debt  market  also  offer  opp( 
tunities.   At  first  glance,  investmei 
grade  corporate  bonds  don't  seem  th 
alluring,  mainly  because  they  have  be^ 
showing  a  narrower  vield  spread  lat€ 
over  comparable  Treasuries,  which  ha 
no  default  risk,  Hope  for  an  econon 
recovery  has  narrowed  the  spread 
about  0.9  percentage  point,  from 
points  a  year  ago.  The  rationale  is  th 
better  times  will  decrease  the  chance 
corporate  credit  downgrades  and 
faults.  Unfortunately,  the  evidence  f 
optimism  is  mixed.  The  pace  of  dow 
grades  is  indeed  slowing.  In  the  four 
quarter,  the  ratio  of  Standard  &  Poo 
Corp.  downgrades  to  upgrades  fell  to 
to  1.  from  10  to  1  in  the  year-ago  peric 
On  the  minus  side.  105  companies 
faulted  in  1991.  almost  the  same 
1990's  gruesome  tally,  says  the  Bond 
vestors  Assn..  which  sees  little  improi 
ment  in  1992. 

Yet  certain  corporate  sectors  are 
ing  quite  well.  T.  Rowe  Price  calcula 
that  bank  holding-company  bonds  ha 
outdone  the  bond  market  as  a  who 
posting  a  17' ^  return  in  1991.  And  tha 
in  the  face  of  highly  publicized  real 
tate  woes  besetting  some  banks.  Sa 
Edward  A.  Taber  III.  director  of  Pric 
taxable-bond  division:  "Investors  ha 
been  rewarded  for  taking  risk." 
HIGH  JUNK.  For  real  risk  lovers,  the  jui 
bond  market,  which  has  had  a  grf 
1991.  beckons  with  its  alluring  coupo 
many  still  double-digit  (page  140).  Pr 
pects  of  a  recovery  have  made  ju 


seem  much  less  dangerous:  The  yii  -1  'fe 
spread  over  comparable  Treasuries  \ 
shrunk  from  11.1  percentage  points 
1990  to  «.6  points  now.  And  Wall  Stre 
which  didn't  want  to  know  about  junk 
1990.  has  rolled  out  new  issues  at  1 
most  rapid  pace  since  1988.  With  lu 
some  junk  may  ascend  into  the  hea 
realm  of  investment  grades.  On  Dec 
R.IR  Nabisco  Holdings  Corp.  did  exac 
that  when  Standard  &  Poor's  Co 
boosted  its  rating  to  BBB-. 

Municipal  bonds  have  gotten  a  lot 
attention  during  the  past  year  becai 
cash-strapped  states  have  hiked  inco 
taxes  (page  144).  Munis  have  the  virl 
of  being  exempt  from  federal  and  ofl 
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il  levies.  The  volume  of  munis  sold  in 
1  surj^ed  as  state  and  local  govern- 
its  refinanced  older,  high-coupon  is- 
s  or  raised  money  to  rebuild  crum- 
g  roads  and  bridges.  The  trend 
uld  continue  into  1992,  making  a 
Ithy  supply  of  munis  available.  One 
•ning:  Munis  default,  too.  This  past 
r  has  seen  a  bumper  crop  of  that; 
2.  should  be  a  little  better, 
or  the  fainthearted  who  nevertheless 
it  to  do  better  than  Treasuries,  mort- 
e-backed  bonds  may  be  apropos, 
se  are  pools  of  individual  mortgages 
ranteed  or  insured  by  federal  agen- 

such  as  the  Government  National 
•tgage  Assn.  The  spread  over  Trea- 
ies  is  a  decent  0.9  percentage  point — 

same  as  the  spread  for  corpora tes, 
ch  are  more  risky. 
aoY  SHIP,  Mortgage-backed  bonds 
e  one  problem,  and  it's  a  form  of  call 
:  The  underlying  mortgages  can  be 
lid  early  as  homeowners  refinance  at 
er  rates,  forcing  the  issuer  to  call  the 
d.  It's  a  peril  even  for  a  mortgage- 


FEELING  LUCKY? 
TRY  COLLATERALIZED 
MORTGAGE 
OBLIGATIONS 


ked  mutual  fund,  run  by  pros.  "If  a 
d  has  50'/<  or  more  of  its  mortgages 
louble-digit  rates,  that's  likely  to  hap- 
,"  says  Randall  W.  Merk,  a  vice-pres- 
it  at  Benham  gnma  Trust  Fund, 
ivestors  in  mortgage-backed  securi- 
with  a  taste  for  the  wild  side  might 
:  at  collateralized  mortgage  obliga- 
s  (CMOS),  which  repackage  the  stan- 
i  bonds,  such  as  Ginnie  Maes,  into 
tic  configurations  that  only  a  com- 
sr  wizard  can  sort  out.  CMOs  have  a 
e  range  of  mortgage  prepayment 
:  The  higher  the  interest  rate,  the 
ler  the  risk.  The  least  risky  are 
ed  "planned  amortization  class" 
»s,  whose  yields  are  better  than  Trea- 
,es  but  not  as  good  as  traditional 
•tgage-backed  securities, 
.s  always,  diabolical  fate  can  thwart 
n  the  best-laid  plans  of  bond  traders. 
!rest-rate  forecasts  have  an  annoying 
it  of  being  incorrect  because  the 
;casters  are  usually  unable  to  foresee 
h  market-shaking  events  as  oil 
cks  and  wars — or  the  impact  of  elec- 
-year  tax  cuts.  Burned  in  the  past, 
d  investors  can  only  hope  that  the 
2.  market  stays  steady.  And  is  at 
;t  halfway  as  profitable  as  the  eu- 
ric  one  of  1991. 

By  Larry  Light  in  New  York 


DHaME  STOL^ 
FOR  LOWER  RISK 


T.  Rowe  Price  Equity  Income  Fund,  our  most  conservative  stock  fund, 
invests  in  established  companies  that  pay  above-average  dividends.  This 
dividend  emphasis  offers  three  advantages.  First,  dividends  provide 
relatively  steady  income,  because  they  don't  fluctuate  as  much 
as  stock  prices.  Second,  dividend 
income  helps  stabilize  stock 
prices  in  market  downtums. 
And,  reinvesting  and  compound- 
ing dividends  can  significantly 
enhance  total  retums. 
Our  free  guide  can  help  you 
make  informed  decisions  to 
work  towards  your  long-term 
goals.  $2,500  minimum  ($1,000 
for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  guide 
Conservative  Stock  Investing 

I-800-54I-5854 


I     T.  Rowe  Price,  100  E  Pratt  St 
I      BaJtimore,  MD  21202 
I      Stnd  a  tKt  Conservative  Stock 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
mcluding  management  fees  and 
ottier  charges  and  expenses.  I  will 
read  the  prospectus  carefully  before 
I  mvest  or  send  money. 


Name 


Address 


City/State/Zip 


Invest  With  Confidence 

TRowelVice 


There  is  no  guarantee  that  the  Fund  can  achieve  its  objectives. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Ifyou  like  the  IHT 
when  you're  traveling, 
yvhy  not  get  it  at 
home? 

No  local  bias,  no  political  bias,  no  national  bias. 

Simply  a  balanced  edit  of  world  news  with  an 
international  perspective  on  business,  travel,  the  arts, 
and  global  investing. 

Now  you  can  get  same-day  hand  delivery  of  the 
International  Herald  Tribune  in  Manhattan,  downtown 
Chicago,  Los  Angeles,  Miami,  Philadelphia,  San  Francisco, 
and  Washington,  D.C.  and  in  most  areas  of  Boston, 
Toronto  and  Montreal. 

To  subscribe,  call:  1-800-882-2884.  (bi  Canada:  800-535-8913) 
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ANOTHER  FAT  YEAR  FOR  JUNK 
MAY  BE  ASKING  TOO  MUCH 

AS  CREDIT  QUALITY  RISES  AND  YIELDS  FALL,  INVESTORS  SHOULD  BE  WARYl 


name. 


I  ineteen  ninety-one  was  the  first 
year  in  a  long  time  when  junk 
Ibonds  didn't  live  up  to  their 
The  market's  total  return  re- 
bounded a  remarkable  427' . 
The   average  junk-bond 
fund  soared  347  through 
November,  1991  (chart). 

After  such  stratospheric 
gains,  the  market  is  ready 
to  return  to  earth.  "The 
fantastic  returns  of  1991 
will  not  be  replicated,  so  peo- 
ple should  lower  their  expecta- 
tions," says  Richard  S.  Swingle, 
president  of  the  T.  Rowe  Price 
High-Yield  Fund  Inc.  He  is  look- 
ing for  an  117-^  return  in  1992. 
Joseph  Bencivenga,  high-yield 
research  director  at  Salomon 
Brothers  Inc.,  says  if  the  economy 
worsens,  returns  could  fall  below  107. 
GROWN  UP.  Whatever  happens,  most  an- 
alysts believe  that  over  the  past  year, 
the  market  has  become  much  more  ma- 
ture. In  particular,  the  credit  quality  of 
new  junk  issues — bonds  rated  BB  or 
lower — has  increased.  "The  recovery  in 
1991  is  showing  for  the  first  time,  high- 
yield  is  a  real  viable  market,"  says  Rob- 
ert S.  Kricheff,  high-yield  research  direc- 
tor at  First  Boston  Corp. 

It's  easy  to  see  why  1991  was  a  one-of- 
a-kind  year.  The  lofty  returns  were 
largely  a  reaction  to  a  dismal  1990,  when 
the  average  junk  mutual  fund  dropped 
117.  The  worst  blow  was  the  February, 
1990,  bankruptcy  of  junk  bond  leader- 
Dre.xel  Burnham  Lambert 
Inc.  The  market  was  also 
beset  by  a  flood  of  selling 
by  thrifts  and  insurance 
companies  forced  by  regu- 
lators to  unload  junk  port- 
folios. Demand  dried  up  as 
well  as  a  jittery  public 
backed  away  from  junk- 
bond  mutual  funds.  In  ear- 
ly 1991,  bottom-fishers,  re- 
alizing the  market  had 
been  beaten  down  too  far, 
jumped  in.  Then  individual 
investors  seeking  better 
yields  began  plowing  mon- 
ey back  into  junk  funds. 
By  October,  junk  mutual 


funds  had 

collected  $2  billion,  $319  mil- 
lion  in  that  month  alone. 

The  result  is  that  the  market  is  no 
longer  severely  undervalued.  The  junk- 
bond  spread  over  Treasuries  is  686  basis 
points,  not  the  incredible  1,100-basis- 
point  spread  of  a  year  earlier.  The  aver- 
age vield  to  maturity  has  narrowed  to 
13.2';  from  19.57. 


JUNK  FUND  RETURNS:  FROM  AWFUL  TO  WONDERFUL 


Name 

Net  assets* 
Millions 

Total  return 

1990  1991** 

PRUDENTIAl  HIGH-YIELD  B 

$2,121 

-9.23% 

32.36% 

PUTNAM  HIGH-YIELD 

1,858 

-5.86 

38.25 

FRANKLIN  AGE  HIGH-INCOME 

1,727 

-14.91 

46.36 

KEMPER  HIGH-YIELD 

1,673 

-12.98 

46.95 

VANGUARD  HIGH-YIELD 

1,285 

-5.85 

27.07 

FIDELITY  CAPITAL  &  INCOME 

1,111 

-3.84 

28.48 

IDS  EXTRA  INCOME 

1,009 

-10.63 

37.03 

T.  ROWE  PRICE  HIGH-YIELD 

924 

-10.96 

29.53 

UNITED  HIGH-INCOME 

826 

-14.78 

35.70 

KEMPER  INVESTMENT  HIGH-YIELD 

789 

-15.70 

46.17 

*9/30/91                             **1 1/30/91 

DATA 

MORNINGSTAR  INC 

The  flip  side  of  lower  yields  is  supel 
or  credit  quality.  Corporations  aj 
strengthening  their  balance  sheets 
refinancing   higher-yielding  junk  del 
with  the  proceeds  of  equity  initial  publ 
offerings  or  lower-yielding  junk.  St| 
investors  will  have  to  put  up  with 
duced  returns.  The  T.  Rowe  Pri| 
High-Yield  Fund  expects  to  lose  1^ 
of  its  assets  in  the  first  half  of  19j 
as  companies  buy  back  their  junk 
face  value.  The  result:  The  fund's 
erage  coupon  rate  has  declinJ 
from  137  to  11.15%.  "It's  I 
good  omen  for  the  mark^ 
place,  but  near  term, 
is  a  disadvantage 
shareholders,"  says 
Rowe's  Swingle. 
SPOOKED.  There 
broader  reasons  fl 

• investors  to  take  a  sd 
ond  look  at  junk.  T| 
$200  billion  market 
more    dependent  th^ 
F  ever  on  fickle  public  se 

timent.  With  long-ter 
institutional  investor 
such  as  insurance  come 
iiifs,  becoming  less  active,  mulj 
al  funds  have  emerged  as  the  sin^ 
biggest  market  participants.  Estimatj 
of  their  activity  run  from  437f  to  7q^ 
of  total  daily  transactions.  Should  t| 
public  get  spooked  and  withdraw 
money  from  mutual  funds,  the  ju] 
market  could  drop  even  more  quick 
than  it  has  in  the  past. 

Salomon's  Benciven^ 
who  believes  that  positij 
headlines  in  1991  attract 
investors  into  junk,  n(| 
forecasts  a  decline  in 
money  flows  into  ju] 
funds.  "Market  sentime 
seems  to  be  leveling  off] 
falling,  vs.  what  has  be 
a  dramatic  upsurge  in  cd 
fidence  and  interest  prj 
to  the  third  quarter," 
says.  If  the  public  hea 
for  the  exits,  that  coil 
just  be  another  gold] 
buying  opportunity. 

Bi/  Leah  Nathans  Spiro\ 
New  York 
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mis  ISN'T  ThE  Rber 

Of  TfeLECOMMUNICATlONS. 


HbsIs. 


As  a  leader  in  telecommunica- 
ions  and  the  use  of  fiber  optics, 
^ntel  has  succeeded  by  not  only 
Hscovering  the  power  of  tech- 
lology,  but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 

CEtrrEL 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 


©  1991  Centel  Cofporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Ctiicago,  IL  60631. 


MUNIS,  MUNIS  EVERYWHERE 
—BUT  BUYER  BEWARE 


DON'T  LET  ENTICING  TAX-FREE  YIELDS  BLIND  YOU  TO  THE  CREDIT  RISKS 


There's  f^-ood  news  and  bad  news  for 
investors  in  tax-exempt  municipal 
bonds.  The  good  news  is  that 
munis  are  becoming  an  even  more  at- 
tractive tax  shelter,  as  many  states  in- 
troduce or  raise  personal  income  taxes. 
The  bad  news  is  that  munis  are  becom- 
ing more  risky,  as  the  fiscal  pressure  on 
states  and  cities  grows  and 
their  credit  quality  deteriorates. 

That  means  more  homework 
for  investors.  Fortunately, 
there  are  many  issues  to 
choose  from.  Revenue-starved 
cities  and  states  are  racing 
into  the  market  to  address 
long-delayed  infrastructure 
needs.  And  with  interest 
rates  now  so  low,  they  are 
refinancing  to  save  borrow- 
ing   costs.    New  issues 
reached  $165  billion  in  1991, 
up  32?r  from  1990. 
ENTICING.  There  has  been 
plenty  of  demand,  too.  As  am- 
ple supply  has  depressed 
muni  prices.  Treasury  prices 
have  rallied  because  of  a  lack 
of  supply.  That  caused  even 
pension  funds  and  other  tax- 
exempt  investors  to  move 
from  taxable  bonds  into  10- 
year  to  15-year  tax-frees.  "By 
early  February,  those  munis 
will  have  a  total  return  of  I7f 
to  'l'''<  higher  than  Treasuries," 
notes  David  J.  Madigan,  municipal  .strat- 
egist at  Merrill  Lynch  &  Co. 

Such  investors  are  expected  to  move 
back  into  taxable  bonds  in  early  Febru- 
ary. The  demand  from  individuals  is  ex- 
pected to  increase,  however.  "We  see 
very  strong  demand  in  1992,  with  many 
people  with  too  much  money  in  short- 
term  instruments  where  yields  are  col- 
lapsing," says  George  D.  Friedlander,  di- 
rector of  municipal  research  at  Smith 
Barney,  Harris  Upham  &  Co.  He  also 
sees  demand  increasing  as  bond  calls 
shrink  the  overall  muni  market,  which 
he  figures  will  be  257^  smaller  by  1995. 

In  this  low-rate  environment,  there 
are  still  enticing  yields  on  municipals. 
Top-quality  10-year  general-obligation 
bonds  yield  about  5.87,  equal  to  8.417 
wn  a  taxable  investment  for  those  in  the 


top  tax  bracket.  On  a  similar  20-year 
bond,  the  yield  is  6.557-,  equal  to  a  9.497- 
taxable  yield.  Investors  buying  in-state 
bonds  can  often  avoid  state  and  local 
taxes,  too.  A  New  York  City  resident  in 
the  top  tax  bracket  who  is  filing  jointly 
needs  a  taxable  yield  of  11.577-  to  match 


the  77  yield  on  a  New  York  City  bond. 

Investors  should  not  let  their  healthy 
skepticism  be  overcome  by  the  siren 
song  of  higher  yields.  "Until  there  is  a 
clear  upward  trend  in  the  economy  and 
in  employment,  you  will  see  additional 
fiscal  stress  on  cities 
and  states,"  says  How- 
ard D.  Sitzer,  director 
of  municipal  research 
for  Greenwich  Partners 
Inc.  During  1991,  Stan- 
dard &  Poor's  has 
downgraded  five  times 
as  many  issues  as  it 
has  upgraded.  A  recent 
action  was  the  rating 
change  of  the  $15  bil- 
lion in  California  gener- 
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RATING  DOWNGRADES 
HIT  A  NEW  PEAK 


al  obligation  bonds  from  AAA  to  A. 

Defaults  were  also  heavy  in  19S 
Over  $4.5  billion  worth  of  munis  defau 
ed,  says  the  Miami-based  Bond  Investo 
Assn.,"  up  from  $1.8  billion  in  1990.  Th 
figure  includes  technical  defaults  and 
faults  covered  by  third-party  guar 
tees,  as  well  as  actual  miss 
payments.  Most  analysts  do 
foresee  such  a  huge  doll 
amount  of  defaults  in  1992. 
PLAIN  VANILLA.  Researchi 
what  bonds  offer  the  best 
ward  for  the  risk  is  cruci 
"The  best  performance  shov 
be  in  the  10-  to  15-year  arec 
says  Madigan.  That's  becau 
longer-term  munis  are  pric 
close  to  their  average  re 
tionship  to  Treasuries,  wh 
shorter  bonds  are  cheap 
than  they've  ever  been. 

Many  people  like  insur 
bonds,  which  are  backed 
AAA-rated  insurance  comf 
nies  that  promise  to  ma 
timely  payments  of  intere 
and  principal  if  an  issuer  c 
faults.  Essential-purpose  r( 
enue  bonds,  such  as  utility 
water  issues,  are  viewed 
safe.  Friedlander  likes  AA-r; 
ed  Los  Angeles  Water  &  Pow 
Dept.  bonds,  yielding  6.87 
due  in  2031. 
For  those  who  want  diversr 
there  are  muni-bond  funds.  Accoi 
ing  to  Morningstar  Inc.,  the  mutual-fu 
rating  service,  the  universe  of  373  gen- 
al  muni-bond  funds  it  tracks  had  a  to 
return  of  9.527  through  the  end  of  > 
vember,  and  an  average  yield  of  6.27' 
You  can't  dispute  munis'  tax  appe 
But  with  revenu 
down  and  spending  i 
governments  are  mc 
pressured  than  ev 
Investors  who  do  th 
research  may  find  b 
gains.  Investors  w 
don't  keep  track 
their  investments  m 
be  in  for  some  i 


1989  1990 

▲  (REDIT  RATING  (MANGES  ON 
MUNICIP41  BONDS 

OAIA  STANDARD  S  POOR  S  CORP 


1991 

(AS  Of  DEC  13) 


surprises. 

By  Suzanne  Wool 
in  New  York  ■ 
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Satisfy  your  hunger 
for  more 

productivity—for  less! 

PCs.  Workstations.  Even  mainframes.  You've  spent 
millions  to  give  everyone  in  your  company 
some  kind  of  computer  And  productivity  still  keeps 
going  down!  Now  what?  Do  you  scrap  everything 
and  start  over?  Or  do  you  call  Data  General  to  f  incdly 
profit  from  your  expensive  computers? 
Our  AViiON  System-mainframe  power  that  fits 
in  a  pizza  box-can  quickly  and  af  fordably  increeise 
productivity  for  much  lower  costs.  With  an  AViiON 
server  and  software,  your  PCs,  Macs,  terminals, 
workstations  and  networks-whether  you  have  10, 
100, 1,000  or  more-can  work  together  as  a  team. 
And  with  a  starting  price  of  under  $100,000  you'll 
save  $4  million  or  more  compared  to  a  huge 
mainframe's  price.  Finally,  you  can  enjoy  all  the 
productivity  you  were  promised  from  computers. 
And  it's  cis  easy  as  ordering  pizza. 

'^"1-800-DATAGEN 

Data  General 


The  AViiON  System, 
r^'  Y^J^^ooo  Mainf rcune  power  that 
-^^^  fits  in  a  pizza  box. 


^^^^^^ 


Data  General 


Life  just  got 

a  whole  lot  Ccisier! 


AViiON  is  a  Irademark  of  Data  General 
Mac  IS  a  registered  trademark  of  Apple  Computer 
'61991  Data  General 
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FUTURES 


MAYBE  IT'S  TIME  TO  PUT 
A  FUTURE  IN  YOUR  PORTFOLIO 


(its  are; 
(a* 


DESPITE  SOME  RISK,  MANAGED  FUNDS  ARE  GAINING  FAVOR 


iiiccessfi 

Soviet  Union,  Mikiiail  Gorbachev  w^tlefe 
back  in  Moscow. 


Investors  have  long  bought  into  the 
gospel  ol'  diversification,  guarding 
against  market  shocks  by  carefully 
apportioning  their  capital  into  stocks, 
bonds,  options,  precious  metals,  and  real 
estate.  But  except  for  a  few  adventure- 
some souls,  futures  were  almost  always 
left  out  of  the  mix. 

There  are  signs,  however,  that  inves- 
tors are  losing  some  of  their  shyness 
when  it  comes  to  the  risky  futures 
market.  Professionally  managed 
commodity  pools  and  public  funds, 
which  deal  in  financial  and  agri- 
cultural futures  contracts,  are 
now  one  of  the  fastest-growing 
sectors  of  the  investment 
spectrum.   These  futures 
portfolios  currently  have 
some  $25  billion  under 
management,  according 
to  the  Managed  Futures 
Assn.,    an  industry 
trade  group.  That's  a 
far  cry  from,  say,  the 
$338  billion  that  the  pub- 
lic has  poured  into  stock 
funds.  But  the  amount  is 
still  up  a  healthy  $10  bil- 
lion from  1989.  " 

Commodity  trading  ad- 
visers, who  generally 
manage  both  private  pools 
and  public  funds,  say  in- 
vestors are  eager  to  find 
new  opportunities  in  fu- 
tures, especially  as  interest 
rates  have  fallen.  What's  more, 
by  selecting  a  managed  account  that 
spreads  its  investment  over  a  number  of 
different  types  of  futures  contracts,  an 
investor  can  reduce  the  odds  of  big 
losses  in  what  is  viewed  as  an  extremely 
treacherous  market. 

BAD  YEAR.  Ironically,  the  growing  popu- 
larity of  futures  comes  at  a  time  when 
futures  portfolio  managers  are  showing 
decidedly  poor  results.  The  161  domesti- 
cally traded  futures  funds  had  an  aver- 
age loss  of  T.fiV'  in  the  first  10  months  of 
the  year,  according  to  Maruiged  Ac- 
count Reports,  a  New  York-based  news- 
letter that  tracks  the  industry.  That's 
far  from  the  banner  year  of  1987,  when 
futures  funds  showed  a  40%  return. 
Although  some  futures  managers 


study  fundamentals,  such  as  inflation 
and  political  developments,  most  are  so- 
called  "trend-followers."  Using  sophisti- 
cated computer  programs,  they  track 
technical  developments,  such  as  price 
movements  and  trading  volume,  on  a  va- 
riety of  futures  contracts.  When  they 
think  they  have  identified  a  sustained 
trend,  they  buy  and  sell  accordingly. 


at  fee.  F 


Looking  ahead  to  1992,  fund  mam  n 


Its  tor 

all  [Tie : 


.oiieli  tie 


mm 


This  year,  however,  was  full  of  sur- 
prises and  sudden  price  swings.  Just  as 
traders  set  their  systems  to  follow  the 
strong  dollar  and  rising  oil  prices  during 
the  Persian  Gulf  war,  the  ground  war 
suddenly  ended.  Then,  by  the  time  they 
responded  to  the  August  coup  in  the 
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EVEN  IN  BAD  TIMES, 
THERE  ARE  MANAGERS 
WHO  PULL  OFF  STELLAR 
PERFORMANCES 


ers  expect  more  tough  times.  Barring 
major  weather  shock,  agricultural  pri 
aren't  likely  to  move  much.  The  trenla  ite 
taking  shape  in  financial  futures — sto 
indexes,  currencies,  and  debt  instjskis 
ments — also  aren't  powerful  enough 
give  funds  major  profit  opportunity 
For  example,  most  forecasters  expi 
that  U.  S.  interest  rates  will  continue 
decline.  In  theory,  this  could  propel  fj 
eign  currencies  when  measur 
against  the  dollar,  but  futui 
fund  advisers  aren't  sure  h(  "jc  | 
'ong  the  trend  will  la 
POOi  PARTY.  Even  in  b 
times,  there's  usuallj 
number  of  manag( 
who  pull  off  stell  mif'ii 
performances.  Sjo  Ir  ^ 
for  example,  generat 
an  average  return 
677''  for  its  custome 
(table).  The  Chicaj  jj) 
based  commodity  tr; 
ing   adviser  invest 
heavily  in  foreign  fin; 
cial  instruments,  par 
ularly  Australian  g( 
ernment  securities. 

When  scouting  arou  M 
for  opportunities  in  1 
futures  market,  indi\  \(^^^^ 
uals  must  first  choose 
tween  a  private  pool  or  a  fu: 
Pools  are  limited  partnerships  tl 
are  marketed  to  well-heeled  investo 
Advisers  usually  want  a  steep  minimi 
investment  of  $25,000  to  $150,000 
limit  pool  membership  to  35  investo 
By  contrast,  public  funds  require  an 
tial  investment  of  as  little  as  $2,000. 1 
funds  are  also  sponsored  by  major  b 
kerage  houses,  such  as  Dean  Wit 
Reynolds  Inc.  or  Merrill  Lynch  &  ( 
although  the  firms  generally  hire  o 
side  trading  advisers. 

Public  funds,  however,  are  often  m' 
complex  than  pools.  Because  of  the  r 
associated  with  the  futures  market, 
Securities  &  Exchange  Commission 
quires  an  unusual  degree  of  disclosi 
that  includes  a  complete  history  of 
public  funds  ever  manged  by  the  trad 


THE  INVESTMENT  SPEC 
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■  the  t(i( 
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ser.  Ijnlike  a  sl(jck  niiitual  fund,  the 
.pectus  for  a  commodity  fund  may 
to  300  pages. 

3sts  are  another  feature  that  inves- 
should  examine  closely.  Public 
is,  in  particular,  can  be  expensive, 
"ront  sales  charges,  or  loads,  can  av- 
;e  4%  of  an  individual's  initial  invest- 
t.  On  top  of  this,  trading  advisers 
t  a  management  fee  that's  equiva- 
to  roughly  1%  of  the  fund's  invest- 
t.  Almost  all  advisers  also  want  an 
ntive  fee  that  ranges  from  1%  to  37' 
successful  trading.  Investors  who 
e  the  fund  early  are  often  charged 
xit  fee.  Fund  advisers  say  the  active 
ing  required  in  the  futures  market 
■unts  for  the  hefty  charges.  Still, 
I  all  the  fees  are  tallied,  they  often 
il  close  to  207'  of  the  investor's 
Is. 

isk  is  another  yardstick  that  individ- 
should  use  in  evaluating  futures, 
ough  the  market  itself  is  inherently 


MANAGiD  FUTURES: 
INLYAFEWBIGWIIIHERS 


inager 


Rate  of  return* 


Assets** 
Millions 


3  (FOREIGN  FINANCIAL) 

67% 

$14.0 

SIGHT  ENTERPRISES 

48 

16.8 

ANG-CROWEll 
LOBAL  FINANCIAL) 

42 

49.5 

NNETH  E.  ORR 
PORTFOLIO) 

25 

42.3 

NRY  LUK 

19 

20.0 

ANG-CROWELL 
VERSIFIED) 

18 

73.3 

LORADO  COMMODITIES 
JRKENCIES/FINANCIAL) 

16 

35.9 

ROSE  INVESTMENTS 

16 

20.5 

0.  MANAGEMENT 
NANCIAL/METALS) 

16 

80.0 

NES  COMMODITIES  (LIQUID) 

15 

13.8 

First  10  months  of  1991 
Includes  both  private  pools  and  public  funds 
DATA:  BARCLAY  TRADING  GROUP 


tile,  some  funds  and  pools  try  to 
:  risk.  Some  trading  advisers  keep  a 
chunk  of  their  funds  in  Treasury 

to  guard  against  big  swings  in  re- 
iS.  LaSalle  Street  Futures  Fund,  with 
9.7%  gain  last  year,  was  ranked 
ng  the  top  10  both  in  total  return 

in  risk  avoidance.  LaSalle  kept 
rhly  80%  of  its  $4.2  million  portfolio 
sted  in  Treasury  securities, 
espite  the  uptick  in  their  popularity, 
aged  futures  still  look  decidely  un- 
itizing when  compared  to  the  re- 
is  on  stocks  and  bonds.  But  if  trad- 
advisers  can  pull  off  the  kind  of 
ar  performance  they  had  in  1987,  a 
nore  investors  are  bound  to  take  the 
ires  plunge  in  1992. 

By  David  Greising  in  Chicago 


INTRODUCING  TWO  NEW 
U.S.  TREASURY  PORTFOLIOS 


Vanguard  is  pleased  to  announce 
the  addition  of  two  new  Portfolios 
to  Vanguard  Fixed  Income  Secu- 
rities Fund. 

•  The  Short-Term  U.S.  Treasury 
Portfolio  offers  higher  current 
yields  than  money  market  funds 
with  moderate  price  fluctuation 
(1-3  year  average  maturity). 

•  The  Intermediate-Term  U.S. 
Treasury  Portfolio  offers  higher 
yields  than  the  Short-Term  Port- 
folio with  greater  share-price 
volatility  (5-10  year  average 
maturity). 

Currently,  income  earned  on 
Fund  holdings  of  U.S.  Treasury 
securities  is  exempt  from  state 
and  local  income  tax  in  more  than 
40  states. 

Minimum  initial  investment  in 
these  two  no-load  portfolios  is 
$3,000;  $500  for  IRAs. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day 
For  A  Free  Information  Kit 

Please  send  me  the  Vanguard  Fixed 
Income  Securities  Fund  Information 
Kit,  including  a  prospectus.  The  pro- 
spectus contains  more  complete  infor- 
mation on  advisory  fees,  distribution 
charges,  and  other  expenses,  and  I 
should  read  it  carefully  before  I  invest 
or  send  money 
Also  send  me  information  on: 
□  IRA  (71)  DKeoghCyO) 

Vanguard  Fixed  Income  Securities  Fund 
P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name  


City— 

State - 

(28) 


-Zip- 


BWJ1364 


TH^aiviuardGROUP 

WOF  INVESTMEbJT  COMPANIES 


Turn  your 
excess  inventory 

into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. : 


Call  708-690-0010 
Peter  Roskam 

Executive  Director 


encESS 


P.O  Box  3021,  Glen  Ellyn,  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 
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HEDGES 


TOO  ROUGH  OUT  THERE? 
YOU  CAH  HIDE  BEHIHD  THE  HEDGES 


OPTIONS  SUCH  AS  THE  NEW  'CAPS'  CAN  BUY  SOME  PEACE  OF  MIND 


Re 
: 


emeniber  Nov.  15?  That's  the  day 
the  Dow  Jones  industrial  average 
stumbled  120  points,  the  single  big- 
gest stoclv  market  plunge  in  two  years. 
The  drop,  which  wiped  out  the  gains  of 
many  investors,  was  a  bitter  reminder 
that  the  market  remains  highly  volatile 
and  unpredictable. 

As  investors  gear  up  for  1992,  they 
should  realize  that  there  are  ways  to 
partially  protect  their  portfolios  from 
the  vicissitudes  of  the  marketplace.  Pro- 
fessionals have  long  used  complex  op- 


Cap,  which  gains  value  as  the  s&P  index 
declines.  The  February  Cap,  for  exam- 
ple, has  a  strike  price  of  360 — the  price 
at  which  the  holder  of  a  put  begins  re- 
ceiving portfolio  protection.  If  at  any 
time  before  the  option's  mid-February 
expiration,  the  S&P  index  slides  to  its 
"cap"  price  of  330 — 30  points  below  the 
strike  price — the  investor  automatically 
receives  the  Cap's  full  value  of  $3,000. 
That's  $100  for  each  point  the  index  de- 
clines below  the  strike  price  (table). 
A  February  Cap  currently  costs  about 


DONNING 
A  CAP 

You  are  an  investor 
with  a  $36,000 
stock  portfolio  that 
moves  in  tandem 
v/iHi  ^e  Standard  & 
Poor's  WO-stock 
index,  currently 
trading  at  360,  and 
want  to  guard 
against  a  market 
decline 


HERE'S  WHAT  TO  DO 


Buy  one  February  360  put  Cap.  This  put  option  on  the  S&P 
100  builds  value  as  the  stock  index  moves  below  360  but  is 
capped  at  a  30-point  decline.  Each  one-point  decline  in  the 
index  is  worth  $100,  with  o  maximum  value  of  $3,000 


HERE'S  WHAT  CAH  HAPPEH 


^  If  the  S&P  1 00 
^  drops  as  low 
as  330  by  Febru- 
ary, or  8.4%,  the 
stock  portfolio 
declines  $3,000, 
to  $33,000.  But 
the  Cap's  value 
rises  to  $3,000. 
You  lose  $800,  the 
price  of  the  option 


► Suppose  the  S&P 
100  drops  to  320,  a 
decline  of  12.1%.  The 
value  of  the  portfolio 
falls  by  $4,000,  to 
$32,000.  The  Cap's 
value  rises,  but  only  to 
$3,000.  You  lose  $800, 
the  cost  of  the  option, 
plus  $1,000  from  the 
decline  in  the  portfolio 


^  If  the  S&P 
^  100  rises, 
you  lose  the 
$800  cost  of 
the  Cap,  plus 
any  commis- 
sions. But  that 
can  be  made 
up  by  an  in- 
crease in  the 
portfolio 


lion  strategies  to  hedge  their  invest- 
ments. Several  option  instruments  are 
available  to  those  seeking  peace  of  mind 
in  both  the  stock  and  bond  markets. 

Caps  are  the  latest  products  to  come 
down  the  (jike.  Traded  on  the  Chicago 
Board  Options  Exchange  since  Novem- 
ber, Caps  guard  against  a  drop  of  30 
points  over  a  three-month  period  in  the 
Standard  &  Poor's  100-stock  index, 
which  currently  trades  at  360.  That 
translates  into  about  an  8'/'  fall,  a  suffi- 
cient degree  of  insurance  even  in  volatile 
conditions,  according  to  experts.  "Be- 
fore, if  the  market  ran  away,  everybody 
was  scrambling,"  explains  Tom  Hart, 
vice-president  of  PaineWebber  Inc.  "If  I 
have  a  Cap,  I've  got  some  protection." 

Caps  are  fairly  straightforward.  If  the 
holder  of  a  portfolio  with,  say,  $36,000  in 
stocks  begins  worrying  about  a  dip  in 
j  the  market,  the  investor  can  buy  a  "put" 


$800.  That  might  appear  expensive.  But 
it's  cheaper  than  a  put  on  the  standard 
S&P  100  option,  commonly  referred  to  as 
the  OEX.  A  February  OEX  put,  with  a  360 
strike  price,  costs  about  $1,000.  Unlike 
the  Cap,  that  put  option  has  no  downside 
limit,  so  if  the  index  falls  below  330,  say 
to  300,  the  purchaser  is  protected  all  the 
way  down.  The  CBOE  is  expected  to  intro- 
duce a  new  series  of  Caps  with  a  lower 
strike  price. 

BIG  CONCERNS.  For  bond  investors,  the 
CBOE's  ltx,  or  long-term  interest  rate, 
options  offer  the  investor  a  hedge 
against  changes  in  interest  rates.  That's 
a  big  concern  for  anyone  from  a  specula- 
tor holding  zero-coupon  bonds  to  a  par- 
ent purchasing  bonds  to  finance  a  child's 
college  education.  Pricing  of  the  LTX  op- 
tions is  based  on  three  separate  classes 
of  government  securities:  7-,  10-,  and  30- 
year  bonds. 


Bond  owners  who  fear  an  increase 
interest  rates  might  consider  the  p 
chase  of  a  February  ltx  call  option  w 
a  strike  price  of  72.50,  derived  from 
"blended"  rate  of  1.2b%'.  This  call  opti| 
is  selling  for  $250.  If  interest  rates  ri; 
and  the  ltx  index  climbs  to  82.50  bef 
the  February  expiration,  the  72.50  c| 
would  be  worth  about  $1,000,  netting 
investor  $750  after  commissions.  If, 
the  other  hand,  interest  rates  fall, 
option  would  expire  worthless,  but 
bonds  in  the  investor's  portfolio  wo 
increase  in  value. 

MATCHING  OPTIONS.  The  difficulty  w: 
LTX  options  is  in  matching  the  ri 
number  of  options  to  the  investor's  h 
ings.  Because  of  the  blended  rates 
the  LTX  contracts,  it's  not  easy  devisi] 
a  one-for-one  match  against  an  inv 
tor's  bond  holdings.  What's  mo 
there's  no  single  security  that  has 
life  span  that  exactly  matches  the 
index.  "The  only  thing  you  can  d^ 
says  Michael  Schwartz,  senior  vice-prt 
dent  at  Oppenheimer  &  Co.,  "is  to  s 
you're  hedging  against  a  one-point 
crease  in  rates." 

To  hedge  against  rising  interest  rat 
an  investor  could  also  turn  to  the 
tures  market.  A  put  option  on  Treasi  PWSS 
bond  futures,  traded  at  the  Chics  Udthat: 
Board  of  Trade,  gives  the  purchaser 
right  to  sell  a  futures  contract  at  a 
price  until  the  option  expires.  At  curr^ 
market  prices,  the  investor  would  \ 
$1,220  for  the  right  to  sell  a  March 
tures  contract  on  a  $100,000  30-yi 
bond  that  carries  a  rate  of  87o  at  p 
or  $100,000 


itlucTr, 


Since  rates  on  long-term  bonds  .  lurciaiji 


sadiifei 
workol 


7.75%,  that  contract  is  selling  rij 
now  at  $100,687.  If  rates  rise  to  9% 
March,  the  value  of  the  futures  contr 
will  fall  to  $89,687.  The  put  option  will 
worth  $10,313,  since  it  allows  the  inv 
tors  to  sell  the  T-bond  future 
$100,000.  This  helps  the  investor  to  ^ 
set  the  loss  in  the  worth  of  the  bt 
portfolio. 

It's  true  that  such  protective  stn  ftlceljj 
gies  make  investing  more  complica] 
and  costly.  But  in  volatile  marki 
hedging  your  bets  may  be  worth  it.  J 
ask  the  victims  of  Nov.  15. 

By  David  Greising  in  Chicl 


ence, 


Ktnod 
las 
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OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 
%    50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


it  the  Travelers,  service 
35,000  names, 
'hat's  the  number  of 
velers  employees  dedicated  to 
tomer  satisfaction, 
^nd  that's  the  real  Travelers 
"erence. 

)ne  that  can  be  measured  in 
ry thing  we  do  for  you . . .  from  24-hour 
-free  hotlines  to  an  investment  of  $200 
lion  —  last  year  alone  —  to  provide  even 
ter  underwriting  skills  and  management 
'our  claims. 

t's  a  difference  you  wUl  experience  through 
?twork  of  local  offices  and  a  team  of  experts 
igned  to  your  account  —  people  whose 
mate  knowledge  of  your  business  enables 
aicker,  smarter  response, 
t's  a  difference  backed  by  $55  billion  in 
ets  and  a  127  year  tradition  of  service, 
•ervice  The  Travelers  Way. 

Travelers  Companies,  Hartford,  Connecticut  06183 


TheTravelersj 

u're  better  off  under  the  Umbrella! 


At  Chrysler,  air  bags  are  ( 


4  Integrated  Child  Seatst 
^orld  s  first  integratt'd  child  seats 
encourage  proper  child  rc^sti  aiiit  and 
fold  away,  leaving  room  for 
adults  when  not  in  use. 

Anti-Lock  Brake 

prevent  wheel 
lock-up  to  help 

you  retain 
steering  control 
even  in  a 
sudden  stop 
in  rain,  snow 
or  on  ice. 


A  Driver's  Air  Bag  ► 

used  with  a  lap/ 
houlder  belt  is  the  be 
driver  safety  system 
available  today. 


Predetermined  Crumple  Zones  and  Passenger  Car 
Unibody  Construction  provide  impact  pnttection.^ 


AGah  iiiized  Steel  Side  Door  Beams  help 
protect  dn\(  i  and  passenger  fn»m  side  impacts. 


For  1992,  Chrysler  introduces  what  may  be  the     driver's  air  bag  in  every  production  car  we  bui 
most  significant  safety  advance  of  the  decade:  the     in  the  U.S.*  But  we  thought  it  was  time  someo]  [ 
world's  first  integrated  child  seat.  Sure  we  put  a     remembered  the  little  people. 


*  Excludes  moilfis  liuilt  fi  ir  (Jhrysler:  Imports,  Premier,  Monaco,  Summit,  leaser,  Taloii  and  \  ijicr  **Noi  available  on  all  vehicles.  tAvailalJe  option,  select  iikmIcIs 


part  of  the  safety  picture. 


DVANTAGE  :  CHRYSLER  IV 

RYSLER       PLYMOUTH   ■   DODGE       DODGE    TRUCKS       JEE  P,,    •  EAGLE 
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REAL  ESTATE 


PICKING  THROUGH  THE  DEBRIS 
—VERY  CAREFULLY 


iten 


FEW  WILL  MAKE  KILLINGS,  BUT  THERE  ARE  CHANCES  FOR  MODEST  GAINS 


The  siow-motion  train  wreck  that  is 
i-eal  estate  continues.  The  bold 
plays  of  the  1980s — when  home 
prices  and  office  rentals  spurted  higher 
every  year- — are  just  haunting  memo- 
ries. The  outlook  now  is  a  continuation 
of  the  disaster  in  commercial  properties 
counterbalanced  by  an  extremely  modest 
comeback  for  housing  (chart).  But  there 
are  a  variety  of  ways  to  make  or  at  least 
save  money  amid  the  debris  in  1992. 
While  few  will  make  a  killing  in  the  resi- 
dential market,  easing  mortgage  interest 
rates  and  a  slow  recovery  in  the  econo- 
my will  produce  opportunities.  And  even 
the  commei  cial  sector,  whose  overcapac- 
ity woes  will  linger  for  years,  has  some 
bright  spots  to  (jxploit. 

Home  sellers,  whose  houses  lingered 
unsold  for  endless  months,  at  last  should 
find  their  task  easier.  Sales,  on  the 


downswing  since  1988,  will  head  up  in 
1992  because  the  recession's  end  will  re- 
move some  of  the  anxiety  of  big-ticket 
purchasers.  "Consumer  psychology  is 
important  when  you're  talking  about 
this  kind  of  money,"  says  Leonard 
Miller,  chairman  of  Lennar  Corp.,  a  Mi- 
ami-based homebuilder.  Sales  will  also 
get  a  helping  hand  from  mortgage  rates, 
which  are  at  the  lowest  level  in  14 
years — 8.8%  for  a  30-year  fixed-rate 
loan — thanks  to  the  Federal  Reserve 
Board's  recession-fighting  efforts.  Odds 
are  that  rates  will  dip  still  lower  in  the 
first  part  of  1992. 

SLOW  GOING.  Sellers  should  also  benefit 
from  improving  prices.  During  1989  and 
1990,  inflation  outstripped  housing  ap- 
preciation. In  1991,  prices  nationally 
inched  above  inflation.  In  1992,  they 
should  beat  inflation  handily.  National 


figures,  however,  mask  the  ongoing  (  im 
tress  in  the  Northeast  and  Califorr  id  in  tie 
where  prices,  overheated  in  the  198 
are  still  dropping.  According  to  the  I  iim^tn 
tional  Association  of  Realtors,  an  av 
age  single-family  home  in  the  Northe;  iliiu'estors 
fell  from  $145,200  in  1989  to  $136,' 
last  October.  "The  Northeast  will  co  ioii 
back,"  says  John  A.  Tuccillo,  chief  ec 
omist  for  the  NAR,  "but  it  will  be  slo^  ip," 
Home  values  in  the  Midwest  and 
Pacific  Northwest,  which  didn't  go  cn 
in  the  past  decade,  will  contiime  tb 
languid  yet  reliable  advance. 

Auctions  are  gaining  popularity  a; 
way  to  move  housing  in  sticky  sales 
vironments.   From   the  sellers'  sta 
point,  the  downside  is  that  they'll  lik 
have  to  nart  with  their  place  on 
cheap.  For  buyers,  the  best  bargains 
found  among  foreclosed  property  in  tsj 
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ds  of  banks  or  the  Resolution  Trust 
p.,  the  federal  agency  handling  the 
ngs  and  loan  imbroglio.  The  banks 

the  RTC  want  to  get  the  inventory 
their  books  as  expeditiously  as  possi- 

The  J.  P.  King  Auction  Co.,  for  in- 
ice,  earlier  this  year  sold  30  Milford 
in.)  condominiums  for  an  average  of 
000  each.  Before  the  bank  foreclosed 
;he  project,  the  few  units  sold  were 
ig  for  twice  that  amount. 
3r  those  who  want  to  stay  put,  mort- 
e  refinancing  is  alluring.  The  time  to 

though,  is  the  first  part  of  1992. 
3S,  which  were  at  10.47"  for  a  30-year 
d  loan  in  mid-1990,  should  keep  fall- 
-perhaps  to  8.5%  by  this  summer. 
Q,  the  recession  should  finally  be 
•  and  rates  are  likely  to  jog  north- 
d  again.  When  does  refinancing 
:e  sense?  Generally,  if  rates  are  two 
ts  below  what  the  owner  is  paying 
.  Unfortunately,  refinancing  doesn't 
e  without  pain;  it  involves  legal  fees, 

searches,  and  appraisals.  Not  to 
tion  the  lender's  points,  which  usual- 
an  about  2%  to  3%  of  the  loan, 
nr  PLAY.  Sad  to  say,  not  everyone 
swing  a  refinancing,  particularly  if  a 
e's  value  has  shrunk.  That  hits  hard- 
when  a  house  was  bought  at  the 
ket's  peak,  in  the  mid-1980s.  For 
y  such  owners,  the  present  loan  now 
leds  80%  of  the  home's  worth.  At 

point,  many  lenders  will  refuse  to 
over  a  loan.  There  are  two  solutions. 

more  expensive  is  to  pay  off  a 
ik  of  the  existing  loan  to  bring  it 
3r  the  80%'  threshold.  Depending  on 
meowner's  situation,  that  could  take 
300  or  $20,000.  Less  costly,  at  least 
le  short  run,  is  to  offer  to  take  out 
ate  mortgage  insurance,  which  costs 
It  $300  to  $500  annually.  This  gives 
lender  the  assurance  of  being  repaid, 
[though  residential  real  estate  re- 
is  problematic,  the  most  dramatic 
3  and  rewards  are  in  the  commercial 
ket.  The  game  there  is  to  pick  up  a 
jain  in  a  location  that  will  turn 
ind  in  the  next  two  years,  not  the 
;  six.  Citicorp  Real  Estate  Invest- 
t  Management,  which  manages  mon- 
'or  pension  funds  and  other  institu- 
il  investors,  believes  that  spot  is  the 
:hwest.  "The  turn  has  come,"  says 
liony  T.  Niosi,  a  Citicorp  vice-presi- 
"And  space  there  still  is  so  damn 
ip."  In  Houston,  where  Niosi's  group 

been  making  heavy  bottom-fishing 
3,  the  office  vacancy  rate  is  now 
—still  unhealthy  but  showing  im- 
'ement  from  the  peak  of  22%  in  1987. 
r  the  optimism  about  the  Southwest? 
)ok  its  lumps  early,  prompted  by  the 
)ust  of  the  mid-1980s, 
n  uptrend  is  far  distant  elsewhere  in 
country,  with  the  worst  prospects  in 
Northeast.  In  lower  Manhattan,  va- 
iies  were  10%  in  1987  and  are  at  19% 


today.  This  is  hurting  even  the  legend- 
ary Reichmann  family  of  Toronto.  Take 
the  30-story  office  tower  at  60  Broad  St. 
that  they  partly  own.  The  major  tenant, 
Drexel  Burnham  Lambert  Inc.,  went 
bust,  so  the  place  is  65%-  vacant.  It  now 
carries  a  $160  million  mortgage.  By  con- 
trast, the  Reichmanns  value  the  building 
at  about  $117  million,  and  even  that  fig- 
ure, observers  say,  is  too  sanguine. 
BETTER  BET.  Real  estate  investors  lacking 
the  billionaire  Reichmanns'  resources  of- 
ten play  the  game  through  various 
pooled  investment  vehicles,  but  few  of 
these  warrant  attention  nowadays.  One 
to  be  especially  leery  of  is  the  once  popu- 
lar real  estate  limited  partnership  that 
owns  a  portfolio  of  buildings.  RELPs  are 
in  disrepute  lately  because  many  of 


REITs  are  also  hot,  most  notably  in  the 
burgeoning  nursing  home  industry.  Says 
Catherine  C.  Creswell,  an  analyst  for 
Alex.  Brown  &  Sons  Inc.:  "They've  had 
20%  returns  every  year  for  the  past  five 
years."  One  standout  is  Health  Care 
Property  Investors  Inc. 

Investors  should  regard  more  warily 
REITs  that  concentrate  on  office  and  in- 
dustrial buildings.  Copley  Properties  Inc. 
lost  10$  a  share  in  the  third  quarter,  and 
the  stock  has  fallen  25%'  since  midyear, 
to  just  under  $9.  Creswell  speculates 
that  the  $1.20  dividend  will  be  cut.  The 
company  says  the  difficulty  stems  from 
nonpaying  tenants,  who  are  being  re- 
placed, and  that  the  REIT  will  rebound  in 
a  year  or  so.  A  possible  coming  problem 
is  Rockefeller  Center  Properties  Inc., 


HOUSING  SALES 
ARE  REVIVING... 


.AND  HOME  PRICES  NOW 
OUTSTRIP  INFLATION... 


.BUT  THE  OFFICE 
GLUT  PERSISTS 


'87  88 

▲  MILLIONS 


■87  '88 
▲  PERCENTAGE  POINTS 
ABOVE  OR  BELOW  CPI 

DATA:  NATIONAL  ASSOOATION  OF  REALTORS,  CB  COMMERCIAL  GROUP  INC,  8W 


them  were  structured  as  tax  shelters — 
an  advantage  that  the  1986  tax  reform 
removed.  The  properties  that  these 
RELPs  hold  are  too  often  dogs.  Many 
failing  partnerships  are  being  gobbled 
up  by  large  entities  at  the  expense  of 
RELP  investors,  who  are  often  lucky  just 
to  get  half  their  money  back. 

A  better  bet  is  the  real  estate  invest- 
ment trust.  It  also  owns  buildings,  deriv- 
ing income  from  rents.  Unlike  a  RELP, 
which  is  difficult  to  trade,  a  REIT  is  very 
liquid;  shares  are  bought  and  sold  on 
stock  exchanges.  While  not  all  REITs  are 
performing  well,  a  number  have  done 
superbly  by  targeting  lucrative  niches. 
Weingarten  Realty  Investors,  which  spe- 
cializes in  shopping  centers  anchored  by 
discount  grocery  stores,  enjoyed  a  13% 
leap  in  earnings  in  the  third  quarter  vs. 
the  same  period  in  1990.  Health  care 


ESTMENT  SPECTRUM 


IN  THE  SOUTHWEST,  'THE 
TURN  HAS  COME.  AND 
SPACE  THERE  STILL  IS  SO 
DAMN  CHEAP' 


which  holds  the  mortgage  to  the  fabled 
Manhattan  office  complex.  Although  the 
center  is  95%-  occupied  now,  a  worrisome 
40%  of  the  leases  end  in  1994.  Wall 
Street,  fearing  that  tenants  will  leave 
for  cheaper  space,  has  bid  down  the 
share  price  by  18%'  since  June,  to  $15.50. 
The  REIT  argues  that  the  mortgage  is 
safe  and  says  renovations  and  the  com- 
plex's cachet  will  retain  tenants. 

Buying  shares  in  selected  homebuild- 
ing  companies  is  a  more  conservative, 
and  potentially  profitable  option.  The  ex- 
pected pickup  in  home  sales  has  already 
benefited  Lennar,  whose  stock  has  dou- 
bled to  $29  since  June.  Other  winners 
have  been  Hovnanian,  Toll  Brothers,  and 
Ryland.  Their  secret  was  to  avoid  taking 
on  too  much  debt  and  owning  too  much 
vacant  land,  so  they  could  weather  the 
bad  times.  Others,  such  as  U.  S.  Home 
Corp.,  did  the  opposite  and  ended  up  in 
Chapter  11. 

As  an  investment,  real  estate  demands 
the  longest- term  outlook.  "This  century 
has  seen  three  real  estate  booms:  the 
1920s,  the  1950s,  and  the  1980s,"  says 
Donald  H.  Straszheim,  chief  economist 
at  Merrill  Lynch  &  Co.  "The  next  one  is 
due  in  2010."  Get  ready. 

By  Larry  Light  in  New  York 
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"What  Should 
To  Save  Fo 


Today  people  are  taking  better  care  of 
themselves  and  living  longer,  which  obviously 
means  longer  retirements,  too.  And  you 
probably  will  want  to  maintain  an  active 
lifestyle  after  you  retire,  rather  than  worry- 
ing about  w  hether  your  finances  will  last. 

At  Fidelity,  we  make  it  our  business  to 
listen  and  respond  to  the  retirement  needs  of 
today's  investors.  We  want  you  to  understand 
how  much  you  need  to  start  saving  now  to 
enjoy  the  retirement  you  want.  And  whatever 
your  retirement  dreams,  Fidelity  can  help 
you  take  that  first  step  today. 


It's  Never  Too 
Soon  To  Begin 

The  key  to  effective  retire- 
ment planning  is  making  the 
most  of  the  time  \  ou  have.  Start 
now  to  give  your  retii'ement 
savings  as  much  time  as  possible 
to  grow,  taking  full  advantage  of 
the  power  of  compounding  over 
the  long  term. 

Fidelity's  "Step  By  Step  Guide 
To  Planning  For  Retirement"  can 
help  you  get  started,  hiside  you'll 
find  practical  help  ui  putting 
together  your  o\\  n  personal 
retirement  strategy. 


Beginning  Early  Can  Give  You 
Head  Start  On  Your  Savings  G< 


$250k- 


$100k- 


$10k 


□  Growth  In  Value  Of  Your  Investment 

□  Total  Dollars  Invested 

/^^1,733| 

ri  1  1 — i — 1 — 1 — 1 — 1—1—1—1—1 — 1 — 1  1  1  1 

"  $59^831 

Fidelity's  "Step-By-Step  Guide  to  Retirement  Planning  "  takes  you 
through  the  five  basic  steps  to  planning  for  your  future.  You'll  learn 
how  to  estimate  your  future  expenses,  as  well  as  the  income  you'll 
need  to  meet  them.  Fidelity's  Guide  can  help  you  pinpoint  a  retire- 
ment goal  and  select  an  investment  strategy  for  building  a  portfolio 
tailored  to  your  needs. 
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This  hypothetical  chart  shows  the  result  of  a  retirement  savi  iKt.\il 
program  over  a  25  year  period  if  you  start  with  a  $10,000  in 
ment  and  add  regularly  to  it  at  a  rate  of  $2,000  a  year  in  eqi 
monthly  investments,  assuming  an  8%  fixed  rate  of  return.  1  iDllfi 
chart  is  not  meant  to  convey  past  or  future  performance  of  a  j,;, 
Fidelity  fund. 

"How  Can  I  Stay  On  Track? 

Fidelitv  can  help  v(f"^^ 


take  advantage  of  one 
investing's  most  poweil 
tools:  automatic  invest  ^ 
More  and  more  invesb  ""^^ 
are  turning  to  services 
its  Fidelity  Automatic 
Account  Builder  to  inv« 
regularly  -as  little  as  $1 
monthly  or  even  quart  pIFidd 
It's  a  steady  discipline!  s 
approach  to  investing  ( 
the  long  term,  rather  tl 
try  ing  to  time  the  marl 
Best  of  all,  it's  easy  Yoi 
have  money  automatically  transferred  right  from  yc 
bank  into  \our  Fidelitv  fund  accoimt. ' 


t 

ieiilS 

m 


JUIOU! 


*Tol;il  PL'turrLS  are  historical  and  include  change  in  share  price  and  reinvestment  of  di\  idends  and  capital  gains^  Past  performance  is  no  guarantee  of  fiiaire  resiilLs  'Periodic 
ment  iikiiis  do  not  a.vsure  a  profit  again.st  a  loss  in  declining  niarkeus.  Conirihuiions  made  to  a  Fidelity  SEP-IRA  on  The  Fidelit\  Retirement  Plan  ( Keogh )  thnrngli  automatic  inv( 
be  made  only  b\  the  employer  to  his  or  her  ow  n  account.  -PJfective  1/1  A)2  for  Brokenu(e  IRA,  Brokerage  Rollover  IRA  and  lirokerage  SEP-IR\  accounLs.  Fidelity  Distributors 
tion.  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC,  161  Devonshire  St.,  Boston,  MA  021 10. 


e  Doing  Now 
fetirement?" 


3U  Can  Diversify  Your  Retire- 
lent  Savings  In  One  Easy  Step 


Fidelity  Asset  Manager 


STOCKS 


BONDS 


MONEY  MARKET 
INSTRUMENTS 


Diversification  is  a 
le-honored  strategy 
It  helps  you  reduce 
;k  through  all  types 
market  conditions. 

And  now,  Fidelity 
ikes  diversification 
nple  with  Fidelity 
set  Manager.  '  With 
e  fund  investment, 
ur  money  is  immedi- 
dy  invested  across 
>cks,  bonds  and 
Dney  market  instru- 
cts. Best  of  all,  this 
id  has  no  sales  charge,  and  you  can  start  with  just 
00  for  IRAs  and  Keoghs.  The  average  annual  total 
urn  for  the  one-year  period  ended  9/30/91  is  29.78% 
d  for  the  life  of  the  fund  is  14.69%  *  (12/28/88-9/30/91). 


The  above  chart  reflects  Asset 
Manager's  investment  mix  as  of 
September30, 1991.  The  Fund  will 
gradually  shift  the  percentage  of 
stocks,  bonds  and  money  market 
instruments  as  market  and  economic 
conditions  change. 


"How  Can  The  FideUty  IRA  Help?" 

We  created  the  Fidelity  IRA  to  offer  you  more  mutual 
fund  choices  than  any  other  fund  manager.  And  because 
investment  decisions  aren't  made  only  between  9  and  5, 
we're  here  for  you  24  hours  a  day 

Only  the  Fidelity  IRA  gives  you. . . 

•  Retirement  Specialists  to  help  answer  your  questions 
•Consolidated  statements  to  make  tax-tinie  easier 

•  Low  fees,  so  more  of  your  dollars  can  go  to  work 
for  you 

•And  newsletters  to  keep  you  informed  of  important 
retirement  issues. 

For  a  free  IRA  Fact  Kit  with  more  complete  informa- 
tion on  any  Fidelity  fund,  including  charges  and  expenses, 
call  for  a  free  prospecUis.  Read  it  carefully  before  you 
invest  or  send  money  Share  price,  yield,  and  return 
will  vary  and  you  may  have  a  gain  or  loss  when  you  sell 
your  shares. 


nnouncing  Lower  Fees  For  Fidelity  Brokerage  IRA  Customers 

We're  reducing  the  annual  fee  for  the  Fidelity  Brokerage  IRA  as  a  special  offer  to  retirement  investors. '  Take  advan- 
ce of  Fidelity  Brokerage's  commission  discounts  to  purchase  stocks,  as  well  as  a  full  range  of  other  individual  securi- 
s,  for  your  retirement.  Call  Fidelity  Brokerage  at  1-800-544-7272  for  details. 


Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 
I  FSdeliiy        Investments  ® 

\  Common  sense.  Uncommon  results. 

'  CODE:  BW/FAAI/123091 


"jr^JT  PRECIOUS  METALS 


DO  GOLDBUGS  HAVE 
ROCKS  IN  THEIR  HEADS? 


GOLD  IS  NO  LONGER  A  GOOD  HEDGE  IN  TIMES  OF  TROUBLE 


Peace 
In- 


Pity  tlie  poor  goldbug 
keeps  breaking  out. 
flation  is  low.  And 
the  price  of  gold,  at  $359 
per  ounce,  is  down  al- 
most W:^  from  $394  at 
the  beginning  of  the 
year  and  is  mired  in  a 
narrow  trading  range. 
True,  analysts  say  the  .. 
downside  is  now  limit- 
ed, and  tighter  supply 
in  1992  could  move  the 
precious  metal's  price  up 
a  bit.  But  the  bottom  line 
is  clear:  Gold  has  lost 
most  of  its  traditional 
luster. 

It  was  an  abysmal 
year  for  other  precious 
metals,  too.  Platinum  was 
clobbered  by  ample  supply  and 
the  deep  recession  in  the  auto  in- 
dustry, where  it  is  used  in  catalytic  con- 
verters. After  starting  the  year  at  $16 
above  gold,  or  $410,  it  now  trades  below 
gold  and  is  down  by  more  than  157". 
Silver  prices  also  took  a  dive,  from  $4.20 
to  about  $3.80. 

Inflation  has  been  the  rallying  cry  of 
the  goldbugs.  While  inflation  eats  away 
at  the  value  of  paper  assets,  they  argue, 
gold  retains  its  value.  But  today's  nearly 
inflation-free  economy  has  the  goldbugs 
heading  for  the  hills.  Economic  forecast- 
ers are  saying  that  inflation  will  be  tepid 
for  years.  The  problem  with  gold  is  that 
it  just  sits  in  a  safety-deposit  box,  says 
Bruce  L.  Kaplan  of 
Kaplan  &  Co.,  a  Los 
Angeles  precious-metals 
consulting  firm:  "You 
could  see  value  on  the 
basis  of  history  or  beau- 
ty, but  the  truth  is  that 
it  doesn't  pay  interest 
or  dividends." 
'KNEE  JERK/  And  what 
about  gold's  reputation 
as  a  haven  in  turbu- 
lent times?  From  gold 
orices,  one  would  never 
i.ive  guessed  that  there 
was  war  in  the  Middle 
East  and  political  tur- 
moil in  the  Soviet  Union 


riaser;- 


pnces  i 


in  the  past  year.  "The  market  showed 
that  responsiveness  to  military  and  polit- 
ical events  is  short-lived  and  nothing  but 
a  knee-jerk  reaction,"  says  William  B. 
O'Neill,  senior  futures  strategist  with 
Merrill  Lynch  &  Co. 

Perhaps  most  damaging  to  the  case 
for  buying  gold  as  a  hedge  against  polit- 
ical and  financial  upheaval  is  that  gold 
has  been  superseded  by  more  pinpointed 
hedges.  "Gold  was  a  blunt  instrument  in 
hedging,"  notes  Frederick  Demler,  met- 
als economist  for  PaineWebber  Inc. 


THE  SHINE  IS  OFF  PRECIOUS  METALS 
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DEC  88  '90 
▲  DOLLARS  PER  OUNCE 


"We've  seen  a  fundamental  shift 
more  focused  instruments  o' 
the  last  decade  as  the  rr 
ket  in  Chicago  has  gro 
in  sophistication  and 
quidity."  Investors  n 
hedge  with  futures  i  'f* 
options  on  currenc 
and  fixed-income  seci 
ties.   For  example, 
stead  of  buying  gold  a 
hedge  against  furtl  ^ 
turmoil  in  the  So\  ™-,S^Jf 
Union,  an  inves  ^"5 
could  sell  futures  *f 
the  German  ma^i^i^'^'^ 
Any  turmoil  wo  'i'i'^^^ 
probably  send  the  m:  ' 
tumbling."  ffel'i^tii 

FEWER     RESERVES.     St ^'^ 

ere  are  slight  glimmers 
_  ?  for  gold.  Lowered  e  f^'i^i')' 
mates  of  the  Soviet  Union's  g 
reserves  may  mean  less  sup  i 
available  to  be  dumped  on  the  n^te  Books 
ket.  Less  production  may  also  k  iff  'i  i 
prices  from  free-falling.  Says  Kapl  K  iiisiM 
"If  gold  goes  beneath  $350,  some  mi  Men!  {k 
may  just  shut  down,  because  produc  ''•pied ; 
gold  just  won't  be  profitable."  Ked  can 

There  is  less  hope  for  platinum.  Ab  N  iniver 
A07'  of  demand  comes  from  the  auto  Kts,  am] 
dustry.  But  with  a  bleak  economic  (sadpe 
look,  consumers  aren't  buying  cars.  P 
inum  has  historically  traded  above  gj^  m, 
but  "the  price  of  platinum  will  stay  p 
neath  gold  for  a  couple  of  years,"  s     '  j 
Jeffrey  M.  Christian  of  precious  me  ,  \ 
consultant  CPM  Grou 
Demand  for  sil 
has  held  up  a  little  . 
ter.  Increased  dem; 
from  the  jewelry, 
tronics,    and  ph 
graphic  industry  wc| 
nudge  prices  up,  b 
big  move  isn't  expec 
Most  analysts  aire 
refer  to  silver  and  p 
num  as  industrial 
modifies.  Despite 
goldbugs'  protestati( 
gold  seems  headed 
much  the  same  fate 
By  Suzanne  Woolle 
New  York 
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'^iHruT  COLLECTIBLES 

SPECTRUWl        -  ■  


SEE  THOSE  MOUSE  EARS? 
THEY'RE  WORTH  A  MIHT 


'  AND  MOVIE  MEMENTOS  KEEP  CLIMBING  THE  LIST  OF  HOT  COLLECTIBLES 


(ollecting  during  the 
buoyant  1980s  was  al- 
Imost  a  sure  thing,  as 
les  of  dollar-waving 
hasers — including  af- 
nt  new  buyers  from 
•pe  and  Japan — drove 
rices  on  works  of  art, 
^ues,  coins,  netsuke 
-ines,  and  many  other 
s.  These  days,  best 
1  collecting's  hoary 
m:  Buy  pieces  that  you 
anally  appreciate — and 
ider  any  appi'eciation 
eir  value  a  bonus.  But 
he  best  chance  to  reap 
bonus,  it's  smart  to 
fields  that  are  hot. 
the  many  categories 
ollectibles  considered 
ntially  salable — there 
roughly  100  from 
ericana"  to  "Weapons" 
lot  Books'  $5.95  Where 
■>ell  It  Directory — a 
t  handful  seem  sound 
;tment  possibilities.  Among  them: 
l-painted  frames  from  Hollywood's 
lated  cartoons  and  feature  films; 
nal  advertising  posters  for  movies, 
ucts,  and  entertainers;  certain  old 
and  games;  and  sports  memorabilia. 

In  almost 
every  area, 
the  potential 
for  apprecia- 
tion is  closely 
linked  to  de- 
mographics. 
The  television 
generation 
from  the  '50s, 
'60s,  and  '70s 
now  eagerly 
seeks  memen- 
tos    of  its 


\EMORABILIA 
RE  EASY  TO  FIND 


h.  Anything  that  brings  to  mind  the 
es  first  glimpsed  on  the  family's  TV 
itands  a  chance  of  being  valuable.  It 
be  a  poster  recalling  countless  re- 
of  King  Kong  and  Dracula,  an 
entic  frame  from  a  Mickey  Mouse 
)on,  a  25-year-old  toy  with  the  Star 
:  insignia,  or  a  baseball  glove  or 
aall  jersey  used  by  a  sports  figure 


who  raced  across  the  tube. 

The  burgeoning  interest 
in  movie  posters  was  evi- 
dent at  a  recent  Christie's 
auction.  With  a  big  crowd 
bidding  feverishly,  one  buy- 
er paid  $57,200  for  a  1933 
King  Kong.  That  topped 
last  year's  record  of 
$37,000  for  The  Cabinet  of 
Dr.  Caligari,  a  film  prized 
more  by  cinema  historians 
than  by  the  TV  generation. 

Not  all  poster  buyers  pay 
prices  "comparable  to  some 
in  the  fine-arts  area,"  says 
Jack  Rennert,  of  New 
York's  Poster  Auctions  In- 
ternational. At  one  of  his 
company's  recent  sales, 
only  10%  of  some  320  ad- 
vertising posters  from  the 
late  1890s  and  early  1900s 
fetched  five  figures,  and 
many  went  for  $1,000  or  so. 
"It's  still  an  affordable 
field,"  he  says. 
The  appeal  of  any  collectible  depends 
on  its  originality  (and  proof  of  it),  rarity, 
and  condition.  Since  Christie's  began 
auctioning  animation  art  in  the  mid- 
1980s  and  sold  a  1934  black-and-white 
drawing  of  Donald  Duck  on  celluloid  for 
$286,000,  some  promoters  have  lured  in- 
vestors with  mail  or  phone  pitches.  They 
invariably  stress  that  limited  numbers  of 
old  "eels"  exist — because  most  were  dis- 
carded or  washed  for  re- 
use. Still,  anyone  who  ca- 
sually buys  a  supposedly 
rare  painting  of  Minnie 
Mouse  or  Bart  Simpson 
could  end  up  with  some- 
thing of  limited  value, 
notes  George  Darrow,  of 
Fun  Antiques  in  New 
York  City. 

JOE'S  NURSE.  "The  anima- 
tion art  prized  by  collec- 
tors is  a  scene  made  up 
of  layers,"  Darrow  points 
out.  "Usually  the  outline 
of  the  figure  is  drawn  on 
one  side  of  the  celluloid 
sheet,  the  color  painted 
on  the  other.  Another 


sheet  has  the  background,  another  has 
the  eyes  or  feet  in  a  certain  position,  and 
so  on.  And  if  the  eels  were  actually  used 
for  a  film,  there  will  be  holes  where  the 
sheets  were  fitted  on  the  animation 
stand."  At  a  Christie's  auction  on  Dec. 
10,  such  complete  eels  from  Walt  Dis- 
ney's Barnbi  and  Sleeping  Beauty  sold 
for  $15,000  and  $33,000,  respectively. 


$15,000 


AN  ORIGINAL  DRAWING  ON  CELLULOID  FROM 


ESTMENT  SPECTRUM 


Darrow  says  video's  influence  also 
shows  up  in  the  active  market  for  old 
toys.  Particularly  sought,  and  worth 
about  $1,200,  is  a  1950s-era  doll  adver- 
tised as  a  companion  nurse  to  the  popu- 
lar G.  I.  Joe  figure.  And  robots,  like 
those  in  Forbidden  Planet  and  Lost  in 
Space,  are  in  demand. 

Prices  for  sports  memorabilia  of  the 
relatively  recent  past  are  also  climbing: 
$22,000  'for  a  Mickey  Mantle  baseball 
card,  for  example.  President  Duane  Gar- 
rett, of  Richard  Wolfers  Auctions  Inc., 
says  the  typical  buyer  at  his  sports  auc- 
tions is  "the  44-year-old 
who  grew  up  in  front  of 
the  television  watching 
Mantle  hit  or  Johnny  Uni- 
tas  score."  Garrett  sees 
growing  demand  for  a 
limited  supply  of  authen- 
tic items  forcing  a  rise  in 
prices.  "In  this  market, 
it's  easy  to  locate  buy- 
ers," he  says.  "The  hard- 
est job  is  finding  some- 
one willing  to  sell 
something."  Say,  didn't 
you  once  have  a  ball  au- 
tographed by  Willie 
Mays?  Better  check  your 
closet. 

By  Don  Dunn  in  New  York 
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The  few  blue  whales 
remaining  alive  in  the  world 
are  no  match  for  the  predator 
who  has  carelessly  eliminated 
eight  hundred  species  of  life 
from  the  face  of  the  earth 
in  this  century  alone:  Man. 
Like  every  other  creature  in  the  sea, 
the  blue  whale  requires  clean  water  to  live. 
The  Samsung  Group 
has  designed  and  is  currently  producing 
supertankers  with  a  double-hull, 
double-bottom  construction 
that  prevents  oil  spills. 
The  vessels,  which  are  being  built 

for  major  oil  companies 
in  the  United  States  and  Europe, 
are  proof  that  technology 
can  make  man  a  protector 
instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 


International  Trade.  Electronics.  Electron  Devices.  Electro-Mechanics.  General  Chemicals.  Shipbuilding  &  Heavy  Industries. 

Aerospace.         Construction.         Engineering.         Financial  Services.         Food  &  Pharmaceuticals.         Cameras  &  Watches.         Garments  &  Textiles 

C  P  C.  Box  1 580.  Seoul.  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 
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THE  ART  MARKET 


WHY  THIS  LANDSCAPE 
SHOULD  MAKE  PENNY-PINCHERS 
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lart.« 
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THERE  ARE  GOOD  BUYS  FOR  CAREFUL  SHOPPERS,  AND  ACTIVITY  IS  RISING 


illOIlC 

'87  levels,  and  some  experts  beli Jipor^i}  * 
they'll  fall  further  in  1992.  And  it  ir  is,  ^"'^ 
even  be  a  plus  that  many  speculab  ^  ^ 
have  fled  the  market:  "It's  a  much  m<  mU® 
predictable  situation  than  it  was  in  i  rat 
'80s,"  says  art  adviser  Jeffrey  Deit  T'l^f 
"The  market  will  be  more  rational." 
But  buyers  should  take  extra  Ci 
with  French  Impressionist  pai  kf 
ings,  especially  the  "pretty"  s 
ond-  and  third-tier  works  tl 


with- 


Credit  Christie's,  at  the  least,  with  a 
sense  of  humor.  Planning  its  big 
evening  sale  of  contemporary  art 
on  Nov.  12,  the  auction  house  chose  a 
genial  landscape  by  Ed  Ruscha  for  the 
final  lot.  The  title,  writ  large  across  the 
canvas:  Not  a  Bad  World,  Is  It? 

Not  a  bad  commentary  on  the 
ered  art  market,  either.  Prices, 
volume,  and  the  quality  of  works 
on  offer  have  indeed  sunk  from 
their  '80s  heights,  thanks  to  the 
global  slowdown  that's  making 
even  the  affluent  count  their  pen- 
nies. But  in  contrast  to  199rs  ear- 
ly months,  when  the  Persian  Gulf 
War  stopped  most  buying  cold, 
activity  is  up.  Says  New  York 
dealer  Andre  Emmerich,  presi- 
dent of  the  Art  Dealers  Associa- 
tion of  America:  "1985  and  '86 
were  very  happy  years,  and  we're 
there  now."  During  November's 
bellwether  New  York  auctions  of 
Impressionist,  Modern,  and  con- 
temporary works,  Sotheby's  and 
Christie's  sold  $137.5  million 
worth  of  art.  That's  up  from  the 
$105  million  taken  in  at  compara- 
ble sales  last  spring,  though  it 
lags  way  behind  the  $911  million 
total  of  November,  1989. 

Look  beyond  those  key  sectors, 
which  were  most  inflamed  by  the 
speculative  fever  of  the  '80s  and 
are  most  depressed  now,  and  the 
picture  brightens  a  little  more.  In 
such  categories  as  Old  Master 
paintings  and  antiquities,  prices 
have  generally  held  firm  or  risen. 

Overall,  though,  the  art  market 
has  shrunk,  and  therein  lies  op- 
portunity for  long-term  investors: 
Many  dealers — loaded  with  inven- 
tory and  needing  cash — are  will- 
ing to  bargain.  Sellers  who  are 
consigning  works  to  the  auctioneers  are 
taking  lower  prices,  too,  or  seeing  their 
possessions  languish  on  the  block. 
BIG  DROP.  Investors  have  a  choice  of 
how  to  play  a  market  like  this:  conserva- 
tively, hewing  to  the  slow,  steady  cate- 
gories, or  boldly,  testing  potential  new 
trends  in,  say,  international  contempo- 
rary art.  Either  way,  buyers  should  re- 
member that  investing  in  art  isn't  like 


purchasing  stocks,  bonds,  or  even  real 
estate.  Since  tastes  change,  works  by  an 
artist  sought  after  in  one  period  may  fall 
completely  out  of  favor  in  another.  And 
lack  of  liquidity,  always  a  potential  prob- 
lem, worsens  in  downturns — especially 
for  works  that  are  less  than  top-notch. 
"Selectivity"  is  the  art  world's  biggest 
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were  bid  up  to  fantastic  levpoiifortli 
over  the  past  half-decade  by 
Japanese.  Many  of  those  buy 
are  experiencing  financial  diffi< 
ties;  some  may  now  be  forced 
sell  off  their  huge  art  trov 
driving  down  prices. 
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To  make  matters  worse,  sii  iiif  the 
last  spring  Japanese  authoril 
have  been  investigating  the 
proper  use  of  art  to  dodge  tax 
descending  unannounced  on  f  lost  of 
leries  to  scour  their  books.  Ms^mwlie 


in.  I 
even 


byword  these  days.  Says  private  dealer 
Stephen  Mazoh:  "The  number  of  buyers 
for  run-of-the-mill  works  has  dropped 
off  dramatically."  So  you're  best  off 
buying  only  what  you  wouldn't  mind 
keeping  and  leaving  to  your  heirs. 

That  said,  1992  presents  several  buy- 
ing opportunities — even,  with  a  few  ca- 
veats, for  Impressionist,  Modern,  and 
contemporary  art.  There,  prices  are  at 


Japanese,  fearing  bad  public  itinf 
have  stopped  buying.  Says  Hid 
Kobayashi,  president  of  the  w 
known  Kobayashi  Gallery:  '"! 
atmosphere  is  pretty  bad  ri 
now  in  Ginza,"  home  to  mostljll," 
Japan's  big  dealers.  'loroffo. 

So  investors  who  want  to  p  ppie 
it  safe  may  be  better  off  in  ot  lit  Ma 
art  sectors.  Prices  of  Old  Mast  [  Airieric 
are  ascending  fairly  steadily,  ;  niim 
aren't  necessarily  expensive.  "! 
can  find  a  Rembrandt  drawi 
for  example,  for  less  than  $1,( 

HEAVY  TRAFFIC.  The  OUtlook 

American  paintings — includ 
such  artists  as  Winslow  Hoi 
and  Stuart  Davis — may  be  sj 
start  to  improve.  Prices  are  ofj 
some  257c  from  the  heights! 
1988-89.  New  York  dealer  War^ 
Adelson,  for  example,  recej 
sold  a  Maurice  B.  Prendergast  paini 
for  $550,000;  in  1989,  he  would  H 
priced  the  same  work  at  $750,000. 
son  is  offering  another  Prenderga^ 
Holiday,  the  Picnic— &t  $275,000,  an( 
says  such  lower  prices  are  drawing 
buyers.  "There  seems  to  be  a  sense 
floor,  a  level  at  which  people  are  tall 
and  buying,"  Adelson  says.  "The  trm^ 
is  definitely  there." 
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ntiquities,  too,  may  be  ripe.  They've 
1  steady  buying,  with  prices  rising 
lerately.  Lately,  activity  has  quieted 
'n  a  bit,  and  buyers  can  bargain  for 
;es  that  are  underpriced  compared 
1  art  sectors  inflated  by  speculative 
ley.  Quality  Greek  and  Roman  pieces 
be  had  for  $10,000  or  less.  Or  buyers 

go  much  higher — Emmerich  has  a 
:tacular  marble  head  of  the  Emperor 
Irian  priced  at  $1  million. 
lhat  about  the  bold — where  should 
f  turn?  Some  experts  suggest  get- 
:  in  on  the  globalization  of  the  con- 
porary  art  world.  More  Latin  Ameri- 
s,  Koreans,  and  Taiwanese  are 
ing  art  these  days,  and  collectors 
n  all  over  the  world  are  purchasing 
vork  from  outside  their  home  mar- 
i.  "The  '90s  will  be  a  period  of  inter- 
onalization,"  predicts  Patrick  Cooney 
Citibank's  Art  Advisory  Service, 
he  hottest  area  seems  to  be  Latin 
erican  art.  In  November,  Christie's 

Sotheby's  took  in  a  total  of  $2L7 
ion  for  their  Latin  art  sales,  vs.  $19.8 
ion  a  year  ago.  Although  many  lots 
not  sell,  nearly  20  artists  set  new 
)rds.  At  Chrisrie's,  a  stunning  por- 
t  of  a  flower  vendor  by  Diego  Rivera 
it  for  $2.97  million — an  auction  re- 
J  for  any  Latin  American  artist — 
ting  the  mark  set  just  the  night 
3re  at  Sotheby's,  where  Jose  Maria 
asco's  Valle  de  Mexico  fetched  $2.4 
ion. 

lost  of  the  buyers  came  from  South 
erica,  where  humming  economies  are 
iting  a  new  class  of  arrivistes  eager 
buy  art.  But  the  bidding  on  many 
ks  was  international — from  the  U.  S., 
■ope,  even  Japan.  "Latin  American 
has  found  recognition  here  once  and 
all,"  declares  Clara  Diament  Sujo, 
ictor  of  CDS  Gallery  in  New  York  and 
.rger  gallery  in  Venezuela, 
ut  not  so  much  recognition  that  the 
in  American  market  has  crested, 
s  at  a  nice  point — there's  still  plenty 


IZQUIEROO'S  TWO  WOMEN  WITH  P/ 


PRENDERGAST'S  HOLIDAY  IS  FOR  SAL 


of  works  available  for  $2,000  to  $20,000, 
but  there  are  starting  to  be  superb  ex- 
amples going  for  above  $1  million. 
That's  validating"  to  an  emerging  mar- 
ket, says  Mary-Anne  Martin,  a  New 
York  dealer  who  once  headed  Sotheby's 
Latin  American  department. 
UP-AND-COMERS.  The  key  to  buying  is 
ferreting  out  artists  who  are  gaining  in- 
ternational reputations.  Among  those  al- 
ready well-known  outside  their  own 
country  are  Rivera,  Rufino  Tamayo,  and 
Frida  Kahlo.  Beyond  them,  look  for  art- 
ists represented 
by  galleries  in  the 
U.  S.  and  Europe 
and  exhibited  by 
museums. 

Martin  cites 
Mexican  Olga 
Costa,  one  of 
whose  paintings 
just  sold  at  Chris- 
tie's for  $60,500, 
vs.  a  presale  esti- 
mate of  $10,000 
to  $12,000.  And 
she  notes  that 
Mexico's  Maria 
Izquierdo  is  being 
called  the  next 
Kahlo  by  some. 
One  Izquierdo 
sold  privately  for 


$220,000  last  fall.  Martin  is  offering  her 
Two  Tehuana  Women  with  Papaya  for 
$85,000.  Sujo  adds  Jacobo  Borges,  a  Ven- 
ezuelan whose  oils  range  from  $10,000  to 
$80,000,  and  German  Gargano,  an  Ar- 
gentine whose  paintings  sell  for  less 
than  $10,000,  to  the  up-and-comers'  list. 

Internationalism  is  evident  elsewhere, 
too.  There  was  plenty  of  American  bid- 
ding on  some  prime  German  paintings  at 
the  November  auctions.  And  Japanese 
contemporary  artists  are  experiencing 
new  support  from  both  Japanese  buyers 
and  some  Americans.  Deitch,  for  exam- 
ple, calls  Tatsuo  Miyajima,  whose  paint- 
ings start  around  $20,000,  a  "really 
great  international  artist."  Adds  Deitch: 
"People  are  looking  everywhere  to  find 
the  most  interesting  material." 

As  always  with  art,  getting  a  return 
could  take  a  while — but  the  art  world's 
bulls  are  sure  the  outlook  is  healthy. 
"The  base  of  collectors  is  so  much  big- 
ger than  it  was  10  years  ago,"  notes 
Deitch.  Sanford  L.  Smith,  who  has  been 
operating  art  fairs  for  26  years,  is  more 
venturesome:  "I  think  you'll  see  an  ex- 
plosion in  the  art  market  in  the  spring  of 
'93.  There's  a  lot  of  pent-up  desire  to  buy 
things,  and  when  confidence  builds  after 
the  Presidential  election,  it'll  explode." 
Perhaps.  But  art  investors  should  never 
count  on  a  turnaround  as  quick  as  that. 
By  Judith  H.  Dobrzynski  in  New  York 
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^Argentina's  tiny 
stock  market  jumped 
by  315%  in  1991  in 
the  midst  of  a 
privatization  drive 


Commodities 
trader  Stig 
Ostgaard  shuns  the 
pits  in  favor  of  his 
Chicago-area  home 


^  Frozen  orange 
juice  futures  soared 
in  September  after 
reports  of  a  small 
harvest  in  Florida 


OIL  TANKS,  BROKERAGE 
AND  FROZEN  ORANGE 


FIRMS. 
JUICE 


mmenta 
'tc 

(s,Ol'alltl 
year  at  I 
d  more  tl 
itrial-seni 

K  A  ihn 

iscc  t 


THE  BIGGEST  MONEYMAKERS  OF  1991  (ALONG  WITH  A  FEW  LOSERS) 


Will  Rogers  once  described  how 
easy  it  is  to  make  money  in 
the  stock  market:  You  buy  a 
stock,  and  it  goes  up.  And  if  it  doesn't 
go  up?  You  don't  buy  it.  Well,  1991 
proved  that  Will  Rogers  was  right. 

To  make  money  in  1991,  just  about  all 
you  had  to  do  was  to  buy  a  stock,  and  it 
went  up.  To  be  sure,  it  was  possible  to 
lose  money  in  the  stock  market.  Lots  of 
people  managed  it — by,  say,  getting  too 
carried  away,  early  in  the  year,  with  the 
potential  for  a  war-related  oil  shock  (re- 
member that?),  which  all  too  briefly  levi- 
tated oil  stocks. 

But  for  those  who  bought  most 
stocks,  it  was  easier  to  be  a  winner  than 
a  loser  in  1991,  as  this  annual  list  of 
saints  and  sinners  shows: 

STOCKS 


BEST  MVSE  STOCK:  WMS  Industries. 
Sharehok'ers  of  this  Chicago-based  casi- 
no operator  and  pinball  powerhouse 


have  counted  themselves  lucky.  WMS 
shares  have  gained  607'a  so  far  in  1991, 
making  it  the  best-performing  stock  of 
any  Big  Board  company  that  began  the 
year  trading  at  $1  or  above. 

For  WMS,  which  makes  coin-operated 
amusement  machines  under  the  Midway 
trade  name,  among  others,  1991  was  a 
rebound  year.  The  company  recorded  a 
loss  per  share  of  $1.24  in  the  fiscal  year 
ended  June  30,  1990,  partly  because  of  a 
onetime  loss  on  an  unprofitable  invest- 
ment. But  the  year  that  followed  was  a 
winner,  and  analysts  expect  the  coming 
fiscal  year  to  come  up  aces — $1.45  a 
share,  according  to  a  survey  of  analysts 
by  Zacks  Investment  Research. 

WORST  NYSE  STOCK:  Roger  Properties. 
In  real  estate's  halcyon  days  in  the 
1980s,  Roger  was  serene.  The  Florida 
company  was  a  leading  developer  of  sub- 
urban office  complexes  in  the  once  hot 
Sunbelt  states.  But  when  the  real  estate 
boom  turned  to  bust,  Koger  collapsed 
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with  it.  The  company's  shares  have 
en  959;  since  the  beginning  of  the  yeapraEcj 
from  $4.25  to  22$,  making  it  the 
crushing  loser  of  any  Big  Board  stockjai 

With  cash  flow  ebbing,  the 
failed  to  pay  interest  on  some  of  its  del  1 
during  the  summer.  The  co 
sought  protection  on  Sept.  25  from  crec 
tors  under  a  Chapter  11  bankruptcy 
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BEST  AMEX  STOCK:  Astrotech  Intern 
tional.  Despite  a  downturn  in  the 
patch,  1991  has  been  a  gala  year  for  th  | 
oil-services  company  in  Pittsburgh.  Lil » 
Big  Board  leader  WMS,  Astrotech  is  c  t 
the  rebound.  After  three  straight  yea: 
of  losses,  the  company  has  soared  in 
the  black.  Its  stock  has  risen  670%  so  fi  tj 
in  1991,  the  best  performance  of  ar 
American  Stock  Exchange  share  that  bfc 
gan  the  year  at  $1  or  more. 

Astrotech  shares  predictably  climb 
during  Operation  Desert  Storm  but  ha'lj' 
since  held  their  gains.  Astrotech  mai  j 
tains  and  modifies  large  above-groui  ^ 
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borage  tanks,  often  to  comply  with 
ronmental  regulations — a  business 
doesn't  depend  on  high  oil  prices. 

IST  AMEX  STOCK:  Transcisco  Indus- 
;.  Of  all  the  Amex  stocks  that  began 
year  at  $1  or  more,  none  has  suf- 
d  more  than  this  San  Francisco  in- 
rial-service  company.  Transcisco's 
s  A  shares  declined  from  $2.88  at 
beginning  1991  to  13<f — a  decline  of 
in  market  capitalization, 
•anscisco  is  a  major  player  in  its  par- 
ar  niche  of  Corporate  America— the 
ufacture  and  maintenance  of  rail- 
equipment.  Alas,  the  slow  economy 
the  failure  of  one  of  its  clients  were 
avy  blow.  In  July,  the  company  filed 
Chapter  11. 

r  OTC  STOCK:  Immune  Response 
0.  was  the  over-the-counter  pick  of 
biotechnology  boom.  This  Carlsbad 
if.)  company  specializes  in  products 
!d  at  treating  people  with  the  virus 

leads  to  aids  and  other  ailments, 
company's  shares  began  the  year  at 
i  and  zoomed  almost  twentyfold  into 
ember  on  the  strength  of  its  AIDS 
arch.  But  on  Nov.  12,  when  regula- 

dashed  the  company's  hopes  for 
k  approval  of  a  vaccine.  Immune  Re- 
ise's  shares  plummeted  20%>. 
at  even  with  the  sell-off,  Immune 
jonse  shares  registered  a  1,219%- 
,  ending  up  at  more  than  13  times 


the  starting  price — the  biggest  increase 
of  any  OTC  stock  in  1991. 

WORST  OTC  STOCK:  Colorocs  Corp.  If 
you  were  looking  for  a  corporate  poster 
child  for  National  Recession  Week,  it 
would  be  this  Norcross  (Ga.)  developer 
of  color  printers  and  copiers.  As  a  result 
of  mounting  cash-flow  woes  as  it  tried  to 
introduce  a  new  color  copier,  the  compa- 
ny filed  for  Chapter  11  in  October  and, 
since  the  end  of  1990,  has  seen  its  shares 
drop  from  $2.88  to  3<t.  That's  a  99%  de- 
cline, the  worst  of  any  OTC  stock. 

Will  Colorocs  survive?  Well,  the  com- 
pany is  trying.  It  has  sliced  payroll  to 
the  bone,  and  management  has  brought 
in  a  team  of  turnaround  experts  to  get 
the  company  back  on  its  feet. 

BEST  STOCK  GROUP:  Brokerage  firms. 
Major  publicly  traded  brokerages  have 
seen  their  shares  more  than  double — a 
gain  of  109%^ — on  the  strength  of  a  re- 
splendent stock  market.  And  there's  no 
doubt  that  all  indicators  are  healthy. 
Trading  volume  and  underwritings  are 
way  up,  and  costs  have  been  cut. 

But  don't  expect  the  brokerage  carni- 
val to  continue,  unless  the  stock  market 
can  pull  off  another  major  surge.  Bro- 
kerage stocks  are  always  at  the  mercy 
of  the  market,  overperforming  bull  mar- 
kets and  underperforming  bear  markets. 
"If  the  market  doesn't  do  anything  or 
declines,  brokerage  stocks  could  be 


down  10%  to  20%,"  says  First  of  Michi- 
gan Corp.  analyst  Perrin  Long. 

WORST  STOCK  GROUP:  Oil  and  gas 

drilling.  The  year  started  off  promising- 
ly for  the  oil  industry,  particularly  com- 
panies engaged  in  exploration.  The  Iraqi 
invasion  of  Kuwait  seemed  to  breathe 
new  life  into  such  corporations  as  Row- 
an Cos.  and  Helmerich  &  Payne  Inc.  But 
declining  prices  and  weak  demand 
proved  the  group's  undoing.  Shares  of 
oil  drillers  declined  39%  during  1991,  the 
worst  stock  group  performance. 

Drillers  will  continue  to  suffer  so  long 
as  prices  are  depressed.  But  a  shakeout 
among  weaker  companies,  by  removing 
excess  rig  capacity,  could  cause  a  re- 
bound among  survivors — if  energy 
prices  should  rebound. 

PEOPLE  

BEST  EQUITY  FUND  MANAGER:  Kenneth 
J.  Oberman.  Biotechnology  stocks  were 
one  of  the  driving  forces  behind  the  mar- 
ket's surge  in  1991.  And  of  the  mutual 
funds  that  were  lucky  enough  to  special- 
ize in  biotech,  none  proved  more  adept 
than  Oppenheimer  Global  Bio-Tech 
Fund,  which  rose  104.6%.  The  Oppenhei- 
mer fund  had  a  simple  formula  for  suc- 
cess: biotech  only.  "The  advantage  we 
had  over  other  people  was  in  being  com- 
pletely exposed  to  the  area,"  Oberman 
points  out.  The  fund's  two  largest  hold- 
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Ml.  Despite  a  20% 
plunge  in  Novemberl 
biotech  star  Immunel 
Response  gained 
1,219%  last  year 


^  The  market  was 
hot,  and  so  were  the 
traders:  Major 
brokerage  firms' 
shares  rose  109% 


ings  were  Amgen  and  Immune  Re- 
sponse, two  of  biotech's  biggest  gainers. 

But  investors  who  would  lil<e  to  bet 
Oberman  can  keep  it  up  are  out  of  luck. 
The  fund  is  closed  to  new  investors  be- 
cause, he  says,  there  just  aren't  many 
cheap  biotech  stocks  around,  and  thus 
he  doesn't  need  new  cash. 

BEST  BOND  FUND  MANAGER:  Peter  A  ve- 
lar.  With  a  gain  of  67. Ta  through  Nov. 
30,  the  Dean  Witter  High-Yield  Securi- 
ties fund  is  easily  the  best-performing 
fixed-income  fund  of  1991.  And  much  of 
the  credit  must  go  to  Avelar,  who  took 
over  the  fund  in  December,  1990. 

But  it  might  be  a  tad  early  to  uncork 
the  champagne.  John  Reckenthaler,  edi- 
tor of  Morningstar  Mutual  Funds, 
notes  that  the  Dean  Witter  fund  lost 
407'  in  1990  because  it  was  burdened 
with  the  lowest-quality  junk  issues.  It 
was  precisely  those  issues  that  bounced 
back  most  strongly  in  1991.  "It's  possi- 
ble that  if  I  had  run  the  fund,  it  might 
have  been  the  best  performer,"  says 
Reckenthaler.  Avelar  won't  comment — 
in  adherence  to  corporate  policy,  a 
spokesman  says. 

BEST  COMMODITY  FUND  MANAGER:  Stig 
Ostgaard.  Conmiodities  pits  conjure  up 
images  of  arms  flying  and  voices 
screeching.  But  the  best  commodity-fund 
manager  of  1991  eschews  such  hubbub. 
As  head  trader  and  principal  of  Sjo  Inc. 


(pronounced  "show"),  Ostgaard  works  at 
home  in  suburban  Chicago,  following  the 
markets  on  a  computer  screen.  "The  of- 
fice environment  can  tend  to  be  distract- 
ing," Ostgaard  explains.  His  firm,  which 
specializes  in  trading  futures  on  foreign 
financial  instruments,  saw  its  portfolios 
gain  677  through  the  end  of  October. 

Ostgaard  steered  clear  of  investments 
that  might  have  been  affected  by  the 
gulf  war  and  the  failed  Soviet  coup,  thus 
saving  himself  the  whiplash  that  hurt 
many  fund  managers  this  year.  Instead, 
he  concentrated  on  Eurodollars  and  Aus- 
tralian government  debt.  He  uses  com- 
puter charts  but  avoids  the  strict  trend- 
following  strategy  that  has  become  de 
rigueur  among  fund  managers.  "A  lot 
of  time,  traders  follow  the  same  sig- 
nals," he  says.  "They  all  tend  to  move 
into  the  markets  at  the  same  time." 

MARKETS 


BEST  OVERSEAS  MARKET:  Argentina. 
Ever  since  President  Carlos  Saul  Menem 
took  over  in  1989,  Argentina  has  been  on 
a  roll.  Elected  on  a  pledge  to  get  the 
country's  debt-hobbled  economy  going 
after  decades  of  decay,  Menem  has  sta- 
bilized the  currency,  reduced  inflation, 
and  launched  a  privatization  drive  to  get 
the  government  out  of  everything  from 
telephones  to  toll  roads. 

As  a  result,  the  Buenos  Aires  holsa  is 
on  fire.  In  1991,  the  tiny  market  beat  the 


world's  bourses  hands  down,  jumpi 
3157 — in  dollar  terms,  no  less — aft 
dropping  by  38%  in  1990.  Many  pros  s 
the  market  cooling  off  in  1992  but  or 
by  a  little.  Projected  gross-national-pr 
uct  growth  of  57  and  more  privati: 
tions  should  keep  traders  hopping. 

BEST  COMMODITY:  Frozen  concentn 
ed  orange  juiee.  At  breakfast,  tak 
good  hard  look  at  that  glass  of  ora: 
juice.  If  there's  a  golden  hue,  it's  pro 
bly  just  residue  from  the  commod 
pits,  where  0.  J.  was  the  golden  futui 
contract  of  1991. 

0.  J.  traded  within  a  narrow  range 
most  of  1991.  But  in  September,  sus 
cions  grew  that  the  Florida  crop  woi 
be  less  than  anticipated.  When  repo 
indicated  that  Valencia  oranges  woi 
have  a  smaller-than-expected  harve 
0.  J.  prices  soared.  The  recent  futui 
contract  of  frozen  concentrate 
climbed  607  since  yearend  1990. 

Some  experts  advise  retail  investors 
skip  the  0.  J.  market  altogether, 
constantly  try  to  dissuade  people  fr 
trading  orange  juice,"  says  Sandra  Ks 
a  Shearson  Lehman  Brothers  Inc.  a 
lyst.  "Most  people  who  come  to  the  m 
ket  from  outside  the  industry  lose  m 
ey."  When  you're  trading  orange  ju 
as  in  other  commodities,  it's  import; 
not  to  get  squeezed. 

By  Gary  Weiss  in  New  York,  with  Da 
Greising  in  Chicago 
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there  were  a  printer  that  could  give  you  this  kind  of  color, 
ould  you  still  make  your  presentations  in  black  and  white? 


)  your  presentations  go  in  one  eye  and  out  the  other? 
Colormate"  PS  40  can  easily  and  affordably  give  them 
impact  they  deserve,  enhancing  your  work  with  truly 
dng  color. 

le  Colormate  PS  40  integrates  readily  with  any 
'ork,  PC  or  Mac.  And  it's  compatible  with 
,  popular  presentation  software.  Of  course, 


r  computtn  tnd  communicationt      Call  1-800-NEC-INFO  for  your  Color  Presentations  Guide. 


Adobe*  PostScript*  is  standard,  so  you  can  scale,  rotate  and 
shade  the  17  resident  fonts.  300  DPI  graphics  means  that 
output  is  sharp  and  clear,  whether  paper  or 
transparencies.  And  with  its  small  footprint, 
the  Colormate  PS  40  won't  fill  up  your  desk. 

After  all,  the  world  isn't  black  and  white, 
why  should  your  presentations  be? 


NEC 


Kinder: 


CA90s 


Let  The  Good  Times  Roll. 

It's  more  than  a  slogan  to  the 
folks  at  Kawasaki.  It's  a  philoso- 
ph\:  And  you  can  see  it  in  even- 
thing  the\'  make  from  their  excit- 
ing, world-renowned  motorc>'cles 
to  their  industr>'-leading  Jet  Ski® 
personal  watercraft. 

What  \'ou  don't  see  are  the 
computer  s>'stems  behind  the 
compam-  that  keeps  the  good 
times  rolling. 

"CA  s\-stems  software  helps 
keep  our  compam'  running 
smoothly  24  hours  a  day  7  days 
a  week'.'  sa\'s  Bob  Shepard,  EVP 
of  Information  S\'stems.  "It's 
helped  us  automate  our 
operations  and  cut  IS 
costs  significantly  while 
productivit\'  continues 
to  rise  \'ear  after  \-ear." 

To  achie\'e  these 
goals,  Kawasaki  deplo\-s  a  broad 
range  of  sx'stems  software  from 
CA  including  one  of  the  most 
comprehensi\'e  and  effective 
securit\'  software  programs  ever 
de\'eloped,  CA-TOP  SECRET- 

"I  don't  ha\'e  time  to  deal  with 
30  different  software  companies 
that  each  offer  onl\'  one  or  two 
pieces  of  the 
puzzle.  .\s 
much  as  possi- 
ble, we  use  CA. 
Their  service 
and  support  is 


:  tave 
'Mm 


Executive  Vice  President  of 
Kawasaki,  Bob  Shepard, 
uses  advanced  ca  s^'stems 
SOFTWARE  TO  Automate 

OPERATIONS,  SLASH  IS  COSTS 
,  AND  BOOST  PRODUCTIVITY, 


mm 
mi 

WUKI 


rock- solid.  theirp';;.u: 
software  is 
sreat  and  it's  al 


backed  by  a  billion  dollar  com  pa 
m:  That's  what  I  like" 

And  the  result  is  an  efficient, 
smooth-running  IS  operation? 

"Absoluteh:  Smooth  as  a 
Kawasaki  Xinja'  motorcycle 
car\"ing  up  an  S  cur\'e." 

CiOMPUTER" 
rtSSOCIATES 

Software  superior  by  design. 

-ompuier  .^ssociaies  International.  Inc..  711  Stewan 
er.ue.  Garden  City.  11530-4787.  1-800.645-5003. 
trade  names  referenced  are  trademarks  or  registered 
..Jemarks  of  their  respective  companies. 
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EARNINGS  OUTLOOK 


WALL  STREET'S 
STAR  SEARCH  1992 


HAT  YOU  NEED  TO  KNOW  ABOUT  900  COMPANIES  AND  THEIR  EARNINGS 


lirst  there  was  a  recession.  Then 
came  a  sputtering  recovery.  Any 
way  you  slice  it,  after  the  market's 
1  burst  at  the  beginning  of  the  year, 
>  have  been  tough  for  investors, 
it  doesn't  look  as  if  things  are  going 
!t  much  easier  in  1992  as  the  recov- 
;ontinues  to  dawdle.  So  before  you 
up  a  list  of  your  favorite  stocks  for 
it  may  be  worthwhile  to  do  some 
!work.  To  help  you,  BUSINESS  week 
again  compiled  its  annual  Invest- 
Outlook  Scoreboard. 


On  the  following  pages,  you  will  find 
a  treasure  trove  of  financial  intelligence 
assembled  by  Standard  &  Poor's  Compu- 
stat  Services  Inc.  on  900  publicly  traded 
companies.  Conveniently  divided  into  24 
industry  groups,  the  Scoreboard  pro- 
vides pertinent  historical  data  and  in- 
vestment ratios,  such  as  dividend  yield 
and  price-earnings  multiples,  that  should 
make  stock  evaluations  easier.  What's 
more,  IBES  Inc.,  a  unit  of  Citicorp  that 
tracks  the  opinions  of  securities  ana- 
lysts, provides  earnings  estimates  for 


WHAT  THE  ANALYSTS  EXPECT: 
INDUSTRY  GROUP  WINNERS  AND  LOSERS 


1991 

1992 

HE  STRONGEST 

Earnings  change 
from  1990 

THE  STRONGEST 

Eornings  chonge 
from  1991 

UCKING  &  SHIPPING 

171% 

FOREST  PRODUCTS 

782% 

NKS-EAST 

142 

SEMICONDUCTORS 

279 

IV\ICONDUCTORS 

114 

MACHINE  &  HAND  TOOLS 

217 

ROSPACE 

61 

INSTRUMENTS 

113 

&  RUBBER 

36 

COMPUTERS 

106 

ALTH  CARE  SERVICES 

35 

MISCELLANEOUS  LEISURE 

98 

EDICAL  PRODUaS 

30 

BANKS-EAST 

91 

ECTRIC  UTILITIES 

30 

COAL 

83 

TING  PLACES 

28 

TELECOMMUNICATION  SERVICES 

79 

ANSPORTATION  SERVICES 

28 

TEXTILES 

76 

HE  WEAKEST 

THE  WEAKEST 

REST  PRODUCTS 

-91% 

ELECTRIC  UTILITIES 

6% 

ACHINE  &  HAND  TOOLS 

-69 

TELEPHONE  COMPANIES 

8 

LECOMMUNICATION  SERVICES 

-57 

NONFERROUS  METALS 

10 

AL 

-41 

FINANCIAL  SERVICES 

12 

UMINUM 

-40 

FOOD  DISTRIBUTION 

12 

IILDING  MATERIALS 

-40 

INSURANCE 

12 

STRUMENTS 

-37 

EATING  PLACES 

14 

)NFERROUS  METALS 

-34 

GLASS  CONTAINERS 

15 

BACCO 

-32 

HEALTH  CARE  SERVICES 

15 

tMPUTERS 

-31 

BEVERAGES 

16 

icause  of  actual  or  estimated  net  losses  in  1990,  1991,  or  1992,  earnings  gains  or  losses  cannot  be  mean- 
jfully  calculated  on  a  percentage  basis  for  airlines,  auto  part  manufacturers,  car  and  truck  makers,  hotels, 
iper  manufacturers,  savings  and  loon  companies,  steelmakers,  textile  manufacturers,  and  Western  and 
luthwestern  banks. 

DATA;  INSTITUTIONAL  BROKERS  ESTIMATE  SYSTEM,  STANDARD  X,  POOR  S  COMPUSTAT  SERVICES  INC. 


each  of  the  companies  listed.  The  fore- 
casts are  based  on  a  survey  of  2,500 
analysts  across  the  country. 

Which  industry  groups  will  perform 
best  and  worst  next  year?  According  to 
the  IBES  data,  analysts  believe  that  for- 
est-products companies — those  that 
make  paper  and  lumber  for  buildings — 
may  show  the  biggest  earnings-improve- 
ment. They  were  the  worst  performers 
in  1991.  The  biggest  disappointment,  ac- 
cording to  the  survey  of  analysts,  could 
come  among  electric  utilities.  The  con- 
sensus estimate  for  1992  is  a  modest  &a 
profit  rise,  vs.  a  30%  increase  in  1991. 
NEAT  TRICK.  Such  industry  forecasts,  of 
course,  are  only  the  first  step  in  finding 
attractive  companies.  Savvy  investors 
use  an  array  of  methods  to  isolate  the 
stocks  they  want  to  buy.  So  BUSINESS 
WEEK  has  sifted  through  a  mountain  of 
statistics  to  isolate  stocks  that  satisfy 
the  requirements  of  si.x  popular  invest- 
ment strategies  (page  168). 

Earnings  are  perhaps  the  most  funda- 
mental measure  that  investors  want  to 
know  about.  After  all,  a  company's  stock 
price  has  traditionally  been  fueled  by  a 
healthy  bottom  line.  One  of  the  biggest 
profit  increases  is  forecast  for  Scientific- 
Atlanta.  The  Atlanta-based  TV-equip- 
ment vendor  announced  in  early  Decem- 
ber that  it  was  joining  forces  with  Zenith 
Electronics  Corp.  and  American  Tele- 
phone &  Telegraph  Co.  to  develop  high- 
definition  TV  technology. 

Another  time-honored  method  of  locat- 
ing promising  stocks  is  to  find  those  that 
are  selling  way  below  book  value,  which 
is  the  difference  between  assets  and  li- 
abilities divided  by  the  number  of  shares 
outstanding.  The  trick,  however,  is  to 
separate  stocks  that  are  overlooked 
from  those  that  are  avoided  for  good 
reason. 

The  list  for  1992  is  dominated  by  trou- 
bled thrifts  and  banks.  But  it  also  in- 
cludes some  promising  companies,  such 
as  Perini  Corp.,  a  construction  and  real 
estate-development  company.  The  Fra- 
mingham  (Mass.)  company  also  turns  up 
on  the  list  of  potential  big  earners.  Per- 
ini has  recently  signed  contracts  for  a 
number  of  big  building  projects. 

High-yield  stocks  should  do  well  in 
1992,  especially  with  interest  rates  way 


ESTMENT  SCOREBOARD 


BUSINESS  WEEK/DECEMBER  30,  1991  167 


EARNINGS  OUTLOOK 


i 


down.  Analysts  expect  that  Asset  Inves- 
tors, a  real  estate  investment  trust  that 
earns  income  from  mortgage-related  as- 
sets, will  offer  the  highest  yield  in  1992. 
Still,  investors  should  exercise  caution 
when  scouting  out  such  stocks.  The 
yield,  which  measures  dividend  as  a  per- 
cent of  stock  price,  can  be  deceptively 
high  if  a  company's  share  price  falls  dra- 
matically. For  example,  the  stock  price 
of  Westinghouse  Electric  Corp.  has  tum- 


bled by  about  30''f  since  it  reported  it 
had  a  third-quarter  loss  of  $1.48  billion. 

Finally,  investors  will  find  it  worth- 
while to  scan  stocks  that  institutions 
rarely  own.  Big  investors,  such  as  pen- 
sion funds,  tend  to  limit  their  stock-pick- 
ing to  well-known  companies.  They  often 
ignore  smaller  companies  that  have  good 
prospects.  High  on  the  list  is  wlr  Foods 
in  Hinton,  Va.,  which  processes  chickens 
and  turkevs.  Institutions  own  onlv  3% 


of  its  10.5  million  shares  outstandinf^ 

To  be  sure,  a  lot  can  happen  to  t 
prospects  for  individual  companies  o 
the  next  four  quarters,  and  investo 
should  keep  abreast  of  developmen 
Still,  the  Scoreboard  is  a  good  startii 
point  for  tackling  what  BUSINESS  WEI 
hopes  will  turn  out  to  be  a  rewardi: 
1992  for  stocks. 

By  John  Meehayi  and  Robert  Mims,  m 
Fred  F.  Jespersen,  in  Neiv  York 


A  MENU  OF  INVESTMENT  OPPORTUNITIES 


k.< 


HIGH  HOPES  FOR 
EARNIHGS  PER  SHARE 


STOCKS  SELLIHG 
WAY  BELOW  BOOK  VALUE 


COMPANIES  WITH 
THE  HIGHEST  YIELD 


Looking  at  the  bottom  line?  These  com- 
panies' earnings  are  forecast  to  move 
smartly  in  1992 

Percent  change  1991-92 

Bargain  hunters  take  note.  The  stock 
price  of  these  companies  as  a  percent- 
age of  book  is  at  the  bottom 

Percent 

SCIENTIFIC-ATLANTA 

980% 

CALFED 

5% 

ORYX  ENERGY 

886 

FIRST  CITY  BANCORP.  OF  TEXAS 

6 

NATIONAL  SEMICONDUaOR  678 

GM  HUGHES  ELEQRONICS 

13 

ALASKA  AIR  GROUP 

629 

GLENFED 

16 

SMITH  (A.  0.) 

451 

ESCO  ELEaRONICS 

16 

BRUNSWICK 

416 

DIME  SAVINGS  BANK 

20 

HARRIS 

386 

MIDLANTIC 

25 

DANA 

375 

AVONDALE  INDUSTRIES 

25 

PERINI 

368 

PERINI 

29 

ANALOG  DEVICES 

335 

COAST  SAVINGS  FINANCIAL 

29 

AMDAHL 

303 

MNC  FINANCIAL 

31 

GEORGIA-PACIFIC 

302 

WEIRTON  STEEL 

31 

If  the  goal  is  income,  these  companies 
pay  among  the  highest  annual  dividends 
as  a  percent  of  stock  price 

Percent 


Ml* 

w 


ASSET  INVESTORS 


18.2% 


CONTINENTAL  CORP. 


10.3 


WESTINGHOUSE  ELEQRIC 


8.9 


BROOKE  GROUP 


8.6 


FIRST  CHICAGO 


8.6 


WNurr 


STOCKS  THE  INSTITUTIONS 
 RARELY  HOLD  

Unpopular — or  just  overlooked?  Either 
way,  ijf  the  institutions  suddenly  take  notice, 
prices  could  rise 

Number  of 
Percent  of  shares  institutions 
held  by  institutions  holding 


THE  LOWEST 
PRICE-EARHINGS  RATIOS 

Prices  of  these  stocks  compared 
to  1992  forecast  eamings-per- 
share  suggest  unrecognized  val- 
ues. Negative  EPS  estimates 
excluded 

Ratio 


CENTERIOR  ENERGY 


8.5 


TRAVELERS 


8.4 


mi 


LYONDELL  PETROCHEMICAL 


8.4 


urn 


HARTMARX 


8.3 


NfflTtn 


CHASE  MANHAHAN 


8.0 


CHEMED 


7.8 


UNION  BANK 


7.8 


FORECASTERS  AGREE  LEAST 
ABOUT  THESE  COMPAHIES 


KAISER  ALUMINUM 

2% 

8 

GLENFED 

2.4 

WLR  FOt  ns 

3 

14 

CALFED 

3.1 

GAYLORD  CONTAINER 

4 

13 

COAST  SAVINGS  FINANCIAL 

3.3 

INGLES  MARKETS 

4 

17 

ICH 

3.4 

FIGGIE  INTERNATIONAL 

4 

21 

LONE  STAR  TECHNOLOGIES 

4.0 

TURNER  BROADCASTING 

4 

43 

UNION  BANK 

4.2 

AMERICA  WEST  AIRLINES 

5 

23 

ALLIANT  TECHSYSTEMS 

4.7 

MASCO  INDUSTRIES 

5 

41 

CHASE  MANHAHAN 

4.9 

CONTINENTAL  AIRLINES  HOLDING 

6 

32 

MAGMA  COPPER 

5.0 

FOOD  LION 

6 

96 

NORTHROP 

5.1 

ICH 

7 

36 

EQUITABLE  OF  IOWA 

5.1 

PACIFIC  TELECOM 

7 

43 

NWNL 

5.1 

AVERAGE  OF  900  COMPANIES 

51% 

238 

Mil  Mais 
Mrap 

tx 

Uncertainty  could  spell  opportunity.  The  W 
1992  eamings-per-share  estimates  range  all  '^'^ 
over  the  lot  for  these  stocks.  Example:  Esti-  lltOMOl 
mates  for  Delta  Air  Lines  range  from  a  prof- 
it ofS2.96  to  a  loss  of  $2.46 

Consensus  for  1992 

Cents  per  share 


DELTA  AIR  LINES 


25 


1,084% 


CONTINENTAL  CORP. 


11 


818 


MAXUS  ENERGY 


800 


SOUTHDOWN 


486 


WANG  LABORATORIES 


386 


SEAGATE  TECHNOLOGY 


16 


381 


DIME  SAVINGS  BANK 


344 


UNISYS 


30 


273 


INLAND  STEEL 


49 


245 


NAVISTAR 


10 


180 


QUANTUM  CHEMICAL 


78 


178 


ZENITH  ELEaRONICS 


50 


178 


DATA:  AS  OF  NOV.  29.  INSTITUTIONAL  BROKERS  ESTIMATE  SYSTEM,  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC. 
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>SSARY 

slumber  of  the  month  in  which  company's 
I  year  ends. 

k  value  per  share:  Sum  of  common 
c  ot  nominal  balance-sheet  value,  capital 
lus,  and  retained  earnings  as  shown  in 
pony  accounts,  divided  by  number  of 
es  outstanding. 

ratio:  Nov.  29  stock  price  divided  by 

loted  1991  earnings. 

dend  rate:  Indicated  annuo!  payment 

based  on  latest  quarterly  dividend  plus 

recurring  extra  or  special  yearend 

lends. 

d:  Indicated  annual  dividend  as  a 
ent  of  Nov.  29  stock  price. 


 1992  

Shares  outstanding:  Millions  of  common 
shares  outstanding  as  of  company's  latest 
available  financial  report,  excluding  treasury 
shares. 

Marlcet  value:  Percentage  change  in  total 
market  value  of  the  company's  most  widely 
held  common  stock  issue  since  Jan.  1,  1 991. 
Institutional  holdings:  Percentage  of 
outstanding  common  shares  held  by  banks, 
insurance  and  investment  companies, 
colleges,  and  pension  funds,  and  the  number 
of  such  institutions. 

I^rnover:  Percentage  of  outstanding  shares 
changing  hands  in  1991. 
Earnings  per  share:  Primary  earnings  per 
share— net  income  (including  proceeds  from 


certain  convertible  securities,  warrants,  and 
options  that  are  common-stock  equivalents, 
but  excluding  extraordinary  profit  or  loss 
items)  divided  by  number  of  common  and 
common-equivalent  shares. 

Earnings  per  share  estimates:  Analysts' 
consensus  estimates  for  1991  and  1992 
compiled  by  Institutional  Brokers  Estimate 
System.  Trend  estimate,  based  on  pattern  of 
past  five  years,  compiled  by  Standard  & 
Poor's  Compustat  Services. 

Variation:  The  percentage  by  which  two- 
thirds  of  the  1 992  earnings  estimates  are 
above  or  below  the  average  estimate.  The 
lower  this  figure  is,  the  more  analysts  agree 
on  their  estimates. 


MPANY 


BOOK 
RECENT  VALUE 
SHARE  PER 
FY        PRICE  SHARE 


P-E 
RATIO 
1991 

EST 


1991 
DIVI- 
DEND 
RATE 


SHRS. 
OUT. 
Mils 


1991 
MARKET 
VALUE 
CHANGE 

% 


EARNINGS  PER  SHARE 

1992  ESTIMATES 


iNsrrruTiONAi 

HOLDINGS 


1991 
TURN. 
OVER 


1990 
AGUAl 


1991 
ANALYST 
EST 


BASED 

ON 
5-YEAR 
TREND 


FROM  ANALYSTS 

VARIA- 
CON-  TION 
SENSUS  % 


(.■INDUSTRY 

ERACE 

41 

24 

23 

0.84 

2.58 

84.1 

30 

51 

238 

73.3 

2.16 

2.11 

3.50 

2.89 

ir.2 

EROSPACE 

USTKY  AVERAGE 

36 

36 

11 

1.04 

3.21 

65.6 

26 

54 

243 

74.6 

2.34 

3.76 

5.06 

4.53 

8.7 

sing 

12 

44 

23 

10 

1.00 

2.26 

343.1 

-3 

46 

819 

85.6 

4.01 

4.53 

5.03 

4.94 

4.7 

nCorp 

11 

10 

6 

13 

0.60 

5.93 

31.7 

65 

48 

71 

59.2 

1.60 

0.79 

0,70 

1.07 

10.3 

neral  Dynamics 

12 

49 

44 

8 

1.00 

2.05 

41.9 

94 

52 

199 

92.4 

-15.34 

6,07 

5,1 1 

6.64 

6.2 

jmman 

12 

18 

28 

6 

1.00 

5.71 

33.3 

-10 

33 

146 

42.2 

2.48 

2.80 

3,06 

2.63 

8.0 

kheed 

12 

44 

39 

9 

2.00 

4.57 

63.3 

30 

62 

265 

100.1 

5.30 

4.79 

1,62 

5.61 

3.6 

rtin  Marietta 

12 

54 

36 

8 

1.50 

2.77 

49.8 

25 

65 

349 

72.8 

6.52 

7.07 

8,52 

7.56 

1.9 

Sonne)!  Douglas 

12 

70 

96 

9 

1.40 

1.99 

38.4 

81 

40 

177 

130.8 

7.18 

7.78 

7,89 

8.95 

1 1.7 

rthrop 

12 

21 

24 

6 

1.20 

5.68 

47.1 

22 

44 

178 

67.4 

4.48 

3.70 

6,22 

4.13 

1 1.1 

ir  Industries 

07 

21 

25 

12 

0.00 

0.00 

17.5 

26 

60 

91 

100.3 

0.00 

1.74* 

1.57 

2.34 

5.1 

|ua 

12 

41 

73 

23 

0.60 

1.46 

9.5 

-28 

37 

67 

19.7 

3  03 

1.76 

2.43 

4.28 

29.9 

-■dstrond 

12 

31 

18 

1 1 

1.10 

3.56 

36.0 

6 

73 

160 

50.6 

3.15 

2.74 

4.44 

3.25 

8.9 

okol 

06 

18 

17 

7 

0  36 

2.00 

19.6 

28 

66 

111 

76.5 

2.15 

2.75* 

NA 

2.85 

1.8 

ted  Technologies 

12 

48 

43 

20 

1.80 

3.78 

121.6 

0 

69 

531 

71.8 

5.91 

2.37 

14.07 

4.60 

9.3 

ilTOMOTIVE 

USTRY  AVERAGE 

30 

21 

30 

0.77 

3.11 

102.6 

32 

45 

194 

48.4 

0.46 

-0.23 

1.84 

2.00 

36.3 

Its*  TRUCKS 

SUP  AVERAGE 

23 

29 

NM 

0.96 

3.84 

326.9 

10 

44 

400 

54.8 

-0.05 

-2.55 

1.93 

1.21 

95.6 

■ysler 

12 

12 

24 

NM 

0.60 

5.16 

252.0 

3 

47 

236 

69  3 

0,30 

-3,22 

NA 

0.60 

61.7 

d  Motor 

12 

24 

43 

NM 

1.60 

6.67 

480.8 

-8 

51 

595 

51.9 

1.86 

-4,13 

NA 

1.12 

101.8 

neral  Motors 

12 

31 

45 

NM 

1.60 

5.20 

618.0 

-9 

37 

790 

51.8 

-4,09 

-5,69 

NA 

1.18 

1  17.0 

vistar  International 

10 

3 

2 

NM 

0.00 

0.00 

250.1 

22 

44 

197 

43.2 

-0.16 

-0,77* 

NA 

0.10 

180.0 

:car 

12 

46 

30 

43 

1.00 

2.16 

33.8 

43 

42 

182 

57.6 

1.83 

1.07 

1.93 

3.03 

17.8 

RTS  A  EQUIPMENT 

»UP  AVERAGE 

23 

18 

29 

0.73 

3.37 

25.2 

23 

42 

102 

38.3 

0.25 

-0.05 

1.12 

1.84 

18.0 

tin  Industries 

12 

20 

20 

23 

0.68 

3.36 

18.9 

19 

60 

87 

55.5 

1.35 

0.87 

0,61 

1.65 

12.1 

nmins  Engine 

12 

47 

34 

NM 

0.20 

0.42 

14.9 

27 

49 

126 

82.3 

-14,47 

-5.09 

NA 

2.32 

28.0 

na 

12 

25 

24 

69 

1  60 

6.40 

41.1 

-16 

63 

207 

34.3 

1.85 

0.36 

0.73 

1.71 

26.3 

on 

12 

57 

33 

23 

2.20 

3.89 

34  1 

14 

58 

266 

47.3 

4.77 

2  51 

3.90 

4.56 

11.8 

lin 

08 

10 

12 

14 

0.70 

6.91 

55.8 

-10 

75 

213 

52.0 

0.85 

0.75* 

0.71 

0.84 

9.5 

leral-Mogul 

12 

15 

9 

51 

0.92 

6.24 

22.3 

9 

51 

69 

33.9 

0.20 

0  29 

0.37 

0.97 

20.6 

SCO  Industries 

12 

5 

5 

22 

0.00 

0.00 

59.5 

3 

5 

41 

14.8 

-0.33 

0.22 

0.30 

0.36 

30.6 

dine  Mfg. 

03 

29 

14 

16 

0.76 

2.67 

14.7 

49 

35 

48 

24.7 

2.04 

1.75 

2.06 

2.06 

5.3 

ith  (A.O.) 

12 

17 

35 

35 

0.80 

4.71 

7.9 

6 

12 

29 

8.0 

3.40 

0.49 

0.87 

2.70 

27.8 

ndard  Motor  Products 

12 

9 

12 

12 

0,32 

3.46 

13.1 

21 

36 

45 

22.6 

0,59 

0.75 

0.55 

0.97 

3.1 

ndard  Products 

06 

25 

10 

NM 

0.48 

1.96 

10.2 

96 

47 

54 

24.0 

1,16 

-2.06* 

NA 

1.52 

28.9 

ex 

12 

14 

9 

NM 

0.06 

0.42 

9.9 

53 

18 

38 

60.3 

1.57 

-1.47 

NA 

2.45 

11.4 

lOtes:  *Actual,  not  estimated  data.  NA  =  not  available.  NM  =  not  meaningful,  (a)  Shares  outstanding  as  of  fiscal  yearend.  (b)  Actual  and  estimated  EPS  figures  ore  fully  diluted.  |c) 
nd  rate  excludes  a  nonrecurring  extra  or  special  yearend  dividend,  (d)  Company  pays  a  recurring  stock  dividend.  Data  compiled  by  Stondard  &  Poor's  Compustat  Services  Inc.  from 
5urces  as  statistical  services,  newspapers,  registration  statements,  and  company  reports  ttiat  SPCS  believes  to  be  reliable  but  that  ore  not  guaranteed  by  either  SPCS  or  BUSINESS  WEEK 
orrectness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  Institutional  Brokers  Estimate  System,  Vickers  Stock  Reseorch  Corp. 
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EARNINGS  PER  SHARE 


BOOK 
RECENT  VALUE 


COMPANY 


SHARE 
PRICE 


PER 
SHARE 


P-E 
RATIO 
1991 
EST. 


1991 
DIVI- 
DEND 
RATE 


SHRS. 
OUT. 
MILS. 


1991 
MARKET 
VALUE 
CHANGE 


1992  ESTIMATES 


INSTITUTIONAL 
HOLDINGS 


1991 
TURN. 
OVER 


1990 
AQUAL 


1991 
ANALYST 
EST. 


BASED  FROM  ANALYSTS 

ON  VARb 

5-YEAR  CON-  T^0^ 

TREND  SENSUS 


(c)  TIRE*  RUBBER 
GROUP  AVERAGE 


68 


21 


26 


0.59 


0.83 


38.0 


107 


59     222  77.8 


2.15 


2.93      3.96  3.96 


10^  * 


Bandog  12  116  20  21  1.10  0.95  13.9  38  50  183  24.5  5.50  5.66  7,13  6.34  2. 
Cooper  Tire  &  Rubber  12  39  10  21  0.28  0.72  41.4  129  70  207  54.8  1.61  1.86  2.60  2.16  3. 
Goodyeor  Tire  &  Rubber  12        48      34      38       0.40       0.84       58.6      154       58     276     154.2     -0.66        1.27      2.14       3.38  24. 


3  BANKS 


INDUSTRY  AVERAGE 


30  26 


18 


1.21 


3.89 


81.9 


48 


49     227  76.6 


1.98 


1.84  3.68 


3.13 


15. 


(a)  BANKS -EAST 
CROUP  AVES&GE 


28 


26 


13 


1.07 


3.36 


91.7 


57 


50     238  89.0 


0.64 


1.55      3.29  2.96 


Bank  of  Boston  12  12  18 

Bank  of  New  York  12  28  36 

Bankers  Trust  New  York  12  60  35 

Chase  Manhattan  12  15  31 


NM 
22 


0.00 
1.52 
2.54 
1.20 


0.00 
5.38 
4.22 
8.00 


75.2 
69.8 
82.0 
136.0 


60 
41 
48 


39  177 

61  218 

73  398 

54  269 


159.2 
76.0 
74.4 

131.1 


-6.21 

3.98(b) 

7.80 
-3.31 


-1.52 
1.29 
7.63 
2.72 


NA 
0.94 
14.52 
NA 


0.86 
3.77 
7.90 
3.07 


40. 


Chemical  Banking  12  21  35  7  1.00  4.73  91.9  98  57  248  125.7  2,38  2.99  2.14  3.28 

Citicorp  12  11  22  NM  0,00  0,00  346,0  -13  51  406  104,0  0.57  -1.49  NA  1,09 

CoreStates  Financial  12  42  27  10  2,00  4,75  54.5  33  59  264  126,3  2,06  4,14  3,35  4,58 

First  Fidelity  Bancorporation  12  29  24  9  1.20  4,12  60,5  68  47  207  45,1  -0,33  3.17  2.03  3.47 


Fleet/Norstar  Financial  Group  12  21  18 

KeyCorp  12  38  27 

Manufacturers  Hanover  12  24  38 

Mellon  Bank  12  32  31 


31 
10 


0.80 
1.44 
1.88 
1.40 


3,90 
3,79 
7,75 
4,32 


120,4 
47,3 
79,3 
50.7 


104 
83 
24 
57 


53  249 

49  173 

48  228 

55  213 


51.8 
38.3 
108.7 
60.6 


-0,75(b) 
3,47 
1,27 
2,83 


0.67 
3,83 
2,86 
4,33 


0.89 
402 
1.43 
2.89 


1.66 
4.41 
3,43 
4,62 


1* 


Midlontic 
MNC  Financial 
Morgan  (J.  P.) 
PNC  Financial 


12 
12 
12 
12 


5 
4 
60 
42 


20  NM 

13  NM 

29  1 1 

29  1 1 


0,00 
0,00 
1,98 
2,12 


0.00 
0  00 
3,30 
5.06 


38.1 
87.3 
188.9 
96,6 


0 
32 
38 
96 


21 
17 
72 
53 


55 
82 
664 
326 


165,7 
70,1 
66,1 
46,0 


-5,22  -12,43 

-5,23  -1,91 

3.99  5,42 

0,73  3,75 


NA 
NA 
6.12 
1,76 


-1,53 
-1,10 
5,60 
4,25 


49, 


Republic  New  York 
Shawmut  National 
State  Street  Boston 
UJB  Financial 


12 
12 
12 
12 


40 
9 
59 
14 


29 
14 
21 
17 


10 
NM 
17 

29 


0.93 
0,00 
0,76 
0,60 


2,36 
0,00 
1,28 
4,21 


52,1 
73.8 
36.9 
45.8 


21 
85 
72 
103 


53 
45 
70 
28 


140 
153 
223 
72 


27.0 
129.9 
133.2 

39.8 


3.63  3,93 

-1.84  -2.33 

3.10(b)  3.47 

-0,17  0,49 


1,41 
NA 
3,98 
0,61 


4,28 
0,47 
3,88 
1,25 


(b)  BANKS -MIDWEST 
GROUP  AVERAGE 


34 


25 


1.36 


4.33 


61.3 


54 


49     197  56.5 


3.06 


3.08      3.89  3.67 


Banc  One 

Boatmen's  Bancshares 
Comerica 
Continental  Bonk 


12 
12 
12 
12 


44 
44 
47 
9 


20 
35 
32 
20 


14 
1  1 
10 
NM 


1,16 
2,16 
1,88 
0,60 


2.61 
4.88 
4  02 
6.96 


160.2 
37.9 
31.1 
53.8 


61 
52 
107 
5 


51  447 

44  196 

52  171 

45  97 


39.9 
73.5 
65.4 
99.5 


2,76 
3.90 
4,95(b) 
0,95 


3,15 
4,10 
4,92 
-2,09 


3,54 
3.75 
5.99 
NA 


3,50 
4,43 
5,40 
1,70 


First  Bonk  System 

First  Chicago 

First  of  America  Bank 

Firstar 


12 
12 
12 
12 


22 
23 
29 
42 


14 

36 
25 
29 


11 

10 
9 
10 


0.82  3,66 

2,00  8,60 

1,28  4.36 

1,44  3,43 


78,1 
68,2 
36,0 
30,4 


74 
46 
39 
95 


47 
63 
38 
39 


156 
243 
129 
113 


55.8 
81,0 
32,0 
31,3 


1.53(b) 
3,35 
3, 18(b) 
4,10 


1,98 
2,30 
3.18 
4.27 


1.58 
2.57 
3,38 
5,03 


2.37 
3,39 
3,12 
4,71 


Huntington  Bancshares  12  19  14  10  0,80(d)  4,24  61.4  78  19  105  26.6  1.38  1.89  1.93  2,09 

Manufacturers  National  12  37  26  10  1.32  3.59  31.2  67  49  131  92.7  3.53(b)  3.74  5.80  4.04 

Notional  City  12  32  28  9  1.88  5.90  61,0  4  68  210  36,2  3, 86(b)  3,54  4,28  3,98 

NBD  Bancorp  12  40  27  11  1,40  3,50  73,1  21  43  257  31,5  3.75  3.73  4.42  4.06 


wtrjl  fl 


Northern  Trust 

Norwest 

Society 


12 
12 
12 


47 
30 
45 


20 
17 
33 


14 
10 
9 


0.84 
1.00 
1.84 


1,79 
3  33 
4,07 


34.4 
129.7 
33,0 


61 
56 
41 


64  150 
72  372 
42  171 


54,6 
46,2 
81,1 


3,09 
0.89 
4.63 


3,42 
2,90 
5,14 


4,32 
2,30 
5.61 


3,82 
3.21 
5.18 


I  BANKS  -  SOUTH  &  SOUTHEAST 
GROUP  AVERAGE 


29  25 


47 


1.24 


4.41 


86.4 


55 


46  241 


61.1 


2.37 


2.23  2.51 


3.01  14, 


Bai  nett  Banks 
C&S/Sovran 
Crestof  financial 
First  Union 


12 
12 
12 
12 


29 
29 
16 
26 


25 
20 
23 
24 


17 
288 
15 
11 


1,32 
1,56 
0,80 
1.12 


4,63 
5,43 
4,92 
4  29 


69.3 
136,9 

32,1 
1 12,0 


65 
87 
21 
74 


56  250  81,5 

37  259  73,7 

39  83  76,7 

48  261  55,1 


1,06 
1,60 
1.87 
2.52 


1.70 
0.10 
1.12 
2,38 


1,38 
0.25 
1.37 
2.39 


2.62 
2,38 
1,94 
3,10 


NCNB 

Signet  Bo  oking 
SunTrust  Bonks 
Wachovia 


12 
12 
12 
12 


34 
16 
32 
53 


32 
28 
19 
30 


8 

13 
11 
12 


1,48 
0.80 
1.00 
1  84 


4,31 

5.12 
3,10 
3  49 


1 15,8 
26,9 

128,4 
70,1 


69 
52 
44 

27 


56  401  79,1 

26  80  66.8 

54  286  26  2 

52  305  29.6 


3,40  4,06 

1.56  1.17 

2,75  2.88 

4.20(b)  4,41 


4,86 
1,54 
3,26 
5  07 


4,38 
1,71 
3,12 
4,83 


(d)  BANKS  -  WEST  &  SO iJTHWEST 
GROUP  AVERAGE 

25 

28 

8 

1.22 

3.89 

93.2 

4 

52 

244 

102.3 

3.07 

-0.44 

6.67 

2.62 

15.< 

BankAmerica 

12 

31 

30 

7 

1,20 

3  86 

217.4 

20 

57 

491 

105.6 

3.85 

4,75 

5,60 

5,03 

7.1  f) 

First  City  Bancorp,  of  Texas 

12 

1 

18 

NM 

0,00 

0.00 

18,9 

-80 

21 

39 

123.0 

-9.87 

-12.15 

NA 

-8  10 

NA« 

First  Interstate  Bar  orp 

12 

27 

20 

NM 

1  20 

4.38 

105,7 

17 

37 

252 

65  9 

6.79 

-3,90 

NA 

2,90 

27.:  - 

Security  Pacific 

12 

25 

28 

NM 

0.00 

000 

128.1 

23 

49 

326 

139.3 

1.03 

-2,71 

NA 

3,18 

27,; « 

U.  S.  Bancorp 
Union  Bank 
Wells  Fargo 


12 
12 
12 


19 
18 
56 


14 
29 
59 


9 
6 
10 


0,76 
1.40 
4,00 


4,05 
7,78 
7  17 


98,0 
32,3 
51,9 


50 

-2 
-3 


56 
81 
64 


255  120,3 
16  8,0 
328  154,1 


2,04 
4.23 
13.39 


2.03 
3.07 
5.59 


2,45 
3,37 
15,27 


2,38 
4,24 
8,12 


5„ 
7. 

21.. 


1M 


4  CHEMICALS 


INDUSTRY  AVERAGE 


36 


17  16 


1.11 


3.17  72.9 


22 


54     233     64.4      2.59  2.22 


3.37 


2.69  13.; 


Air  Products  &  Chemicals  09  65  31  15  1,56  2  40  56  1  19  72  412  51.0  4  15  4.45*  16  87  4.68  2.. 

American  Cyanamid  12  54  28  14  1.50  2.78  93  6  3  61  565  73.7  1.15  3,91  2,61  4,58  3, 

Arco  Chemical  12  37  17  23  2,50  6,73  95.9  5  9  112  8,1  3,21  1,60  1,28  2,61  18, 

Betz  Laboratories  12  57  9  24  1,24  2,19  28,6  38  72  248  94.5  2.12  2,37  2,82  2.68  1, 
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EARMIMOS  PER  SHARE 


199a  ESTIMATES 

1991   


BOOK 

P-f 

1991 

MARKET 

1991 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVt 

SHRS. 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

VARIA. 

MPANY 

SHARE 

PER 

199) 

YIELD 

OUT 

HOLDINGS 

OVER 

1 990 

AKJAIY^T 

5-YEAR 

CON- 

TtON 

FY 

PRICE 

SHARE 

EST, 

RATE 

% 

MILS. 

% 

% 

NUMBER 

% 

AQUAL 

EST. 

TREND 

SENSUS 

% 

>ot 

uy 

1 8 

1 7 

1  n  i 
1  .U4 

3.56 

1  o  o 
1  o.z 

— O  A 

z4 

62 

101 

oo  A 

zy.4 

O  70 
z./ J 

1  zo* 

1  .oy 

0  no 

2.74 

6.2 

(ter 

1 2 

20 

1 3 

1 5 

0.88 

4.32 

24. 1 

-3 

69 

116 

36.4 

1 .74 

1 ,38 

1 .61 

1.67 

4.8 

H  Chemical 

1 2 

49 

36 

1 4 

2.60 

5.28 

270.6 

4 

50 

753 

50.6 

5.10 

3,53 

6.20 

o  >to 

1  C  A 

'ont 

12 

44 

25 

15 

1 .68 

3.79 

671 .1 

21 

39 

789 

29.2 

3.40 

2.91 

3.76 

3.59 

4.2 

el  hard 

1 2 

30 

1 6 

15 

0.80 

2.71 

44.9 

58 

52 

193 

40.9 

1 .57 

1 .94 

1 .91 

2.20 

2.7 

12 

24 

9 

1 3 

0.60 

2.53 

1 1 8.3 

1 

40 

294 

33.8 

1 .95 

1 .81 

2.09 

2.04 

4.4 

ro 

12 

33 

1 2 

20 

0.64 

1 .95 

1 9.0 

83 

54 

94 

106.2 

0.83 

1 .68 

1 .52 

0  y<  1 
Z.4  1 

1  1  A 

1  1  .O 

t  iMIcciccinm 

06 

9 

10 

33 

0.30 

3.33 

19.6 

1 

58 

124 

40.6 

0.22 

0.27* 

0.15 

0.48 

6.3 

eport'McMoRan 

1  o 
1  z 

8 

z4 

2.50(c) 

5.95 

73.0 

37 

55 

257 

57. 1 

5.22 

1  70 
1  ./Z 

A  OO 

4.yz 

1.96 

14.3 

/LJ    B  1 
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>ca-Cola  Enterprises 

12 

13 

12 

52 

0.05 

0.38 

115.1 

-16 

43 

106 

32.1 

0.65 

0.25 

0.38 

0.44 

27,3 

>ors  (Adolph) 

12 

19 

30 

15 

0.50 

2.60 

37.4 

-6 

30 

150 

84.2 

1.05 

1.32 

0.78 

1.60 

14.4 

spsiCo 

1 2 

30 

7 

20 

0.48 

1 .62 

789.4 

1 4 

56 

91 1 

57.6 

1 .37 

1 .49 

1 .93 

1.78 

2.8 

:RS0NAL  CARE 

lOUP  AVERAGE 

46 

13 

20 

1.18 

2.68 

76.7 

22 

55 

289 

56.7 

2.59 

2.59 

3.45 

3.11 

3.2 

berto-Culver 

09 

26 

8 

24 

0.22 

0.85 

28.2 

-23 

19 

100 

19  6 

1  30 

1 .06* 

1.59 

1  TO 

1  .07 

1  4 

iron  Products 

12 

39 

3 

13 

1  40(cl 

3.60 

71 ,5 

66 

73 

341 

1 35.3 

2.81 

2.93 

2.72 

3  45 

0  A 

z  ,o 

lemed 

12 

26 

1 4 

28 

2.00 

7.80 

9.9 

36 

59 

64 

63.4 

1 .60 

0.92 

1 .58 

1  1  ./ 

orox 

06 

37 

15 

38 

1 .56 

4.20 

54.2 

-1 

49 

298 

44.1 

2.80 

0.98* 

1  65 

2.86 

1 .4 

>lgate-Palmolive 

12 

42 

7 

1 7 

1 .06 

2.5 1 

1 35.4 

1 7 

5 1 

508 

60,4 

2,28 

2.55 

6.22 

2.90 

1 .7 

olab 

12 

30 

14 

17 

0.70 

2.30 

23.7 

44 

67 

166 

515 

1,95 

1.83 

0.92 

2.15 

4.7 

llette 

12 

43 

5 

22 

0.62 

1.45 

219  0 

53 

68 

590 

66.4 

1.60 

1.94 

5  36 

2.29 

17 

elene  Curtis  Industries 

02 

36 

16 

18 

0.20 

0.55 

9.7 

42 

44 

67 

49.1 

0.70 

1.98 

1.38 

2.32 

2,2 

tl.  Flavors  &  Fragrances 

12 

89 

23 

20 

2.40 

2.70 

38.2 

20 

56 

371 

45.9 

4.1 1 

4.41 

5.26 

4.92 

1.6 

CH 

04 

59 

30 

1 1 

1.00 

1.70 

8.3 

9 

37 

78 

17.6 

5.19 

5.15 

7.08 

5.70 

0.0 

octer  &  Gamble 

06 

81 

18 

16 

2.00 

2.47 

338.3 

-9 

44 

777 

42,0 

4.49 

4  92* 

6.93 

5.14 

2.5 

anhome 

12 

34 

1 1 

14 

0.92 

2.68 

19.7 

3 

72 

144 

83  4 

2.55 

2.41 

3.21 

2.97 

5.1 

mbrands 

12 

59 

6 

23 

1 ,20 

2.03 

41.1 

35 

82 

248 

58.4 

2  30 

2.53 

0.97 

3.1 1 

1.6 

>BACCO 

ROUP  AVERAGE 

35 

9 

17 

1.03 

3.17 

266.7 

96 

39 

337 

48.2 

3.50 

2.38 

2.75 

2.85 

4.6 

merican  Brands 

12 

39 

19 

10 

1.75 

4.53 

202.4 

-6 

54 

535 

42.0 

2.99 

3,87 

4,64 

4.40 

3.9 

-ooke  Group 

12 

7 

-16 

14 

0.56 

8,62 

1 1.3 

160 

19 

30 

33.4 

15  69 

0,48 

1  90 

0.51 

2.0 

breli  Brothers 

06 

29 

7 

18 

0.48 

1.66 

13.2 

190 

38 

49 

89.5 

1.1  1 

1.60* 

1,68 

1.93 

5.2 

lilip  Morris 

12 

68 

13 

15 

2.10 

3.10 

926.3 

31 

61 

1315 

49.5 

3.83 

4.65 

5  92 

5  65 

2.1 

IR  Nabisco  Holdings 

12 

10 

5 

31 

0.00 

0.00 

850.4 

NA 

1 1 

233 

NA 

-1.19 

0.32 

0.27 

0.63 

12.7 

andard  Commercial 

03 

26 

15 

1 1 

0.52 

2.04 

8.2 

135 

25 

31 

30.1 

1.41 

2.38 

1.74 

2.93 

NM 

niversal 

06 

52 

25 

15 

1  52 

2.94 

16.4 

118 

50 

116 

58.0 

2.22 

3.43* 

2.99 

4.01 

4.2 

ST 

12 

54 

4 

23 

1.32 

2  47 

105.8 

46 

53 

385 

35.2 

1  96 

2.32 

2.85 

2.73 

2.2 

ONTAINERS  &  PACKAGING 


DUSTRY  AVERAGE 

31 

19 

26 

0.64 

2.44 

32.7 

33 

47 

144 

54.7 

1.90 

0.73 

2.40 

2.20 

24.7 

LASS,  METAl  APLASTIC 
ROUP  AVERAGE 

50 

24 

16 

0.61 

1.85 

21.3 

81 

44 

144 

43.1 

2.52 

3.06 

3.08 

3.52 

8.6 

all 

12 

33 

19 

14 

1.20 

3.65 

25.6 

42 

56 

157 

50.4 

2.03 

2.40 

1  82 

2.75 

9.8 

snstar  International 

12 

34 

16 

14 

0.64 

1.89 

9.3 

153 

36 

58 

37.7 

1.83 

2.38 

2.59 

2.6! 

10.3 

rown  Cork  &  Seal 

12 

83 

36 

19 

0.00 

0.00 

29.0 

47 

41 

217 

41.4 

3.71 

4.40 

4.84 

5.19 

5.8 

»PER 

ROUP  AVERAGE 

25 

17 

30 

0.64 

2.63 

36.5 

17 

48 

144 

58.6 

1.69 

-0.05 

2.14 

1.76 

30.7 

emis 

12 

38 

12 

19 

0.84 

2.24 

25.5 

27 

41 

154 

27.9 

1.98 

2.00 

2.63 

2.33 

3.4 

ideral  Paper  Board 

12 

25 

22 

1 1 

1.00 

4,04 

40.7 

36 

63 

252 

1 17.0 

2.58(b) 

2.23 

4.08 

2.66 

10.9 

aylord  Container 

09 

3 

1 

NM 

0.00 

0.00 

15.5 

0 

4 

13 

29,4 

-1.47 

-11.68* 

NA 

-1.00 

141.0 

>ngview  Fibre 

10 

12 

7 

37 

0,52 

4  43 

51.7 

16 

30 

125 

34.6 

1.13 

0.32* 

0.63 

0-87 

20.7 

ashua 

12 

19 

21 

25 

0,72 

3.74 

6.3 

-44 

65 

57 

86.4 

2.73 

0.77 

1.17 

2.46 

7.7 

9noco  Products 

12 

31 

13 

14 

0  92 

2.94 

43.2 

-4 

27 

125 

26  1 

1.16 

2.16 

2.1 1 

2.57 

8.6 

\.  Joe  Paper 

12 

32 

27 

49 

0,20 

0.62 

30.5 

16 

89 

69 

9.8 

1.35 

0.65 

0.70 

1-00 

0.0 

^one  Container 

12 

20 

23 

69 

0-72 

3.60 

60.3 

75 

46 

198 

144.9 

1.59 

0.29 

0.93 

1.09 

46.8 

imple-lnland 

12 

42 

28 

15 

0.88 

2.10 

54.9 

33 

71 

304 

51  1 

4.20 

2.82 

4.91 

3.87 

6.5 
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Sure,  he  could  change  straw  into  gold 

But  could  he  convert 
accounts  receivables  into  cash? 


With  a  good  suit,  a  nice  tie  and  possibly  a  decent  haircut,  Rumplestiltski 
would  have  made  an  excellent  Continental  banker. 
Or  would  he? 

Certainly,  we'd  be  foolish  not  to  snatch  up 
someone  who  could  spin  gold— real,  honest 
to-goodness,  24-carat  gold-out  of  straw 

But  what  if  we  asked  Rumplestilt- 
skin  to  do  something  really  tricky?  Like 
liquify  small  ticket  leases.  Or  liquify 
anything  that  goes  beyond  auto  loans,;^ 
mortgages  and  credit  cards. 

Well,  if  Rumplestiltskin  were  indeed  trained  as  a 


iseou 


Continental  banker  he  would  most  defmitely  be  competent  at  structuring  nc 
traditional  arrangements  to  liquify  nearly  any  asset. 

After  all,  we've  been  securely  securing  securitized  products  for  our  custome 


iwrelai 

can  D' 


r  more  than  25  years— as  long  as  anyone  in  the  business.  In  fact,  more  customers 
;e  our  securitized  products  than  just  about  any  other  bank  in  the  business. 

Moreover,  we  consistently  rank  with  the  leaders  in  volume  of  privately  placed, 
asset-backed  capital  products.  (It  is  our  unbiased,  unpreju- 
diced and  unswerving  opinion  that  we  are  the  premier 

N.     .     .  .  . 

institution  serving  the  middle  market  today.  While 

also  compiling  a  long  list  of  large  corporate  customers.) 
And  our  business  focus  has  allied  us  with 
a  long  list  of  qualified  investors  and  syndicated  bank 
groups.  Hence,  we  can  quickly  fmd  the  appropriate 
outlet  for  liquifying  all  kinds  of  assets. 

So  you  see,  in  a  very  real  sense.  Continental 
Bank  already  has  its  share  of  modern  day 
Rumplestiltskins.  That  is,  those  who  can 
turn  something  common  into  something  precious.  Its  not 
the  kind  of  expertise  you  can  bank  on  at  every  bank. 
Now,  to  get  a  Continental  banker  spinning  plans  for  you,  just  contact 
)ur  relationship  manager.  If  you're  looking  for  an  inventive  way  to  secure  capital, 

e  can  promise  you  a  fairy  tale  ending.  ContlnGlltdl  Bsillc 

A  new  approach  to  business". 


©  1991  Continental  Bank  N.A  ,  231  South  LaSalle  Street,  Chicago.  IL  60697  Domestic  offias:  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Miami,  New  York.  Major  oveneaf  offices:  London,  Tokyo. 


COMPANY 


BOOK  Pi  1991 

RECENT   VALUE  RATIO  DIVI- 

SHARE      PER  1991  DEND 

FY         PRICE     SHARE  EST,  RATE 


^HRS. 
OUT, 
MUS 


1991 
MARKET 
VALUE 
CHANGE 

% 


EARNINGS  PER  SHARE 

1992  ESTIMATES 


1991 

INSTITUTIONAL  turn 
HOLDINGS  OVER 


1990 
AaUAL 


1991 
ANALYST 
EST 


BASED  fROM  ANALYSTS 

ON  VARIA- 

5-YEAR  CON-  T10N 

TREND  SENSUS  % 


DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  AVERAGE 

38 

12 

20 

0.43 

1.41 

94.4 

64 

48 

226 

90.7 

1.34 

1.67 

2.07 

2.04 

12.4 

AutoZonG 

08 

51 

5 

39 

0.00 

0.00 

34.0 

NA 

10 

60 

NA 

0.77 

1.31* 

NA 

1 .60 

2.5 

Burlington  Coat  Factory 

06 

18 

14 

13 

0.00 

0.00 

17.7 

77 

31 

44 

21.8 

1.35 

1.40* 

1.53 

1.64 

6.7 

Caldor 

01 

14 

10 

9 

0.00 

0.00 

14.0 

NA 

73 

58 

NA 

0.38 

1.51 

NA 

2.21 

4.5 

ft  t 

Carter  Hawley  Hale  Stores 

01 

2 

-1 1 

19 

0.00 

0.00 

30,3 

-54 

17 

36 

51.6 

-0.37 

0,08 

0.06 

0.13 

138.5 

EJM( 

01 

2 1 

1 9 

0  1 2 

0  57 

50  3 

89 

59 

1 93 

204  7 

0  79 

1  08 

0  93 

1  27 

5  5 

'  ' 

Consolidated  Stores 

01 

1  1 

3 

28 

0,00 

0.00 

45,8 

155 

62 

103 

1  17.7 

0.10 

0.37 

0.18 

0.57 

14.0 

I-  1 

Costco  Wholesale 

08 

48 

8 

43 

000 

0,00 

76,7 

121 

60 

238 

186.8 

0.70 

1.1 1* 

2.29 

1.40 

2.1 

Dayton  Hudson 

01 

57 

29 

12 

1,44 

2,51 

71,2 

0 

80 

463 

84.5 

5.41 

4.80 

6,86 

5.85 

8.0 

i 

Dillard  Department  Stores 

01 

1 26 

40 

21 

0.24 

0,19 

37  1 

45 

49 

420 

73,1 

5.01 

6.08 

7.45 

7.20 

2.2 

i 

Dollar  General 

01 

20 

7 

21 

0,20 

1,01 

20.3 

169 

40 

82 

170  4 

0.73 

0.95 

1.37 

1.11 

4.5 

.  \ 

Edison  Brothers  Stores 

01 

30 

17 

10 

1  04 

3.48 

21.5 

33 

45 

116 

44.6 

2.78 

3.08 

3.69 

3.60 

5.6 

i. 

Family  Dollar  Stores 

08 

28 

8 

19 

0.44 

1  57 

27.9 

142 

53 

126 

78.5 

1.04 

1.45* 

1.22 

1.65 

2.4 

12 

25 

1  4 

1 2 

0.32 

1  27 

23.0 

57 

NA 

NA 

55.9 

1 .96 

2.13 

NA 

2.49 

2.4 

Gap 

01 

53 

4 

35 

0  32 

0,61 

142.2 

220 

45 

360 

85.7 

1.02 

1.52 

1.62 

1.84 

3.8 

Hechinger 

01 

1 1 

12 

14 

0  16 

1,41 

41,7 

73 

36 

93 

141.3 

0.65 

0.33 

0.72 

1.00 

11.0 

Home  Depot 

01 

60 

7 

52 

0.12 

0.20 

209.6 

180 

59 

535 

85.9 

0.90 

1.17 

1.82 

1.51 

4.0 

Home  Shopping  Netv/ork 

08 

5 

2 

NM 

0,00 

0,00 

87,2 

34 

21 

68 

47.6 

0.35 

-0.09* 

NA 

0.43 

7.0 

Jamesway 

01 

4 

8 

36 

0.00 

0,00 

13.9 

71 

35 

27 

72.0 

-1.55 

0.10 

0.09 

0.08 

137.5 

Kmart 

01 

39 

27 

10 

1.76 

4.56 

201.0 

37 

77 

661 

70.3 

3.78 

3.95 

3.47 

4.38 

3.0 

Lands'  End 

01 

26 

6 

21 

0.20 

0.78 

18.8 

77 

20 

49 

30.0 

0.75 

1.21 

0.99 

1.50 

12.7 

01 

25 

5 

21 

0.28 

1 .13 

361 .3 

39 

51 

498 

75  0 

1.10 

1.17 

1 .41 

1 .53 

7.8 

; 

Lowe's 

01 

27 

20 

17 

0.56 

2.07 

36.5 

9 

48 

188 

67.8 

1.91 

1.55 

1.94 

1.99 

10.6 

May  Department  Stores 

01 

51 

21 

13 

1.62 

3.19 

123  5 

19 

66 

527 

38.7 

3.88 

4.04 

4.75 

4.63 

3.5 

i 

Melville 

12 

42 

15 

12 

1,44 

3,46 

103  2 

-1 

75 

471 

39.1 

3,59 

3.41 

4.22 

4.08 

5.1 

01 

36 

32 

1  1 

1  02 

2  80 

36  8 

21 

39 

221 

26  3 

3.36 

3.38 

3.56 

3.76 

3.2 

Merry-Go-Round  Enterprises 

01 

12 

4 

15 

0,05 

0.46 

53.3 

7 

71 

186 

153.6 

0.73 

0.76 

1.19 

0.96 

6.3 

Meyer  (Fred) 

01 

22 

14 

12 

0.00 

0,00 

22,6 

73 

28 

64 

56.1 

1.37 

1.76 

1.77 

1.98 

5.6 

r\ 

Neiman  Marcus  Group 

07 

1 1 

-1 

NM 

0.20 

1.84 

34.5 

-17 

32 

66 

15.1 

0.12 

-0.45* 

NA 

0.36 

33.3 

P 

01 

35 

1  ] 

1 9 

0.32 

0  92 

81  8 

56 

39 

259 

1 37,4 

1 .42 

1 .79 

1 .99 

2.14 

5. 1 

1 

Penney  (J.  C.) 

01 

49 

31 

12 

2.64 

5  43 

1  16,6 

10 

63 

530 

52,0 

4.59 

3.93 

5,08 

5.01 

8.0 

V 

Pep  Boys-Manny,  Moe  &  Jack 

01 

17 

6 

24 

0.13 

0.75 

55.6 

74 

54 

210 

108,6 

0.67 

0.71 

0.76 

0.88 

5.7 

Petrie  Stores 

01 

20 

14 

37 

0.20 

1.00 

46.7 

22 

21 

100 

36  6 

0.06 

0.54 

0.14 

0.67 

17.9 

01 

20 

7 

1 9 

0  00 

0  00 

30  5 

1 1 8 

63 

93 

1 99  8 

0  52 

1  08 

0  74 

1 .30 

5  4 

.1 

Price 

08 

56 

1 6 

2 1 

0  00 

0.00 

48  5 

43 

68 

286 

1 95  4 

2.47 

2.68* 

3.38 

2.94 

3.7 

\V 

QVC  Network 

01 

13 

12 

28 

0.00 

0.00 

17.8 

220 

24 

34 

163.9 

-0.98 

0.47 

NA 

0.83 

16.9  1 

r 

Rose's  Stores 

01 

5 

9 

28 

0.00 

0.00 

18.6 

54 

14 

23 

58.4 

-1.46 

0.18 

0.14 

0.45 

0.5  1 

Ross  Stores 

01 

15 

6 

14 

0.00 

0.00 

23.6 

152 

48 

72 

223.6 

0.72 

1.03 

1.30 

1.21 

Sears,  Roebuck 

12 

35 

38 

10 

2.00 

5  65 

344.0 

40 

59 

556 

43.9 

2.60 

3.69 

3.11 

4.38 

'° 

Service  Merchandise 

12 

1 1 

0 

9 

0,00 

000 

65.5 

118 

61 

1 10 

90.3 

0.93 

1.19 

1.60 

1.43 

4.9 

Spiegel 

12 

14 

9 

15 

0,36(c) 

2.62 

52.0 

2 

8 

51 

18.1 

1.18 

0.89 

1.14 

1.30 

5.4 

Strawbridge  &  Clothier 

01 

22 

25 

9 

1.10(d) 

5.03 

9.5 

19 

31 

61 

28.5 

1.82 

2.42 

2.33 

3.25 

0.0 

TJX 

01 

15 

4 

13 

0.46 

3.17 

69.8 

33 

85 

222 

75.1 

1.06 

1.14 

0.91 

1.41 

5.0 

Toys  R'  Us 

01 

28 

7 

23 

0,00 

0.00 

288.8 

25 

61 

592 

64.3 

1.11 

1.22 

1.59 

1.52 

4.6 

U.  S.  Shoe 

01 

13 

1 1 

13 

0,52 

4.16 

45.3 

32 

66 

141 

116.5 

-0.61 

0.96 

1.05 

1.42 

15.5 

( 

Value  City  Department  Stores 

07 

18 

4 

16 

000 

0.00 

30.5 

NA 

9 

25 

NA 

0.65 

1.16- 

NA 

0.92 

0.0 

Venture  Stores 

01 

22 

6 

9 

054 

2.45 

16.2 

166 

57 

155 

203.7 

2.06 

2,38 

NA 

2.63 

1.1 

Wcban 

01 

16 

1  1 

16 

0,00 

0.00 

28.7 

48 

64 

121 

164.0 

0.64 

1,02 

NA 

1.28 

6.3 

Wal-Mart  Stores 

01 

49 

5 

35 

0  17 

0,35 

1 148.4 

64 

29 

819 

26,3 

1.14 

1.40 

1  89 

1.72 

1.7 

Wociworth 

01 

25 

18 

12 

1.08 

4.26 

130.4 

-16 

66 

423 

70.9 

2  45 

2.06 

2.60 

2.71 

10.7 

9  ELECTP^SCALft  ELECTRONICS 


INDUSTRY  AV  £.4GE 


31 


22 


21 


0.69 


2.19  64.2 


20 


61     265  78.4 


1.77 


1.S9      3.23      2.62  12.9 


(a)  ELECTRICAL  PRC  i;TS 


GROUP  AVERAGE 

32 

15 

18 

1.00 

2.98 

91.0 

15 

54 

299 

48.0 

1.45 

1.70 

2.73 

2.22 

9.8 

Cooper  Industries 

12 

50 

27 

17 

1,16 

2,30 

1  10.8 

24 

63 

492 

39.0 

2,81 

3.04 

3.70 

3.50 

3.1 

Emerson  Electric 

09 

47 

14 

17 

1  38 

2,93 

224,0 

25 

65 

677 

31,1 

2,75 

2.83* 

3.25 

3.10 

2.6 

Genlyte  Group 

12 

5 

5 

27 

0,00 

0.00 

12.7 

30 

33 

37 

71.2 

0,55 

0,20 

NA 

0.67 

16.4 

Hubbell 

12 

53 

17 

17 

1, 56(d) 

2.96 

29,6 

25 

48 

212 

13.7 

2,88 

3.04 

3.50 

3.35 

1.8 

MogneTek 

06 

13 

7 

9 

0,00 

0.00 

23,0 

21 

37 

72 

57.2 

1  40 

1.47* 

3  06 

1.58 

5.7 

National  Service  Industries 

08 

21 

13 

32 

0.96 

4.57 

49.5 

-18 

55 

196 

29.0 

2.02 

0.65* 

1,07 

1.56 

1 1.5 

Raychem 

06 

32 

18 

NM 

0.32 

0.99 

38.2 

55 

72 

209 

63.0 

-3.12 

-0.63* 

NA 

0.70 

28.6 

Thomas  &  Betts 

12 

53 

21 

18 

2.24 

4.21 

17.1 

13 

67 

223 

41,0 

2.84 

2.90 

3.15 

3.36 

5.4 

Westinghouse  Electric 

12 

16 

14 

9 

1.40 

8.89 

314.3 

-40 

49 

577 

86,8 

0.91 

1.76 

1.38 

2.13 

13.1 

(b)  ELECTRONICS 

GROUP  AVERAGE 

42 

40 

21 

0.77 

2.12 

48.0 

7 

71 

291 

81.4 

3.56 

3.05 

3.82 

4.26 

"1 

E-Systems 

12 

36 

22 

11 

0.75 

2  11 

32.4 

8 

58 

238 

82.3 

3.02 

3,37 

3.76 

3.77 

GM  Hughes  Electronics 

12 

15 

113 

13 

0.72 

4.68 

71.4 

-30 

NA 

NA 

4.5 

1.82 

1,14 

1.47 

1.67 

6.0 

Harris 

06 

24 

26 

48 

1.04 

4.38 

39.1 

20 

70 

228 

68,0 

3.30 

0,50* 

1.21 

2.43 

7.8 

Utton  Industries 

07 

89 

58 

31 

0.00 

0,00 

19.8 

8 

74 

180 

65,0 

7.26 

2,89* 

5.75 

8,10 

4.3 

.-.oral 

03 

36 

29 

9 

0.96 

2.69 

31.1 

29 

75 

260 

97,8 

3.55 

3.98 

4.22 

4.44 

2.9 

MotQrola 

12 

60 

34 

17 

0.76 

1.27 

132.1 

14 

73 

644 

89  7 

3.80 

3.43 

5.09 

4.27 

8.0  ' 
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INVESTMENT  SCOREBOA 


We're  Helping 

Business  Ihiveffers 
FlyMA 
Better  Circle. 


Continental 


Enjoy  First  Class 

For  The  Price  Of  Coach. 

On  most  other  airlines,  an  unrestriaed 
coach  fare  gets  you  a  coach  seat.  But 
on  most  domestic  Continental  flights, 
an  unrestricted  coach  fare  gets  you 
a  confirmed  First  Class  seat. 
And  it  won't  cost  you 
any  more  than  the 
normal  business 
fare  you're  used 
to  paying. 
In  Continental's 
First  Class,  you'U 
not  only  experience 
the  comfort  of  a  room- 
ier seat  and  greater  pri- 
vacy you'll  also  enjoy  special 
check-in,  pre-boarding  privi- 
leges, plus  specially  prepared 
meals  v^ith  complimentary  wines 
and  cocktails. 

You  can  fly  in  a  better  circle  on 
most  of  Continental's  over  1300  flights 
throughout  the  mainland  U.S. 

Earn  Free  Travel  Faster 
WithOnePass!" 

As  a  OnePass  member,  you'll  earn 
mileage  in  the  Frequent  Flyer  program 
voted     in  the  business.  If  you  don't 
already  belong,  you  can  enroll  when 
you  make  your  reservation,  and  start 
earning  mileage  immediately! 

Simply  caU  your  travel  agent  or 
your  corporate  travel  planner  and  ask 
for  Continental's  A-Fare.  Or  call 
Continental  at  1-800-525-0280. 


One  Airline  Can 
Make  A  Diff erence." 


Available  between  most  mainland  U.S.  cities  except  between  LaGuardia/Newark  to  Houston,  or  between  Los  Angeles,  San  Francisco, 
Washington  National  or  Boston  airports  to  Houston.  Certain  flights  between  New  York  and  Los  Angeles,  Seattle  or  San  Francisco 
and  select  other  flights  may  be  operated  with  3  class  equipment  resulting  in  a  confirmed  seat  in  Business  Class— ask  for  details. 

©  1992  Continental  Airiines,  Inc. 


Three  who  make  a  difference: 
Announcing  the  1991  winners  of  the 
McGraw  Prize  in  Education. 


The  Harold  W.  McGraw,  Jr 
prize  was  established  in 
1988,  in  celebration  of 
McGraw-Hill's  100th 
anniversary  and  in  honor 
of  our  chairman  emeritus. 

Each  year,  up  to 
three  $25,000  prizes  are 
awarded  to  people  who 
have  made  a  difference  in 
education. 

For  1991,  the  Board 
of  Judges  selected  these 
three  individuals  for  distin- 
guished contributions  to  the 
advancement  of  education . 


Dr.  Judith  Lanier 


Improved  teacher  edu- 
cation is  integral  to  educa- 
tion reform.  And  Michigan 
State  University's  School  of 
Education  has  become  a 
world  center  for  research  on 
teaching  and  teacher  educa- 
tion under  the  leadership  of 
its  dean,  Judith  Taack  Lanier 


Dr  Lanier  is  the 
president  and  driving  force 
behind  the  Holmes  Group,  a 
con.sortium  representing  100 
of  the  nation's  top  research 
universities  dedicated  to 
improving  learning  in  schools 
through  research  and  develop- 
ment and  high  quality  teacher 
preparation. 

Her  work  on  the 
national  level  is  paralleled  by 
her  efforts  to  raise  standards 
for  teacher  education  and 
teaching  in  Michigan  through 
the  Michigan  Partnership  for 
New  Exlucation,  a  collabora- 
tion between  education, 
govemment  and  business  that 
focuses  on  increased  levels  of 
learning  for  all  students. 


Dr.  Robert  H.  McCabe 


Robert  H.  McCabe 
has  shaped  Miami-Dade 
Community  College  into  an 
institution  that  fulfills  the  role 
of  the  American  community 
college:  giving  every  individ- 
ual—the underprepared  as 
well  as  those  with  superior 
skills  —  the  opportunity  for 
quality  higher  education. 

Under  Dr  McCabe's 
leadership,  Miami-Dade  has 
reformed  its  total  educational 
program,  raised  student 
expectations  and  achieve- 
ment, and  developed  compre- 
hensive processes  to  improve 
the  entire  teaching/learning 
environment. 

Dr  McCabe  is  an  inno- 
vator who  has  helped  chart 


the  course  for  the  American 
community  college  move- 
ment. His  contributions  have 
placed  Miami-Dade  in  the 
ranks  of  the  nation's  best  insti- 
tutions of  higher  education. 


Dr  Theodore  R.  Sizer 


No  two  good  schools 
are  ever  alike.  Yet  successful 
schools  share  powerful 
guiding  ideas  that  underpin 
their  programs  with  students. 

These  ideas  have  been 
distilled  into  a  set  of  common 
principles  by  Theodore  R. 
Sizer  of  Brown  University, 
founder  of  the  Coalition  o'i 
Essential  Schools.  The  funda- 
mental purpose  of  schooling 
is  intellectual,  according  to 
Dr  Sizer;  all  students  must 
learn  to  use  their  minds  well. 
School  programs  must  estab- 
lish the  essential  skills  stu- 
dents should  master  to  gradu- 
ate. Education  must  be  per- 
sonalized to  engage  students 
so  they  are  not  mere  recipients 
of  instructional  services. 

Since  1984.  the 
Coalition  has  been  building  a 
network  of  .schools  which 
subscnbe  to  these  principles, 
increasing  attendance  and  the 
number  of  students  continu- 
ing their  education  while 
lowering  dropout  rates. 

For  more  information, 
write  to  The  Harold  W. 
McGraw,  Jr.  Prize  in 
Education,  McGraw-Hill,  Inc., 
1221  Avenue  of  the  Americas, 
New  York,  NY  10020. 


EARNINGS  PER  SHARE 


BOOK 
RECENT  VALUE 


COMPANY 

FY 

PRICE 

SHARE 

Raytheon 

12 

79 

48 

SCI  Systems 

06 

7 

9 

Varian  Associates 

09 

36 

23 

PE 
RATIO 
1991 

EST, 


1991 
DIVI- 
DEND 
RATE 


SHRS, 
OUT, 
MILS, 


1991 
MARKF 
VALUE 
CHANGE 


1992  ESTIMATES 


1991 

INSTITUTIONAL  turn 
HOLDINGS  OVER 


BASED  FROM  ANALYSTS 
1991          ON  VARIA. 

1990        ANALYST      5-YEAR  CON-  TION 

AQUAL  EST,         TREND  SENSUS  % 


9 
41 
12 


2.40 
0.00 
0.32 


3.03 
0.00 
0.90 


66.4 
21.0 
19.1 


15 
-21 
18 


71 
62 
75 


549  73.2 
75  128.3 
154  ,124.0 


8.53 
0.1 1 
0.64 


8.99  10.67 
0.16*  0.12 
2.95*  2.04 


9.72 
0.61 
3.35 


2.1 
14.8 
2.1 


I  INSTRUMENTS 
CROUP  AVERAGE 


26 


18 


14 


0.61 


2.54 


32.7 


23 


61      188  64.5 


1.55 


0.98  3.46 


2.09  16.7 


Ametek 

Beckman  Instruments 
ESCO  Electronics 
Honeywell 


12 
12 
09 
12 


13 
17 
7 
59 


5 
1 1 
43 
25 


15 
12 
NM 
13 


0  68 
0.28 
0.00 
1.65 


5.44 
1.70 
0.00 
2.78 


44.0 
29.1 
1 1.2 
69.7 


32 
1  1 
29 
31 


47  134 

69  140 

41  104 

74  430 


28.8 
43.8 
99.5 
70.6 


0.85 
1.26 
-0.20 
4.90 


0.86 
1.36 
-6.03* 
4.68 


0.85 
1.25 
NA 
16.67 


1.02 
1.57 
0.14 
5.17 


2.9 
5.7 
114.3 
3.1 


Imo  Industries 
Johnson  Controls 
Millipore 


12 
09 
12 


12 
32 
35 


20 
22 
16 


12 
15 
16 


0.50 
1.24 
0.48 


4.35 
3.91 
1.36 


16.9 
39.5 
27.9 


4 

27 

-2 


51 
59 
70 


78 
223 
237 


43.9 
46.5 
60.7 


1.20  0.98 
2.05(b)  2.11* 
1.00  2.16 


1.03 
2.11 
1.73 


1.45 
2.61 
2.46 


15.2 
6.9 
3.7 


Perkin-Eimer 
Tektronix 
Thermo  Electron 


07 
05 
12 


28 
17 
41 


15 
18 


NM 
9 
21 


0.68 
060 
0.00 


2.40 
3.50 
0.00 


33.7 
29.5 
25.7 


35 
-6 
73 


70  203 
69  194 
48  137 


76.4 
106.1 
68.5 


1.10 
1  66 
1.65 


-0.08* 
1.83 
1.93 


NA 
1.79 
2.28 


1.72 
2.52 
2.23 


4.7 
4.4 

6.3 


Id)  SEMICONDUCTORS 
CROUP  AVERAGE 


22 


12 


33 


0.31 


0.77  95.5 


37 


59     299  133.7 


0.22 


0.47      2.32      1.78  21.2 


Advanced  Micro  Devices  1 2 

AMP  12 

Analog  Devices  10 

Intel  12 


14 
51 


41 


17 
8 
21 


22 
21 
44 
1 1 


0.00 
1.44 
0.00 
0.00 


0.00 
2.81 
0,00 
0.00 


83.9 
105.7 

47.2 
202.6 


200 
18 
14 
8 


42  188  281.7 

75  515  42.6 

64  103  71.9 

71  714  255.5 


-0.78 
2.70 

-0.28 
3.20 


0.64 
2.50 
0.17* 
3.84 


NA 
3.17 
0.22 
5.58 


1.20 
2.94 
0.74 
4.10 


22.5 
4.8 

17.6 
7.3 


LSI  Logic  12  7        7      37       0  00       0.00       43  2        21       47       74      68.3     -0.80       0.20      0.32       0.52  21.2 

Notional  Semiconductor  05         6        5       61       0.00       0  00     103.9        27       51      157    101.4     -1.55        0.09         NA      0.70  25.7 

Texas  Instruments  12        28       21      nm       0  72       2.58       82.1       -26       65     340     114.5     -0.92      -4  16         NA       2.26  49.6 


10  FOOD 


INDUSTRY  AVERAGE 


30 


19 


0.63 


2.04  67.6 


16 


41     189  46.3 


1.72 


1.91  2.30 


2.20 


5.8 


loj  FOOD  DISTRIBUTION 


GROUP  AVERAGE 

24 

13 

14 

0.57 

2.48 

33.3 

3 

51 

156 

50.4 

1.80 

1.83 

2.26 

2.05 

6.3 

Fleming 

12 

35 

28 

1 1 

1.20 

3.47 

35.4 

14 

69 

251 

76  9 

3.06 

3.26 

3.91 

3.60 

4.7 

Nash  Finch 

12 

17 

16 

10 

0.70(c) 

4.12 

10.9 

-1 

31 

49 

28.4 

1.64 

1.75 

1  67 

1.97 

3.0 

Rykoff-Sexton 

04 

18 

16 

14 

0.60 

3.29 

1 1.6 

15 

58 

55 

36.9 

1.19 

1.29 

1.29 

1.37 

18.2 

Smart  &  Final 

12 

17 

1 

17 

0.00 

0.00 

8.3 

NA 

23 

23 

NA 

1.14 

097 

NA 

1.02 

2.9 

Super  Food  Services 

08 

14 

12 

12 

0.34 

2.47 

10.8 

-15 

64 

67 

58.7 

1.60 

1.13* 

1.51 

1.47 

9.5 

Super  Volu  Stores 

02 

26 

14 

12 

0.72 

2.78 

75.3 

9 

64 

297 

46.9 

2  06 

2  18 

2  62 

2.41 

4.6 

Sysco 

06 

40 

10 

24 

0.28 

0.69 

92.9 

21 

56 

372 

45.7 

1.45 

1.67* 

2.09 

1.94 

1.5 

Wetterou 

03 

23 

11 

10 

0.68 

2.99 

21.2 

-23 

40 

136 

59.4 

2.23 

2.36 

2.71 

2.59 

6.2 

(b)  FOOD  PROCESSING 


GROUP  AVERAGE 

39 

12 

24 

0.83 

2.25 

83.5 

17 

42 

240 

47.8 

1.90 

2.21 

2.56 

2.57 

5.4 

Archer  Daniels  Midland 

06 

27 

13 

18 

0.10(d) 

0.37 

303,1 

22 

52 

520 

56.1 

1.55 

1.49* 

1.95 

1.76 

4.5 

Borden 

12 

30 

13 

13 

1.14 

3.82 

147.5 

0 

51 

476 

48.4 

2.46 

2.36 

2.80 

2.60 

3.5 

Campbell  Soup 

07 

78 

14 

25 

1.16 

1  49 

127.0 

33 

33 

343 

29.9 

0.03 

3.16* 

0.18 

3.84 

2.1 

Chiquita  Brands  International 

12 

41 

18 

16 

0.60 

1.48 

45  6 

28 

77 

178 

78.1 

2.23 

2.55 

2.97 

2.90 

3.4 

ConAgra 

05 

30 

9 

18 

0.54 

1.79 

225.2 

36 

24 

374 

43.5 

1.42 

1.65 

1.91 

1.93 

3.1 

CPC  International 

12 

82 

18 

16 

2  20 

2.70 

75.6 

-2 

61 

534 

55.8 

4.83 

5.24 

6.28 

5.86 

1.5 

Curtice-Burns  Food 

06 

1 1 

12 

25 

0.64 

6.10 

8.9 

-32 

27 

40 

19.2 

0.87(b) 

0.42* 

0.63 

0.80 

12.5 

Dean  Foods 

05 

30 

1 1 

15 

0.56 

1.87 

40.8 

12 

35 

131 

32.5 

1.79 

1.98 

2.34 

2.22 

3.2 

Do!p  rood 

12 

36 

17 

14 

0.40 

1.11 

59  3 

23 

51 

197 

73.1 

2.03 

2,52 

2.64 

3.05 

12.5 

Flows's  industries 

06 

14 

6 

20 

0.69 

4.89 

33.9 

4 

36 

95 

35.0 

0.98 

0.71* 

0  84 

0.94 

6.4 

Genero:  ''•(Is 

05 

65 

7 

21 

1.48 

2.27 

165.6 

34 

61 

589 

34.4 

2.82 

3.04 

3.89 

3.49 

1.7 

Gerber  Psc  '>.i-ts 

03 

69 

1  1 

18 

1,44 

2.10 

37.4 

24 

55 

290 

52.8 

3.00 

3.82 

5.42 

4.31 

2,6 

Heinz  (H.J.) 

04 

37 

9 

17 

1  08 

2.91 

258.8 

7 

48 

520 

40.3 

2.13 

2.17 

2.60 

2.56 

5.5 

Hershey  Foodi 

12 

38 

15 

16 

0.98 

2.58 

90.2 

1 

27 

291 

26.1 

2  39 

2  40 

2.75 

2.68 

2.2 

Hormel  (Geo.  A.) 

10 

20 

7 

18 

0.30 

1.47 

76.8 

7 

18 

87 

19.1 

1.01 

1.13* 

1.41 

1.31 

3.8 

Hudson  Foods 

09 

8 

9 

14 

0.12 

1.45 

13.9 

3 

8 

24 

13.9 

0,60 

0,58* 

0.55 

0.79 

25.3 

IBP 

12 

14 

10 

233 

0.60 

4.29 

47.3 

-33 

36 

103 

123.2 

1.01 

0.06 

0.05 

1.07 

16.8 

Imperial  Holly 

03 

15 

14 

7 

0.48 

3.15 

10.2 

-6 

45 

26 

7.0 

2.13 

2.25 

2.08 

2.35 

NM 

International  Multifoods 

02 

25 

17 

12 

0.80 

3.20 

19  5 

2 

57 

116 

55.9 

1.81 

2  02 

2.34 

2.21 

3.2 

Interstate  Bakeries 

05 

17 

8 

12 

0.1 1 

0.66 

20.9 

NA 

24 

23 

NA 

-1.70 

1.37 

NA 

1.60 

3.1 

Kellogg 

12 

107 

17 

21 

2.24 

2.09 

120.4 

41 

74 

453 

27.2 

4.16 

5.04 

5.44 

5.69 

2.3 

McCormick 

1  1 

41 

9 

21 

0.60 

1.45 

40.1 

61 

47 

173 

81.6 

1.66 

1,93 

2  52 

2.25 

2.2 

Pioneer  Hi-Bred  International 

08 

61 

23 

18 

1.16 

1.92 

30.2 

65 

55 

145 

52.2 

2.33 

3.44* 

3.21 

3.74 

5.6 

Quoker  Oats 

06 

68 

12 

22 

1.72 

2.52 

76.3 

30 

50 

407 

48.7 

2.93 

3.05* 

3.32 

3.55 

1.4 

Ralston  Purina 

.9 

53 

7 

16 

1.07 

2.03 

111.0 

3 

48 

364 

45.1 

3.23 

3.34* 

3.76 

3.84 

3.9 

Sara  Lee 

o.- 

49 

10 

23 

1.00(c) 

2.03 

232.7 

56 

45 

597 

36.8 

1.91 

2.15* 

2.61 

2.43 

1.6 

Savannah  Foods  &  Industries 

12 

16 

8 

10 

0.48 

3.10 

26.8 

-36 

39 

70 

58.6 

1  80 

1.50 

2  82 

1.52 

3.3 

Smithfield  Foods 

04 

17 

7 

9 

0.00 

0.00 

13.8 

93 

38 

60 

161.8 

1.99 

2  00 

2.24 

2.42 

10.3 

1     Tyson  Foods 

09 

19 

6 

18 

0.04 

0.21 

137.4 

22 

12 

106 

52.4 

0.91 

1  05* 

1.33 

1.19 

1.7 

Universal  Foods 

09 

38 

11 

17 

0.84 

2.22 

25.7 

19 

59 

138 

35.3 

1.95 

2.18* 

3.08 

2.45 

1.2 

WLR  Foods 

06 

15 

11 

15 

0.32 

2.08 

10.5 

1 

3 

14 

21.8 

1.67 

1.02* 

1.16 

1.32 

15.9 

f.Vrigley  (Wm.)  Jr. 

12 

63 

1 1 

19 

1.62 

2.58 

392 

23 

23 

203 

15.9 

2.99 

3.25 

4.32 

3.56 

1.7 
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lliS^igiEiFEa[l!IB8S[fig5eEiRfBmiE 


EARNINGS  PER  SHARE  

1992  ESTIMATES 

1991  

BOOK       P  E         1991  MARKET  1991  BASED        FROM  ANALYSTS 

RECENT   VALUE     RATIO       DIVL  5HRS       VALUE       INSTITUTIONAL     JURW  1991  ON  VARIA- 

SHARE      PER        1991       DEND  YIELD  OUT      CHANGE        HOLDINGS        qVER        1990        ANALYST      5-YEAR         CON-  TION 

OJMPANY  FY         PRICE     SHARE      EST        RATE  %  MILS  %  %     NUMBER        %        ACUAL  EST  TREND       SENSUS  % 


OOD  RETAILING 


ROUP  AVERAGE 

20 

9 

14 

0.34 

1.57 

56.6 

19 

36 

120 

42.9 

1.41 

1.47 

1.81 

1.71 

6.3 

Ibertson's 

01 

34 

8 

17 

0.56 

1  66 

132.9 

-8 

38 

381 

43.6 

1.75 

1.95 

2.52 

2.22 

3.2 

merican  Stores 

01 

30 

21 

10 

0  70 

2  36 

69.2 

8 

82 

289 

55.7 

2.64 

2  94 

2  78 

3.26 

5.5 

runo's 

06 

13 

5 

16 

0.20 

1  55 

819 

-16 

34 

145 

87  8 

0  74 

0.82' 

0.99 

0.82 

4.9 

□sey's  General  Stores 

04 

16 

8 

17 

0.12 

0.77 

1 1.0 

202 

44 

44 

128.8 

0  81 

0.90 

0.85 

1.00 

16.0 

agle  Food  Centers 

01 

7 

5 

8 

0.00 

0.00 

1 1.2 

25 

73 

28 

49  8 

-0.16 

0.90 

NA 

1.00 

9.0 

>od  Lion 

12 

21 

2 

32 

0.15 

0.73 

322.4 

56 

6 

96 

13  7 

0.54 

0.65 

0.86 

0.77 

0.0 

iant  Food 

02 

22 

10 

14 

0.66 

3.00 

595 

-22 

30 

199 

33.6 

2  01 

1.61 

2  43 

1.81 

9.9 

reot  Atlantic  &  Pacific  Tea 

02 

26 

33 

1 1 

0.80 

3.03 

38.2 

-40 

36 

178 

36  5 

3.95 

2.48 

3.87 

3.09 

11.0 

annaford  Brothers 

12 

42 

14 

19 

0.52 

1.24 

20.0 

18 

36 

86 

21.6 

2.13 

2.17 

2.79 

2.63 

3.4 

igles  Markets 

09 

7 

8 

10 

0.22 

3.32 

17.9 

-7 

4 

17 

26.9 

0.56 

0.65 

0.69 

0.76 

9.2 

roger 

12 

17 

-32 

14 

0.00 

0.00 

87.6 

24 

39 

228 

68  9 

0.96 

1.27 

1.07 

1.71 

8.8 

arsh  Supermarkets 

03 

16 

1  1 

9 

0.44 

2.84 

7.8 

-1 1 

27 

31 

33.0 

1.65 

1.70 

2.05 

2.15 

NM 

ser  Foods 

06 

9 

5 

8 

0.00 

000 

8  1 

6 

36 

34 

43.8 

0.68 

1.20* 

NA 

1.30 

6  9 

uddick 

09 

14 

10 

12 

0.39(c) 

2.74 

22  9 

49 

58 

53 

21.7 

1  09(b) 

1.17* 

1.33 

1  27 

5.5 

afeway 

12 

16 

3 

13 

0.00 

0.00 

97.5 

58 

16 

99 

47.4 

0.91 

1.20 

NA 

1.45 

2.1 

chultz  Sav-O  Stores 

12 

14 

13 

1  1 

0.12 

0.87 

2.9 

15 

35 

23 

38.8 

1.51 

1.25 

1.37 

1.50 

0.0 

mith's  Food  &  Drug  Centers 

12 

32 

16 

19 

036 

1.14 

30.0 

28 

28 

90 

41.4 

1.36 

1.65 

NA 

1.96 

4.1 

illage  Super  Market 

07 

8 

18 

13 

0  15 

1.82 

2.9 

0 

NA 

NA 

24.5 

1  40 

0.64* 

0.84 

0.65 

NM 

ons 

12 

25 

10 

15 

0.00 

0.00 

43.2 

22 

38 

124 

63.3 

1  28 

1.64 

NA 

2.00 

5.0 

Zeis  Markets 

12 

26 

14 

13 

0.64 

2  49 

44.5 

-15 

48 

63 

6.4 

1  93 

1.95 

2.18 

2  10 

NM 

/inn-Dixie  Stores 

06 

36 

1  1 

16 

1.20 

3.37 

77.1 

9 

18 

188 

13.0 

1.93 

2.20* 

2.31 

2.38 

2.1 

UEL 


tSUSTRY  AVERAGE 

32 

19 

31 

1.15 

3.22 

147.0 

2 

52 

355 

49.7 

2.38 

1.87 

3.29 

2.54 

15.9 

OAL 

ROUP  AVERAGE 

23 

22 

57 

0.45 

2.07 

23.4 

-1 

45 

113 

45.3 

2.07 

1.23 

1.53 

2.25 

12.8 

occo  Industries 

12 

41 

38 

19 

0.62 

1.53 

8,9 

34 

59 

115 

35.9 

3.49 

2.15 

2.98 

4.04 

10.1 

erco 

12 

18 

16 

15 

0.64 

3.61 

39,2 

-4 

13 

67 

12.6 

2.05 

1.21 

1.53 

1.66 

17.5 

ttston 

1 2 

1 7 

1  4 

1 1 

0.20 

1 .20 

37,3 

-1 3 

67 

1 77 

92.2 

1 .24 

1 .46 

1 ,38 

1 .76 

7-4 

Westmoreland  Coal 

12 

17 

19 

183 

0.32 

1.94 

8.3 

-20 

40 

93 

40.5 

1.51 

0.09 

0,21 

1.53 

16.3 

IL  it  GAS 

ROUP  AVERAGE 

35 

20 

30 

1.33 

3.45 

167.2 

4 

51 

372 

45.4 

2.60 

2.03 

3.40 

2.72 

17.3 

merada  Hess 

12 

47 

38 

29 

0.60 

1.27 

81.1 

2 

59 

398 

55.6 

5.96 

1.62 

3,29 

2.88 

17.7 

moco 

12 

47 

29 

14 

2.20 

4,64 

497.3 

-10 

50 

863 

25.4 

3  77 

3  30 

4,74 

3  70 

7.8 

shiand  Oil 

09 

28 

24 

1 1 

1.00 

3.57 

59  9 

7 

46 

232 

39.9 

3.27 

2.56* 

2.46 

3.25 

7.4 

TianTic  KicnTieia 

1 2 

1 03 

43 

1 6 

5.50 

O.Jo 

1 57.6 

—  18 

57 

836 

45. 1 

1 0.20 

6.60 

1 1 .86 

8.63 

1 5.5 

uriington  Resources 

12 

38 

22 

26 

0.70 

1.85 

132  5 

-4 

61 

507 

57.9 

1  46 

1.44 

2.57 

1.77 

12.4 

levron 

12 

67 

43 

15 

3.30 

4.94 

349.9 

-8 

43 

781 

27.0 

6.10 

4.47 

4  39 

5.22 

9  6 

obstal 

12 

27 

20 

15 

0.40 

1.50 

103.7 

-17 

64 

389 

68.2 

2.15 

1.75 

2.97 

2.61 

10.3 

rown  Central  Petroleum 

12 

24 

33 

10 

0.80(c) 

3.35 

9  8 

3 

9 

32 

10.8 

2.65(b) 

2.38 

1.98 

3.18 

18.6 

iamond  Shamrock 

12 

21 

15 

10 

052 

2.51 

28.4 

26 

66 

116 

63.9 

3.04 

2.03 

4.76 

2.56 

13.3 

xxon 

12 

59 

27 

13 

2.68 

4.57 

1242.8 

13 

38 

982 

205 

3.96 

4.46 

3.87 

4.55 

8.8 

oily 

07 

28 

4 

20 

0.60 

2.14 

8.3 

24 

56 

38 

6.9 

2.90 

1  42* 

3  35 

4.00 

8.3 

err-McGee 

12 

38 

31 

18 

1.52 

4.00 

48.2 

-16 

66 

326 

45.6 

2  26 

2.15 

2.50 

2.73 

14.3 

Duisiana  Land  &  Exploration 

12 

33 

16 

32 

1.00 

3.04 

28.3 

-22 

73 

207 

500 

1  94 

1.04 

1.71 

1.58 

27.8 

lapco 

12 

62 

12 

14 

1  00 

1.61 

30.0 

47 

77 

203 

64  6 

4  13 

4.36 

5.85 

5.26 

3.6 

iaxus  Energy 

12 

8 

0 

25 

000 

0.00 

100.6 

-15 

62 

234 

102,5 

-0.38 

0.30 

NA 

0.03 

800.0 

litchell  Energy  &  Development 

01 

16 

13 

16 

0.40 

2  56 

46.8 

-15 

26 

86 

18,1 

1.01 

0.95 

1.47 

1.19 

12.6 

\obil 

12 

65 

41 

13 

3.20 

4.94 

398.6 

1 1 

54 

935 

36,7 

4.60 

4.86 

5.51 

5.08 

7.1 

lurphy  Oil 

12 

33 

25 

22 

1.20 

3.60 

44.9 

14 

45 

169 

313 

3.00 

1.51 

2.45 

2.25 

15.1 

kcidental  Petroleum 

12 

19 

14 

18 

1.00 

5.19 

298.4 

6 

28 

417 

61  2 

-5.80 

1.06 

1  26 

1  45 

22.8 

)ryx  Energy 

12 

26 

7 

371 

1.20 

4.62 

79.7 

-28 

43 

306 

48,0 

2.26 

0.07 

NA 

0.69 

69,6 

ennzoil 

12 

59 

31 

32 

3.00 

5.1 1 

404 

-11 

65 

286 

38,2 

2.37 

1.81 

3.58 

2.41 

23,2 

hillips  Petroleum 

12 

23 

1 1 

16 

1.12 

4.92 

259.7 

-13 

45 

466 

42,4 

2  18 

1.42 

2,84 

2.05 

12,7 

uaker  State 

12 

14 

1  1 

19 

0.80 

5.82 

27  1 

28 

46 

96 

60,1 

0  72 

0.74 

0,43 

0.92 

8,7 

un 

12 

27 

26 

19 

1.80 

6.70 

106.0 

-4 

56 

281 

24,9 

1.86 

1.40 

0.76 

2.38 

22.3 

esoro  Petroleum 

09 

6 

10 

NM 

0.00 

0.00 

14,1 

-15 

27 

28 

33.9 

0.96 

-0.37* 

NA 

0.67 

16.4 

exaco 

12 

58 

33 

12 

3.20 

5.49 

258,5 

-4 

63 

899 

50.6 

5.18 

4.68 

6  92 

5.21 

10.0 

osco 

12 

23 

16 

13 

0.60 

2.64 

29,9 

52 

38 

117 

109.0 

3.94(b) 

1.81 

3.46 

3.04 

33.2 

nion  Texas  Petroleum  Holdings 

12 

20 

7 

21 

0.20 

0.98 

85,3 

35 

13 

73 

20.7 

0.81 

0.97 

3  25 

1.43 

16.8 

nocal 

12 

22 

1  1 

31 

0.70 

3.15 

234,6 

-15 

60 

539 

61.5 

1.71 

0.72 

1,13 

1.42 

24.6 

nocal  Exploration 

12 

10 

3 

19 

040 

3.95 

251,5 

-10 

NA 

NA 

1.4 

0.65 

0.52 

0,58 

0.64 

32.8 

SX-Marathon  Group 

12 

27 

14 

31 

1  40 

5  19 

256.0 

NA 

69 

501 

NA 

1.94 

0.87 

5,42 

1.47 

23.1 

alero  Energy 

12 

29 

17 

13 

0.36 

1.25 

40.6 

88 

66 

186 

84.5 

2.31 

2.20 

3.31 

2.89 

10.7 

ETROLEUM  SERVICES 

ROUP  AVERAGE 

27 

13 

18 

0.66 

2.77 

121.6 

-10 

62 

431 

75.0 

1.41 

1.41 

4.02 

1.77 

10.8 

aker  Hughes 

09 

19 

1 1 

15 

0.46 

2.45 

138.0 

-27 

73 

462 

90.7 

1  06 

1.26* 

1  93 

1.40 

8.6 

aroid 

12 

5 

4 

15 

0.20 

3.90 

74  3 

-14 

51 

144 

58.0 

0.28 

0.34 

NA 

0.45 

11.1 

Bl  Industries 

12 

29 

14 

19 

0.48 

1.64 

36.5 

23 

70 

139 

56,9 

1.58 

1.57 

2  98 

1.96 

5.1 

resser  Industries 

10 

18 

13 

17 

0.60 

3.33 

134.3 

-15 

65 

436 

79.3 

1.29 

1.07 

9.65 

1.46 

13.0 

alliburton 

12 

30 

21 

23 

1.00 

3,35 

107.0 

-34 

63 

507 

108.9 

1.85 

1.31 

2.49 

1.89 

21.2 

chlumberger 

12 

61 

15 

21 

1.20 

1.97 

239.5 

6 

50 

898 

56.3 

2.40 

2.89 

3.03 

3.43 

6.1 
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AN  END  TO  MASSIVE  LAYOFFS 
AS  EXHIBITED  BY  THE  Chamclconidac  Dilepis. 


Olsten 
introduces 

THE 
FLEXIBLE 
WORKFORCE. 


It's  the  nature  of  business.  When  the  economy  goes, 
so  do  people.  But  layoffs  cost  money.  And  morale.  Not 
the  best  way  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
J^^^JlP  With  the  Olsten  Flexible  Workforce™,  the  ability 
to  respond  effectively  to  economic  trends 
is  built  into  the  structure  of  your  company. 
You're  never  overstaffed  or  understaffed.  Instead,  you  maintain  a  core 
of  full-time  workers.  Then,  when  production  increases  and  needs  change, 
Olsten  supplies  you  with  appropriately  skilled  temporary  workers. 

You  get  the  job  done  more  efficiently  and 
Morale  is  maintained.  As  well  as  productivity. 

So  make  Olsten  your  partner  in 
flexibility.  And  prepare  your  company  for 
the  future,  whatever  changes  it  brings. 
You  won't  have  to  let  people  go.  Just  your 
old  concepts  of  how  to  manage  them. 


cc  onomically. 


■ 

Be 

PREPARED  FOR  A 

CHANGE.  / 

CALL  ■ 

1 

-800-22S-TEMP 

am 

Temporary  Services 


THE    WORKING  SOLUTION^ 


INVI 


EARNINGS  PER  SHARE 


1992  ESTIMATES 

BOOK 

P-E 

1991 

1991 
MARKET 

1991 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

VARIA- 

COMPANY 

SHARE 

PER 

1991 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1990 

ANALYST 

5-YEAR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

NUMBER 

AaUAL 

EST 

TREND 

SENSUS 

% 

12  HEALTH  CARE 

INDUSTRY  AVERAGE 

42 

11 

22 

0.67 

1.49 

118.6 

47 

57 

350 

110.6 

1.67 

2.12 

2.67 

2.48 

5.0 

(ajORUG  DISTRIBUTION 

GROUP  AVERAGE 

24 

10 

19 

0.41 

1.72 

36.9 

23 

48 

159 

93.2 

1.18 

1.37 

1.62 

1.61 

6.4 

Bergen  Brunswig                        08  17  11  12  0  40  2.30  41  2  -25  68  166  95  9  146  150*  211  1  55  9.0 

Bindley  Western  Industries          12  17  9  14  0  06  0  35  6,7  44  38  44  163  9  1.00  1.21  1.13  1  39  13.0 

Cardinal  Distribution                   03  27  11  21  0.08  0.30  18.8  39  66  120  156.2  1.01(b)  1.24  154  1  53  2.0 

Drug  Emporium  02  7  4  21  0.12  1.85  13.0  -16  13  25  82.3  0.50  0.31  0  36  0.65  6.2 


Durr-Fillauer  Medical 
Fay's 

Longs  Drug  Stores 
McKesson 


12 
01 
01 
03 


20 
9 
35 
34 


1  1 
5 
20 
15 


14 
14 

12 
13 


0.28 

0  20 

1  08 
1.60 


)  44 

2.16 
3.1 1 
4  65 


12  7 
15.6 
20.4 
38  4 


-9 
18 

-6 
2 


62 
23 
37 
55 


85 
54 
174 
231 


124.4 
44,9 
34.1 
40.7 


1, 34(b)  1,42 

0,80  0,68 

2,94  2,89 

2,46  2,55 


1.89 
1.12 
3.55 
2.58 


1.60 
0.93 
3.12 
2.88 


4.4 

12.9 
7.1 
4.5 


Medco  Containment  Services  06 

Perry  Drug  Stores  10 

Rite  Aid  02 

Walgreen  08 


70 


18 
32 


9 
5 
10 
9 


65 
14 
12 
21 


0.04 
0.00 
0  50 
052 


0.06 
0.00 
2.76 
1.61 


55.5 
10.2 
87  8 
123.1 


136 
64 
4 
26 


70  286 

16  23 

72  301 

45  393 


214.7 
48  9 

66.6 
45,7 


-0.16 
0.06 
1.30 
1.42 


1.07* 
0  56 
1.46 
1.58* 


1.65 
0.21 
1.46 
1.85 


1.43 
0.76 
1  65 
1.80 


3.5 
10.5 
2.4 
1.7 


(b|  DRUGS  &  RESEARCH 
GROUP  AVERAGE 


65 


10  22 


1.35 


2.14  230.1 


43 


54     600  79.7 


2.49 


3.11  3.79 


3.65 


3.3 


Allergan  12  22 

American  Home  Products  1 2  74 

Amgen  1 2  56 

Bristol-Myers  Squibb  1 2  79 


10 


17 
17 
45 
20 


0.36 
2.60 
0,00 
2,40 


1,63 
3,50 
0,00 
3,06 


67  3 
314,9 
130,5 
521,4 


27 
41 
178 
17 


75  204 

60  838 

68  359 

60  1253 


57,3 
35,5 
360,1 
44.7 


1,21 
3,92 
0  26 
3,33 


1,32 
4  32 
1,24 
3.96 


NA 
4.80 
2.75 
3.61 


1.54 
4.80 
1.73 
4.69 


3.9 
2.7 
110 
1.3 


Carter-Wallace 
Lilly  (Eli) 

Marion  Merrell  Dow 
Merck 


03 
12 
12 
12 


99  26 

74  17 

32  5 

146  1  1 


26 
16 
16 
27 


1.00 
2.00 
0  92 
2  52 


1.01 
2.72 
2  88 
1.72 


15.3 
292.3 
276  3 
386.6 


85 
10 
-12 
63 


35  107 

66  790 

10  206 

56  1054 


45-3 
56.6 
28.5 
38.7 


3.37 
3  91 
1  73 
4,56 


3.77 
4  51 
2,05 
5,45 


4  34 

5  71 
3,48 
7,39 


4.30 
5  26 

2.37 
6.44 


1.6 
2.1 
3.4 
1.6 


Pfizer 

Rhone-Poulenc  Rorer 
Schering-Plough 


12 
12 
12 


66 
55 
59 


15 
6 
9 


24 
24 

20 


1.32 
0,48 
1,32 


1,99 
0  87 
2  24 


330.6 
137.7 
21 1.9 


65 
57 
27 


68  862 
21  151 
62  724 


59.3 
24.8 
81.9 


2  39 
0.01 
2.50 


2.72 
2.31 
2.99 


2.72 
0,60 
3.75 


3.22 
3.08 
3.51 


2.5 
7.5 
2 


Syntex 
Upjohn 

Warner-Lambert 


07 
12 
12 


38  4 
40  9 
70  12 


20 
14 
17 


0  92 
1.36 
1.76 


2  40 

3  43 

2.53 


225.1 
176  5 
134.4 


30 
4 

3 


56  645 
49  498 
64  710 


84.9 
1  14.1 
83.6 


1.53 
2.48 
3.61 


1.89* 
2  84 
4.16 


2.19 
3.1 1 
4.78 


2.24 
3.17 
4.78 


2.5 
1.C 


(c)  HEALTH  CARE  SERVICES 
GROUP  AVERAGE 


22 


23 


0.16 


0.77  63.3 


60 


62      187  166.3 


1.11 


1.50 


2.23 


1.73 


6.i 


Beverly  Enterprises 
FHP  International 
Foundation  Health 
Hillhaven 


12 
06 
06 
05 


8 
1 1 
28 

2 


21 


14 
119 


0.00 
0.00 
0.00 
0.00 


0.00 
000 
0  00 
0,00 


73.5 
32.2 
12.5 
104.0 


5 
-9 
290 
37 


69  191 

61  149 

67  107 

31  95 


137,1 
243,4 
222.6 
55.1 


0.19 
1,00 
1  38 
0  02 


0  38 
1,37* 
2  00* 
0  02 


NA 
1  87 
NA 
NA 


0,58 

1,05 
2,38 
001 


20.7 
1 

5.S 


Humana  08  24  12  11  0  90  3.73  158.0  -13  73  484  76.8  2  05  2,26*  3  86  2.45 

Lifetime  12  24  17  12  0  00  0  00  9  0  21  53  73  93  2  1  93  1  92  2,98  2.37 

Manor  Care  05  20  7  18  0.13  0  66  38.1  17  52  138  50.2  0,84  1,09  0.87  1.34 

National  Health  Laboratories  12  24  3  24  0.26  108  99  1  119  44  182  77.8  0.83  1.02  1.31  1.25 


National  Medical  Enterprises  05  13  10  8  0.46  3  57  175  6  -24  68  441  94.0  1.54(b)  1.64  1.96  1  84 

PacifiCare  Health  Systems  09  24  8  11  0  00  0.00  11.4  46  30  59  226.1  1.48  2  20*  3.72  2.40 

U.S.  Healthcare  12  36  5  18  0  33  0  92  64.0  68  74  227  402.4  1.08  199  1.89  2.37 

United  Healthcare  12  60  9  25  0  03  0  05  31  4  199  89  217  335  8  129  2  37  2.57  3.02 

Universal  Health  Services  12  n  13  9  0  00  0.00  13  7  21  67  64  146.5  0  84  1.26  1.33  1.42 


3.!(b 


lib<0 


(djfV'.LOICAL  PRODUCTS 
GROUP  AVERAGE 


57 


15 


26 


0.67 


1.26  132.6 


65 


64     440  102.4 


1.86 


2.42  2.93 


2.87 


Abbc:^  laboratories 
Bard  (C.?.) 
Bausch  &  ->mb 
Baxter  In:.,   '  -'tional 


12 
12 
12 
12 


58  7 

27  7 

52  15 

36  14 


23 
25 
21 
18 


1,00 
0,48 
0  72 
0,74 


1,74 
1.76 
1,39 
2  03 


427  0 
53.0 
59.5 

281.6 


27 
60 
46 
32 


51  857  32  7 

70  276  109  2 

79  335  58.0 

61  652  50.8 


2  22 
0  76 
2,19 
-0,05 


2  56 

1  08 
2,51 

2  02 


3,05 
1,03 
2.90 
2.73 


2.96 
1.36 
2  89 
2.35 


Becton,  Dickir  i 
Johnson  &  Johr 
Medtronic 


09 
12 
04 


59 
96 
75 


32 
16 
12 


12 
22 
28 


116 
1  60 
0  48(c) 


1.97 
1.66 
0.64 


37  7 
333.1 
59.6 


-21 
34 
76 


72  369  94  8 
52  1045  510 
69      414      68  8 


4.67 
3  43 
2.25 


4.86* 
4  38 

2.67 


5.73 
6.38 
3.03 


5.20 
5.12 
3.14 


13  HOUSING  &  REAL  INSTATE 


INDUSTRY  AVERAGE 


22 


14 


19 


0.62       2.86  36.4 


30 


49     133  56.8 


1.50 


1.18 


1.75 


iuffy 
Hoitel 


Owens  &  Minor  12        20        7      22       0  21        1.07       12.9       100       43       55      78.1       0  69       0.88      0.63       1.03  2 

U.S.  Surgical  12        93         6       61        0  30        0.32       519       178       67      277     144.3       0  89        1.53       1.79       2.17  4 

Westmark  International  12        52       30       31       0.00       0  00        9.6      114       75      122    335.8       1,61        1,67       2.07       2.44  9 


1.86  16. 


!a)  BUILDING  MATERIALS 
GROUP  AVERAGE 


25 


12 


19 


0.56 


1.83  48.4 


18 


49      159  44.1 


1.82 


1.10 


1.99 


1.80 


13. 


.ofarge  12  12 

^\anviile  12  7 

Owens-Corning  Fiberglas  12  18 

PPG  Industries  12  46 


15 
5 


25 


27 
21 
15 
17 


0.30 
0,00 
0,00 
1.84 


2.53 
0.00 
0.00 
4.01 


56.3 
48.1 
40.9 
106.2 


-2 
60 
1 1 
-2 


13 
32 
69 
47 


64  11,7 

61  147 

163  122,7 

443  37.6 


0  97 
0,74 

1  78 
4,43 


0,44 
0,35 
1,21 
2.68 


0,81 
0,27 
2.43 
3  85 


0.69 
062 
2.37 
3.97 


RPM 

Sherwin-Williams 

Southdown 

Valspar 

Vulcan  Materials 


05 
12 
12 
10 
12 


19 
22 
13 
54 
37 


7 
10 
19 
13 
18 


16 
15 
NM 

21 
21 


0.68 
0.42 
000 
0,60 
1  20 


3.58 
1.93 
0.00 
1.11 
3.27 


31.1 
87.6 
16.9 
10.9 
38.0 


1 1 
18 
4 
51 


38 

63 
49 
62 
57 


112 

299 
77 
77 

139 


65.4 
50  0 
55  3 
19.3 
20.0 


1,03 
1,41 
0,44 
2,45 
3,10 


1,18 

1  48 
-1,74 

2  53* 
1,76 


1,36 
1.60 
NA 

3.08 
2.52 


1.31 
1.72 
0.07 
3.03 
2.46 


3 
4 

485 
2 
8 
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INVESTMENT  SCOREB' 


EARNINGS  PER  SHARE 

1992  ESTIMATES 


BOOK 

PE 

1991 

MARKET 

1991 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVT 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

VARIA- 

DMPANY 

SHARE 

PER 

1 99 1 

DEND 

YIELD 

CHANGE 

HOLDINGS 

OVER 

1990 

ANALYST 

5-YEAR 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

% 

INSTRUCTION  &  REAL  ESTATE 

ROUP  AVERAGE 

18 

18 

19 

0.69 

4.18 

20.8 

45 

49 

99 

73.1 

1.09 

1.27 

1.47 

1.95 

19.6 

sset  Investors 

12 

15 

15 

7 

2.80 

18.21 

14.0 

93 

10 

19 

97.5 

2.1  1 

2.17 

1.75 

2.55 

7.1 

sntex 

03 

35 

32 

16 

0.40 

1.14 

15.1 

18 

83 

169 

72.7 

2  83 

2  24 

3.01 

3.19 

16.6 

aufman  &  Broad  Home 

1  1 

1 3 

8 

1 7 

0.30 

2.24 

28,7 

1 5 1 

114.9 

1 .25 

0.77 

1.15 

1.48 

1 1.5 

irini 

12 

10 

35 

45 

0.00 

0.00 

3.9 

27 

32 

33 

48.7 

-1.20 

0.22 

0.24 

1.03 

62.1 

12 

18 

14 

14 

0.12 

0.67 

23  8 

94 

48 

129 

42  9 

118 

1.27 

2.00 

1.85 

6.5 

Duse 

12 

14 

0 

12 

0.60(c) 

4.21 

48.2 

-3 

41 

100 

560 

-0.07 

1,21 

0  86 

1.43 

14.0 

fiand  Group 

12 

21 

18 

21 

0.60 

2  81 

12.3 

36 

75 

90 

78.7 

1  53 

1.04 

1.30 

2.10 

19.5 

EISURE  TIME  INDUSTRIES 

23 

12 

19 

0.33 

1.26 

69.0 

39 

54 

203 

96.6 

0.82 

1.18 

2.06 

1.86 

12.2 

LTING  PLACES 

ROUP  AVERAGE 

16 

6 

14 

0.22 

1.32 

87.7 

34 

48 

178 

77.3 

0.88 

1.13 

1.35 

1.29 

11.5 

Evans  Forms 

04 

21 

8 

17 

0.28 

1.37 

31.3 

45 

30 

96 

75.8 

1.07 

1.19 

1.28 

1.30 

8.5 

archer  (Carl)  Enterprises 

01 

8 

5 

1  1 

0.08 

1.03 

17.9 

26 

34 

39 

60  1 

0.72 

0.72 

0  67 

0  94 

5.3 

cDonald's 

12 

34 

1  2 

1  4 

0  37 

1  1 0 

357  7 

1 5 

59 

717 

AO  O 

Z- J/ 

2.82 

2  67 

2  2 

orrison 

05 

23 

1  1 

12 

0.64 

2.81 

16.4 

36 

38 

85 

1  16.5 

1 .61 

1 .84 

1 .92 

<c .  I  0 

4.0 

loney's 

10 

20 

-7 

22 

0.00 

0.00 

39.6 

73 

64 

162 

56  1 

0.76 

0.92 

0.64 

1.12 

3.6 

zzler  International 

04 

1 0 

10 

1  1 

0. 1 6 

1 .62 

29.7 

NA 

66 

91 

NA 

0.85 

0.94 

0.97 

1.15 

4.3 

N  HOidmgs 

1 2 

3 

1 

5 

0.00 

0.00 

1 1 1.8 

-1 

62 

47 

45.8 

-0.61 

0.56 

NA 

0.35 

57.1 

endy's  International 

1 2 

o 

V 

1  Q 
1  o 

0.24 

Z.O/ 

97  0 

44 

35 

1  85 

124-1 

0.40 

0.51 

1.14 

0.61 

6.6 

ITERTAINMENT 

lOUP  AVERAGE 

32 

15 

20 

0.28 

0.50 

67.2 

~18 

34 

340 

90  0 

1  io 

1.98 

6.3 

ockbuster  Entertainment 

12 

1 1 

2 

20 

0.00 

0.00 

155.4 

-8 

40 

224 

192  8 

0.43 

0.56 

1.13 

0.75 

5.3 

?mmtron 

08 

6 

7 

8 

0.00 

0.00 

10.1 

2 

NA 

NA 

9.0 

0.90 

0.75* 

0.93 

1.00 

NM 

sney  (Walt) 

09 

105 

28 

22 

0.70 

0.67 

130.1 

3 

41 

690 

81.7 

6.00 

4.78* 

7.87 

6.1 1 

6  5 

Hon  Pictures 

02 

2 

O 

NM 

u.uu 

A  AA 
U.UU 

— QO 

8 

24 

98-4 

-3.03 

-1.35 

NA 

A  AA 
U.UU 

NM 

iramount  Communications 

10 

38 

32 

32 

0.70 

1 .84 

1  17.8 

-7 

49 

422 

68.0 

2.16 

1 .20 

0.65 

0  AT 
A  U  J 

A  0 

o.y 

7TEL  &  MwTEL 

EOUP  AVERAGE 

21 

11 

26 

0.19 

0.61 

44.1 

68 

51 

142 

126.4 

-0.35 

1.23 

1.90 

1.60 

13.0 

itor 

12 

6 

8 

65 

0.00 

0.00 

37.8 

1  14 

69 

70 

184.9 

-0  42 

0  09 

NA 

0.35 

28.6 

3lly  Mfg. 

12 

4 

1  1 

41 

0.00 

0.00 

36.0 

125 

1 1 

81 

1  19.8 

-10.57 

0.10 

0.13 

0. 1 7 

17.6 

lesars  World 

07 

29 

1  3 

1  4 

VX/KJ 

A  AA 

u.uu 

OT 
7/ 

70 

122 

1 66.2 

1 .52 

2-09* 

2.43 

2  44 

O.  I 

reus  Circus  Enterprises 

01 

32 

5 

1  7 

0.00 

0.00 

56.7 

19 

64 

216 

1  1 9.8 

1 .39 

1  -88 

2.52 

z  .z  o 

O  A 
Z.O 

iton  Hotels 

12 

39 

20 

22 

1 .20 

3.07 

47.5 

5 

29 

222 

86.4 

2.34 

1.77 

2.02 

2.34 

9.8 

arriott 

12 

15 

5 

18 

0.28 

1 .82 

95.2 

49 

34 

198 

83.7 

0.46 

0.87 

0.63 

1,16 

13.8 

irage  Resorts 

12 

23 

1 3 

1 2 

A  AA 
U.UU 

0  1  o 

z  1  .y 

O  J 

41 

68 

1 54.2 

1 .57 

1 .98 

3.67 

Z  .JO 

1 9.9 

omus 

1 2 

21 

1  1 

1 9 

0.00 

0.00 

33.8 

75 

69 

156 

96. 1 

0.90 

1 .08 

N  A 

1  .Oz 

O.J 

rHER  LEISURE 

iOUP  AVERAGE 

26 

15 

19 

0.51 

1.91 

65.9 

46 

65 

214 

91.2 

1.33 

1.17 

2.39 

2.32 

13.5 

TiGricon  Greetings 

02 

34 

23 

12 

0.78 

2.29 

35.7 

15 

74 

239 

130.8 

2.61 

2  84 

3  16 

3.17 

1.9 

unswick 

12 

12 

9 

61 

0.44 

3.79 

88.6 

30 

61 

223 

78.3 

0.80 

0.19 

0.25 

0  98 

36.7 

srnival  Cruise  Lines 

]  1 

23 

9 

14 

0.52 

2.25 

140.6 

71 

20 

156 

33.9 

1.53 

1.64 

1.92 

1  98 

5.1 

istman  Kodak 

12 

47 

20 

13 

2.00 

4.29 

324.7 

12 

54 

748 

64.0 

2.17 

3.56 

3.44 

4.34 

4.6 

^etwood  Enterprises 

04 

31 

20 

15 

0.88 

2.82 

22.7 

48 

66 

178 

80.2 

1.37 

2.03 

1 .92 

2.71 

9.2 

bson  Oreetin^s 

1 2 

23 

17 

9 

0.36 

1.57 

15  9 

-7 

82 

141 

145.1 

2.51 

2.55 

3.30 

2  81 

5  3 

irley'Davidson 

1  2 

39 

13 

18 

0.00 

0.00 

17.8 

102 

79 

140 

182.5 

2.15 

2  19 

3.82 

3.39 

7.4 

srman  Internotionol  Industries 

06 

8 

9 

NM 

0.00 

0.00 

8  8 

5 

46 

36 

30.8 

1.61 

-2.26* 

NA 

0.80 

21.3 

3sbro 

1 2 

36 

16 

17 

0.24 

0.68 

57.1 

130 

70 

235 

69.4 

1.54 

2.07 

1.95 

2.59 

10.8 

uffy 

12 

1  Q 
1  O 

I  u 

1  0 

t  z 

0.30 

1  69 

12.7 

76 

60 

85 

75.7 

1 .37 

1 .43 

1 .87 

1 .63 

5  5 

attel 

12 

29 

6 

16 

0-16 

0.56 

63.3 

84 

63 

243 

1  12.4 

1 .44 

1.83 

2.84 

2.10 

4  8 

utboard  Marine 

09 

16 

25 

NM 

0.40 

2.44 

19.4 

21 

71 

146 

103  8 

-3  98 

-4.42* 

NA 

1.12 

-".7  1 

>laroid 

12 

25 

16 

16 

0-60 

2.41 

50.1 

6 

68 

217 

78-0 

2.20 

1.51 

1.84 

2  48 

6.0 

tANUFACTURING 

DUSTRY  AVERAGE 

30 

16 

24 

0.68 

2.25 

38.6 

33 

54 

188 

66.2 

1.60 

1.49 

2.58 

2.18 

16.2 

ENERAL  MANUFACTURING 

tOUP  AVERAGE 

33 

14 

20 

0.69 

2.06 

51.5 

36 

50 

208 

50.5 

1.76 

1.94 

2.60 

2.28 

10.6 

llant  Techsystems 

03 

22 

16 

5 

0.00 

000 

9,5 

65 

65 

119 

176.2 

2.55 

4.44 

NA 

4.66 

7.9 

i^ery  Dennison 

12 

21 

13 

20 

0  80 

3.76 

62.0 

NA 

61 

262 

43.5 

0.10 

1.09 

0.43 

1.45 

9.7 

irlisle 

12 

38 

27 

18 

1.28 

3.41 

7.6 

27 

44 

65 

29.3 

2.86 

2  13 

2.73 

3.13 

5.8 

irning 

12 

76 

21 

23 

1.00 

1.32 

96.0 

77 

54 

440 

37.6 

3.07 

3.25 

3.90 

3.78 

4.0 

one 

12 

21 

1 1 

14 

0.75 

3.61 

31.5 

5 

47 

192 

44.8 

1.94(b) 

1.50 

1.93 

1.93 

3.1 

jrocell  International 

06 

28 

7 

56 

0.00 

0.00 

106.0 

NA 

27 

153 

NA 

0.08 

0.50* 

NA 

1.32 

9.1 

lirchild 

06 

5 

8 

4 

0.00(c) 

0.00 

16  9 

-21 

19 

28 

36.9 

-0.30 

1.31* 

2.70 

-1.15 

NM 

rst  Brands 

06 

26 

1 1 

12 

0,04 

0.16 

21.6 

27 

52 

107 

88.0 

2.40 

2.21* 

3  95 

2.61 

1  1.1 

arsco 

12 

29 

18 

1 1 

1.20 

4.12 

26.3 

12 

49 

118 

46.4 

2  77 

2.58 

1.85 

3.10 

14.2 

llenbrand  Industries 

1 1 

60 

13 

25 

0.58 

0.97 

36.3 

55 

40 

135 

10.7 

2.05 

2.34 

2.69 

2.72 

4.0 

inois  Tool  Works 

12 

62 

21 

19 

0.88 

1.43 

55.4 

29 

71 

314 

30.4 

3-35 

3.32 

4.41 

3.81 

2.9 

>stens 

06 

29 

7 

18 

0.84 

2.90 

40.9 

-1 1 

65 

259 

45.6 

1.51 

1.58* 

1.84 

1.77 

2.3 

incoster  Colony 

06 

34 

12 

18 

0.80 

2.39 

1 1.5 

99 

47 

59 

72.8 

1.36 

1.84* 

3.30 

2.24 

8.5 
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Mark  IV  Industries 

02 

16 

13 

10 

0  12 

0  74 

20.5 

177 

30 

52 

63  5 

1.71 

1  67 

2  34 

2  23 

13.5 

Minnesota  Mining  &  Mfg. 

12 

87 

28 

16 

3.12 

3.60 

219.3 

1 

65 

860 

43.0 

5  91 

5  28 

6.77 

5.91 

2.5 

Newell 

12 

40 

9 

22 

0.60 

1.51 

62.0 

67 

56 

293 

.  44.0 

1  67 

1  80 

2.67 

2.1 1 

2.4 

Parker  Hannifin 

06 

29 

20 

24 

0.92 

3.13 

48.2 

23 

67 

248 

44.5 

2.26 

1  23* 

1 .58 

1.77 

7.9 

Rubbermaid 

12 

30 

5 

29 

034 

114 

160.2 

42 

23 

372 

27.9 

0.90 

1.02 

1.21 

1.17 

1.7 

Tredegar  Industries 

12 

9 

14 

16 

0.24 

2.56 

10.9 

27 

41 

43 

24.4 

-2.19 

0.59 

NA 

1.08 

46.3 

Trinova 

12 

16 

19 

44 

0.68 

4.15 

28.2 

-10 

67 

197 

61.0 

1,51 

0.37 

0  61 

1.05 

34.3 

Volmont  Industries 

1 2 

1 1 

10 

1 7 

0.26 

2  31 

1  1 .3 

-3 

28 

43 

38.7 

1  34 

0.67 

1.83 

1 .20 

21.7 

(b)  MACHINE  &  HAND  TOOLS 

GROUP  AVERAGE 

22 

16 

22 

0.58 

2.71 

30.8 

6 

54 

159 

60.9 

1.69 

0.53 

2.48 

1.65 

29.3 

Black  &  Decker 

12 

15 

14 

21 

0.40 

2.67 

61.8 

61 

56 

218 

127.0 

0.84 

0.71 

0.81 

1.33 

12.0 

Cincinnati  Miiacron 

12 

8 

9 

35 

0  36 

4  65 

27  4 

-29 

63 

140 

51.7 

-0  87 

0  22 

0.22 

0.61 

18.0 

Clark  Equipment 

12 

23 

28 

NM 

000 

0  00 

17  3 

-1 1 

66 

136 

73.5 

2.87 

-4.15 

NA 

0.71 

131.0 

Danaher 

12 

19 

1  1 

24 

000 

0  00 

28.3 

16 

31 

74 

37  4 

1.34 

0.76 

1.59 

1.67 

17.4 

Kennametal 

06 

29 

23 

15 

1.16 

3.98 

10.7 

-2 

63 

122 

66  2 

3.08 

2.00* 

8.99 

2.51 

26.3 

Snap-on  Tools 

12 

30 

16 

16 

1  08 

3  57 

42.1 

-3 

66 

239 

44.7 

2.45 

1.90 

2.48 

2.39 

5.4 

SPX 

12 

12 

14 

30 

0.40 

3  48 

13.8 

-22 

51 

1  10 

54.8 

1  28 

0  38 

050 

1.14 

17.5 

Stanley  Works 

12 

37 

15 

16 

1.24 

3.36 

45.3 

40 

38 

229 

32.1 

2.53 

2.34 

2.76 

2.83 

6.7 

EARNINGS  PER  SHARE 


COMPANY 


BOOK  P.E 

RECENT   VALUE  RATIO 

SHARE  PER  1991 
PRICE     SHARE  EST 


1991 
DIVI. 
DEND 
RATE 


1991 
MARKET 
SHRS  VALUE 
OUT  CHANGE 
MILS 


1992  ESTIMATES 


1991 

INSTITUTIONAL  juRN. 
HOLDINGS  OVER 


1990 
AGUAl 


1991 
ANALYST 
EST 


BASED 

ON 
5-YEAR 
TREND 


FROM  ANALYSTS 


VARIA. 
CON-  TION 
SENSUS  % 


I  SPECIAL  MACHINERY 


GROUP  AVERAGE 

35 

19 

32 

0.84 

2.31 

35.9 

20 

64 

233 

89.7 

2.19 

1.69 

3.60 

2.59 

16.9 

Applied  Materials 

10 

27 

19 

13 

0.00 

0.00 

16.9 

27 

79 

132 

290.2 

2.00 

1.52* 

9.83 

1.99 

15.6 

Briggs  &  Stratton 

06 

42 

19 

17 

1.60 

3.84 

14.5 

59 

72 

190 

67.8 

2.45 

2.52* 

2.55 

3.09 

14  9 

Caterpillar 

12 

41 

44 

NM 

1.20 

2.91 

100.9 

-12 

66 

476 

68  3 

2.07 

-1.64 

NA 

2.01 

37.3 

Deere 

10 

48 

39 

NM 

2.00 

4.13 

76  2 

3 

77 

482 

91.1 

5.42 

-0.27* 

NA 

3.09 

15.9 

Dover 

12 

35 

14 

16 

0  84 

2.40 

59.9 

-12 

58 

298 

37.8 

2.55 

2.18 

3.00 

2.54 

5.5 

FMC 

12 

46 

6 

10 

000 

000 

35.1 

46 

62 

226 

37,4 

4.30 

4.72 

6.21 

5.05 

5.3 

General  Signal 

12 

50 

25 

15 

1.80 

3.64 

19.2 

31 

74 

206 

59.4 

-0.69 

3.32 

3.38 

4.01 

4.7 

Goulds  Pumps 

12 

19 

10 

13 

0.80 

4.21 

20.8 

0 

63 

1  16 

1 14.1 

1.49 

1.50 

1.78 

1  68 

6.0 

Harnischfeger  Industries 

10 

18 

19 

8 

0.40 

2  27 

30.8 

2 

72 

191 

71.0 

2  18 

2.08* 

2  30 

1.91 

8.4 

Ingersoll-Rond 

12 

45 

30 

17 

1.32 

2.93 

51  8 

21 

61 

364 

62  2 

3.55 

2.70 

3.94 

3.66 

6.6 

Interlake 

12 

5 

-23 

NM 

0.00 

000 

10.5 

48 

29 

83 

311 

-1.22 

-1.00 

NA 

030 

93.3 

Pentoir 

12 

37 

21 

14 

0.92 

2.52 

10  4 

49 

66 

84 

115  1 

2.43(b) 

2.69 

3.32 

2.99 

9  0 

Stewart  &  Stevenson  Services 

01 

58 

13 

24 

0.32 

0.55 

15.0 

46 

61 

162 

181.9 

1.97 

2.37 

3.18 

2.91 

4.1 

Timken 

12 

24 

35 

219 

1.00 

4  15 

29  6 

15 

55 

199 

41.9 

1  85 

Oil 

0.35 

1.47 

19.0 

Tyco  Laboratories 

06 

31 

19 

12 

0  36 

115 

47  1 

-27 

59 

279 

76.6 

2.51 

2.57* 

3.43 

2.22 

8.6 

(d)  TEXTILES 

GROUP  AVERAGE 

19 

17 

24 

0.45 

2.17 

17.6 

78 

44 

82 

67.0 

-0.03 

0.93 

1.12 

1.64 

15.7 

Albany  International 

12 

17 

9 

40 

0.35 

2.1 1 

25.5 

61 

44 

89 

29,6 

0.30 

0.42 

0.45 

1.17 

14.5 

Delta  V^oodside  Industries 

06 

20 

9 

16 

0.30 

1.51 

21.1 

346 

31 

72 

71,9 

0.32 

1.27* 

0  65 

2.06 

2.4 

Dixie  Yarns 

12 

8 

19 

23 

020 

2.42 

8.7 

-24 

44 

42 

36.1 

0.71(b) 

0.36 

0.32 

0.41 

56.1 

Fieldcrest  Cannon 

12 

12 

23 

33 

0.00 

0.00 

10.4 

87 

37 

47 

150.5 

-3.64 

0.37 

0.40 

1.10 

10.0 

Guilford  Mills 

06 

29 

20 

19 

0.80 

2.74 

9.0 

72 

43 

54 

31.6 

-0.85 

1.53* 

1.83 

2.33 

6.9 

Interface 

12 

9 

10 

16 

024 

2.74 

17  2 

-10 

70 

75 

101.0 

1.24(b) 

0.56 

0.93 

0.95 

16.8 

Shaw  Industries 

06 

30 

1  1 

26 

050 

1  69 

310 

68 

43 

122 

819 

2.1 1 

1.15* 

2,02 

2.20 

5.0 

Springs  Industries 

12 

29 

32 

16 

1.20 

4  19 

17  6 

27 

42 

151 

33.6 

-0.39 

1  75 

2  35 

2.91 

13.7 

ii  «\AETALS  &  MINING 

l^  '^USTRY  AVERAGE 

28 

23 

18 

0.73 

2.26 

45.3 

5 

56 

182 

60.9 

2.54 

1.03 

4.21 

2.15 

47.6 

(a|ALl.;-  -AHJM 

34 

36 

19 

1.11 

2.86 

72.1 

-8 

57 

309 

73.9 

3.82 

2.28 

4.25 

2.88 

32.3 

Aluminy-->  ''o.  of  America 

12 

59 

60 

15 

1.78(c) 

3.04 

85.1 

2 

75 

536 

77.3 

3.40 

3  85 

5.78 

4.83 

27.1 

Amax 

12 

19 

25 

40 

0.80(c) 

4.27 

86.6 

-1 1 

74 

311 

66.0 

2.58 

0.47 

1.02 

1.18 

48.3 

Kaiser  Alumi.  n 

12 

10 

9 

5 

0.05 

0  49 

57.3 

NA 

2 

8 

NA 

4.27 

1.89 

NA 

1.37 

28.5 

Reynolds  Meto. 

12 

49 

50 

17 

1.80 

3  65 

59.4 

-13 

79 

382 

78.6 

5  01 

2  92 

5.95 

4.15 

25.3 

(b)  STEEL 

GROUP  AVERAGE 

24 

20 

16 

0.58 

2.02 

32.5 

10 

56 

124 

57.5 

1.69 

-0.01 

3.74 

1.77 

51.6 

Allegheny  Ludlum 

12 

21 

1  1 

17 

0.88 

4.12 

32.9 

-9 

45 

95 

26.6 

2.07 

1.25 

1.71 

2.16 

16,7 

Armco 

12 

5 

8 

NM 

0.00 

0.00 

88.5 

-12 

55 

177 

50.4 

-0.71 

-1.35 

NA 

0.35 

128.6 

Bethlehem  Steel 

12 

1 1 

13 

NM 

0.40 

3.56 

76.2 

-23 

71 

206 

92.4 

-6.45 

-2,44 

NA 

1.10 

120.9 

Carpenter  Technology 

06 

48 

37 

14 

2.40 

5.03 

8.5 

7 

65 

97 

33.2 

5.05 

3,52* 

7.60 

3  71 

23.5 

Commercial  Mefals 

08 

18 

19 

16 

0.52 

2.85 

10  6 

13 

40 

45 

22.9 

2  27 

1,12* 

2  03 

1.30 

20.0 

Geneva  Steel 

08 

18 

10 

15 

0.00 

0.00 

15.0 

64 

57 

56 

83  6 

3.18 

1,19 

NA 

2.28 

iriand  Steel  Industries 

12 

19 

41 

NM 

0.00 

0.00 

31.0 

-23 

80 

167 

66  8 

-1.41 

-4,41 

NA 

0.49 

244  9 

Lone  Star  Technologies 

12 

4 

8 

5 

0.00 

0.00 

20.3 

28 

66 

49 

100.9 

2.25 

0,73 

NA 

1.01 

15.8 

Lukens 

12 

39 

26 

9 

1.48 

3.79 

8.4 

1 

64 

114 

72  5 

5  07 

4  14 

7.68 

4.87 

12.1 

Nv  or 

12 

83 

32 

30 

0.52 

0.63 

21.6 

34 

70 

230 

50  2 

3  50 

2,79 

3  46 

3.76 

82 

Out  nex 

10 

21 

13 

20 

0.48 

2.31 

1 1.7 

63 

68 

93 

72.1 

2.03 

1  02* 

2.75 

1.71 

18.7 

USX-U.  S.  Steel  Group 

12 

26 

36 

NM 

1.00 

3.92 

51.0 

NA 

51 

211 

NA 

6  00 

-4  98 

NA 

3.01 

44.9 

1     Weirton  Steel 

12 

4 

13 

NM 

0.00 

0.00 

20.2 

-44 

18 

22 

11.5 

0.01 

-3.67 

NA 

-2  27 

48.5 

1     Worthington  Industries 

05 

20 

6 

20 

0.43 

2.13 

59.3 

31 

42 

169 

64.1 

0.75 

1  00 

0.99 

1  23 

8.1 
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EARNINGS  PER  SHARE 


1992  ESTIMATIS 

1991   


BOOK 

P-E 

1991 

MARKET 

1991 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI. 

SHRS. 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

VARIA- 

HPANY 

SHARE 

PER 

1991 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1990 

ANALYST 

5-YEAR 

CON, 

TION 

FY 

PRICE 

SHARE 

EST. 

RATE 

MILS. 

% 

% 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENSUS 

/o 

ER  METALS 

>UP  AVERAGE 

30 

21 

18 

0.80 

2.38 

54.3 

2 

55 

326 

61.6 

3.40 

2.23 

4.61 

2.46 

48.4 

rco 

12 

22 

36 

17 

1  60 

7.40 

41.2 

-20 

54 

213 

53.2 

3.60 

1,31 

1,44 

1,99 

58,8 

tros  Minerals 

12 

20 

29 

10 

0  80 

3.95 

39.0 

10 

67 

221 

70.8 

2.38 

2,06 

5,58 

1,90 

51,6 

Tiestake  Mining 

12 

16 

7 

33 

0  20 

1.23 

99.4 

-15 

36 

266 

75.3 

-0.19 

0,50 

0,40 

0  13 

146,2 

gma  Copper 

12 

6 

19 

6 

0.00 

0.00 

29.7 

29 

52 

71 

59.1 

2.51 

1.00 

1,65 

1,19 

61,3 

/i/mont  Gold 

12 

40 

7 

34 

0.05 

0.12 

104.9 

-6 

NA 

NA 

12.9 

1.35 

1,19 

1,83 

1,33 

12.8 

A^mont  Mining 

12 

41 

2 

27 

0.60 

1.48 

67.7 

-1 

32 

279 

43.5 

2.49 

1,51 

1,89 

1,60 

15,6 

Ips  Dodge 

12 

68 

52 

8 

3.00 

4.44 

34.7 

20 

75 

387 

121.8 

13.12 

8,12 

21,90 

8,80 

29,1 

cision  Castports 

03 

31 

16 

14 

0.12 

0.39 

17.7 

-6 

66 

142 

55.8 

1.92 

2,17 

2,20 

2,71 

1 1,4 

>NBANK  FINANCIAL 

USTRY  AVERAGE 

151 

102 

14 

0.98 

2.86 

61.8 

40 

53 

207 

61.4 

7.23 

7.04 

11.96 

8.31 

29.6 

ftNCIAL  SERVICES 

tUP  AVERAGE 

375 

237 

13 

0.84 

2.31 

82.9 

59 

55 

258 

63.2 

16.71 

15.35 

24.34 

17.13 

10.9 

xander  &  Alexander 

12 

20 

9 

18 

1  00 

5.13 

40  8 

-15 

66 

173 

45.4 

1.35 

1,07 

1,09 

1,27 

16,5 

ghany 

12 

98 

108 

14 

0.00(d) 

0.00 

6.4 

18 

52 

70 

1 1.7 

10.43 

6,92 

7.16 

8,32 

5,5 

erican  Express 

12 

19 

15 

12 

1.00 

5.26 

470.4 

-7 

63 

719 

81.9 

0.69 

1,57 

1.13 

2,44 

11,1 

r  Stearns 

06 

1 4 

^  ] 

0  57(d) 

3  98 

1 03  6 

55 

48 

1 74 

73  3 

1  00 

1  30* 

1  1 5 

1  90 

9  5 

eficial 

1 2 

57 

43 

1 0 

2.60 

4.54 

25.9 

53 

70 

254 

52.2 

5.61 

5,83 

6.57 

6,56 

3,2 

kshire  Hathaway 

1 2 

8350 

5297 

28 

0.00 

0.00 

1  1 

25 

8 

123 

5.0 

344  00 

295.00 

494.62 

327,50 

5,4 

ck  (H&R) 

04 

34 

5 

22 

0.88 

2.56 

106.8 

60 

72 

381 

41.1 

1 .31 

1  53 

1 .78 

1 ,77 

3,4 

aa 

09 

1 5 

1 2 

1 2 

u.zu 

1  30 

1  ou 

49 

7A 
/  O 

815 

1  no 

1  00* 
1 .  Jz 

0  91 

2  29 

20  5 

/ards  (A.  G.) 

02 

29 

12 

12 

0.56 

1.91 

34.7 

1 18 

57 

147 

57.0 

1.71 

2.50 

2.34 

2.95 

2,4 

ifax 

12 

14 

5 

15 

0.52 

3.65 

82.0 

-12 

62 

249 

68.4 

0.79 

0.92 

0.95 

1,1 1 

8,1 

eral  Home  Loan  Mortgage 

1 2 

94 

41 

10 

2  00 

2.13 

60.0 

93 

72 

327 

82  4 

6  90 

9, 1 6 

NA 

10,44 

3,8 

eral  Natl.  Mortgage  Assn* 

1  z 

JO 

1 9 

^  ^ 

1  on 
1  .zu 

0  1/1 
Z.  1  4 

070  0 
Z/  Z .7 

ou 

fi7 
0/ 

7fl7 

QO  0 

oy  .0 

A  'in 

*i  ni 

fl  AA 
0.40 

70 

1  A 

t  American  Financial 

12 

1  1 

14 

17 

0.40 

3.72 

9  9 

50 

14 

24 

12.4 

0.33 

0,63 

0.30 

0,85 

15,3 

t  Financial  Management 

12 

41 

31 

14 

0.10 

0  24 

27.6 

69 

50 

208 

1 19.6 

2.68 

2,93 

4.75 

3,43 

3  8 

cadia  National 

12 

37 

26 

1 1 

0.00 

0.00 

1 1 .5 

62 

18 

26 

9.9 

5.35 

3,29 

6.21 

4,54 

45,4 

ws 

1  z 

f  u/ 

/  0 

1  n 
I  u 

\  nn 
1  \)\) 

0  94 

AO  n 

or  .u 

7 

y<0 

Ay 

Ofty< 

on 

1 1  01 

1  u.oo 

1 0  '^n 

1 1  pn 
1  1  .ou 

A  P 

oo 

rsh  &  McLennan 

12 

72 

15 

17 

2.60 

3.62 

73.0 

-8 

67 

434 

36.8 

4.15 

4.17 

4.49 

4,53 

7,7 

rrill  Lynch 

12 

48 

36 

9 

1.00 

2.08 

103.3 

139 

53 

304 

129.7 

1 .59 

5.60 

3  10 

5,46 

12,5 

rgan  Stanley  Group 

12 

53 

28 

10 

0.84 

1.58 

73.4 

98 

37 

169 

50.4 

3.38 

5,40 

5.87 

5,22 

8,6 

leWebber  Group 

1  0 

1  A 
1  O 

/ 

u.o  0 

1  07 

1  .7  / 

AC\  1 
4U.  1 

oo 

Ofl 

yo 

1  1  4.0 

— o  1 
z.  1 0 

o  0 

10  1 
1  .0  1 

0  07 
Z,Z/ 

17  0 

nerica 

12 

33 

29 

8 

0.50 

1 .53 

107.8 

42 

73 

328 

64  0 

3.27 

4,09 

5.93 

4  36 

6,9 

omon 

12 

28 

28 

5 

0.64 

2.33 

1 12.5 

15 

59 

344 

141.6 

2.08 

5,1 1 

4  00 

4,19 

23  4 

v/ab  (Charles) 

12 

22 

5 

1 9 

0.16 

0.73 

38  4 

202 

22 

67 

57.8 

0.41 

1,18 

0.84 

1 .44 

23,6 

ient  Loan  Marketing  Assn* 

1  z 

oz 

1 U 

1  Q 
1  0 

u.ou 

1  oo 

1  .zy 

OQ  O 

y  J  .z 

Jo 

7X 
/  O 

0  0  *4 

Q  1  Q 
0  1  .0 

O  OA 

z.yo 

0  *:o 

A  (vO 

4.DZ 

4, 1 0 

1  0 

1  ,z 

isamerica 

12 

38 

38 

1 4 

2.00 

5.21 

76.9 

18 

64 

259 

40.8 

3.29 

2,82 

3.07 

3.72 

8,1 

URANCE 

»UP  AVERAGE 

44 

36 

15 

1.23 

3.43 

51.1 

35 

51 

191 

53.7 

3.42 

3.90 

5.10 

4.37 

32.2 

no  Life  &  Casualty 

12 

38 

66 

7 

2.76 

7.36 

1 10.1 

-4 

73 

427 

67.6 

5.52 

5,40 

5.09 

5.52 

8,0 

erican  Family 

12 

27 

1 1 

15 

0.40 

1.50 

81.6 

40 

45 

163 

45.2 

1.44 

1,78 

1.75 

2.08 

2,4 

erican  General 

12 

41 

39 

10 

2.00 

4.88 

108.8 

30 

70 

377 

42.5 

4.69 

4  19 

4,35 

4.58 

2,4 

erican  international  Group 

12 

86 

50 

12 

0.50 

0.58 

212.3 

12 

51 

685 

35.9 

6.92 

6,97 

9,24 

7.82 

3,3 

erican  National  Insurance 

12 

37 

61 

10 

1.72 

4.71 

26.5 

28 

17 

48 

13.5 

3.96 

3,84 

4,23 

4.09 

4,4 

12 

37 

25 

10 

1.60 

4.34 

63.1 

3 

53 

197 

22.6 

3.61 

3,71 

4,1 1 

4,08 

2,7 

onaut  Group 

12 

25 

21 

8 

0.68 

2.75 

26.7 

16 

24 

64 

15.9 

3.25 

3,07 

5.99 

3,42 

8,5 

>ital  Holding 

12 

49 

35 

9 

1.20 

2.44 

44.7 

26 

68 

286 

55.4 

3.39 

5,73 

5,93 

6,40 

1,9 

bb 

12 

66 

39 

1 1 

1.48 

2.25 

86.9 

29 

72 

465 

59.8 

6.07 

5.89 

7,49 

6,44 

3,9 

na 

12 

52 

76 

10 

3.04 

5.83 

71.6 

28 

92 

372 

51.5 

4.20 

5,18 

4,29 

5,53 

8.7 

^  Financial 

12 

90 

76 

16 

0.00 

0.00 

61.8 

31 

NA 

NA 

7.8 

5.77 

5.46 

7  14 

5,54 

12,8 

iseco 

12 

58 

16 

13 

0.16 

0.28 

9.8 

291 

67 

64 

337.3 

2.72(b) 

4.36 

6,93 

5,41 

170 

itinental  Corp. 
itable  of  Iowa 

12 

25 

39 

168 

2.60 

10.30 

54.6 

2 

NA 

NA 

55.2 

2.53 

0.15 

0,31 

0,11 

818,2 

12 

33 

43 

6 

1.28 

3.88 

7.1 

94 

27 

34 

31.6 

3.35 

5.84 

6,93 

6,46 

10,4 

CO 

12 

189 

77 

16 

2.28 

1.20 

14.2 

12 

78 

1  1 1 

8.0 

13.64 

12.13 

16,23 

13  69 

3,7 

neral  Re 

12 

89 

41 

14 

1.68 

1.88 

86.9 

-4 

83 

571 

49.7 

6.89 

6.31 

8,99 

7  04 

3,7 

rtford  Steam  Boiler 

12 

50 

19 

19 

2.00 

3  98 

210 

4 

46 

171 

22.7 

3.80 

2,69 

3,82 

2,93 

9,9 

12 

3 

1 

4 

0.00 

0  00 

48  2 

-8 

7 

36 

35.0 

-0.88 

0,78 

0,52 

0,88 

1 1,4 

ependent  Insurance  Group 

12 

18 

27 

8 

0.88 

4.89 

13.2 

16 

14 

28 

113 

2.34 

2,22 

2,39 

2,48 

8,5 

erson-Pilot 

12 

55 

44 

13 

1  68 

3.07 

34.2 

47 

47 

211 

38.1 

4.41 

4.31 

5,00 

4,54 

5,5 

nper 

12 

36 

37 

8 

0.92 

2.57 

48.3 

53 

51 

114 

46.2 

0.25 

4,23 

1.39 

4,67 

6,9 

coin  National 

12 

52 

57 

12 

2.72 

5.24 

41.6 

21 

67 

249 

32.1 

4.29 

4,49 

4  63 

4,94 

9,3 

^NL 

12 

29 

41 

5 

1.40 

4.83 

11.9 

67 

44 

81 

174.4 

4.90 

5,62 

6.01 

5,64 

1 1,3 

Republic  International 

12 

35 

35 

8 

0.74(d) 

2.15 

23.3 

67 

61 

100 

26.4 

4.03 

4,58 

5.53 

5,06 

12,3 

on  Capital 

12 

33 

28 

8 

0.92 

2.81 

6.3 

86 

68 

49 

67.9 

2,79 

4,34 

3.93 

4,7! 

16,6 

neer  Financial  Services 

12 

7 

1 1 

10 

0.00 

0.00 

6.6 

10 

27 

24 

129.6 

-1  72(b) 

0,71 

1.07 

1,27 

16,5 

gressive 

12 

51 

18 

17 

052 

1.01 

21.1 

-9 

61 

106 

43.0 

3.84 

3,04 

3.91 

4,57 

16.2 

vident  Life  &  Accident 

12 

20 

30 

7 

1.00 

5.00 

46.5 

14 

42 

96 

41.7 

3.85 

2,95 

5.29 

3,27 

13,5 

iance  Group  Holdings 

12 

4 

6 

23 

0.32 

7.76 

74.6 

-1 1 

14 

23 

4.7 

1.58 

0,18 

0.23 

0.40 

42,5 

eco 

12 

43 

34 

12 

1.48 

3.48 

62.7 

29 

63 

250 

70.2 

4.41 

3,52 

4.94 

4,05 

8.1 

Paul 

12 

67 

53 

8 

2.60 

3.90 

42.5 

7 

86 

329 

93.5 

8.57 

7,94 

1 1.23 

7.93 

6  8 

chmark 

12 

53 

20 

1 1 

1.60 

3.05 

51.1 

7 

49 

269 

28.9 

4.28 

4,67 

5.29 

5,16 

3.5 
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BOOK 

P-E 

1991 

MARKET 

1991 

BASED 

PROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

COMPANY 

SHARE 

PER 

1991 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1990 

ANALYST 

5-YEAR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS. 

°» 

NUMBER 

AQUAL 

EST 

TREND 

SENSUS 

Transatlantic  Holdings 

12 

34 

21 

12 

0.20 

0.59 

22.9 

24 

46 

87 

20.8 

2.71 

2  90 

NA 

3  25 

7.1 

Travelers 

12 

19 

42 

7 

1  60 

8.37 

103.9 

17 

67 

309 

61.5 

-1.85 

2.88 

2.87 

2.79 

14.7 

20th  Century  Industries 

12 

19 

4 

9 

0  42 

2  21 

102.8 

167 

15 

69 

23.0 

1.93 

2.07 

3.12 

2  14 

12.6 

Unitrin 

12 

35 

36 

15 

1,00 

2  86 

52.1 

9 

36 

133 

38  3 

2.40 

2.41 

NA 

2-75 

8.4 

UNUM 

12 

76 

41 

13 

1,04 

1  37 

33.4 

64 

71 

240 

56.5 

5.38 

5.70 

8.83 

6.44 

3.6 

USF&G 

12 

6 

1 1 

NM 

0,20 

3.20 

84.3 

-16 

28 

225 

1  10.0 

-5.71 

-1.98 

NA 

0.72 

95.8 

USLife 

12 

43 

63 

10 

1.64 

3.78 

15.3 

54 

62 

174 

46.4 

4.27 

4.57 

4.72 

4.82 

5  8 

Washington  National 

12 

16 

29 

15 

1,08 

6.97 

10.0 

41 

58 

32 

25.0 

-0.84 

1.03 

NA 

1.37 

29.9 

EARNINGS  PER  SHARE 


1992  ESTIMATES 


(c)  SAVINGS  &  LOAN 


CROUP  AVERAGE 

10 

20 

6 

0.26 

1.83 

51.0 

13 

55 

130 

90.5 

-2.17 

-2.10 

1.94 

1.29 

70.2 

Ahmanson  (H.  F.) 

12 

14 

23 

7 

0.88 

6.34 

116  0 

3 

87 

284 

57.2 

1  64 

2.09 

1.59 

2.27 

5.3 

CalFed 

12 

2 

43 

NM 

0.00 

0.00 

25.6 

-57 

44 

55 

133.6 

-8.77 

-1.06 

NA 

0.64 

71.9 

Coast  Savings  Financial 

12 

5 

17 

2 

000 

0.00 

16.0 

138 

49 

37 

105.9 

-4.14 

2.19 

2.02 

1.50 

30,0 

Dime  Savings  Bank  of  N.Y. 

12 

4 

20 

NM 

0.00 

0  00 

23  1 

48 

47 

52 

72.3 

-5.94 

-1.74 

NA 

0.09 

344.4 

Glenfed 

06 

4 

25 

NM 

0.00 

0.00 

34  2 

-45 

31 

48 

103.9 

3.56(b) 

-6.79* 

NA 

1.64 

13-4 

Golden  West  Financial 

12 

34 

22 

9 

0.22 

0.64 

63.5 

40 

61 

263 

55  6 

2.87 

3.69 

3.26 

4.02 

3.0 

Great  Western  Financial 

12 

14 

16 

6 

0.88 

6  34 

128.6 

13 

82 

307 

68.5 

1.50 

2.25 

1  34 

2.37 

6.3 

HomeFed 

12 

0 

2 

NM 

0.00 

0.00 

21.5 

-91 

22 

38 

156.1 

-11.57  - 

-21.50 

NA 

-3.20 

151.9 

Standard  Federal  Bank 

12 

13 

16 

7 

0  40 

3.14 

30.9 

66 

71 

90 

61.6 

1.30 

1.94 

1.48 

2.25 

5.3 

18  OFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  AVERAGE 


28 


15 


17 


0.34  0.82 


81.2 


36 


54     240  194.6 


1.50 


1.33  2.34 


2.15  37.4 


(a)  BUSINESS  MACHINES  &  SERVICES 


CROUP  AVERAGE 

21 

10 

IS 

0.45 

1.70 

32.9 

56 

53 

130 

133.6 

1.28 

1.43 

1.71 

1.76 

10.2 

Anacomp 

09 

3 

-1 

8 

0.00 

0.00 

38.4 

96 

24 

49 

102.7 

0.09 

0.42* 

0.26 

0.50 

16.0 

Deluxe 

12 

37 

9 

17 

1.28 

3,44 

84,0 

6 

57 

373 

32.7 

2  03 

2.21 

2.36 

2.52 

3.2 

Egghead 

03 

17 

7 

20 

0  00 

0.00 

16,7 

69 

50 

57 

232.9 

0.92 

0.85 

NA 

1.05 

20.0 

HON  Industries 

12 

18 

4 

20 

0.36 

2,00 

32,4 

24 

26 

49 

18.1 

1.30 

0.91 

116 

1.15 

4.3 

Intelligent  Electronics 

10 

24 

15 

1  1 

0.00 

0.00 

18,0 

54 

52 

1  15 

526.1 

2.09 

2.21* 

4  78 

2.65 

9.8 

Merisel 

12 

8 

5 

22 

0.00 

0.00 

24,3 

248 

44 

41 

1 17.0 

0,03 

0.38 

0.10 

0.62 

6.5 

MicroAge 

09 

8 

8 

1 1 

0.00 

0.00 

4.2 

-15 

46 

24 

205.0 

1.46 

0.75* 

1.13 

1.22 

18.9 

Miller  (Herman) 

05 

15 

12 

13 

0.52 

3.41 

25.1 

-12 

59 

92 

91.1 

0.55 

118 

0.86 

1.78 

18.5 

Pitney  Bowes 

12 

58 

22 

16 

1.36 

2.34 

79  3 

47 

75 

459 

42.7 

2.60 

3  64 

3.41 

4.1 1 

2.2 

Reynolds  &  Reynolds 

09 

31 

23 

14 

0  84 

2,74 

10.5 

89 

77 

100 

55.2 

2.30 

2.13* 

2.21 

2.57 

3.9 

Standard  Register 

12 

12 

1  1 

12 

0.56 

4.72 

28.7 

15 

73 

70 

45.9 

0.74 

1.02 

0.87 

1  17 

8.5 

(b)  COMPUTERS  &  PERIPHERALS 
GROUP  AVERAGE 


26 


18 


15 


0.37       0.58  93.7 


20 


54     270  229.7 


1.60 


1.10      2.69      2.27  61.6 


Amdahl  12  13  12  38  0.10  0,80  110.8  -11  46  191  614  1.66  0.33  0.90  1.33 

Apple  Computer  09  51  14  20  0.48  0  95  117  5  21  70  490  417.2  3.77  2,58*  4  65  4.10 

AST  Research  06  16  10  8  0.00  0  00  30,2  -7  54  132  739,6  1,43  2,13*  2.03  2.29 

Commodore  International  06  13  9  7  0.00  0  00  32.7  11  32  80  237.3  0.05  1.73*  0.42  2  15 


Compaq  Computer 
Conner  Peripherals 
Control  Data 
Cray  Research 


12 
12 
12 
12 


24 

13 
9 
47 


22  1 1 

12  8 

10  18 

25  1  1 


0.00 
0.00 
0.00 
0.00 


0.00 
0.00 
0.00 
0.00 


85.1 
576 
42.5 
26.4 


-58 
-44 
3 
56 


49  405  297.8 

42  169  261.0 

75  154  56  0 

79  211  95.0 


5.14 
2.51 
0  05 
4.02 


2.27 
1.61 
0.51 
4.08 


5.82 
3.49 
0.16 
3.75 


2.80 
1.88 
0.94 
4.52 


16.4  ft 
20.7 
24.5 
6.4 


Data  General  09  14  16  5  0.00  0.00  315  225 

Dell  Computer  01  24  10  12  0  00  0  00  23.5  55 

Digital  Equipment  06  63  61  NM  0.00  0.00  125.1  18 

Dynatech  03  18  16  12  0.00  0.00  9.4  -9 

He-vlett-Pockard  10  48  29  16  0.50  104  251.5  56 

Intern:  onal  Business  Machines  12  93  67  22  4  84  5.23  571.6  -18 

Maxtor  03  5  5  NM  0,00  0,00  23.4  -1 

Quantun-i  03  9  7  11  0  00  0.00  40.7  -23 


64  148  248.7 

36  88  635.9 

67  599  119.9 

52  59  108.1 


-4.65 
1.36 
0.59 
1.64 


2.62* 
2.02 
-5.08* 
1.46 


NA 
1.84 

NA 
1.30 


2.02 
2.34 
3.82 
1.90 


52  710  66.4 
49  1245  68.7 
23  40  310.6 

53  120  509.0 


3.06 
10.51 
-1.89 

1.69 


3.02* 
4.20 
-1.10 
0  82 


3.74 
5.62 

NA 

2.09 


4.01 
8.22 
0.33 
1.33 


12.; 

175.1 
33.8 


Seagate  Te-.   ■ -i^ogy 
Silicon  GraphK : 
Storage  Techno:  jy 
Sun  Microsystems 


06 
06 
12 
06 


9 
46 
40 
24 


1 1  9 

17  31 

20  15 

13  13 


0.00 
0,00 
0,00 
0.00 


0.00 
0.00 
0.00 
0.00 


65.1 
20,7 
36.9 
96.4 


-23 
95 

107 
10 


45  132  447.9 

78  147  193.1 

86  159  182.0 

65  266  374.7 


1.92 
1.69 
2,22 
1,21 


0.95* 
1.45* 
2  58 
1.85* 


0.38 
3.49 
1.90 
2.68 


0.16 
1.99 
3.40 
2.03 


381.3  M"Gm» 

a.s  i^ft 


Tandem  Computers 

Tandy 

Unisys 


09 
06 
12 


10 
26 
4 


12  30 
22  10 

2  NM 


0-00 
0.60 
0.00 


0.00 
2.29 
0.00 


107.4 
78.4 
161.7 


-14 
-10 
50 


67  274  96.1 
58  298  56.0 
20     211     104  9 


1.13 
3  54 

-3.45 


0.33* 
2.58* 
-2.24 


0  58 
3  50 
NA 


0.76 
3.09 
0.30 


273. 


Wang  Laboratories 
Western  Digital 
Xerox 


06 
06 
12 


3 
2 
62 


0  NM 
6  NM 
47  13 


0.00 
0.00 
3.00 


0.00 
0.00 
4.84 


167.9 
29.2 
92  5 


-4 
-51 
75 


25 
30 
78 


130  36.9 
53     169  2 
506  79.0 


-3.82 
0  82 
5.51 


-2.26* 
-4.59* 
4.83 


NA 
NA 
5.50 


0.07 
-2.41 
5.68 


385./ 

36, 
8. 


)  COMPUTER  SOFT  Af  ARE  &  SERVICES 


GROUP  AVERAGE 

38 

13 

22 

0.14 

0.47 

102.0 

55 

57 

284 

170.3 

1.45 

1.82 

2.28 

2.25 

6.!  11 

Automatic  Data  .'Processing 

06 

37 

8 

23 

0.40 

1.08 

138  2 

38 

67 

471 

38.9 

1.44 

1.63* 

1  99 

1.82 

l.(  » 

Comdisco 

09 

20 

17 

10 

0.28 

1.37 

38  6 

1 1 

50 

107 

46.9 

2,09 

2.13* 

2.35 

2.52 

Computer  Associates  Intl. 

03 

9 

6 

10 

0.10 

1.07 

177.1 

18 

48 

278 

84.0 

0,86 

0.92 

1.25 

1.05 

10.;  - 

Computer  Sciences 

03 

64 

34 

15 

0.00 

0.00 

16.2 

33 

74 

223 

1  1 1.8 

402 

4.19 

5.36 

4.98 

'■■I 

Eiectycnic  Data  Systems 

12 

53 

24 

23 

0.64 

1.21 

103  7 

42 

48 

320 

37.8 

2,08 

2.35 

2  83 

2  66 

intergrciph 

12 

17 

15 

1 1 

0.00 

0.00 

47.4 

25 

60 

194 

234.4 

1,28 

1.51 

1.52 

1.73 

8.  , 

Lotus  Development 

12 

20 

8 

14 

0.00 

0.00 

43.3 

3 

90 

250 

484.2 

0,54 

1.47 

1.04 

2.21 

7.: 
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EARNINGS  PER  SHARE  

1992  ESTIMATES 

1991   

BOOK       P  E         1991  MARKET  1991  BASED        f  BOM  ANALYSTS 

RECENT   VAtUE     RATIO       DIVI-  SHRS       VALUE       INSTITUTIONAL     juRN-  1991  ON  VARIA- 

SHARE      PER        1991       DEND         YIELD  OUT      CHANGE        HOLDINGS        qVER        1990        ANALYST      5-YEAR         CON  TION 

>MPANY  FY         PRICE     SHARE      EST         RATE  %  MILS.  %  %     NUMBER        %        AQUAL  EST         TREND  SENSUS 

icrosoft  06        97         9       39       0.00        0.00      175.1         97       31      428     194.4        156        2.47*      3.87       3.45  4.6 

>vell  10        50         4       46       0.00        0  00      143.6       206       71      369     239  0       0  68         1.08       1.59        1.45  5.5 

•ode  Systems  05        14        3       30       0.00       0.00     136.9        76       31      204    232.0     -0.09       0.45       1.01       0.65  16.9 


ftPER  &  FOREST  PRODUCTS  

DUSTRY  AVERAGE  37       29       56       1.23        3.61      62.5         12       59     289      56.3       2.83        1.55       2.71       2.58  26.0 


IREST  PRODUCTS 

lOUP  AVERAGE  30  27  30  1.23  4.76  63.2  11  54  237  68.7  2.53  0.22  2.00  1.94  50.8 

tise  Cascade  12  22  31  nm  1.52  7.03  37.9  -17  61  235  76.6  1.62  -3.61  NA  0.63  138.1 

uisiana-Pocific  12  38  31  24  1.08  2.86  39.0  50  46  243  76  3  2.46  1.60  2.49  3  04  164 

ipe&Talbot  12  13  18  43  0.76  5.74  11.6  -10  49  65  67  4  1.61|b)  0.31  0.69  0.65  69.2 

eyerhaeuser  12  24  19  24  1.20  5.11  201.9  8  56  485  52.2  1.87  0.99  1.34  1.66  16.3 

illamette  Industries  12  52  39  29  1.60  3.06  25.5  22  57  159  71.2  5.10  1.80  3.47  3.72  13.7 


lPED 

tOUP  AVERAGE  40      29      64       1.24       3.20      62.2        12       61     307      51.8      2.94       2.03      2.91       2.81  17.1 


twater  12  20  27  17  1.20  5.89  35.9  -3  68  159  66.9  2.30  1.23  2.11  1.10  43.6 

lampion  International  12  24  40  588  0  20(c)  0.85  92.9  -8  70  331  66.3  2.08(b)  0.04  0.18  0.99  39.4 

lesapeake  12  20  15  25  0.72  3.62  20.6  47  48  72  20.8  0.81  0.79  1.11  1.41  20.6 

insolidoted  Popers  12  36  22  17  1.28  3.56  43.7  -6  23  122  20.9  3.27  2.11  3.17  2.37  11.8 

iorgia-Pccific  12  48  33  81  1.60  3.37  87.4  29  64  466  78.1  4.28  0.59  1  56  2.37  19.0 

atfelter  (P.  H.)  12  52  20  16  1.20  2.32  22.5  18  71  111  13.0  3.76  3.29  4  84  3.74  2.7 

rernationai  Paper  12  67  52  16  1.68  2.52  110.3  25  66  606  92.4  5  21  4.18  6  46  5.44  6.4 

mes  River  Corp.  of  Virginia  12  19  27  21  0.60  3.14  81.4  -27  79  278  61.6  0  66  0.89  0.73  1  50  25.3 

mberly-Clark  12  93  30  15  2.96  3.20  80.0  10  68  575  45.6  5.40  6.12  7.44  6.67  3.6 

ead  12  30  26  24  1.00  3.29  58.3  18  65  277  56,8  1.71  1.29  1.65  2.16  13.4 

iriatch  12  34  31  16  1.40  4.07  29.0  19  43  208  53.7  3.41  2.21  3.18  3.29  11.6 

ott  Paper  12  33  29  20  0  80  2.43  73.7  -13  70  394  59.3  2.01  1.64  2.12  2.64  19.3 

lion  Camp  12  46  28  24  1.56  3.43  69  4  31  71  436  60.8  3.35  1.92  3.19  2.95  10.8 

estvaco  10  36  25  17  1.10  3.08  65.7  35  51  262  29.0  2.90  2  10*  3.06  2.74  12.0 


UBLISHING  &  BROADCASTING  

DUSTRY  AVERAGE  53      23      99      0.77       1.88       90.1        10      48     236      39.1       1.85       1.92      3.85      2.76  17.3 


lOADCASTING 

tOUP  AVERAGE  75      27    228       0.15       0.19     120.2        15       44     208     43.0      3.20       3.42      7.47      4.59  27.4 


nerican  TV  &  Communications  1 2  54  6  36  0.00  0  00  109.1  48  NA  na  29.7  1.10  1.47  196  1.85  7.0 

ipital  Cities/ABC  12  380  216  17  0.20  0  05  16.8  -17  79  441  40.9  27.71  22.37  34.18  27.32  5.3 

IS  12  132  27  24  1.00  0.76  13.2  -57  78  272  90.3  3.55  5.54  5.21  9.83  14.2 

»mcast  12  16  0  nm  0.14(c)  0.90  117.3  22  26  204  38.9  -1.58  -1.30  NA  -1.22  28.7 

ultimedia  12  20  ^  14  0^00  OOO  34^6  -il  73  128  9l"2  Tsi  TJl  2M  1^72  23 

le-Communicotions  12  14  1  52  0.00  0.00  354.0  1  69  384  72  2  -0.81  0.26  0.26  0  10  70.0 

rner  Broadcasting  System  12  20  -2  116  0.00  0.00  176.1  105  4  43        2.4  -0  42  0.17  NA  0.45  66.7 

lited  Artists  Entertainment  12  14  4  16  0.00  0.00  140.8  11  14  103  16  9  -127  0.85  0.81  0.63  22.2 

acom  12  31  6  1550  0.00  0.00  120.2  33  7  91        4  2  -0  84  0.02  NA  0.60  30.0 


IBLISHING 

lOUP  AVERAGE  41      20      29       1.10       2.77       74.1         7       51     249     37.0       1.14       1.08      2.30      1.74  11.7 


filiated  Publications                  12  9  3  86  0.24  2.78  70.3  5  45  119  34.3  0.35  0.10  0  13  0.24  29.2 

tmmerce  Clearing  House           12  18  7  21  0.70  3.94  34.8  -21  34       76  28  9  115  0.84  0  83  0.97  6.2 

>wJones                                 12  23  14  24  0.76  3.29  101.1  -3  37  208  18.9  1.06  0.98  NA  1.30  9.2 

m  &  Bradstreet  12  48  11  17  2.16  4.50  178.5  14  71  629  33.7  2.80  2.86  3.18  3.14  1.6 

annett                                     12  37  10  18  1.24  3.32  143.7  -7  75  529  42.8  2.36  2.05  2.47  2.45  4.9 

light-Ridder                             12  45  19  17  1.40  3.15  50.4  1  77  276  45.0  2.94  2  55  2.99  3.02  5.6 

cGraw-Hill  12  52  19  NA  2.20  4.26  49.0  -2  60  366  44.5  3  53  tt  2.34  ft  tt 
tTBecQuse  BUSINESS  WEEK  is  owned  by  McGraw-Hill,  the  Scoreboard  does  not  include  forecasts  of  the  company's  earnings 

edia  General                           12  18  7  55  0.44  2.43  26.0  -3  56       73  26.0  0.98  0.33  0.46  0.80  17.5 

eredith                                    06  25  21  18  0.64  2.56  16.7  5  52  143  37  3  -0  08  1.36*  1.24  1  24  9.7 

ew  York  Times                         12  19  14  51  0.56  2.91  77.3  -7  51  252  32.7  0.85  0.38  0.38  0.70  22.9 

ioders  Digest  Association         06  43  6  25  0.80  1.88  119.4  44  36  271  29.1  1.48  1.74*  NA  1.95  1.5 

ripps(E.W.)                             12  20  9  23  0.40  1.99  74.5  18  13       62  4.1  0  63  0.87  0.89  1.07  2.8 

neVt/arner                              12  83  91  nm  1.00  1.20  92.3  55  44  422  89.2  -13.67  -9.71  ha  -4.96  32.7 

Ties  Mirror  12  27  15  24  1.08  4.00  128.5  1  45  303  23.2  1.40  1.12  I  04  1.49  12.1 

ibune                                      12  37  8  19  0.96  2.59  64.5  6  40  260  36.4  -1.22  1.97  2.03  2.43  8.2 

ashington  Post                         12  182  79  20  4.20  2.31  11.9  -8  54  180  17  5  14.45  9.31  13  82  11.14  6.8 

estern  Publishing  Group  01  13  9  24  0.00  0.00  20.9  26  68       66  85.9  0.36  0.56  0.45  0.80  16.3 


ERVICE  INDUSTRIES  

DUSTRY  AVERAGE  24        11       21       0.41        1.75      46.3        26       52      166     65.9       1.36        1.33       1.83       1.66  10.9 


>NSTRUeTION  &  ENGINEERING 

lOUP  AVERAGE  28       13       19      0.55       1.93       30.1        13       52     186     84.4       1.31       1.62      2.43       1.89  12.6 


jtlerMfg.  12  12  10  12  0.00  0  00  4.6  -15  26  26  32.2  1.81  0.97  2.05  0.75  46.7 

»&G  12  45  14  16  0.84  1.87  27  8  44  61  234  42.8  2.60  2.87  3.25  3,15  1.9 

uor  10  37  12  20  0.32  0.86  80.9  1  64  434  107.6  1.71  1.83  2.84  2.12  9.4 

>ster  Wheeler  12  23  14  18  0.54  2.36  35.6  3  63  216  90  8  1.08  1.25  1.82  1.54  7.8 

ranite  Construction  12  24  13  13  0.20  0.85  11.6  8  40  76  110.8  1.70  1.77  NA  2.03  5.9 
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EARNINGS  PER  SHARE 


COMPANY 


1991 

BOOK 

P-E 

1991 

MARKET 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSTITUTIONAL 

SHARE 

PER 

1991 

DEND 

YIEID 

'  OUT. 

CHANGE 

HOLDINGS 

FY 

PRICE 

SHARE 

EST, 

RATE 

MILS 

°o  NUMBER 

09 

23 

4 

27 

0.00 

0.00 

22.7 

85 

33  81 

03 

17 

13 

34 

1.00 

5.97 

44.1 

-32 

63  221 

12 

42 

27 

14 

1.48 

3.53 

13.6 

12 

66  197 

1992  ESTIMATES 


1991 
TURN. 
OVER 


1991 

1990 

ANALYST 

AaUAL 

EST 

0.64 

0.86* 

-1.97 

0.50 

2.90 

2.90 

BASED 

ON 
5.YEAR 
TREND 


FROM  ANALYSTS 


VARIA. 
CON-  noN 
SENSUS 


Jacobs  Engineering  Group 
McDermott  International 
Morrison  Knudsen 


59.6 
121.4 
110  1 


1.97 
NA 
2.64 


1.04 
1.14 
3.37 


2.9 
21.9 
4.5 


(b)  INDUSTRIAL  DISTRIBUTION 
GROUP  AVERAGE 


22 


12 


21 


0.37 


2.01  27.8 


47 


54      118  54.7 


1.29 


1.19 


1.79  1.54 


10.8 


Arrow  Electronics 
Avnet 
Bearings 
Genuine  Parts 


12 
06 
06 
12 


13 
25 
19 
43 


12 
23 
19 
14 


21 
15 
30 
16 


0.00 
0.60 
0.64 
1.45 


0.00 
2.40 
3.46 
3.37 


12.0 
35.5 
7.1 
76.3 


208 
-3 
4 
13 


36  41  121.2 

82  144  48.2 

66  53  31.1 

62  390  37.0 


0.44 
1.57 
1.70 
2  68 


0.63 
1.72* 
0.61* 
2.71 


NA 
2  46 
2.03 
3.36 


1.31 
1.69 
1.26 
2  94 


18.3 
1 1.2 
7.1 
2.7 


Grainger  (W.W.) 

Howell 

Kaman 

Marshall  Inciustries 


12 
t2 
12 

05 


43 
10 


24 


16  18 

1 1  38 

1 1  8 

19  1 1 


0.62 
0.32 
0.44 
0.00 


1.44 
3.12 
5.42 
0.00 


53,5 
4.8 

18,2 
8  5 


29 
-15 
3 
22 


63  302  43.4 

27  32  12.5 

43  69  56.6 

79  72  46.9 


2-31 
1.17 
1.06 
2.03 


2.37 
0.27 
0.97 
2  17 


2,94 
0.60 
0.77 
3.15 


2.74 
1.07 
1.14 
2.75 


3.3 
29.9 
1.8 
0.0 


Office  Depot 
Premier  Industrial 
Sigma-Aldrich 
TBC 


12 
05 
12 

12 


40  7  55 

28  5  20 

43  8  26 

13  4  15 


0.00 
0.44 
0.22 
0,00 


0.00 
1.59 
0.52 
0.00 


25  8 
57,4 
49,7 
19,8 


332 
12 
45 
53 


54  139  239,7 

19  119  8,9 

54  213  46.4 

63  66  63.9 


0.60 
1  30 
1.44 
0.79 


0.74 
1.37 
1,61 
0  87 


1.07 
1.68 
2.04 
1.27 


1  26 

1.56 
1,87 
0.97 


7.9 
7.7 
1.6 
4.1 


United  Stationers 
Univor 

Willcox  &  Gibbs 


08 

02 
12 


9 
1 1 
7 


12 
9 


13 
16 
15 


0.40 
0.30 
0.10 


4.64 
2.82 
1.38 


15.5 
19.6 
13.6 


-3 
3 
2 


64 

16 

77 


43  27.2 
32  11.7 
54  25.7 


0.83 
1.10 
0.40 


0,64* 
0.67 
0.50 


0.80 
2.38 
0.54 


0.79 
0.87 
0.85 


10.1 
36.8 
8.2 


I  POLLUTION  CONTROL 


GROUP  AVERAGE 

20 

6 

31 

0.26 

1.24 

178.2 

-12 

37 

339 

62.3 

1.02 

0.73 

1.08 

1.08 

14.2 

Air  &  Water  Technologies 

10 

19 

8 

44 

0.00 

0,00 

22.4 

-1 

55 

78 

41.7 

0.35 

0.42 

NA 

0.62 

40.3 

Browning-Ferris  industries 

09 

17 

8 

41 

0.68 

3,97 

152.7 

-23 

57 

478 

81.6 

1.68 

0.42* 

0.85 

1.32 

1 1.4 

Chemical  Waste  Management 

12 

19 

5 

31 

0.20 

1  03 

206.8 

-10 

16 

217 

41  9 

0  85 

0.62 

0.86 

0  89 

7.9 

ICF  International 

02 

8 

2 

14 

0,00 

0  00 

18.1 

-32 

8 

27 

91  8 

0  71 

0  58 

0.72 

0.64 

7.8 

Waste  Management 

12 

37 

8 

23 

0,44 

1.20 

490.9 

5 

50 

894 

54.9 

1.49 

1.61 

1.90 

1  95 

3.6 

(d|  PRINTING  &  ADVERTISING 


GROUP  AVERAGE 

35 

13 

17 

0.71 

1.95 

33.8 

38 

74 

184 

77.5 

2.11 

2.11 

2.48 

2.48 

3.4 

Advo-System 

09 

22 

6 

20 

0  00 

0.00 

13.1 

87 

75 

64 

133.4 

0.95 

1.06* 

1.22 

1.27 

2.4 

Banta 

12 

26 

17 

12 

0.60|c) 

2  29 

13.1 

8 

69 

95 

105  9 

2  29 

2,1 1 

2.54 

2.53 

3.2 

Donnelley  (R.  R.)  &  Sons 

12 

47 

22 

18 

1,00 

2.12 

77.7 

19 

68 

390 

31.7 

2.91 

2,69 

3.09 

3.20 

4.1 

Interpublic  Group 
Omnicom  Group 

12 

47 

13 

18 

0.84 

1.79 

37.0 

35 

78 

214 

42.4 

2.38 

2.60 

3.16 

3.05 

3.0 

12 

31 

10 

15 

1.10 

3  55 

28.1 

42 

78 

158 

74.1 

2.01 

2.08 

2.39 

2.35 

4.7 

{e)  OTHER  SERVICES 

GROUP  AVERAGE 

20 

9 

19 

0.30 

1.35 

27.1 

18 

45 

126 

63.7 

1.32 

1.21 

1.48 

1.55 

11.9 

Adia  Services 

12 

18 

10 

23 

0.16 

0  90 

18  1 

29 

12 

38 

14.8 

1,41 

0  76 

1.24 

1,34 

28.4 

CDI 

12 

7 

5 

31 

0,00 

0.00 

19.7 

6 

28 

42 

14.8 

0,61 

0.23 

0.44 

0  46 

39.1 

Handleman 

04 

13 

7 

12 

0,40 

3.05 

33.2 

3 

70 

166 

87.1 

0,72 

1.12 

1.04 

1,34 

1 1.2 

JWP 

12 

14 

1 1 

9 

0,00 

0.00 

39.0 

-7 

55 

199 

1 12.9 

1.56 

1.55 

2.23 

1  76 

63 

Kelly  Services 

12 

29 

12 

22 

0.72 

2.50 

30.1 

-12 

31 

101 

24.8 

2.37 

1.33 

2.09 

1.83 

8.7 

Olsten 

12 

23 

7 

25 

0  24 

1.06 

15  6 

92 

45 

82 

34.8 

0.80 

0.92 

1.08 

1.32 

6.1  * 

Pinkerton's 

12 

25 

13 

15 

0,00 

0.00 

8.0 

49 

56 

59 

179.6 

1,56 

1.63 

NA 

2.16 

6.5  « 

Safety-Kleen 

12 

27 

8 

26 

0,32 

1.20 

56.9 

3 

53 

309 

60.8 

1,05 

1.02 

1.26 

1.27 

4.7  S 

Service  Corp,  international 

12 

24 

10 

16 

0.56 

2.36 

46.4 

7 

72 

239 

72.3 

1,28 

1,51 

1.27 

1.75 

Wackenhut 

12 

25 

10 

12 

0.60 

2.45 

3.9 

8 

28 

28 

35.4 

1,80 

2,00 

2.64 

2  29 

n 

-TELECOMMUNICATIONS 

|-JS>USTRY  AVERAGE 

35 

18 

32 

1.61 

4.03 

286.2 

6 

38 

438 

48.2 

2.39 

2.08 

2.88 

3.43 

11.1  ( 

|a)EO,     '"tNT*  SERVICES 

i 

GROt;    ,  f  RAGE 

22 

11 

67 

0.55 

2.06 

294.8 

18 

39 

344 

94.3 

1.68 

0.72 

2.82 

1.29 

21.8  II 

Americor.     ' -. ohone  &  Teleg 

raph  1 2 

36 

12 

14 

1.32 

3.63 

1304.4 

44 

23 

837 

31.6 

2.51 

2.63 

5.83 

2.97 

3  7 

DSC  Comrira  -^^ions 

12 

4 

4 

NM 

0.00 

0.00 

41.7 

-36 

37 

137 

263.3 

0.47 

-1.05 

NA 

0.23 

73.9  !! 

McCaw  Cellu      '.ommunications  12 

26 

10 

NM 

0.00 

0.00 

182.1 

55 

39 

232 

72.2 

1  92 

-2.34 

NA 

-1.81 

36.5  » 

MCI  Communic    t  hs 

12 

28 

10 

14 

0.10 

0.36 

257.0 

43 

62 

555 

131.4 

1  06 

2.02 

3.36 

2.39 

4.6  HI 

Pacific  Telecom 

12 

25 

15 

12 

1.26 

4.99 

39.5 

2 

7 

43 

7.2 

2  46 

2.04 

2.80 

2.58 

12.8  " 

Scientific-Atlanta 

06 

14 

12 

283 

0.16 

1.13 

22.7 

14 

47 

130 

94.9 

1.90 

0.05* 

0.13 

0.54 

13.0  !! 

United  TelecommunicaHons 

12 

23 

1 1 

14 

1.00 

4.30 

216.1 

1 

61 

474 

59.4 

1.43 

1.70 

1  95 

2.1 1 

8.1  lis 

(b|  TELEPHONE  COMPANIES 

* 

GROUP  AVERAGE 

41 

22 

IS 

2.18 

5.09 

281.6 

-1 

37 

489 

23.4 

2.78 

2.82 

2.91 

3.05 

Alltel 

12 

36 

13 

15 

1.40 

3.90 

79.1 

5 

33 

243 

20.8 

2.35 

2  38 

3  07 

2.63 

Ameritech 

12 

60 

30 

13 

3.40 

5.69 

266.1 

-10 

32 

531 

19.7 

4,73 

4,66 

5.00 

4.82 

1  9  * 

Bell  Atlantic 

12 

45 

24 

13 

2.52 

5.55 

394  7 

-15 

30 

614 

23  4 

3,38 

3.62 

3.54 

3.64 

BellSouth 

12 

47 

27 

15 

2.76 

5.92 

485.1 

-14 

26 

697 

16.6 

3  38 

3  21 

3.31 

3.42 

pntel 

12 

29 

13 

52 

0.88 

3.00 

84.9 

-1 

58 

274 

26.1 

0,54 

0,56 

0  26 

0.73 

20.5 

Cificinnati  Bell 

12 

20 

9 

25 

0.80 

3.98 

61.4 

-13 

29 

1  16 

18.5 

1.44 

0,81 

1.22 

1.12 

8.9 

GTE 

12 

31 

12 

16 

1.70 

5.44 

886.6 

42 

52 

848 

31.2 

2,26 

1  96 

2.24 

2.20 

3.6  * 

Nynex 

12 

75 

47 

13 

4.56 

6.06 

202  8 

7 

38 

625 

27.6 

4.78 

5.73 

4.73 

6.17 

3.2  « 

Pacific  Teiesis  Group 

12 

40 

19 

14 

2.14 

5.38 

400.4 

-12 

37 

696 

25.9 

2.59 

2  83 

2  97 

3.01 

3.0  ?! 

i     Rochester  Telephone 

12 

33 

19 

17 

1.50 

4.51 

29.0 

14 

32 

148 

21.7 

1.72 

1,95 

1.98 

2,10 

4.8  IK 

SoLrtliem  New  England  Telecomms.  1 2 

30 

19 

13 

1  76 

5.79 

62.5 

-7 

31 

189 

19.3 

2.17 

2  29 

2  45 

2.63 

2.7  nj 

Southwestern  Bell 

12 

58 

29 

15 

2.84 

4.92 

299.8 

3 

39 

732 

27.5 

3.67 

3.74 

3.81 

408 

4.2  i» 

:      Lis  West 

12 

34 

24 

12 

2.08 

6.05 

408.3 

-8 

42 

646 

26  3 

3.11 

2.87 

3.24 

3.06 

3.9  i» 
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INVESTMENT  SCOREBO-  'i 


EARNINGS  PER  SHARE 


1992  ESTIMATES 

1991   


BOOK 

P-E 

1991 

MARKET 

1991 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI 

SHR5. 

VALUE 

INSTITUTIONAL 

TURN- 

1991 

ON 

VARIA 

SHARE 

PER 

1991 

DEND 

YIELD 

OUT, 

CHANGE 

HOLDINGS 

OVER 

1990 

ANALYST 

SYEAR 

CON- 

TION 

MPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS. 

NUMBER 

AGUAL 

EST. 

TREND 

5ENSUS 

% 

ANSPORTATION 

USTRY  AVERAGE 

32 

21 

19 

0.59 

1.71 

47.5 

26 

58 

197 

92.3 

-0.85 

0.31 

2.57 

2.43 

26.7 

LiNES 

>UP  AVERAGE 

38 

20 

NM 

0.19 

0.44 

39.0 

-2 

54 

202 

140.1 

-7.84 

-4.73 

0.75 

1.54 

57.0 

ska  Air  Group 

1  o 
1  Z 

1 9 

22 

80 

0.20 

1 .04 

1 3,2 

1 0 

64 

1 1 7 

1 1 0.6 

U,OZ 

U.ZA 

U.44 

1  71 

1  ,/ J 

ZO.  J 

erica  ^Vest  Airlines 

12 

1 

-5 

NM 

0.00 

0.00 

23.0 

-71 

5 

23 

140.8 

-4,26 

-4,88 

NA 

-1.36 

1 14,7 

1 2 

59 

56 

NM 

0  00 

0.00 

68.3 

33 

79 

444 

170.3 

-0,64 

-2.63 

NA 

4,56 

25.9 

iHnGntol  Airlines  Holding 

1 2 

1 

-82 

NM 

0.00 

0.00 

45.9 

-62 

6 

32 

1 16,8 

-58,96 

-9,10 

NA 

-2,81 

109,3 

to  Air  Lines 

06 

57 

50 

NM 

1 .20 

2. 1 0 

49.4 

20 

62 

351 

1 30. 1 

5,79 

-7.73* 

NA 

Kj.Zd 

1  AQ  A  A 
1  Uo4.U 

jthwest  Airlines 

12 

29 

15 

41 

0.10 

0.35 

42.2 

65 

84 

179 

98.5 

1,10 

0,70 

1.05 

1.82 

20.9 

L 

12 

125 

78 

NM 

0.00 

0.00 

23.8 

23 

72 

284 

183.4 

4,33 

-5.52 

NA 

10.49 

24.5 

IVir  Group 

12 

1 1 

24 

NM 

0.00 

0.00 

46.2 

-32 

64 

186 

170,4 

-10,89 

-8.89 

NA 

-2.38 

77.2 

LROADS 

)UP  AVERAGE 

43 

27 

15 

1.08 

2.25 

98.1 

63 

55 

333 

68.9 

2.93 

3.12 

3.83 

3.87 

6.9 

lington  Northern 

JO 

1  1 

1  Q 
1  O 

1 .20 

3.36 

/O.O 

25 

66 

JdZ 

1  \jf  .Z 

o  oo 

Z.07 

1  ox 

1  .TO 

1  T*; 

1 ,/ 0 

J.J  J 

111 
1  1 . 1 

isolidated  Rail 

12 

71 

67 

1 3 

1.80 

2.55 

41 .2 

78 

78 

324 

1 22,5 

5,10 

5.32 

4,40 

6.82 

6.6 

( 

12 

49 

37 

12 

1.52 

3.13 

102.1 

59 

58 

434 

54.1 

3,63 

3.98 

4,50 

4.65 

5,2 

lois  Central 

12 

28 

9 

12 

0.00 

0.00 

28.3 

177 

40 

77 

82,3 

1.96 

2.38 

NA 

2.78 

4.7 

nsos  City  Southern  Industries 

12 

52 

38 

13 

1.08 

2.10 

10.4 

46 

48 

82 

55.3 

3.95 

4.07 

4,31 

4,55 

5,3 

rfolk  Southern 

12 

56 

32 

16 

1.60 

2.88 

144.4 

24 

60 

524 

35.1 

3,43 

3.55 

454 

4.27 

6,3 

ito  Fe  Pacific 

12 

10 

5 

19 

0.10 

0.98 

179.0 

63 

29 

254 

52  1 

-0,62 

0.55 

NA 

0.86 

12,8 

on  Pacific 

1 2 

45 

20 

14 

1.36 

3.02 

202.3 

29 

63 

613 

42  6 

3,09 

3.17 

3,47 

3.69 

3,5 

tNSPORTATION  SERVICES 

)UP  AVERAGE 

22 

18 

16 

0.44 

1.82 

29.5 

20 

64 

141 

73.1 

0.98 

1.25 

1.87 

2.06 

27.8 

Express  International 

1 2 

1 7 

8 

10 

0.16 

0.94 

7.5 

62 

41 

48 

67  A 

1,51 

1 .63 

2,13 

1 .82 

6,6 

?orne  Freight 

12 

21 

15 

1 4 

0.30 

1 .43 

19.0 

25 

84 

127 

1 29.7 

1 ,76 

1 .47 

1 ,86 

2.07 

7.7 

dndale  Industries 

1 2 

4 

1 6 

NM 

0.00 

0.00 

14.4 

-34 

37 

39 

67.8 

-1 .71 

-1 .64 

NA 

0.22 

136.4 

erol  Express 

05 

35 

32 

15 

0.00 

0.00 

53.6 

4 

72 

271 

70,4 

0,1 1 

2.30 

0,47 

3.31 

8.8 

LI 

r\A 
U4 

tri 
JU 

ZA 

1  -Z(J 

O.V/ 

1  O.V 

ZA 

/  1 

1  1 U 

40,  J 

Z./o 

Z.yj 

J,0o 

j.Z  1 

z.z 

ier  System 

12 

18 

18 

22 

0.60 

3.40 

73,7 

18 

69 

248 

62,7 

0,96 

0.79 

0,52 

1,43 

1 1,9 

lit/  Industries 

03 

27 

16 

21 

0.80 

3.02 

21.1 

45 

75 

142 

70,7 

1,42 

1.28 

2,57 

2,34 

20.9 

ICKING&  SHIPPING 

>UP  AVERAGE 

2S 

19 

17 

0.63 

2.28 

24.2 

22 

60 

116 

85.5 

0.58 

1.57 

2.60 

2.25 

19.8 

xander  &  Baldwin 

12 

26 

15 

13 

0.88 

3.45 

46,2 

15 

44 

138 

47,6 

2  50 

1,93 

2,85 

2.23 

3,6 

erican  President 

12 

34 

31 

10 

0.60 

1.78 

14,6 

72 

94 

95 

80,0 

-3,46 

3,31 

5,48 

3,72 

24,5 

olina  Freight 

12 

19 

19 

27 

0.60 

3.12 

6.6 

48 

54 

51 

60,9 

035 

0.71 

0,22 

1,44 

14,6 

isolidated  Freightways 

12 

13 

16 

NM 

0.00 

0.00 

35.0 

10 

69 

162 

1 16,8 

-1.16 

-1,44 

NA 

1.02 

67,6 

TX 

12 

23 

31 

6 

1.20 

5.16 

19.4 

-9 

77 

139 

64,5 

3,61 

3.69 

5.64 

3,44 

4,4 

nt  (J.  B.)  Transport  Services 

12 

27 

9 

20 

0.28 

1.06 

23.1 

52 

31 

51 

48,1 

1,28 

1.30 

1.45 

1,65 

4.8 

ston 

12 

7 

15 

18 

0.00 

0.00 

5.8 

-22 

41 

36 

148,6 

-3,26 

0.36 

0,35 

0,93 

35.5 

adway  Services 

12 

52 

22 

17 

1.20 

2.30 

39.0 

37 

64 

213 

85.2 

3,05 

3.07 

3,69 

3.64 

4,9 

ow  Freight  System 

12 

26 

17 

22 

0.94 

3.69 

28.1 

-4 

67 

161 

117  6 

2,31 

1.18 

1,12 

2.16 

18,5 

riLITIES  &  POWER 

USTRY  AVERAGE 

31 

21 

16 

1.75 

5.52 

106.0 

12 

44 

261 

44.2 

1.88 

2.36 

2.67 

2.62 

7.0 

CTRIC,  WATER  &  COGENERATION 

9UP  AVERAGE 

32 

22 

13 

1.88 

5.63 

129.0 

18 

42 

279 

40.1 

2.00 

2.60 

2.55 

2.76 

5.2 

egheny  Power  System 

12 

45 

31 

12 

3.16 

7.06 

54.0 

23 

40 

242 

34.6 

3,61 

3.67 

3,51 

3.77 

2,1 

erican  Electric  Power 

12 

32 

23 

1 1 

2.40 

7.59 

184.5 

13 

31 

393 

34.4 

2,65 

2.76 

2.93 

2.92 

4,1 

erican  Water  Works 

12 

24 

18 

10 

0.86 

3.64 

30,8 

48 

47 

106 

16.9 

1,85 

2.35 

2  09 

2.42 

1 ,7 

timore  Gas  &  Electric 

12 

33 

26 

13 

2.10 

6.39 

84,2 

19 

47 

287 

34.4 

1.64 

2.59 

2.01 

2.74 

5  5 

■olina  Power  &  Light 

12 

50 

30 

1 1 

3.04 

6.1 1 

80,4 

7 

35 

314 

27.7 

3,16 

4.37 

3.71 

4.39 

4.3 

iterior  Energy 

12 

19 

20 

1 1 

1.60 

8.53 

139,3 

5 

26 

141 

33.8 

1,90 

1.77 

1.49 

1  31 

7.2 

ifral  &  South  West 

12 

52 

30 

13 

2.92 

5.67 

94  1 

17 

53 

423 

32.2 

3.79 

3.97 

3.72 

;.16 

2.2 

cinnati  Gas  &  Electric 

12 

37 

28 

10 

2.48 

6.66 

56,2 

35 

44 

208 

44.6 

4.12 

3.57 

4.47 

3.60 

6.1 

S  Energy 

12 

18 

15 

9 

0.48 

2.67 

79,8 

-36 

68 

159 

68.0 

-6.07 

1.97 

3.9/ 

2.13 

21.1 

mmonwealth  Edison 

12 

42 

30 

14 

3.00 

7.19 

212,5 

20 

51 

505 

44.6 

0.22 

2,99 

0.71 

3.83 

8.1 

isolidated  Edison  Co.  of  N.Y. 

12 

26 

20 

1 1 

1.86 

7.15 

228,3 

10 

27 

386 

40.1 

2.34 

2,38 

7  b  ! 

2.40 

3.3 

^roit  Edison 

12 

34 

19 

10 

1.88 

5.61 

147.0 

19 

36 

323 

32.8 

3.26 

3.45 

3  44 

3.54 

4.2 

minion  Resources 

12 

56 

37 

13 

3.56 

6.31 

104,2 

21 

44 

371 

34.9 

4.38 

4.40 

4.41 

4.56 

1.8 

ce  Power 

12 

31 

20 

12 

1.72 

5.53 

204,4 

3 

44 

392 

29.7 

2,40 

2.55 

2.69 

2.67 

2,6 

ergy 

12 

28 

23 

1 1 

1.40 

5.02 

181  0 

22 

74 

329 

46.7 

2,44 

2.45 

2.54 

2.58 

3.5 

rida  Progress 

12 

45 

29 

13 

2  84 

6.35 

54,9 

24 

35 

253 

31.1 

3.50 

3.40 

3.38 

3.58 

2.8 

.  Group 

12 

35 

19 

13 

2.40 

6  93 

163,7 

21 

43 

438 

44.6 

-2.86 

2.66 

2.81 

2.81 

2.8 

neral  Public  Utilities 

12 

26 

21 

10 

1.50 

5.85 

1 10,8 

13 

63 

242 

48.0 

2.51 

2.53 

2.98 

2.60 

2.3 

If  States  Utilities 

12 

10 

18 

16 

0.00 

0.00 

108  1 

-8 

65 

129 

54.2 

-0,99 

0  62 

0.41 

0.84 

19,0 

uston  Industries 

12 

41 

28 

13 

2.96 

7.18 

129.2 

13 

58 

420 

55.7 

2.67 

3.13 

2.71 

3.27 

4,0 

lois  Power 

12 

23 

20 

21 

0.00 

0.00 

75.6 

42 

62 

114 

37.8 

-1,53 

1.09 

0,76 

1.98 

16.2 

ig  Island  Lighting 

12 

25 

20 

1 1 

1,70 

6.94 

111,4 

15 

52 

198 

52.3 

2,26 

2.32 

2.37 

2.41 

3.3 

w  England  Electric  System 

12 

31 

22 

12 

2.08 

6  63 

65.0 

27 

35 

225 

43.6 

4,11 

2.64 

2,93 

2.75 

4.7 

w  York  State  Electric  &  Gas 

12 

28 

22 

11 

2.12 

7.71 

63,2 

7 

33 

173 

38,7 

2.48 

2.42 

2,53 

2.55 

3.1 
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BOOK  P-E 

RECENT   VALUE  RATIO 

SHARE      PER  199 

PRICE     SHARE  EST 


Niagara  Mohawk  Power  12  18  16  12  0  64  3.66  136.1  33  59  239  54.5  0.30  1.50  0.76  1.66  4.8 

Nipsco  Industries  12  26  15  13  116  4.50  67  1  33  68  176  70.2  1.81  195  3.19  2.07  2.9 

Northeast  Utilities  12  23  17  11  176  7.74  111.1  15  31  194  36.3  1.94  1  99  1.74  2.00  3.0 

Northern  States  Power  12  41  25  14  2.42  5.90  62.5  21  34  252  32.2  2.79  2.96  2.91  3.16  3.8 


Ohio  Edison  12  20  16  12  1.50  7.36  152.6  19  30  243  34.9  1.67  1.67  1.47  1.78  6.7 

Pacific  Gas  &  Electric  12  31  18  15  164  5.27  415  8  23  38  406  23.1  2.10  2.13  2.04  2  47  5  3 

PacifiCorp  12  24  13  13  1.50  6.35  260.5  9  30  386  25.1  1.85  1.87  1.89  1.98  20 

Pennsylvania  Power  &  light  12  50  30  12  3.10  6.25  75.7  14  28  232  18.1  3.95  4.12  4.52  4.22  1.7 


Philadelphia  Electric  12  24  18  12  1.30  5.36  218.7  36  35  289  37.7  0  07  2.08  0.41  2.20  4.5 

Pinnacle  West  Capital  12  16  19  14  0.00  0  00  87  0  60  49  112  45.7  0.81  1.16  0.53  1.45  17.9 

Potomac  Electric  Power  12  23  15  12  156  6.78  108  1  22  21  230  40.5  1.62  1.90  1.77  1.99  4.5 

Public  Service  Co.  of  Colorado  12  26  18  11  2  00  7.66  55  9  16  34  150  54.6  2.49  2.38  2.57  2.33  5  2 


Public  Service  Enterprise  Group  12  28  21  11  2.12  7.50  225.9  11  37  394  33.9  2.56  2.59  2.87  2.65  2.6 

San  Diego  Gas  &  Electric  12  44  24  13  2.80  6.35  56.2  -1  17  155  34.1  3.52  3  46  3.47  3.50  2.6 

SCEcorp  12  46  26  12  2.72  5.93  218.5  21  33  514  28  3  3.60  3.69  3.84  3.80  1.6 

Southern  12  31  22  12  2.14  6.82  315.7  13  31  443  32.6  1.91  2.64  2.24  2.83  2.5 


Texas  Utilities  12  41 

Union  Electric  12  36 

Wheelabrator  Technologies  12  28 

Wisconsin  Energy  12  37 

Zum  industries  03  35 


30 
21 


21 
20 


12 
12 
25 
13 
14 


3.00 
2.24 
000 
1.86 
0.88 


7.38 
6.27 
0.00 
4.99 
2.54 


209.0 
102.1 
82.9 
674 
12  5 


18 
20 
42 
18 
0 


66 
39 
34 
35 
44 


533 
233 
187 
256 
148 


60.9 
41  2 
29.7 
38.6 
72.3 


4.40 
2.74 
0.60 
2.77 
2.46 


3.48 
2  97 
1.11 
2.85 
2.43 


3.72 
2.77 
1.19 
3.04 
3.00 


3.68 
2  94 
1.35 
3.03 
3.01 


7.9 
3.7 
3.0 
2.6 
10.0 


(b)  GAS,  OIL  &  TRANSMISSION 


GROUP  AVERAGE 

28 

20 

26 

1.45 

5.24 

48.7 

-3 

47 

215 

54.2 

1.60 

1.77 

2.98 

2.24 

11.5 

Arkia 

12 

15 

9 

23 

1.08 

7.45 

116.5 

-27 

59 

352 

63.8 

1.10 

0.64 

0.73 

1.12 

10.7 

Atlanta  Gas  Light 

09 

35 

20 

17 

2.04 

5.83 

23.7 

17 

21 

117 

23.0 

2.02 

2.07* 

2.17 

2.44 

57 

Brooklyn  Union  Gas 

09 

29 

23 

13 

1.90 

6.50 

28.0 

11 

31 

114 

27.3 

2.14 

2.18* 

2.42 

2.47 

32  1 

Columbia  Gas  System 

12 

18 

19 

1 1 

0.00 

0.00 

50.6 

-61 

48 

248 

155.4 

2.21 

1.67 

2  06 

2.05 

37.1 

Consolidated  Natural  Gas 

12 

41 

21 

21 

1.88 

4.56 

87.1 

-5 

41 

376 

24  0 

1.91 

1.97 

1.94 

2.62 

84  1 

Eastern  Enterprises 

12 

27 

23 

14 

1.40 

5.21 

22.5 

-1 

72 

165 

49.1 

2.77 

1.96 

3.27 

2.57 

5.8 

1 

Enron 

12 

73 

33 

2C 

2.60 

3.57 

50.6 

33 

52 

352 

41.9 

3.52 

3.72 

12.60 

4.46 

12.1 

Enserch 

12 

15 

1 1 

30 

0.80 

5.25 

65  1 

-24 

71 

222 

56.3 

1.03 

0.51 

3.05 

0.98 

22.4  t 

MCN 

12 

24 

14 

15 

1.64 

6.94 

24.1 

1 1 

41 

118 

38.1 

1.38 

1  57 

1.21 

2.1 1 

5.2  1 

National  Fuel  Gas 

09 

24 

18 

15 

1.46 

6.08 

30.8 

9 

23 

108 

22  6 

1.83 

1.63* 

1.78 

1.95 

7.2  1 

Nicor 

12 

45 

24 

12 

2.24 

5.03 

29.0 

1 

52 

246 

45.5 

3.86 

3.84 

4.66 

4.18 

2.9 

IR'i 

Pacific  Enterprises 

12 

24 

23 

12 

1.76 

7  22 

72.4 

-36 

29 

236 

43.3 

-0.86 

2.05 

2.86 

2.32 

9.5 

Panhandle  Eastern 

12 

15 

11 

19 

0.80 

5.20 

107.3 

45 

52 

259 

60.4 

-2.63 

0.82 

NA 

1.00 

12.0 

3 

Peoples  Energy 

09 

27 

18 

13 

1.72 

6.49 

32.8 

12 

45 

193 

23.8 

2.07 

2.05* 

2.15 

2.38 

4.6 

! 

Sonat 

12 

34 

28 

18 

2.00 

5.82 

42  9 

-27 

64 

292 

64  8 

2.59 

1.93 

2.36 

2.45 

9.0 

Southwest  Gas 

12 

1 1 

16 

9 

0.70 

6.15 

20.4 

-12 

21 

68 

60.0 

1.81 

1.20 

1.47 

1.35 

16.3 

If 

Transco  Energy 

12 

20 

17 

183 

0.60 

2.98 

30  7 

-37 

48 

176 

1 1 1.5 

0.53 

0.1 1 

NA 

1.44 

28.5 

K  UK 

Williams 

12 

35 

25 

17 

1.40 

4  06 

41.6 

34 

71 

233 

65.2 

1.58 

2.02 

2.92 

2.49 

6.0 
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Abbot. .  rorotories  12d 

Advanced  id 
Acfvo^ystem  2:.. 
Aetna  Life  &  Cosuc  h 
Affiliated  Pubs.  20b 
Ahmanson(H.F.)  17e 
Air  &  Water  Techs.  21c 
Air  Express  Intl.  23« 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaslca  Air  Group  23a 
Albany  Intemotional  15d 
Alberto^ulver  6c) 
Albertson's  lOc 
Ako  Stondard  5 
Aicoo  16a 
iexonder  &  Alex.  17o 
G-iderfi  Baldwin  23d 

A:       .or.y  17a 

Aile^j  "V  Ludlu 
Alleghe,  :  I'ow^ 
Allergan  12b 
V'(f;ntTechsysl€ 
-1-Signal  5 
-ittei  ^52b 
Arrox  16a 

AT-j-o'Jr.  Hess  lib 


n  16b 
24a 


,  15a 


AmericoWest  23a 
Americon  Brands  6e 
Amencan  Cyanamid  4 
Americon  Electric  24a 
American  Express  17a 
American  Family  17b 
American  General  17b 
American  Greetings  14d 
^J^lerican  Home  12b 
'  erican  Intl.  Group  17b 
:an  National  17b 
A,         'n  President  23d 
Anif.      -  Stores  lOc 
Amen.       /  20a 
America      -j'-.-r  24a 
Amerrlech  J"-V  > 
Ametek  9c 
Ajngen  12b 
Amoco  lib 
AMP  9d 
AMR  23a 
A.TOcomp  18a 
Arnlog  Devices  9d 
Anheuser-Busch  6c 
Aon  17b 

Apple  Computer  18b 
Applied  Material  15c 
Archer  Daniels  lOb 
Arco  Chemical  4 
Argonoirt  Group  17b 
Afila  24b 


Arm  CO  16b 

Armstrong  WoHd  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  Oil  lib 
Asset  Investors  13b 
AST  Research  18b 
AT&T  22a 

Atlanta  Gas  Light  24b 
Atlantic  Richfield  lib 
Automatic  Data  18c 
AutoZone  8 
Avery  Den nison  15a 
Avnet  21b 
Avon  Products  6d 
Avondole  Industries  23c 
Aztar  14c 

B 


bolter  Hughes  11c 
J\  7a 
Boily  Mfg.  14c 
Boi  ^oreG&E  24a 
Bar  One  3b 
Banc a g  2c 
Bank  c  -  Boston  3a 
Bank  of  New  York  3a 
BonkAn:  erica  3d 
Bankers  Trust  New  York  3o 
fianta  21d 


Bard(CR.)  12d 
Bornett  Banks  3c 
Boroid  11c 
Bausch  &  Lomb  12d 
Ekixter  International  12d 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9e 
Becton  Dickinson  12d 
Bell  AHontic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17o 
Bergen  Brunswig  12a 
Berkshire  Hothawoy  17a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laborotories  4 
Beverly  Enterprises  12c 
Bindley  Western  12a 
Black  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent  14b 
Boatmen's  Boncshares  3b 
Ek)b  Evans  Forms  14o 
Boeing  1 

Boise  Cascade  19a 
Borden  lOb 
Bowoter  19b 
Briggs  &  Stratton  15c 
Bristol-Myers  Squibb  12b 


Broad  17a 
Brooke  Group  6e 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-f  ormon  6c 
Browning-Ferris  21c 
Bruno's  lOc 
Brunswick  14d 
Buriington  Coat  Factory  8 
Burlington  Northern  23b 
Burlington  Resources  lib 
Butler  Mfg.  21o 


C&S/Sovran  3c 
Cabot  4 

Caesars  World  14c 
Colder  8 
ColFed  17e 
Campbell  Soup  10b 
CopitalGties/ABC  20a 
Capitol  Holding  17b 
Cardinal  Distribution  12o 
CcHisle  15a 

Carnival  Cruise  Lines  14d 
Carolino  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech,  16b 
Carter  Hawley  Hale  8 
Carter-Wallace  12b 
Cosey's  General  lOc 


Caterpillar  15c 
CBI  industries  11c 
CBS  20a 
CDI  21e 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Champion  Intl  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemed  6d 
Chemical  Bonking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  lib 
Chiquita  Brands  lOb 
Chrysler  2a 
Chubb  17b 
Cigna  17b 
Gncinnati  Bell  22b 
GncinnatiG&E  24a 
Cincinnati  Milocron  15b 
GrcuitCity  Stores  6b 
Circus  Circus  14c 
Citicoqj  3a 
Clark  Equipment  15b 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coast  Savings  17c 


Coastal  lib 
Coco-Cola  6c 
Coco-Cola  Enterprises  6c 
Col  gate-Pol  mo  live  6d 
Columbia  Gas  24b 
Comcast  20a 
Comdisco  18c 
Comerica  3b 
Commerce  Clearing  20fa 
Commercial  Metals  16b 
Commodore  Intl.  18b 
Commonwealth  Ed.  24a 
Commtron  14b 
Compaq  Computer  18b 
Computer  Associates  18c 
Computer  Saences  18c 
ConAgra  lOb 
Conner  Peripherals  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons.  Freightwoys  23d 
Cons.  Natural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Roil  23b 
Consolidated  Stores  8 
Constor  International  7a 
Continental  Airlines  23a 
Continental  Bonk  3b 
Continental  Corp  17b 
Control  Data  18b 
Cooper  industries  9a 


Cooper  Tire  &  Rubber  3 
Coors  (Adolph)  6c 
CoreStotes  Financial  3fl 
Coming  15a 
Costro  Wholesale  8 
CPC  international  10b 
Crone  15a 
Cray  Research  18b 
Crestar  Rnanciol  3c 
Crov^  Central  lib 
Crown  Cork  &  Seal  7a 
Crystal  Brands  6a 
CSX  23b 
Cummins  Engine  2b 
Curtice-Bums  Foods  lOl 
Cyprus  Minerals  16c 


e,; 


Dana  2b 
Danaher  15b 
Data  General  18b 
Dayton  Hudson  8 
Dean  Foods  10b 
Deere  15« 
Dell  Computer  18b 
Delta  Air  Lines  23a 
Delia  Woodside  tS4 
Deluxe  18a 
Detroit  Edison  24a 
Dexter  4 

Continued  on  p* 
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INVESTMENT  SCOREBO/ 


r  50  years  ot  creating  total 
munication  solutions  for  big 
less,  Fujitsu  is  introducing  a 
>r  innovation  for  small  busi- 
A  fax  designed  to  save  you 
,  space  and  money— at  home. 

The  Fujitsu  dex®  80. 

lout  all  the  backup  of  a 
'entional  office,  your  home 
less  fax  actually  has  to  work 
er.  The  dex  80  meets  business 
ands  at  a  price  that's  as  easy  to 
kvith  as  its  compact  design. 


line.  The  full-function  integrated 
phone  handset  is  also  a  space-saver. 
It  makes  the  dex  80  the  only  phone 
you  need  in  your  home  office. 
Prime  cuts. 

The  dex  80  automatically  cuts  incom 
ing  documents  to  the  length  of  the 


origmals.  And  with  a  transmission 
speed  of  15  seconds  a  page,  it  can 
even  help  cut  your  phone  bills  (and 
keep  your  phone  line  free). 

Right  to  privacy. 

No  more  junk  fax.  The  dex  80  lets 
you  program  up  to  50  numbers  for 
"selective  rejection." 

We  make  house  calls. 

So  your  home  stays  in  'r  usiness,  the 
dex  80  is  backed  by  a  nationwide 
dedicated  fax  service  network. 
For  more  information  on  how  the 
dex  80  is  making  business  feel  right 
at  home  contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple 
Ridge  Road,  Danbury,  CT  06810 
or  call  1-800-243-7046. 


An  answer  for  one-liners. 

dex  80  has  a  built-in  answering 
line  interface  so  when  you're 
you  can  receive  both  faxes  and 
le  messages  on  your  one  phone 


Fujfrsu 


The  global  computer  &  communications  company. 
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Continued  from  p.  )92 

Dial  5 

Diamond  Shomrock  lib 
Dibretl  Brofhers  6e 
Digital  Equipment  18b 
Dillord  8 

Dime  Savings  Bonk  17< 
Disney  (Wait)  14b 
Dix.e  Yarns  15d 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley(R  R  )  21d 
Dover  15c 
Dov^  Chemical  4 
Dow  Jones  20fa 
Dresser  Industries  11c 
Drug  Empori'  .rn  12a 
DSCComniL'ns  22a 
DuPonI  4 
Dulie  Power  24a 
Dun  &  Bradstreet  20b 
Duracell  International  15a 
Durr-Fillauer  Medical  12a 
Dynatech  18b 


E-Sy stems  9h 
Eagle  Food  Centers  lOc 
Eastern  Enterprises  24b 
Eastman  Kodak  14d 
Eaton  2b 
Echlin  2b 
Ecobb  6d 
Edison  Brothers  8 
Edwards  (A  G  )  17a 
EG&G  21a 
Egghead  18a 
Electronic  Data  18c 
Emerson  Electric  9a 
Engelhard  4 
Enron  24b 
Enserch  24b 
Entergy  24a 
Equifax  17a 
Equitable  of  Iowa  17b 
ESCO  Electronics  9c 
Ethyl  4 
Exxon  lib 


Fairchild  15a 
Family  Dollar  Stores  8 
Fay's  12a 
Federal  Express  23c 
Federal  Home  Loon  17a 
-derai  Natl  Mtg,  17a 
'ol  Paper  Board  7b 
Feo-      '^ogul  2b 
Ferro 

FHPlnf^  12c 
Fieldcresi  >-  ISd 
Figgie  Intemcii 
Fingerhut  8 
First  Amer.  Financial  ^ 
First  Bank  System  3b 
First  Brands  15a 
First  Chicago  3b 
First  City  Bancorp.  3d 
First  Fidelity  3a 
F.rst  Financial  Mgmt  17a 
First  interstate  Boti^orp  3d 
First  Mississippi  4 
First  of  America  Ban  ^  3b 
First  Union  3c 
irstar  3b 
jet/Norstar  3a 
■'-vood  Ents  14d 
lOa 

Flort'-  "'i  ogress  24a 
Flowers    ^  i^tries  10b 
rluor  21a 
i-A^.C  15c 
.■c^rlLion  10c 
?or;;  Motor  2a 
Fcsi^erV/Veler  21a 
^oiindattc  Health  12c 
f  PI  Group  i4i! 


Freeport-McMoRan  4 
Fruit  of  the  Loom  6a 
Fuller  (H  B)  4 
Fuqua  Industries  5 

G 


Gannett  20b 
Gap  8 
GATX  23d 
Goylord  Container  7b 
Geico  17b 
GenCorp  1 
General  Cinema  5 
General  Dynamics  1 
General  Electric  5 
General  Mills  10b 
General  Motors  2a 
General  Public  Uts.  24a 
General  Re  17b 
General  Signal  15c 
Geneva  Steel  16b 
Genlyte  Group  9a 
Genuine  Parts  21b 
Georgio  Gulf  4 
Georgia-Pacific  19b 
Gerber  Products  10b 
Giant  Food  10c 
Gibson  Greetings  14d 
Gillette  6d 
Gifano  Group  6a 
Glatfelter  (P,  H  )  19b 
Glenfed  17c 

GM  Hughes  Electronics  9b 
Golden  West  17c 
Goodrich  (B  F  )  4 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  15c 
Grace  (W.R)  4 
Grainger  (W  W  )  21b 
Granite  Construction  21a 
Great  A&P  lOc 
Great  Lakes  Chemical  4 
Great  Western  17c 
Grumman  1 
GTE  22b 
Guilford  Mills  15d 
Gulf  States  Utilities  24a 


Halliburton  lie 
Handleman  21e 
Hanna(M.A.)  4 
Hannaford  Brothers  lOc 
Harley^ovidson  14d 
Harmon  International  14d 
Hornischfeger  15c 
Harris  9b 
Horsco  15a 
Hartford  Steam  17b 
Hartmarx  6a 
Hasbro  14d 
Hechinger  8 
Hein2[H  J  )  lOb 
Helene  Curtis  Industries  6d 
■-'■rcules  4 

•hey  Foods  10b 
-  "  Packord  18b 
Nr.      -ind  15a 
Hillhc  ^,  HZc 
Hilton.     ■  .  'il4c 
Holly  lib 
HomeDepc. 
Home  Shopping  • 
HomeFed  17c 
Homestoke  Mining  16e 
HON  Industries  18a 
Honeywell  9c 
Hormel  (Geo.  A.)  10b 
Household  International  5 
Houston  Industries  24a 
Hov/ell  21b 
Hubbell  9a 
Hudson  Foods  10b 
Huffy  14d 
Humane  12c 
Hunt  (J.  B.)  23d 
Huntington  Boncshores  3b 


IBM  18b 
IBP  10b 

ICF  International  21c 
ICH  17b 

Illinois  Central  23b 
Illinois  Power  24a 
Illinois  Tool  Works  15a 
IMC  Fertilizer  4 
Imo  Industries  9c 
Imperial  Holly  lOb 
Independent  Ins  17b 
Ingersoll-Rand  15c 
Ingles  Markets  lOc 
Inland  Steel  16b 
Inspiration  Resources  4 
Intel  9d 

Intelligent  Electronics  18a 
Interface  15d 
Intergraph  18c 
Interlake  15c 
International  Flavors  6d 
Intl.  Multifoods  10b 
International  Paf>er  19b 
International  Specialty  4 
Interpublic  Group  21d 
Interstate  Bakeries  10b 
Itel  5 

in  5 


Jacobs  Engineering  21a 
James  River  19b 
Jamesway  8 
Jefferson-Pilot  17b 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jostens  15a 
JWP  21e 


Kmart  8 

Kaiser  Aluminum  16a 
Koman  21b 

Kansas  City  Southern  23b 
Karcher(CaH)  14a 
Kaufman  &  Brood  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21© 
Kemper  17b 
Kennometal  15b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  Internationol  6b 
Kimberly-Clark  19b 
Knight-Ridder  20b 
Kroger  10c 


L.  A.  Gear  6a 
La-Z-Boy  Chair  6b 
Ladd  Furniture  6b 
Lafarge  13a 
Lancaster  Colony  15a 
Lands'  End  8 
Leggett  &  Piatt  6b 
Leslie  Fay  6a 
Leucadio  Notional  17a 
Lifetime  12c 
Lilly  (Eli)  12b 
Limited  8 

Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
l.octite  4 
Loev/s  17a 
LopiL  Star  Techs.  16b 
Lon  J  kland  Lighting  24a 
Longs  Drug  Stores  12a 
longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 
Louisiono  Land  lib 
Louisiana-Pacific  19a 
Lowe's  8 


LSI  Logic  9d 
Lubrizol  4 
Lukens  16b 
Lyondelt  4 

M 


Mogmo  Copper  16c 
MagneTek  9a 
Manor  Care  12c 
Monufocturers  Hanover  3a 
Manufacturers  NoH  3b 
Monville  13a 
Mopco  lib 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  15a 

Marriott  14< 

Marsh  &  McLennan  17a 

Marsh  Supermarkets  10c 

Marshall  Industries  21b 

Martin  Marietta  1 

Masco  6b 

Masco  Industries  2b 

MaHel  14d 

Maxtor  18b 

Maxus  Energy  lib 

May  Deparlment  Stores  8 

Maytag  6b 

McCaw  Cellular  22a 

McCormick  10b 

McDermottlntI  21a 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MCN  24b 

Mead  19b 

Medco  Containment  12a 
Media  General  20b 
Medtronic  12d 
Mellon  Bonk  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Merisel  18a 
Merrill  Lynch  17a 
Merry -Go-Round  8 
Meyer  (Fred)  8 
MicroAge  18a 
Microsoft  18c 
Midlontic  3a 
Miller  (Herman)  18a 
Millipore  9c 
Minnesota  Mining  15a 
Mirage  Resorts  14c 
Mitchell  Energy  lib 
MNC  Financial  3a 
Mobil  lib 
Modine  Mfg  2b 
Monsanto  4 
Morgan  (J.P  )  3a 
Morgan  Stanley  17a 
Mornson  14o 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Multimedia  20a 
Murphy  O.I  lib 

N 


Nacco  Industries  11a 
Naico  Chemical  4 
Nash  Finch  lOa 
Nashua  7b 
National  City  3b 
National  Fuel  Gas  24b 
National  Health  12c 
National  Intergroup  5 
National  Medical  12c 
National  Semicond  9d 
National  Service  9a 
Navistar  Internationol  2a 
NBD  Bancorp  3b 
NCH  6d 
NCNB  3c 

Neiman  Marcus  Group  8 
Nerco  11a 


New  Englond  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  15a 
NewmontGold  16c 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
Novell  18c 
Nucor  16b 
NWNL  17b 
Nynex  22b 


Occidental  Pet-  lib 
Office  Depot  21b 
Ogden  5 
Ohio  Edison  24a 
Old  Republic  17b 
Olin  4 
Olsten  21e 
Omnicom  Group  21d 
Oracle  Systems  18c 
Orion  Capitol  17b 
Orion  Pictures  14b 
Oryx  Energy  lib 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telecom  22a 
Pacific  Telesis  Group  22b 
PacifiCare  Health  12c 
PacifiCorp  24a 
PaineWebber  Group  17a 
Poll  5 

Panhandle  Eastern  24b 
Paramount  Comms,  14b 
Parker  Honnifin  15a 
Penn  Central  5 
Penney  (J  C  )  8 
Pennsylvania  Power  24a 
Pennzoil  lib 
Pentair  15c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perini  13b 
Perkin-Elmer  9c 
Perry  Drug  Stores  12o 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philadelphia  Electric  24a 
Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
PHM  13b 
Pic  'N'  Save  8 
Pier  1  Imports  6b 
Pinkerton's  21e 
Pinnacle  West  24a 
Pioneer  Financial  17b 
Pioneer  Hi-Bred  lOb 
Pitney  Bowes  18a 
Pittston  11a 
PNC  Financial  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Potlotch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Precision  Castparts  16c 


Premark  Intemotional  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 
Primerica  17a 
Procter  &  Gamble  6d 
Progressive  17b 
Promus  14c 
Provident  Life  17b 
PS  Co.  of  Colorado  24a 
Public  Service  Ent  24a 


Quaker  Oats  10b 
Quaker  State  lib 
Quonex  16b 
Quantum  18b 
Quantum  Chemical  4 
QVC  Network  8 


Ralston  Purina  10b 
Raychem  9a 
Raytheon  9b 
Readers  Digest  20b 
Reebok  Interncrtionol  6a 
Reliance  Group  17b 
Republic  New  York  3a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Riser  Foods  lOc 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohr  Industries  1 
Rose's  Stores  8 
Ross  Stores  8 
Rouse  13b 
RPM  13a 
Rubbermaid  15a 
Ruddick  lOc 
Russell  6a 
Ryder  System  23c 
Rykoff-Sexton  lOa 
Ryland  Group  13b 


Safeco  17b 
Sofety-Kleen  21  e 
Safeway  lOc 
Salomon  17a 
Son  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Sara  Lee  10b 
Savannah  Foods  10b 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  11c 
Schulmon  (A.)  4 
Schultz  Sav-O  Stores  lOc 
Schwab  (Charles)  17a 
SCI  Systems  9b 
Scientific-Atlanta  22a 
ScoH  Paper  19b 
Scripps(E  W  )  20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Security  Pacific  3d 
Sequo  1 

Service  Corp  IntI  21e 
Service  Merchandise  8 
Show  Industries  15d 
Shawmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
Sigma-Aldrich  21b 
Signet  Banking  3c 
Silicon  Graphics  18b 
Sizzler  International  14a 
Smart  &  Final  lOa 
Smith  (A  O  )  2b 
Smith's  Foods  Drug  10c 


Smithfield  Foods  10b 
Snap-on  Tools  15b 
Society  3b 
Sonat  24b 
Sonoco  Products  7b 
Southdown  13a 
Southern  24a 
So.  New  Eng.  Tel.  22b 
Southwest  AiHines  23a 
Southwest  Gas  24b 
Southwestern  Bell  22b 
Spiegel  8 

Springs  Industries  15d 
SPX  15b 
St.  Joe  Paper  7b 
St.  Paul  17b 

Standard  Commercial  6e 
Standard  Federal  17c 
Standard  Motor  2b 
Standard  Products  ^ 
Standard  Register  18a 
Stanhome  6d 
Stanley  Wodts  15b 
State  Street  Boston  3a 
Steriing  Chemicals  4 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stride  Rite  6a 
Student  Loan  Mktg  17a 
Sun  lib 

Sun  Microsystems  18b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  lOa 
Super  Valu  Stores  lOa 
Syntex  12b 
Sysco  10a 


Tambrands  6d 
Tandem  Computers  18b 
Tandy  18b 
TBC  21b 

Tektronix  9c 

Tele-Communications  20a 
Teledyne  5 
Temple-Inland  7b 
Tenneco  5 
Terex  2b 

Tesoro  Petroleum  lib 
Texaco  lib 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thermo  Electron  9c 
Thiokol  1 

Thomas  &  Betts  9a 
3M  15a 

Time  Warner  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

Torchmork  17b 
Tore  6b 
Tosco  lib 
Toys 'R' Us  8 
Transomerico  17a 
Transatlantic  17b 
Transco  Energy  24b 
Travelers  17b 
Tredegar  Industries  15o 
Tribune  20b 
Trinity  Industries  23c 
Trinova  15a 
TRW  5 

Turner  Broadcasting  20a 
TW  Holdings  14a 
20th  Century  tnds.  17b 
Tyco  Laboratories  15c 
Tyson  Foods  10b 


U  S.  Bancorp  3d 
U.  S.  Healthcare  12c 
U  S.  Shoe  8 
U  S  Surgical  12d 


UAL  23a 

JB  Financial  3a 
Union  Bonk  3d 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Texas  lib 
Unisys  18b 
United  ArHsts  20a 
United  HealthCare  12c 
United  Stationers  21b 
United  Technologies  1 
United  Telecomms.  22a 
Unitrin  17b 
Univor  21b 
Universal  6e 
Universal  Foods  lOb 
Universal  Health  12c 
Unocal  lib 
Unocal  Exploration  lib 
UNUM  17b 
Upjohn  1^ 
US  West  22b 
USAir  Group  23a 
USF&G  17b 
USLife  17b 
UST  6e 

USX-Marathon  lib 
USX-U.S.  Steel  16b 


Valero  Energy  lib 
Valmont  Industries  15a 
Volspar  13a 
Value  Gty  8 
Varian  Associates  9b 
Venture  Stores  8 
VF  6a 
Viacom  20a 
Vigoro  4 

V-lloge  Super  Market  10 
Vons  lOc 

Vulcan  Materials  13a 

w 


Waban  8 
Wachovio  3c 
Wockenhul  21e 
Wal-Mort  Stores  8 
Walgreen  13to 
Wang  laboratories  181 
Worner-Lamberl  12b 
Washington  Natl  17b 
Washington  Post  20b 
Waste  Mancgement  21 
Weirlon  Steel  16b 
Weis  Markets  10< 
Wellman  4 
Wells  Fargo  3d 
Wendy's  Intl.  14a 
Western  Digital  18b 
Western  Publishing  201 
Westinghouse  Electric 
Westmark  Intl.  12d 
Westmoreland  Cool  111 
Westvaco  19b 
Wetterau  lOo 
Weyerhaeuser  19a 
Wheelobrotor  Techs. 
Whirlpool  6b 
Whitman  5 
Willamette  Industries  \i 
Willcox  &  Gibbs  21b 
Willioms  24b 
Winn4)ixie  Stores  10c 
Wisconsin  Energy  24« 
Witco  4 
WLR  foods  10b 
Woolworlh  8 
Worthinglon  Inds.  16fa  rU 
Wrigley  |Wm.)  Jr.  lObf"' 

XYZ 


Xerox  18b 

Yellow  Freight  23d 
Zenith  Electronics  6b 
Zum  Industries  24a 
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It  can  help  you  turn  the  tables. 

Let's  say  you  didn't  have  a  Day  Runner"  Personal  Organizer  Could  you  possibly  set 
)als  and  plot  how  effectively  you're  meeting  them^  Keep  track  of  which  contacts  came  from 
here?  Identify  opportunities  and  put  yourself  in  a  position  to  capitalize  on  them? 

Maybe.  But  if  you  can't,  what  makes  you  think  that  big  shot  ^^^HMJMffl? 
I  the  other  side  of  the  desk  is  going  to  give  you  an  inch?  ^FTc^^l  organizers 

You  11  find  Day  Runners  in  office  products  stores,  specialty  shops,  department  stores,  and  the  hands  of  people  everywhere  who  are  detemvned  to  get  ahead- 
For  more  information-like  where  to find  a  nearby  Day  Runner  dealer-call  800  635-5544^  In  Canada,  call  800  668-4575^ 


FREE  INFORMATION 
FOR  READERS  OF 

Busines^Mfeek 


Want  more  information  about  advertisers  in  this  issue? 
Ifso... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  SAM— 5PM  MST: 

1-800-345-3550 

When  prompt cfl.  u>t'  kcN'p.ul  lo  ciUcr  lliis  conlrdl  niiuiiin-  8299600'^ 
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ANNUAL  REPORTS 

1.  Ameritech 

2.  Kawasaki  Heavy 
Industries,  Ltd. 

3.  Mitsubishi  Kasei 
Corporation 

4.  NEC  Corporation 

5.  NKK  Corporation 

FINANCIAL  PRODUCTS 
AND  SERVICES 

6.  CIGNA  Corporation 

7.  Merrill  Lynch 

T.  Rowe  Price  Equity 
icome  Fund 
9.  'i    'owe  Price 

Intt.  intional  Stock  Fund 
10.  TheJ.i   is  Fund 
IL  Twentieii;  Century 

Investors,  !n(\ 
12.  Van  Kampen  Merritt 

PRODUCTS/SERVICES 

1  ?).  American  Council  of  Life 
Insurance 

14.  Anacomp,  Inc. 

15.  Anritsu  Corporation 


16. 
17. 
18. 
19. 
20. 

21. 

'>9 


24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 

32. 
33. 
34. 


CAST 

Centel  Corporation 
COLUMBUS  1992 
Computer  Associates 

Day  Runner  Personal 

Organizers 

DRI/McGraw-Hill 

EPA  Green  Lights 
Program 

Fujitsu  Imaging  Systems 
of  America,  Inc. 

Haldor  Topsoe 
Hotel  Okura 
Intergraph  Corporation 
Lexmark  Supplies 
Lexus 

NEC  Technologies 
Nissan  Motor  Corp. 
Olympus  Corporation 
Consumer  Products 
Division 

Organizational  Dvnamics, 
Inc. 

Quarterdeck  Office 
Systems 

Rolodex  Personal 
Organizers 


35.  Samsung  Group 

36.  Santa  Fe  Pacific  Corp. 

37.  Schott  Corporation 

38.  Scuddcr  Stevens  and 
Clark 

39.  The  Timken  Company 

40.  Universal  Data  Systems 
(UDS) 

41.  Varig  Airlines 

42.  Waste  Management  Inc. 

43.  Yellow  Freight  Systems 

AREA  DEVELOPMENT 
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44.  Alabama  Economic 
Development  Partnershi|k 

45.  Florida  Department  of 
Commerce  Division  of 
Economic  Development 

46.  Government  of  Quebec 

47.  Iowa  Department  of 
Economic  Development 

48.  North  Carolina 
Department  of  Economicjc; 
and  Community 
Development 
Business/Industry 
Development  Division 
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AN  OFFER 
WORTH  THE  PAP!  R 
IT'S  PRINTED  ON.  - 

With  every  new  subscription, 

Business  Week  will  plant  a  tree 

in  one  of  America's  t^ritage  Forests. 


lex  to  Companies 

ex  gives  the  starting  page  for  a  story  or  feo- 
h  a  significant  reference  to  a  company.  Most 
iries  ore  indexed  under  their  own  names, 
nies  listed  only  in  tables  are  not  included. 
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Elsevier  124 
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Federal  Express  48 
Federol-Mogul  70 
Federoled  Stores  48,  130 
Fidelity  Investments  132 
Fidelity  Medical  132 
Fidelity  Select 

Biotechnology  132 
Fidelity  Select  Energy 

Service  132 
Fidelity  Select  Health 

Care  132 
First  Boston  76 
First  Interstate  Bancorp  32 
Foreign  &  Colonial 

Management  124 
France  Telecom  57 

G 


Gander  Mountoin  130 
GE  5,  130 
Genevo  Steel  32 
Gitano  Group  51 
Glaxo  124 
GM  37,  70 
Goetz  Trading  51 
Goldman  Sachs  Co.  70 
Goldstar  57 
Groupe  Bull  57 
Groupe  Pernod  Ricord  124 
Guinness  1 24 

H 


Health  Care  Property 

Investors  152 
Helmerich  &  Payne  162 
Herbalife  International  130 
Hitachi  44 
Hoechst  124 
Home  Depot  76 
Honda  126 

Hongkong  Bank  Group  62 
Hovnanion  1 52 
Humana  130 
Hyundai  57 


IBM  70,  130 

I,  Magnin  48 

Immune  Response  162 

Intel  130 

Intervisual  Books  76 
Island  Records  Inc  38 
Isuzu  Motors  52 


Jardine  Matheson  127 
Johnson  &  Johnson  130 
J  P.  King  Auction  152 
Jurong  Shipyard  126 

K 


Kmart  51 

Koger  Properties  162 
Krupp  44 
Krups  124 
I 


Loidlow  130 

Liberty  High-Income  Bond  132 
Lincoln  Notional  130 


Little  Switzerland  76 
LTV  32 
Lukens  70 

M 


Mocy  |R.H.)  32,  48,  130 
Maglev  Transit  44 
Magnovox  38 
Market  Fox  76 
Matsushita  Electrical 

Industrial  38 
Moxum  Health  76 
Medford  32 
Merck  70,  130 
Mervyn's  32 

MetLife  State  Street  Global 

Energy  132 
MGM/United  Artists  38 
Michelin  124 
Mobley  Environmental 

Services  76 
Molinos  128 

Montgomery  Small  Cop  73, 

132 
Motorola  130 
Moulinex  124 
MTC  Electronic 

Technologies  132 
Murphy  Oil  70 

N 


Notional  Bond  Fund  132 
Notional  Medical 

Enterprises  130 
Nature  s  Sunshine 

Products  130 
New  York  Mets  40 
New  York  Times  70,  130 
News  Corp.  126 
NeXT  Computer  32 
Nikko  Securities  62 
Norsk  Hydro  124 
Northrop  32 
Northwest  Airlines  48 
Nucor  70 
Nynex  130 

o 


Oberweis  Emerging 
Growth  132 

Oppenheimer  148 

Oppenhejmer"s  Global  Bio- 
Tech  Fund  132,  162 

Orion  38 
P 


PameWebber  148 

Poncho's  Mexican  Buffet  130 

Penney  (J.C-)  51 

Perin,  167 

Phelps  Dodge  130 

Philip  Morris  70,  130 

Philippine  Long  Distance 

Telephone  126,  127 
Philips  38 
Polygrom  38 
Propagondo  Films  38 
Perez  Componc   127,  128 

Q 


Quaker  Oats  48 

R 


Really  Useful  Group  38 
Reed  International  124 
Resco  Engineering  44 
Ricoh  48 
Ritz  Hotel  46 
RJR  Nobisco  130 
Rockefeller  Center 

Properties  152 
Rohm  126 
Rollins  Environmental 

Services  1 30 
Rowan  162 
Ryland  152 

s 


Saks  130 

Salomon  Brothers  130,140 
Samsung  57 
Schering  124 

Schroder  Munchmeier  Hengst 

Capital  124 
Scientific- Atlanta  167 
Security  Pacific  32 
SGS-Thomson 

Microelectronics  57 
Shopsmith   1 30 
Siemens  44,  57 
Singapore  Airlines  126 
Sivenso  128 
Sjo  146,  162 
Skondio  International 

Insurance   1 24 
SmithKline  Beecham  48 
Sony  38 

Sportan  Limited  Maturity 
Government  Fund  132 
Standard  &  Poor  s  148 
Sterling  Product  16 
Strategic  Gold/ Minerals  1 32 
Sumitomo  Forestry  126 
Sun  Electric  73 
Super  Club  38 
Suzuki  Motor   1 26 


Target  51 
Telecommunicacoes 

Brosileiras  128 
Telefonos  de  Mexico  127,128 
Tesco  124 
The  Limited  130 
Thomson  57 

Thomson-CEA-lndustries  57 
Times  Mirror  70,  130 
Time  Worner  38 
Toll  Brothers  152 
Toshiba  126 

Town  &  Country  Magazine  76 
Toyo  34 

Tronscisco  Industries  162 
Tribune  130 
Twentieth  Century  Ultra 
Investors  132 


Soint-Gobain  124 


Unilever  124 
Union  Bank  of 

Switzerland  124 
United  American  Heolth 

Care  76 
U  S,  Home  152 

V 


Vocu-Dry  130 

Venezuelan  Steelmaker  128 

Vigoro  Industry  73 

w 


Wol  Mart  70,  76,  128 
Walt  Disney  44,  76 
Warner  Bros,  32 
Washington  Post  70 
Weingorten  Realty 

Investors  152 
Wells  Forgo  32 
Westinghouse  Electric  167 
Whittoker  35 
WLR  Foods  167 
WMS  Industries  162 

Y 


Yamaha  Motor  126 

z 


Zenith  167 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  Releaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  Releaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campoign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  ond  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89 (on  'mu&, 
you  save  64%  off  the  $2.50  (ovf  price 
and  make  a  positive  (ontributi.iii  to  the 
environment. 

Enjoy  the  convenience  of  Itaving  Business 
Week  delivered  and  the  satisfaction  of 
having  done  sometfting  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  tall  toll-free 
1-800-635-1200. 

For  mote  mlormotion  on  the  Global  ReLeal  Progrom,  coll  (202)  667-330U 
or  write  lo  Ihem  at  P  O  Box  2000,  Woshington,  D  C  20OI3 
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Power 


One  more  good  reason  to  climb  into  a  Regal. 


The  1992  Buick  Regal  Sed  an 

The  1992  Regal  is  a  premium  motorcar 
specifically  engineered  for  people  who  love 
to  drive.  Just  one  test  drive  will  convince  you 
that  this  new  Regal  is  the  car  for  you. 

Performance 

"th  a  choice  of  two  powerful  V-6 
engii     Regal  delivers  excellent 
perforn    ice  with  the  precision  that's  fast 
becoming  Buick 
trademark. 


"(Dwer  and  Efficiency 


Horse- 
power 

Torque 

EPA  Est  MPG 
City  Hwy 

3. 1-litre  v-6  with  MFI 

140 

185 

19  30 

3800  V-6  with 
tuned-port  injection* 

170 

220 

19  28 

'Standard  on  Gran  Sport,  available  on  Custom  and  Limited- 

And  with  Regal,  we  offer 
one  thing  no  one  else  can  — 
Buick  quality. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


ivestment  Figures  of  the  Wee 


lENTARY 

las  arrived  a  little  early.  The 
t  gift  went  to  Japanese  in- 
.  For  the  week  ended  Dec. 
long-suffering  Tokyo  market 
ded  over  1 , 1  00  points,  or 
rhe  Dow  industrials  picked 
riy  50  points  on  Dec.  1  1  and 
ping  to  send  the  average 
ver  2900.  Even  after  a  small 
:k,  the  Dow  was  up  1 .5%  for 
sk.  The  broader  U.S.  market 
s  performed  equally  well, 
le  tools  took  lop  honors  as 
rforming  industry  group, 
t  be  a  harbinger  of  a  better 
nyin  1992' 


Dec.    Dec.  12-18 


BONDS 

Dec.  June 


Dec.    Dec.  12-18 


THE  DOLLAR 

Dec.  June 


Dec.    Dec.  11-18 


385 
383.48 


1-week  change 
-H.5% 


i  1391  48 
1380 


I  -week  change 
+0.3% 


52-week  change 

+ 1.3% 


1-week  change 
-0.2% 


RKET  ANALYSIS 


%  change 

iTOCKS 

Latest 

Week 

52-week 

ONES  INDUSTRIALS 

2908.1 

1.5 

10.7 

MPANIES  (Russell  1000) 

202.8 

1.5 

18.4 

COMPANIES  (Russell  2000) 

177.4 

1.5 

35  8 

MPANIES  (Russell  3000) 

215.6 

1.5 

19.3 

%  change  (local  currency) 

GN  STOCKS 

latest 

Week 

52-week 

N  (FINANCIAL  TIMES  100) 

2413.6 

1.4 

10.8 

(NIKKEI  INDEX) 

22,629.9 

5.2 

-12.5 

rO  (TSE  COMPOSITE) 

3332.6 

-0.6 

2.4 

FUNDAMENTALS 

latest 

Week  ago 

Year  ogo 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.22% 
7.76% 
3.21% 
21.4 

4.24% 
7.81% 
3.25% 
21.0 

6.8% 
8.2% 
3.6% 
15.1 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/coll  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

384.6 
39.9% 
0.49 
1.86 

384.4 
38.9% 
0.47 
2  07 

Negative 
Neutral 
Positive 
Positive 

»USTRY  GROUPS 

..J 

BRIDGE  INFORMATION  SYSTEMS  INC. 

-WEEK  LEADERS 

%  change 
4-week  52-week 

Strangest  stock  in  group 

%  change 
4-week  52-week 

Price 

NINE  TOOLS 

16.4 

4.0 

CINCINNATI  MILACRON 

27.0 

-3.6 

10 

LTH  CARE  SERVICES 

10.8 

63.1 

ALZA 

15.1 

94.6 

90  1/2 

r  DRINKS 

9.7 

43.5 

COCA-COLA 

1 1.4 

57.4 

74  3/4 

LUTION  CONTROL 

9.1 

7.0 

WASTE  MANAGEMENT 

10.0 

12.0 

39  3/4 

METICS 

9.0 

44.4 

GILLETTE 

1  1.7 

59.8 

48  3/4 

-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  chonge 
4-week  52-week 

Price 

URE  TIME 

-15.0 

16.2 

HANDLEMAN 

-25.2 

3.2 

12  'A 

ELS  AND  MOTELS 

-14.8 

-1.2 

MARRIOn 

-17.4 

7.5 

14  '/4 

ALS 

-13.7 

-1.9 

ASARCO 

-19.5 

-27.1 

19  Ve 

AESTIC  OIL 

-13.3 

-19.4 

SANTA  FE  ENERGY  RESOURCES 

-31.2 

-46.7 

8 

AND  GAS  DRILLING 

-1 1.2 

-42.3 

HELMERICH&  PAYNE 

-13.6 

-32.1 

18  'A 

TUAL  rUNDS 


MORNINGSTAR  INC. 


ERS 

sek  total  return 


LAGGARDS 

Four-week  total  return 


Average  fund 


% 


MANAGED  SECTORS  9  6 

LIFETIME  MANAGED  SECTORS  9  5 

NTiETH  CENTURY  GROWTH  INVESTORS  7  7 

k  total  return  % 


enheimer  global  bio-tech 

;rican  heritage 

)  capital  development 


1 1 1.0 
86  1 
84.2 


METLIFE-STATE  STREET  GLOBAL  ENERGY  -16  6 

FIDELITY  SELECT  ENERGY  SERVICE  -1 1 .6 

STRATEGIC  SILVER  -10.1 

S2-week  total  return  % 

FIDELITY  SELECT  ENERGY  SERVICE  -23.3 

USF&G  EUROPEAN  EMERGING  COMPANIES  -16.3 

METLIFE-STATE  STREET  GLOBAL  ENERGY  -15.8 


4-week  lotal  return 


LATIVE  PORTFOLIOS 


'  amounts 

sent  the  present 

of  $10,000 

eci  one  year  ago 

h  portfolio 

itoges  indicate 
ly  total  returns 


<#- 

U.  S. stocks 
$12,134 

-1-1.28% 


Hi 


Tr-easury  bonds 
$11,335 

+0.33% 


Foreign  stocks 
$11,295 

+2.17% 


nil 


Money  market  fund 
$10,527 
+0.09% 


DATA  RESOURCES  INC 


Gold 
$9,645 

-3.44% 


on  this  page  are  as  of  market  close  Wednesdoy,  Dec,  18,  1991,  unless  otherwise  incJicated. 
groups  include  S&P  500  companies  only;  performance  and  sfiare  prices  are  as  of  market  close 


Dec,  1  7,  Mutual  fund  returns  ore  as  of  Dec.  13,  Relative  portfolios  are  valued  as  of  Dec.  1 7,  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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THE  ECONOMY:  NO  HALF  MEASURES,  PLEASE 

■  f  the  word  ft"om  Washington  is  con-ect,  Congi'ess  and  the 
H  President  will  return  after  New  Year's  and  begin  to  ar- 
H  gue  about  the  best  way  to  jump-start  the  ailing  U.  S. 
economy.  At  the  end  of  their  lalwi's,  they  will  have  produced 
a  package  of  assorted  tax  cuts  and  tax  increases  providing  a 
net  stimulus  of  $10  billion  to  $15  billion,  peanuts  in  a  $5  tril- 
lion economy.  Because  they  will  have  broken  their  vow  not 
to  undo  last  year's  budget  agreement,  they'll  spend  the 
rest  of  the  year  trying  to  convince  the  public  that  they 
did  the  right  thing. 

It's  an  all-too-familiar  script,  and  it's  time  to  junk  it.  If 
Congi'ess  and  the  Administration  plan  to  break  last  year's 
budget  agreement,  they  ought  to  do  it  the  right  way  for  the 
right  reasons.  This  economy  has  short-term  strains  and 
long-run  problems,  and  the  politicians'  myopia  is  putting 
undue  emphasis  on  the  former.  It  is  past  time  that  the 
lawmakers  focus  on  the  latter. 

The  remedies  needed  to  cure  the  near-term  pain  are  fair- 
ly obvious:  The  economy  is  in  a  cyclical  slump,  and  monetary 
ease  is  still  the  best  medicine.  The  Fed  should  keep  pushing 
short-term  rates  down,  and  hope  that  recent  increases  in  the 
money  supply  finally  feed  into  the  real  economy,  giving 
consumption  a  boost  and  getting  production  humming  again. 
If  not,  another  interest  rate  reduction  may  he  called  for. 

Yet  even  Alan  Greenspan  seems  to  realize  that's  not 
enough  to  make  the  economy  spring  back  to  life.  The  reason 
is  that  the  economic  problems  aren't  merely  cyclical  in 
nature.  When  one  company  after  another  announces  per'- 
manent  layoffs,  it's  clear  the  U.  S.  economy  is  undergoing  a 
severe  "structural  readjustment,"  as  economists  like  to  say. 
Many  things  are  happening  at  once:  Debt  burdens  are  being 

unloaded,  asset  prices  are  being  marked  down,  service  i 
dustries  are  shrinking,  and  manufacturers  are  still  hurtir 
thanks  to  global  overcapacity.  As  if  that  weren't  enough,  i, 
comes  are  stagnating,  poverty  is  rising,  and  almost  everyoi^y 
seems  to  be  pedaling  up  an  increasingly  steep  hill. 

Structural  adjustment  must  occur  to  ensure  more  b{ 
anced  and  sustainable  gi'owth  over  time.  But  it  is  proving 
drawn-out  and  painful  process.  Government  can  ease  the  pr 
cess.  Instead  of  offering  a  $15  billion  grab  bag  of  tax  cut 
Congress  and  the  Administration  should  fashion  a  Ion; 
temi  growth  package  that  injects  at  least  $50  billion  into  tl 
economy  over  two  or  three  years.  Through  credits,  sub.sidi( 
and  other  kinds  of  incentives,  such  a  package  should  e 
courage  the  rebuilding  of  America's  infrastructure,  fro 
roads  and  bridges  to  the  educational  system.  The  obje 
would  be  to  coax  individuals  and  businesses  toward  inves 
ing  for  the  long  haul.  An  investment  tax  credit  could  rewai 
businesses  for  investment  over  and  above  historical  norm 
An  education  tax  credit  might  help  the  unemployed  to  ga 
new  skills  and  employed  persons  to  upgrade  existing  skili 
New  block  grants  to  states  and  cities  might  let  them  taiL 
infrastructure  spending  to  specific  problems. 

Such  leadership,  however,  may  be  too  nuich  to  expect 
Congress  and  the  Administration  in  1992.  But  here's  a  re 
sonable  wish  for  the  new  year— that  America's  pohticiai 
look  beyond  November.  This  is  no  time  for  Christmas-tr 
bills  with  something  for  everyone,  or  for  pandering  to  sp 
cial  interests.  Today  Europeans  grope  toward  a  unified  f 
ture  while  the  republics  of  the  former  Soviet  Union  a 
remaking  their  world.  It's  time  for  some  new  thinking 
Washington,  too. 

HAIL  GORBACHEV-AND  FAREWELL 

JMM  or  a  man  who  so  dramatically  changed  the  world,  the 
^hi     ning  moments  of  Mikhail  Gorbachev's  authority  are 
H    a  I     edy  of  classical  dimensions.  The  new  country 
that  he  i.    "  possible  is  being  born  without  him.  The 
Russian  Rep    lie  plans  to  move  into  the  Kremlin  by  Jan  1. 
It  is  ironic  thai    le  new  commonwealth  really  has  no  role  for 
Gorbachev,  who    is  been  told  by  his  chief  political  rival, 
Boris  Yeltsin,  that  i  i-'d  better  resign  within  a  month.  Not  to 
worry,  Yeltsin  adds,  Gorbachev  will  be  respected  and  long 
remembered.  So  long,  do  svidmti/a. 

Short  .shrift  indeed  for  the  statesman  who's  had  the  most 
nnpact  on  world  history  since  World  War  II.  In  a  scant 

ven  years,  Gorbachev  transformed  a  decaying  totalitarian 
sj     m  into  a  nascent  democracy,  ended  the  cold  war,  cut 
short  his  country's  misguided  adventure  in  Afghanistan, 
crackeii  open  the  Berlin  Wall,  and  let  Eastern  Europe  go 
without  a  fight.  The  last  Soviet  leader  has  his  flaws,  to  be 
sure.  He  never  could  shed  his  Communist  apparatchik  up- 

bringing  or  grasp  that  his  beloved  socialism  had  to 
trashed  completely.  His  choice  of  aides  oscillated  between  t 
brilliant  (Eduard  Shevardnadze)  and  the  disastrous  (Valeni 
Pavlov).  But  his  astonishing  accomplishments  far  outweij 
these  frailties. 

The  sad  truth  is  that  the  time  has  come  for  Gorbachev 
go.  Westerners  may  fret  over  the  security  of  Soviet  nucle 
weapons  or  the  rise  of  militant  Islamics  in  Centi'al  Asian  i 
publics.  Nonetheless,  after  a  period  of  hard  readjustment, 
is  just  possible  that  a  vast,  resource-rich  commonwealth 
al:)out  300  million  well-educated  people  will  emerge.  One 
the  world's  largest  retrograde  markets  may  pi'ove  to  be  n 
itarily  nonaggressive  and  technologically  innovative.  As  t' 
region  struggles  to  respond  to  the  immense  changes  now  i 
der  way,  the  West  should  do  whatever  it  can  to  help  t 
new  commonwealth's  peoples  bring  its  possibilities  into  1 
ing.  That  would  be  the  most  glorious  tribute  to  the  deeds 
Mikhail  Gorbachev. 
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